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ABOUT THE BOOK

The Fourth Critical Study on Co-operative Legislation and Policy
Reforms in the Asia-Pacific region is a continuing effort on the
part of ICA Asia Pacific to sensitize its members — the national
co-operative federations/apex bodies and through them, the
respective Governments about the need to carry out reforms
in co-operative laws and policies to create an enabling environ-
ment for growth of co-operatives. The study gives a hard look
at the extant laws, policies and institutions designed to pro-
mote co-operatives and in doing so has emphasised the need
to develop a strategic vision for the co-operatives to emerge
as a sector balancing the state, and private/corporate sectors
to protect the larger interest of the society and especially the
vulnerable sections of its population. The ongoing global eco-
nomic crisis underscores the urgency of adopting a dynamic ap-
proach to position co-operatives in all activities which influence
the well being of the masses and not just as a third sector in the
economy and with sustainable development as its objective.
This is in keeping with the concept of ‘Sufficiency Economy’
developed by his Excellency the King of Thailand which was the
theme of the 9th Asia Pacific Cooperative Ministers’ Confer-
ence at Bangkok held from 27-29 February 2012 in which this
study was presented. Briefly stated the study found that most
laws and policies of member countries are not ICA Congress
1995 Co-operative Principles-compliant and therefore require
major changes and in positioning of institutions for support-
ing co-operatives with finance, management, capacity building
and technology back up. This calls for an international mobili-
zation for co-operatives as envisaged in the UN Declaration of
2012 as the International Year of Co-operatives.
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oreword

Since its inception, a major endeavour of
the ICA Asia Pacific has been to advocate
reforms in co-operative laws and policies to
continuously improve the environment for
co-operatives to function efficiently and to
expand their reach. This naturally entailed
a review of laws, policies and practices
adopted by governments and as a part of this
process, ICA has been facilitating interaction
between Governments and the co-operative
movement in the region through the Asia
Pacific Co-operative Ministers’ Conference
and regional consultations since 1990
apart from undertaking Critical Studies of
co-operative laws and polices periodically.
The first and second critical studies formed
the basis of deliberations for the fourth, fifth
and sixth co-operative Ministers’ Conference
and generated ideas for positioning the
co-operatives in the national economic
policies of the Governments of the region.
The 3rd Critical Study (2004) was undertaken
in the backdrop of ILO resolution No. 193
adopted on June 3, 2002 on promotion
of co-operatives and the UN resolution in
2001 laying down what might be called
guidelines for putting in place a legal and

policy framework conducive to the growth
of co-operatives. The study was undertaken
essentially to assess the outcome of
reforms initiated in countries following the
declarations and recommendations made in
the previous conferences and highlighted
matters which warranted intervention of the
government.

The 4th Critical Study has been undertaken
in the background of the global economic
meltdown in 2007-2008, the continuing cri-
sis in the Euro zone raising questions about
the very future of Euro, unemployment and
uncertainty about growth momentum in the
US economy - factors which influence the
economies of the Asia Pacific region and the
declaration of 2012 by the UN as the Inter-
national Year of the Co-operatives. These
developments have generated rethinking
of the role of co-operatives, not as a third
sector of the economy only but as a sector
balancing the market forces by its larger
presence in the economy which alone, it is
argued, could restrain the speculative profit
driven activities. Since this potential of co-
operatives has remained unutilised, it is time

POLICY IN THE GLOBALISING ECONOMY AND SOCIETY
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to look at co-operatives from the strategic
perspective. Keeping this in view, the terms
of reference of this study emphasise doctrinal
research in respect of co-operative laws and
policies and not just updating the status of
co-operatives in different countries but iden-
tification of core issues which need to be ad-
dressed for a larger role of co-operatives.

| am indeed very pleased to note that this
study has been essentially an inhouse effort
at ICA Asia Pacific office at New Delhi and
carried out in a very short period by hard
and dedicated work and limited visits to four
countries by Mr. Rangan Dutta, Senior Con-
sultant, a former member of the Indian Ad-
ministrative Service and Secretary to the Gov-
ernment of India with very able support of
Ms. Savitri Singh, Advisor — Gender, ICA-AP,

4 CRITICAL STUDY OF

Mr. P. Santosh Kumar, Programme Officer
and Ms. Neela Sharma of our Delhi Office.

| also take this opportunity to express our
thanks and gratitude to the Governments
of Philippines, Sri Lanka, Japan and Iran for
facilitating the study visits to their countries,
and the valuable assistance rendered by the
departments dealing with co-operatives and
various co-operative federating bodies.

| do hope that the Study will be useful to both
policy-makers and implementing functionar-
ies in the Governments and co-operatives to
develop a strategy for an expanded role of
co-operatives.

Dr. Chan Ho Choi,
Regional Director
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Itis not any easy task to acknowledge the help
and the willing support that | have received
from so many in the course of preparation of
the 4th Critical Study of Co-operative Laws
and Policies of countries of the Asia Pacific
region of the ICA.

First of all, | would like to thank Dr. Chan
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entirely for any omission that may be noticed
in the report.

The 4th Critical Study is somewhat different
from the three previous ICA Critical Studies
as it has been essentially an inhouse effort of
the ICA AP and with short visits to four coun-
tries, namely, Philippines, Sri Lanka, Japan
and Iran and apex co-operative institutions
including National Co-operative Union of In-
dia, India. However, Law and Policies of 17
countries have been reviewed in a manner of
doctrinal research and not a status report of
co-operatives in the region. The accent of the
report is thus on analysis and interpretation
and assessing the strengths and weaknesses
and to what extent the laws and policies con-
form to the seven cardinal ICA Principles of
Co-operative Identity 1995. As may be seen
in the Executive Summary that most of the
laws and policies of countries of the region
are still to be reasonably ICA Principles Com-
pliant and co-operative movement has a long
way to go to secure a strong base to act as
a balancing sector in the economy between
the market, state and the social forces. In the
year 2012 which is being observed as the
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International Year of Co-operatives by the
United Nations, the time seems appropriate
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in the economies of the region. The 4th Criti-
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co-operative sector in their countries that |
had received in Iran from Dr. Ghulam Hossein
Hosseininia, Hon’ble Minister Co-operatives,
Iran and Faculty Member, Tehran University,
Mr. Dariush Pakbin, Secretary General, Ira-
nian Central Chamber of Co-operatives and
Mr. M. R. Raeisi Nejad, Managing Director,
Central Union of Rural and Agricultural Co-
operatives of Iran (CURACI) and Mr. Hiroshi
Sasaki Deputy Director, Ministry of Agricul-
ture, Forests and Fisheries (MAFF), Govern-
ment of Japan Mr. Nagato Yuzo President,
JWCU Mr. AkiraBanzaiPresident, JA-ZENCHU,
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na Secretary, Ministry of Cooperation and

4 CRITICAL STUDY OF

Internal Trade, Mr. M Priyantha Mayaduna,
Additional Secretary, Ministry of Cooperation
and Internal Trade, Dr. Sunil Silva General
Secretary, National Co-operative Council of
Sri Lanka while in Sri Lanka.

| am thankful to Mr. P. Santosh Kumar,
Program Officer, ICA AP for tirelessly going
through the text and making valuable addi-
tions and suggestions and to Mrs Neela Shar-
ma for painstakingly providing the secretarial
support and to Mrs. Sabitha Venkatesan for
the documentation support and my son Rit-
wick Dutta, Environment lawyer and author
of several books on Environment Law and
Environmental Governance for drawing my
attention to landmark court judgements on
co-operatives.

While preparing this report my mind went back
to my first stint in the Department of Agricul-
ture, Government of Assam in the early 1970s
under the tutelage of Mr. R. Natarajan, then
Secretary, Agriculture, etc departments, Gov-
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of the Indian Administrative Service and later
an International Civil Servant who initiated me
to the basics of agriculture, co-operatives and
rural development. This has been invaluable -
in my later assignments related to agriculture,
rural and tribal development, and now in con-
ceptualising the Critical Study | shall remain
ever grateful to him for his guidance.

Rangan Dutta
Indian Administrative Service (Retd.)
Senior Consultant, ICA-AP



1.1

he Executive Summary

The terms of reference of the Criti-
cal Study of Co-operative Laws and
Policies limiting the exercise to matters
which have *“ a bearing on varied socio-
economic and cultural aspects reflect-
ing the priorities of the governments
of the countries” of the Asia Pacific
region are indeed broad. The study,
therefore, has to first contextualise the
subject with a review of the leading is-
sues of co-operative law and policy in
the globalising economy and society as
attempted in Chapter | in the light of
the core philosophy, values and institu-
tions of co-operative movement as em-
bodied in the ICA Co-operative Identity
Statement 1995, ILO Resolution No.
193 of 2002 and the UN Declaration of
2001 and keeping in view the UN Dec-
laration of 2012 as the International
Year of Co-operatives.

The global economy has been passing
through a period of turbulence since
2007-2008 with the onset of the fi-
nancial crisis caused first by the ‘sub-
prime’ crisis in USA, collapse of US fi-
nancial behemoths and spread of the
contagion to several countries of Euro
zone, notably Portugal, Italy, Greece
and Spain leading to slow down in
growth, rising incidence of unemploy-
ment, high prices and contraction of

1.2

global trade and consequent hardships
and unrest in the developed world as
reflected in protest movements in USA
and Europe. Its fallout in the developing
countries has been significantly slow-
ing down growth momentum even in
China and India due to fall in export
growth, continuing high oil prices and
‘inflation’ induced fall in domestic de-
mand and capital formation with rising
unemployment.

Unbiased and empirical studies of these
developments have established the
need for appropriately powered State
Regulatory Institutions and laws to
restrain the markets and mechanisms
that encourage growth of ‘specula-
tive’ and ‘crony’ ‘capitalism’. J. Stiglitz
the distinguished economist and oth-
ers have argued that failure to restrain
markets by the state and the fact that
growth has not really trickled down to

The global economy has been

passing through a period of
turbulence since 2007-2008 with
the onset of the financial crisis

caused first by the ‘sub-prime’
crisis in USA.

POLICY IN THE GLOBALISING ECONOMY AND SOCIETY
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benefit the common people are mat-
ters of grave concern of the world to-
day. It has also been observed that the
potential of co-operatives as member
controlled, democratically managed,
risk averse form of ‘business enterprise’
chiefly oriented to welfare of individu-
als and not run by a few large investors
as in most large corporates has been
‘overlooked’ as an alternative form of
mobilisation of capital and manage-
ment of all types of enterprises-manu-
facturing as well as service. Thus, if re-
vamped and restructured, with reforms
in laws, policies and improved support
systems, the co-operatives in devel-
oped and developing countries could
play the role of something more than
a Third Sector, that is, acting as a sec-
tor ‘balancing’ the private, speculative
capital based corporates and the State
enterprises contributing thereby to fi-
nancial and price stability, employment
generation, social security and poverty
alleviation. This approach to co-opera-
tives as a strategic sector is bold and
recognising that it is nascent yet de-
veloping, the Critical Study has taken

The co-operatives in developed
and developing countries could
play the role of something
more than a Third Sector, that
is acting as a sector ‘balancing’
the private, speculative capital
based corporates and the State
enterprises

4 CRITICAL STUDY OF

it as the touchstone and attempted to
examine the country co-operative laws
and policies in terms of first, degree of
compliance with the ICA principles and
sharp deviations and then capability of
acquiring strength, diversification to
act as strategic sector of the economy.

Chapter Il deals with the status of im-
plementation of the Declaration and
Recommendations of the 8th Confer-
ence of Co-operative Ministers held at
Kuala Lumpur on 12-15 March 2007
and contains a summary of responses
received from the governments and
ICA AP members to two sets of ques-
tionnaire sent to the ICA AP members
in September 2011 (Annex | & Il with
explanations and supplementary ques-
tions). Lack of any feedback after the
8th Conference of ICA AP suggests the
need for follow-up and a Management
Information System as the responses
were received not from the govern-
ments except Bhutan and Japan’s Min-
istry of Agriculture, Forests and Fisher-
ies but from Co-operative Federations
from only 4 countries. The annexures
were framed to update the status of
co-operative laws and policies keeping
in view the current global economic
scenario and the concerns of 2007
Kuala Lumpur Conference about fair
globalisation and the expanded “role
of co-operatives in dealing with the
multidimensional impact of globalisa-
tion” and reflect the ‘advocacy’ part
of the ICA AP activity. Notwithstanding
the limited response, good progress
has been reported such as the enact-
ment of Co-operative Code 2009 in
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Philippines containing the seven ICA
Principles of Co-operative Identity and
laying down elaborate rules and pro-
cedures for specialised co-operative
activities in 20 sectors, e.g. agriculture
and fisheries and the Co-operative
Amendment Act 2009 of Bhutan and
the co-operative policy reforms mea-
sures in Sri Lanka, inclusion of the Right
to form co-operatives as a fundamental
right in the list of Fundamental Rights
in the Constitution of India, the Co-op-
erative Development Plan 2011-2016
of Philippines, the Iranian Plan to raise
the share of the co-operatives in the
national GDP from the present 9% to
25% by 2020, the Japanese Basic Plan
for food and agriculture and rural areas
for ensuring food security and the im-
portant role assigned to co-operatives
in the national effort may be rightly
viewed as outcomes of the advocacy of
ICA-AP.

The reported decision of the Govern-
ment of Sri Lanka to formulate a Na-
tional Co-operative Policy and to enact
a new Co-operative Act is a positive
development. Similar steps have been
initiated by the Government of Nepal.
Under the amended co-operative law of
Bhutan, membership to insurance co-
operatives is open to socially oriented
Non-Profit Organisations and at least
15 registered co-operatives and NPQO’s
may organise insurance co-operatives
together with ‘farmers groups’ which
have been brought within the ambit
of Primary Co-operatives. These new
provisions have the effect of providing
legal and policy sanction to bring about

3.1

co-operative-NGO  partnership and
broadening the base of co-operatives In
Bhutan.

The findings of the Study are contained
in Chapter lll. It has three parts- the first
dealing with the emerging issues in co-
operative law, the second, a brief re-
view of co-operative laws and policies
of 17 member countries of ICA AP and
the third, a summary of conclusions.

The concept of ‘Sufficiency’ economy
developed by the King of Thailand was
the theme of the Bangkok Conference
laying down a practical approach to co-
operative led sustainable development
because any move to limit use of natu-
ral resources and human consumption
according to the carrying capacity of
the earth and ecosystem requires full-
est participation of the community
based on consensus which could be
possible only through the co-operatives
and suggests an integrated co-opera-
tive law based on Seven ICA Principles
of Co-operative Identity. In most coun-
tries however, there exists what may
be called ‘dichotomy’ of laws, because
more than one set of laws with sharply
varying degrees of ‘Compliance with
ICA Principles’ seem to operate creat-
ing legal environment uncongenial to
proper growth of co-operatives as a
‘strategic’ or balancing sector. In this
connection, the landmark orders of the
Supreme Court of India in two cases
cited in Chapter Il are important for the
study because the order in the Andhra
Pradesh Dairy Development Co-opera-
tive Federation case brought out how

POLICY IN THE GLOBALISING ECONOMY AND SOCIETY
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3.2

the operation of two co-operative laws
—a new law substantially ICA Principles
compliant and the old law providing
overriding powers to the state could
stifle the growth of co-operatives. The
order in the other case establishes the
scope of the ‘right to form associa-
tion’ as a fundamental right which is
the foundation of co-operatives and
the interpretation of ‘voluntary’ char-
acter of co-operatives extending to the
right of the co-operatives to restrict
membership to ‘like-minded persons’.
This differentiates ‘co-operatives’ from
state sponsored ‘collectives’ which are
often passed on as ‘co-operatives’ in
some country laws of ‘socialist’ govern-
ments. It follows that unless the right
to form co-operatives is guaranteed in
the constitution, the co-operatives can-
not have any strong foundation. In the
year 2012- the UN international Year of
the Co-operatives, it will be worthwhile
to highlight these two aspects calling
upon the governments to remove the
dichotomy and formulate one compre-
hensive co-operative law as in Philip-
pines inclusive of sector specific provi-
sions and incorporate ‘the right to form
association’ as a constitutional right.

The brief review of co-operative laws
and policies of 17 countries, selected
at random reflect that law/policies of
most countries are at the most par-
tially ICA Principles complaint as only
few country laws/policies such as those
of Japan, Philippines, Bhutan, Korea,
Thailand and Malaysia contain legal
provisions and institutions designed
to promote growth of professionally

4™ CRITICAL STUDY OF

3.3

managed and viable co-operatives cov-
ering diverse and expanding sectors.
Noting the symbiotic relationship be-
tween laws and policies, the study has
observed that most co-operative policy
statements issued by Governments
from time to time remained inopera-
tive because these were not backed
by changes in laws or improvement in
support systems, Hence, the need for
creating institutions like the Co-oper-
ative Development Authority in Philip-
pines or its Co-operative Development
Plan 2011-2016; Co-operative League
of Thailand or the Agricultural Eco-
nomic Area Defined, under the Agricul-
tural Economics Act 1979 in Thailand,;
the Iranian Central Chamber of Co-
operatives; the National Co-operative
Organisation of Malaysia (ANGKASA),
National Co-operative Council of Sri
Lanka in every member country where
it does not exist presumably due to the
government’s reluctance to allow freely
autonomous bodies to grow. The ICA
may take up this issue in its continuing
government co-operative dialogue and
carry out country specific co-operative
sector reviews.

It is also noted that in a number of
countries the co-operatives operate in
the manner of ‘guided’ co-operatives
with government holding share capital
and controlling its activities and stifling
healthy growth of co-operatives in the
process. To create awareness about de-
ficiencies in laws and policies in such
situations, it may be useful to suggest
a model ICA Principles compliant law
and then launch‘ advocacy drive’ to in-
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troduce reforms. Keeping this in view,
a ‘copy of model co-operative law’
circulated by the Government of India
urging all states to adopt this law as
‘cooperation’ is a state subject in India
as in Sri Lanka has been incorporated
in this study (Annexure-V). No such
model policy could, however, be devel-
oped as it has to be necessarily country
specific. However, a Co-operative De-
velopment Policy might as well under-
score the widely felt experience that the
future of co-operatives lies not in small
co-operatives taking up one or two ac-
tivities for a handful of members but
in ‘expansion with consolidation and
diversification’ by facilitating growth of
large, professionally managed co-oper-
atives in diverse fields and capacity to
bring Self-Help Groups, Micro-finance
institutions and such other social action
groups and particularly those active in
conservation and environment fields
such as Water Users associations in ir-
rigated areas within the ambit of co-
operatives by suitable changes in laws
and policies.

To even formulate these basic reforms
what is needed first is the political
commitment to co-operatives and an
administrative arrangement to ensure
that it is put into practice. A good
example of the first step is the clear
policy statement and direction of the
Sri Lankan President, HE Mr. Mahinda
Rajapaksa as quoted in Chapter IV
and it is felt that the second condition
suggests that co-operatives be placed
in the office of the Prime Minister or
the President so that the subject re-

4.1

ceives the importance as a ‘Strategic
Sector of the Economy’. The idea of
a single nodal Ministry at the Federal
and the State level in case of a coun-
try like India seems appropriate to de-
velop integrated laws and policies and
to bring about ‘coherent synergy’ in
the activities of co-operatives in dif-
ferent sectors.

The issue of ‘internal governance’ of
co-operatives has been examined in
country specific studies and it is noted
that despite adherence to concepts of
‘autonomy’ and ‘member controlled’
‘features of co-operatives’, in practice,
the Board of Directors in a number of
countries such as Iran, Cambodia and
Vietnam are subject to multiple supervi-
sion over and above their accountability
to the general body. These anomalies
should be removed as a part of capac-
ity building efforts including training of
co-operative officials in management
of enterprises, accounting, etc.

In previous Co-operative Ministers
Conference building strategic alliance
with private and public corporates was
stressed and also floating of joint stock
companies, by large co-operatives as

The future of co-operatives

lies not in small co-operatives

taking up one or two activities

for a handful of members but in

‘expansion with consolidation and

diversification’
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subsidiaries. There are some outstand-
ing success stories in this sphere in Ja-
pan and India. This study suggests a
cautious approach as it is felt that while
considering strategic alliance between
co-operatives and private corporate sec-
tor its terms must be so worked out as
to maintain the co-operative character
ensuring that the benefits are passed on
to co-operative members. In the same
manner floating joint stock companies
with base capital from co-operatives
and supplemented by sale of shares in
the capital market must be so structured
as to preserve the co-operative hold and
avoid take over by ‘other’ share hold-
ers. The need for strict laws regulating
‘demutualisation’ of co-operatives was
stressed in the recommendations of
the 8th Ministers Conference and must
be followed up to prevent privatisation
of social and co-operative assets. Most
country laws in this regard merit a closer
examination and stricter provisions.

Once the ‘strategic role’ of co-opera-
tives is recognised, it becomes appar-
ent that the extant financial systems
established to promote co-operatives
have been far less ‘broad based’ or in-
novative as compared to the financial

To even formulate these basic
reforms what is needed first is
the political commitment to co-

operatives and an administrative

arrangement to ensure that it is put

into practice.
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institutions created to support the cor-
porate sector. During country visits and
discussions, the co-operators appeared
to favour constitution of a Special Pur-
pose Vehicle (SPV) in the form of a Bank
to provide multiple financial service to
the co-operatives which the existing
Co-operative Development Banks are
unable to provide. The need for a SPV
in all but the developed economies like
Japan and Korea where co-operatives
have emerged as strong self sustaining
sector arises from the fact that histori-
cally, co-operatives in most develop-
ing countries were unable to mobilize
significant savings from members and
form capital on their own. Consequent-
ly, the seed capital generated by such
co-operatives could attract neither in-
stitutional finance nor enable them to
provide essential production loans like
crop loans to the members. Thus the
classical model of Robert Owen’s co-
operatives based on Thrift and Mutual
help did not succeed in small and mar-
ginal farm or poor artisanal household
dominated rural economies in most
countries of Asia. This led to state inter-
vention in the form of contribution to
share capital or loan from co-operative
banks backed by refinance facilities
provided by the Central Bank or its sub-
sidiaries which enabled these Primary
Agricultural Co-operative societies to
provide credit to members and in the
process attracted state interference,
regulation and control which have been
institutionalised in most countries. The
prospects of local resource mobiliza-
tion by primary level co-operatives look
dim even now because in the wake of
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liberalisation of the economy, there are
financial institutions competing for tap-
ping such savings with attractive terms
and instruments. As this situation is
unlikely to improve, there is a need for
SPV in the form of a bank especially set
up to meet the credit and investment
needs of co-operatives much in the pat-
tern of banks for developing industries
particularly small industries e.g. Indus-
trial Finance Corporation or small In-
dustries Development Bank of India.

In the matter of taxation, the co-oper-
atives face widely varying tax regimes
from no tax on profits in Kuwait to
lower taxation (22%) on profits in Ja-
pan as compared to 30% payable by
other enterprises and does not seem
to be part of a total package of incen-
tives which is necessary to promote
co-operatives as a balancing sector. On
the other hand, the tax exemptions, re-
bates and concessions in various forms
to corporates are huge and continuing
and often run close to the total tax re-
ceipts of a country in post liberalisation
era even when such countries like India
are facing large fiscal deficits.

As country visits were limited to four
countries due to various constraints,
the reports in Chapter IV do not reflect
the overall status of co-operatives in
the Asia Pacific Region. However, there
are certain trends which seem to reflect
the co-operative thinking and actions.
In Philippines there is strong evidence
of awareness about the adverse conse-
guences of globalisation in the form of
high prices, unemployment and priva-

5.1

tisation of common property resources
which caused hardships for the masses.
There has been commendable effort to
position ‘co-operatives’ as an impor-
tant sector. The enactment of Co-op-
erative Code 2009,the formulation of
Co-operative Development Plan 2011-
2012, the dynamic role of NATCCO
and MICOOP, NATCCO Department
of Agrarian Reform Collaboration Pro-
gramme to enable erstwhile landless
farmers to start remunerative farm-
ing, the revamped role of Co-operative
Development Authority and other in-
novate programmes suggest that the
co-operatives in Philippines are on a
high growth path geared to expand
its already diversified activities despite
weakness in some sectors like con-
sumer co-operatives.

In Sri Lanka, the position is also promis-
ing with the strong state commitment
to reform the co-operatives (the Presi-
dent of Sri Lanka was himself a leading
co-operator) by a new policy and law
and institutional support to COOPFED
as an agency to maintain price stability.
The active role National Co-operative
Council and the Constitution of Na-
tional Co-operative Development Fund
to take up schemes to develop co-op-
eratives including staff training, capac-
ity building of members, etc suggest a
continuing expansion of co-operatives
into diversified activities such as health
and education. The SHG movement
has been growing in Sri Lanka — mainly
women led and active in micro-finance
with strong linkage with Banks and
have the potential to get into lending
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for crops, livestock, handicrafts and
handlooms. The co-operative leaders
and officials feel the need to bring the
SHG’s within the ambit of co-operative
movement.

In Iran, growth of co-operatives has
been accorded a high priority in the
constitution and the co-operative law
has been so formulated as to make

co-operatives an instrument of social
mobilisation, a means to achieve eq-
uity, justice, avoidance of concentra-
tion of wealth and transfer of modern
agricultural technology to farmers and
agro-processing industry. This is a clear
direction for co-operatives for future
growth as the state plans to raise the
co-operatives share in GDP from 9% as
of now to 25% in the near future and
this will mean expansion of co-opera-
tive membership from the present level
of 40 million under 1,70,000 co-op-
eratives to a level comprising the ma-
jority of the population. No country in
the region has such an ambitious plan
of co-operative development though
it seems essentially a ‘guided’, ‘state
sponsored’ growth. State policies such
as proposed transfer of housing assets
to co-operatives is one such measure
that will vastly increase the role of co-
operatives in the economy. The sup-
porting institutions like ICCC, CORC,
CURACI and the Co-operative Devel-
opment Bank have been equipped with
infrastructure and professional capacity
to promote growth of co-operatives in
diverse fields. On the whole an Iranian
model of co-operatives seems to have
emerged despite heavy state control
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5.3

which may be relevant to West Asian
countries facing issues of rural develop-
ment, growth of Rural Non Farm Sector
and technology application to generate
employment opportunities in farm and
non farm sector.

The base of Japan’s Co-operatives has
been the large multipurpose agricultural
co-operatives which have evolved into
about 700 co-operatives with 40% as-
sociate members and 9.5 million mem-
bers in total who are not agriculturists
though they live in rural areas. The
vast reach of Consumer Co-operatives,
the Health Co-operatives, the Work-
ers Co-operatives, the Insurance Co-
operatives and their manifold activities,
financing arrangements reflect their
unique strength and the ability of the
Japanese Government to support the
co-operatives through different minis-
tries and sectoral laws there being no
single nodal ministry of co-operatives
or a comprehensive law for all types of
co-operatives. There has been, howev-
er, a demand for a comprehensive law
from Japanese Workers Co-operative
Union on the ground that the increas-
ing share of ‘contingent’ labour, cur-
rently estimated at about 1/3rd of the
total workforce and the rising popula-
tion of aged persons which is projected
to go up from 18% now to 25% of
the total population in 2050 call for a
flexible, and comprehensive law. The
federating co-operative bodies in Japan
such as JA-ZENCHU for agricultural co-
operatives, JCCU — Japan for consumer
co-operatives have been playing a vital
role in their fields-marketing and pro-



cessing of agricultural produce and
making available consumer goods at
a reasonable price and are involved in
the policy making process by the Gov-
ernment.

The co-operatives in Japan are on a very
strong footing. Currently, the main con-
cern seems to be the ‘food security’ as
Japan is only 40% food self sufficient
and hence, keen to avoid larger de-
pendence on imports by consolidating
the agricultural co-operatives which
are now facing labour shortage due
to ‘shrinking population’ and steadily
rising trend among the rural youth to
‘opt out’ of agriculture. What is to be
noted by other Asian countries is the
‘strategic role’ accorded to agriculture
in Japan, (despite its current low share
in the GDP), because of the high vola-
tility in global food market faced with
the rising urban food demand. There is
thus a need for a review of agricultural
growth strategies keeping in view the
imperative need to strengthen the small
farm agriculture by productivity increase
while maintaining soil fertility and wa-
ter resources and promoting, rural non

farm sector and its value added activi-
ties. This new thinking on agriculture
merits study by all member countries
especially those facing food security
problems to avoid being carried away
by the neo-liberal model of urban-tech-
nology-service led growth for the simple
reason that most people in large nations
in the region would continue to live in
rural areas and depend critically on rural
economy for basic survival needs.

The Critical Study, though carried
out in a brief period with limited field
visits, has compelling evidence that
the recent experience of ‘globalising’
economy influenced by ‘neo-liberal-
ism’ suggests that co-operatives must
come out of its role as ‘an adjunct’,
third sector to market-corporate led
economy and occupy a space, broad
and deep enough to enable its diver-
sified activities to play a ‘balancing’
role on regular basis to develop what
J Stiglitz calls a ‘creative economy’.
This is possibly the road to reform and
reinvent the co-operatives and realise
the dream of the founding fathers of
the co-operative movement.
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Chapter 1

eading issues of Co-operative law
and Policy in the Globalising Economy

The Terms of Reference of this study in-
dicate preparation of a critical analysis
of the co-operative laws of countries of
the region that has a ‘bearing of varied
socio-economic, cultural and political
practices’ as its main objective and that
the basis of the critical study document
is essentially ‘doctrinal research’ on laws
and policies governing co-operatives
and reflecting the priorities of the re-
spective governments. The Oxford Dic-
tionary meaning of the word ‘critical’ is
“expressing or involving an analysis of
the merits and faults of a work or situ-
ation or problem.” This suggests some
points of reference or parameters to
evaluate for analysis and not just a pure
academic study to mention what the
ideal law or policies for co-operatives
should be to achieve optimally the ob-
jectives of the co-operative movement
as enshrined in philosophy in the work
of Robert Owen and Rochdale Principles
or ILO Resolution No 193 of 2002 and
the UN Declaration of 2001. However,
much one may wish to do, such an ex-
ercise will be hit by the fast changing

ground realities of the second decade
of 21st century posing new challenges
in the globalising post industrial world.
A better course, therefore, seems to
be to limit the scrutiny to the impact
of implementation of existing laws and
policies, their proven inadequacies and
the degree of compliance with the core
principles and practices underscored in
the aforesaid ILO/UN Resolutions and
Declaration of the 8th Asia Pacific Co-
operative Ministers’ Conference held at
Kuala Lumpur, Malaysia in March 2007
ending with suggestions for changes in
laws and policies for consideration of
the conference of Co-operative Minis-
ters scheduled during February-March
2012 at Bangkok.

The Oxford Dictionary meaning of
the word ‘critical’ is “expressing
or involving an analysis of the
merits and faults of a work or
situation or problem”.

23



24

1.1 The UN Declaration of 2012 as the In-

ternational Year of the Co-operatives
has added a special significance to the
conference at Bangkok in the light of
widespread rethinking on the role of co-
operatives as a preferred mode of eco-
nomic enterprise that is intrinsically (i)
averse to risk and speculation (ii) mem-
ber controlled and democratically man-
aged based on the principles of equal-
ity with accountability to members and
(iii) oriented to socio-economic well
being of the members, their families
and women and children in particular
and are therefore not driven by profits
as in corporates which mostly function
solely to enhance the profits of a small
group of promoters and investors who
really command and control these cor-
porate bodies. This was evident from
the collapse of several huge corporates
and financial behemoths since 2008
in the developed world and their total
lack of concern and disregard of its ad-
verse fallout in the form of massive pri-
valization and unemployment endan-
gering livelihood security of millions
of common people in these countries.
It is thus argued that in the euphoria
created by the advocates of globalisa-
tion, the strong points of co-operatives
were overlooked by most countries in
the economic reforms process aimed at
expanding its market orientation which
had, for want of legal and constitution-
al support to the co-operatives, caused
either shrinkage of space for co-opera-
tives or significant reduction or stagna-
tion in its activities. This must change
now, this study has argued, for a more
secure and better future for mankind.
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1.2 To develop a perspective for revamping

co-operatives in the coming decades, a
hard look at the global socio-economic
scene indicates following disquieting
features:

1.2.1 Asreported in the World Press, the Euro-

pean Commission, the economic watch-
dog of the European Union warned on
10/11/2011 that ““Eurozone will grow
only by a paltry 0.5% in 2012.”” Growth
has thus stalled in Europe and there is a
risk of a new and prolonged recession,
possibly double dip and complemented
by continued market turmoil which
could hit the global economy hard par-
ticularly the countries of Asia and the
Pacific region because of their depen-
dence on European exports.

1.2.2 The persistent high incidence of un-

employment in US of over 9% for sev-
eral years, absence of any real income
growth for the masses over three de-
cades, massive and widening inequality,
lack of social mobility have given rise to
‘occupy wall street’” movement which
has now spread to many cities of the
developed world raising demands for a
new global economic order based on
effective social control and regulation
of speculative capital flows, destabilis-
ing financial instruments and products
like the derivatives, etc. The slogan ‘we
are the 99%’ raised at Wall Street, No-
ble laureate economist Joseph Stiglitz
pointed out, has its “brutal factual “
basis — the trickle down of growth to
prosperity did not happen and most
Americans are worse off today than
they were in 1995. There is a world-



wide demand for price stability, in-
come-employment-health security and
opportunities for education and social
advancement on a huge scale both in
developing and developed countries.
Specifically the sluggish growth of US
economy has cast its shadow on pros-
pects of developing countries.

1.2.3 Since the last decade of post liberalisa-

tion period, most developing countries
of Asia and Pacific such as India have
been facing rising inflation, sluggish
employment if not ‘jobless growth’
and ever shrinking labour demand
in the organised sector. Volatile capi-
tal markets have added to the uncer-
tainty and woes of the middle class.
Moreover-high prices of food coupled
with rapidly adverse terms of trade for
agricultural and rural households have
compounded socio-economic stability
and raised questions about sustainabil-
ity of capital intensive growth and as J.
Stiglitz* argued that ‘not being able to
restrain the markets has been the ma-
jor failure of the Governments’. These
developments suggest the need for a
new definition of economic reforms — a
structural change in form and manage-
ment of business enterprises which are
to be more ‘socially responsible’ and
therefore a strong case for co-oper-
atives is gaining a larger constituency
now than ever before.

1.2.4 The issue of ecological and environ-

mental sustainability of development is
now firmly in the global agenda as un-

derscored in the Rio + 20 conference.
Since sustainable development calls
for widest participation of stakehold-
ers in conservation and climate change
mitigation efforts, the co-operatives
emerge as suitable mechanism for so-
cial and community mobilization, dis-
semination of knowledge and program
implementation in inter-related activi-
ties of landwater, forests, and wetlands
conservation, bridging the knowledge
gap through constructive coordination
with other civil society groups. Indeed,
the co-operatives, by virtue of their
broad mandate are ideally placed for
combining advocacy as well as imple-
mentation functions in conservation
and environment fields both in rural
and urban areas.

1.2.5 Perusal of the proceedings of the 8th

Ministers Conference,- the resolutions
adopted, and the recommendations
made as well as the pre-conference
reference materials on the conference
theme - ‘Fair Globalisation through
Co-operatives’ clearly indicates that
the conference anticipated the adverse
developments mentioned above and
therefore highlighted ‘the multi dimen-
sional’ impact of globalisation and the
socially imperative need to restructure
the co-operatives to play a cohesive,
diverse and balancing role in a market
driven globalising economy. This called
for a review of co-operative laws and
policies to put in place the seven car-
dinal principles of ICA Statement of
1995, improvement in co-operative

1J. Stiglitz - Lecture delivered at lIC, New Delhi on 4.11.2011
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governance by professionalisation,
protection of co-operative character
against demutualisation and attaining
a competitive edge in its production
and service related activities. There was
a consensus that as the poor and the
vulnerable sections of the population
were being rendered more insecure
and unable to gain from globalisation
the co-operatives must step in with a
wider agenda to provide them with
livelihood, health and education secu-
rity by diversifying their activities.

These concerns, voiced in March 2007
when the global economic crisis was
unfolding formed the basis of the Ques-
tionnaire circulated to all Members and
the Governments of the ICA-Asia Pa-
cific region highlighting the main issues
emerging from the resolutions and the
explanatory/supplementary  questions
from the recommendations in order to
obtain a status report on actions taken
on the decisions of the 8th Conference
(Annexure | & ). ICA-Asia Pacific
is aware of limitations of its advocacy
role as every country is subject to its
own compulsions and systemic prob-
lems. Thus, the periodic and usually
intensive training programmes for co-

The ICA could at least claim some

credit for sensitising the members

in this intervening period about the

need to create an enabling legal
and policy environment for co-

operatives to play its desired role.
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operatives, exchange visits, interaction
with the National Level Federating or-
ganisations Organised by the ICA-Asia
Pacific region were the means adopted
to facilitate implementation of the deci-
sions of the 8th Conference. The replies
received and summarised in the subse-
guent chapter on the status of actions
taken indicate a mixed response, and in
essence positive though more concrete
steps seem to be necessary. The ICA
could at least claim some credit for sen-
sitising the members in this intervening
period about the need to create an en-
abling legal and policy environment for
co-operatives to play its desired role.

To carry out “a doctrinal research”
on co-operative laws and policies is
not without its problems because the
co-operative doctrines have been well
formulated over a century and reiter-
ated under a set of regional and in-
ternational human rights instruments
which make it a duty for the states to
initiate development according to cer-
tain basic principles and rights for the
citizens. These include, substantively,
the right to form associations, to as-
semble, associate and federate with-
out hindrance or negative legal and
administrative consequences. The right
to choose one’s own economic activ-
ity or a vocation or a business partner,
the right to property and free access
to national and international markets
and of course, the rule of law and the
right of free access to ordinary courts
of laws and an administrative system
that reduces the discretionary pow-
ers of the authorities to the minimum.



Any co-operative law that recognises
the universally accepted definition of
co-operatives as ‘“‘autonomous, mu-
tual and self-help groups” which aim
at meeting their members common
economic, social or cultural needs by
operating a jointly owned and member
controlled enterprise must necessarily
enshrine in the law the shared co-op-
erative values like self-help, responsibil-
ity, equality, equity, solidarity, transpar-
ency and integrity. These are built into
various declarations such as the ILO
Convention 141 on the right to form
rural organisations, the ILO convention
169 concerning indigenous and tribal
people in independent countries, ILO
recommendations No 127 of 1966 and
No 193 of 2002, the 1995 ICA State-
ment on Co-operative Identity and the
UN Guidelines 2001 aimed at creating
a supportive environment for the de-
velopment of co-operatives constitute
the international co-operative law and
therefore sets legal norms and stan-
dards for national co-operative laws.
Though there is no way the ILO or any
agency could enforce the provisions,
these instruments command a moral
force and have actually influenced na-
tional laws as the succeeding chapters
would show. These three instruments
laying down the theoretical framework
of co-operative policies and laws for all
countries are reproduced below.

I. ICA Statement on the

Co-operative Identity

Definition

A co-operative is an autonomous association of per-
sons united voluntarily to meet their common eco-
nomic, social, and cultural needs and aspirations

through a jointly-owned and democratically-con-
trolled enterprise.

Values

Co-operatives are based on the values of self-help,
self-responsibility, democracy, equality, equity and
solidarity. In the tradition of their founders, co-opera-
tive members believe in the ethical values of honesty,
openness, social responsibility and caring for others.

Principles
The co-operative principles are guidelines by which
co-operatives put their values into practice.

1st Principle: Voluntary and Open Membership
Co-operatives are voluntary organisations, open to
all persons able to use their services and willing to
accept the responsibilities of membership, without
gender, social, racial, political or religious discrimina-
tion.

2nd Principle: Democratic Member Control
Co-operatives are democratic organisations controlled
by their members, who actively participate in setting
their policies and making decisions. Men and women
serving as elected representatives are accountable to
the membership. In primary co-operatives members
have equal voting rights (one member, one vote) and
co-operatives at other levels are also organised in a
democratic manner.

3rd Principle: Member Economic Participation
Members contribute equitably to, and democratically
control, the capital of their co-operative. At least part
of that capital is usually the common property of the
co-operative. Members usually receive limited com-
pensation, if any, on capital subscribed as a condi-
tion of membership. Members allocate surpluses for
any or all of the following purposes: developing their
co-operative, possibly by setting up reserves, part of
which at least would be indivisible; benefiting mem-
bers in proportion to their transactions with the co-
operative; and supporting other activities approved
by the membership.

4th Principle: Autonomy and Independence
Co-operatives are autonomous, self-help organisa-
tions controlled by their members. If they enter to
agreements with other organisations, including gov-
ernments, or raise capital from external sources, they
do so on terms that ensure democratic control by
their members and maintain their co-operative au-
tonomy.

POLICY IN THE GLOBALISING ECONOMY AND SOCIETY

27



28

5th Principle: Education, Training and
Information

Co-operatives provide education and training for their
members, elected representatives, managers, and em-
ployees so they can contribute effectively to the devel-
opment of their co-operatives. They inform the general
public - particularly young people and opinion leaders
- about the nature and benefits of co-operation.

6th Principle: Co-operation among
Co-operatives

Co-operatives serve their members most effectively
and strengthen the co-operative movement by work-
ing together through local, national, regional and in-
ternational structures.

7th Principle: Concern for Community
Co-operatives work for the sustainable development
of their communities through policies approved by
their members.

I1. ILO Resolution NO.193
dated 2,6.2002

R193 Promotion of Co-operatives
Recommendation, 2002

Recommendation concerning Promotion of Co-oper-
atives

Recommendation: R193 Place: Geneva Session of the
Conference: 90 Date of adoption:03:06:2002 Sub-
ject classification: Co-operatives

Subject: Employment Policy and Promotion

Status: Up-to-date instrument This Recommenda-
tion was adopted after 1985 and is considered up
to date.

The General Conference of the International Labour
Organization, Having been convened at Geneva by
the Governing Body of the International Labour Of-
fice, and having met in its 90th Session on 3 June
2002, and Recognizing the importance of co-opera-
tives in job creation, mobilizing resources, generating
investment and their contribution to the economy,
and Recognizing that co-operatives in their various
forms promote the fullest participation in the eco-
nomic and social development of all people, and
Recognizing that globalization has created new and
different pressures, problems, challenges and oppor-
tunities for co-operatives, and that stronger forms of
human solidarity at national and international levels
are required to facilitate a more equitable distribution
of the benefits of globalization, and Noting the ILO
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Declaration on Fundamental Principles and Rights at
Work, adopted by the International Labour Confer-
ence at its 86th Session (1998), and Noting the rights
and principles embodied in international labour Con-
ventions and Recommendations, in particular the
Forced Labour Convention, 1930; the Freedom of
Association and Protection of the Right to Organise
Convention, 1948; the Right to Organise and Collec-
tive Bargaining Convention, 1949; the Equal Remu-
neration Convention, 1951; the Social Security (Mini-
mum Standards) Convention, 1952; the Abolition of
Forced Labour Convention, 1957; the Discrimination
(Employment and Occupation) Convention, 1958;
the Employment Policy Convention, 1964; the Mini-
mum Age Convention, 1973; the Rural Workers’ Or-
ganisations Convention and Recommendation, 1975;
the Human Resources Development Convention and
Recommendation, 1975; the Employment Policy
(Supplementary Provisions) Recommendation, 1984;
the Job Creation in Small and Medium-Sized Enter-
prises Recommendation, 1998; and the Worst Forms
of Child Labour Convention, 1999, and Recalling the
principle embodied in the Declaration of Philadel-
phia that “labour is not a commodity”, and Recall-
ing that the realization of decent work for workers
everywhere is a primary objective of the International
Labour Organization, and Having decided upon the
adoption of certain proposals with regard to the pro-
motion of co-operatives, which is the fourth item on
the agenda of the session, and Having determined
that these proposals shall take the form of a Recom-
mendation; adopts this twentieth day of June of the
year two thousand and two the following Recom-
mendation, which may be cited as the Promotion of
Co-operatives Recommendation, 2002.

() Scope, Definition and Objectives

1. It is recognized that co-operatives operate in
all sectors of the economy. This Recommen-
dation applies to all types and forms of co-
operatives.

2. For the purposes of this Recommendation, the
term “co-operative” means an autonomous as-
sociation of persons united voluntarily to meet
their common economic, social and cultural
needs and aspirations through a jointly owned
and demaocratically controlled enterprise.

3. The promotion and strengthening of the iden-
tity of co-operatives should be encouraged on
the basis of:



co-operative values of self-help, self-respon-
sibility, democracy, equality, equity and soli-
darity; as well as ethical values of honesty,
openness, social responsibility and caring for
others; and

co-operative principles as developed by the
international co-operative movement and as
referred to in the Annexure B hereto. These
principles are: voluntary and open member-
ship; democratic member control; member
economic participation; autonomy and inde-
pendence; education, training and informa-
tion; cooperation among co-operatives; and
concern for community.

Measures should be adopted to promote the
potential of co-operatives in all countries, irre-
spective of their level of development, in order
to assist them and their membership to:

create and develop income-generating activi-
ties and sustainable decent employment;

develop human resource capacities and knowl-
edge of the values, advantages and benefits
of the co-operative movement through edu-
cation and training;

develop their business potential, including en-
trepreneurial and managerial capacities;

strengthen their competitiveness as well as
gain access to markets and to institutional fi-
nance;

increase savings and investment;

improve social and economic well-being, tak-
ing into account the need to eliminate all
forms of discrimination;

contribute to sustainable human develop-
ment; and

establish and expand a viable and dynamic dis-
tinctive sector of the economy, which includes
co-operatives, that responds to the social and
economic needs of the community.

The adoption of special measures should be
encouraged to enable co-operatives, as enter-
prises and organizations inspired by solidarity,
to respond to their members’ needs and the
needs of society, including those of disadvan-
taged groups in order to achieve their social
inclusion.

(I) Policy Framework and Role of Governments

6.

A balanced society necessitates the existence
of strong public and private sectors, as well as
a strong co-operative, mutual and the other
social and non-governmental sector. It is in
this context that Governments should provide
a supportive policy and legal framework con-
sistent with the nature and function of co-op-
eratives and guided by the co-operative values
and principles set out in Paragraph 3, which
would:

establish an institutional framework with the
purpose of allowing for the registration of co-
operatives in as rapid, simple, affordable and
efficient a manner as possible;

promote policies aimed at allowing the creation
of appropriate reserves, part of which at least
could be indivisible, and solidarity funds within
co-operatives;

provide for the adoption of measures for the
oversight of co-operatives, on terms appropri-
ate to their nature and functions, which re-
spect their autonomy, and are in accordance
with national law and practice, and which are
no less favourable than those applicable to
other forms of enterprise and social organiza-
tion;

facilitate the membership of co-operatives
in co-operative structures responding to the
needs of co-operative members; and

encourage the development of co-operatives
as autonomous and self-managed enterprises,
particularly in areas where co-operatives have
an important role to play or provide services
that are not otherwise provided.

The promotion of co-operatives guided by
the values and principles set out in Paragraph
3 should be considered as one of the pillars
of national and international economic and
social development.

Co-operatives should be treated in accordance
with national law and practice and on terms
no less favourable than those accorded
to other forms of enterprise and social
organization. Governments should introduce
support measures, where appropriate, for the
activities of co-operatives that meet specific
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social and public policy outcomes, such as
employment promotion or the development
of activities benefiting disadvantaged groups
or regions. Such measures could include,
among others and in so far as possible, tax
benefits, loans, grants, access to public
works programmes, and special procurement
provisions.

Special consideration should be given to in-
creasing women'’s participation in the co-op-
erative movement at all levels, particularly at
management and leadership levels.

National policies should notably:

promote the ILO fundamental labour standards
and the ILO Declaration on Fundamental Prin-
ciples and Rights at Work, for all workers in co-
operatives without distinction whatsoever;

ensure that co-operatives are not set up for,
or used for, non-compliance with labour law
or used to establish disguised employment re-
lationships, and combat pseudo co-operatives
violating workers’ rights, by ensuring that la-
bour legislation is applied in all enterprises;

promote gender equality in co-operatives and
in their work;

promote measures to ensure that best labour
practices are followed in co-operatives, includ-
ing access to relevant information;

develop the technical and vocational skills,
entrepreneurial and managerial abilities,
knowledge of business potential, and general
economic and social policy skills, of members,
workers and managers, and improve their
access to information and communication
technologies;

promote education and training in co-opera-
tive principles and practices, at all appropriate
levels of the national education and training
systems, and in the wider society;

promote the adoption of measures that pro-
vide for safety and health in the workplace;

provide for training and other forms of as-
sistance to improve the level of productivity
and competitiveness of co-operatives and the
quality of goods and services they produce;
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facilitate access of co-operatives to credit;
facilitate access of co-operatives to markets;

(9] promote the dissemination of information on
co-operatives; and

(1 seek to improve national statistics on co-op-
eratives with a view to the formulation and
implementation of development policies.

2 Such policies should:

(@ decentralize to the regional and local levels,
where appropriate, the formulation and im-
plementation of policies and regulations re-
garding co-operatives;

(b) define legal obligations of co-operatives in ar-
eas such as registration, financial and social
audits, and the obtaining of licences; and

(c) promote best practice on corporate gover-
nance in co-operatives.

9. Governments should promote the important
role of co-operatives in transforming what are
often marginal survival activities (sometimes
referred to as the “informal economy™) into
legally protected work, fully integrated into
mainstream economic life.

(I1l) Implementation of Public Policies for the

Promotion of Co-operatives

10.(1) Member States should adopt specific
legislation and regulations on co-operatives,
which are guided by the co-operative values
and principles set out in Paragraph 3, and
revise such legislation and regulations when
appropriate.

2 Governments should consult co-operative
organizations, as well as the employers’ and
workers’ organizations concerned, in the
formulation and revision of legislation, policies
and regulations applicable to co-operatives.

11.(1) Governments should facilitate access of co-
operatives to support services in order to
strengthen them, their business viability and
their capacity to create employment and
income.

2 These services should include, wherever pos-
sible:

(@ human resource development programmes;
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12.

13.

research and management consultancy ser-
vices;

access to finance and investment;
accountancy and audit services;
management information services;
information and public relations services;

consultancy services on technology and inno-
vation;

legal and taxation services;
support services for marketing; and
other support services where appropriate.

Governments should facilitate the establish-
ment of these support services. Co-operatives
and their organizations should be encouraged
to participate in the organization and man-
agement of these services and, wherever fea-
sible and appropriate, to finance them.

Governments should recognize the role of co-
operatives and their organizations by develop-
ing appropriate instruments aimed at creating
and strengthening co-operatives at national
and local levels.

Governments should, where appropriate,
adopt measures to facilitate the access of co-
operatives to investment finance and credit.
Such measures should notably:

allow loans and other financial facilities to be
offered;

simplify administrative procedures, remedy
any inadequate level of co-operative assets,
and reduce the cost of loan transactions;

facilitate an autonomous system of finance
for co-operatives, including savings and cred-
it, banking and insurance co-operatives; and

include special provisions for disadvantaged
groups.

For the promotion of the co-operative move-
ment, governments should encourage condi-
tions favouring the development of technical,
commercial and financial linkages among all
forms of co-operatives so as to facilitate an ex-
change of experience and the sharing of risks
and benefits.

(IV) Role of Employers’ and Workers’
Organizations and Co-operative Organizations,
and relationships between them

14.

15.

16.

Employers’ and workers’ organizations, recog-
nizing the significance of co-operatives for the
attainment of sustainable development goals,
should seek, together with co-operative or-
ganizations, ways and means of co-operative
promotion.

Employers’ organizations should consider,
where appropriate, the extension of member-
ship to co-operatives wishing to join them and
provide appropriate support services on the
same terms and conditions applying to other
members.

Workers’ organizations should be encouraged
to:

advise and assist workers in co-operatives to
join workers’ organizations;

assist their members to establish co-opera-
tives, including with the aim of facilitating ac-
cess to basic goods and services;

participate in committees and working groups
at the local, national and international levels
that consider economic and social issues hav-
ing an impact on co-operatives;

assist and participate in the setting up of new
co-operatives with a view to the creation or
maintenance of employment, including in
cases of proposed closures of enterprises;

assist and participate in programmes for co-
operatives aimed at improving their productiv-
ity;

promote equality of opportunity in co-opera-
tives;

promote the exercise of the rights of worker-
members of co-operatives; and

undertake any other activities for the promo-
tion of co-operatives, including education and
training.

Co-operatives and organizations representing
them should be encouraged to:

establish an active relationship with employ-
ers’ and workers’ organizations and con-
cerned governmental and non-governmental
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(@)

agencies with a view to creating a favourable
climate for the development of co-opera-
tives;

manage their own support services and con-
tribute to their financing;

provide commercial and financial services to
affiliated co-operatives;

invest in, and further, human resource devel-
opment of their members, workers and man-
agers;

further the development of and affiliation
with national and international co-operative
organizations;

represent the national co-operative movement
at the international level; and

undertake any other activities for the promo-
tion of co-operatives.

(V) International Cooperation

18.

@)

International cooperation should be facilitated
through:

exchanging information on policies and pro-
grammes that have proved to be effective in
employment creation and income generation
for members of co-operatives;

encouraging and promoting relationships be-
tween national and international bodies and
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institutions involved in the development of co-
operatives in order to permit:

the exchange of personnel and ideas, of edu-
cational and training materials, methodologies
and reference materials;

the compilation and utilization of research
material and other data on co-operatives and
their development;

the establishment of alliances and internation-
al partnerships between co-operatives;

the promotion and protection of co-operative
values and principles; and

the establishment of commercial relations be-
tween co-operatives;

access of co-operatives to national and
international data, such as market information,
legislation, training methods and techniques,
technology and product standards; and

developing, where it is warranted and possible,
and in consultation with co-operatives, em-
ployers’ and workers’ organizations concerned,
common regional and international guidelines
and legislation to support co-operatives.

(VI) Final Provision

19.

The present Recommendation revises and re-
places the Co-operatives (Developing Coun-
tries) Recommendation, 1966.
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I. Introduction

1.

The present report responds to resolution
54/123 of 17 December, 1999 in which the
General Assembly requested the Secretary
-General to seek views from Governments on
the draft guidelines aimed at creating a sup-
portive environment for the development of
co-operatives and to provide, if necessary, a
revised version for adoption. In the same reso-
lution, the General Assembly also requested
the Secretary-General to prepare, in consulta-
tion with Member States and relevant United
Nations organizations and international orga-
nizations, a report on the implementation of
the resolution and to submit it, through the
Economic and Social Council, to the Assembly
at its fifty-sixth session.

A gquestionnaire was sent to all Member States
seeking their views on the draft guidelines and
information on progress made in the imple-
mentation of resolution 54/123. The present
report is based on the replies from 12 govern-
mental agencies which were received by mid
April 2001. A shorter version of the question-
naire was transmitted to relevant international
organizations, specialized agencies and co-
operative organizations; 21 responses were
received. Respondents provided information
on the action taken in the following areas:

Utilization and development of the potential
and contribution of co-operatives for the at-
tainment of social development goals, in par-
ticular the eradication of poverty, the genera-
tion of full and productive employment and
the enhancement of social integration;

Encouragement and facilitation of the estab-
lishment and development of co-operatives,
including measures aimed at enabling people
living in poverty or belonging to vulnerable
groups to engage on a voluntary basis in the
creation and development of co-operatives;

Creation of a supportive and enabling environ-
ment for the development of co-operatives by,
inter alia, developing an effective partnership
between Governments and the co-operative
movement. Information on observance of the
International Day of Co-operatives was also
provided.

Il. Implementation of resolution 54/123

3.

In general, Governments reported their con-
tinuing support for the development of co-
operatives and their recognition, in particu-
lar, of the potential and contribution of the
co-operative movement for the attainment of
social development goals. To that end, many
Governments have taken important measures
to create and/or sustain a supportive and en-
abling environment for the development of
co-operatives. Many Governments have col-
laborated with or have been assisted by inter-
national organizations, specialized agencies
and co-operative organizations in their efforts
to promote and support co-operative devel-
opment.

In Bolivia, the Government reports that the
privatization of State-owned enterprises, un-
dertaken as part of its structural adjustment
policies, has affected co-operatives, and they
are now profit-driven and controlled by a small
group of co-operative leaders. Although it is
widely believed that co-operatives should be
autonomous, the Government often steps in to
resolve conflicts or to address corrupt behav-
iour. However, apart from some co-operatives
in the mining and financial sectors, there has
not been strong direct support for co-opera-
tives from the Government. The Government
reports that it supports the International Day of
Co-operatives.

The Government of Burundi reports on the
revitalization of the co-operative and associa-
tive movement, with the help of the United
Nations Development Programme (UNDP) and
the International Labour Organization (ILO),
and the expansion of the movement of savings
and credit co-operatives in rural and urban
areas, in cooperation with Credit mutuel de

Many Governments have taken
important measures to create
and/or sustain a supportive and
enabling environment for the
development of co-operatives.
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France. The Community Development Project
for Poverty Eradication, developed in coopera-
tion with UNDP, envisages the establishment
and development of co-operatives and other
self-help organizations. There have also been
efforts to harmonize legal texts governing co-
operatives and the private sector in order to
grant tax benefits or general advantages to
co-operatives and associations. To mark the
International Day of Co-operatives, the Gov-
ernment issued a declaration on TV and radio
to remind the population of the importance of
co-operative development.

A/56/73
E/2001/68

6.

The Czech Government reports that it has
good contacts with the co-operative move-
ment and is willing to use every means to
support the development of co-operatives.
The Government believes the national co-
operative unions could develop their poten-
tial and greatly benefit from membership in
international organizations and by participa-
tion in international projects, information
sources, etc. It highly values the activities of
social and self-help co-operatives that provide
housing and work for citizens with lower in-
comes or for handicapped citizens. Many dis-
abled people are being employed by special
productive co-operatives. The Government
has prepared a bill on housing co-operatives.
It is also planning to have a team of experts
to provide consulting services on co-operative
legislative issues in developing countries as
well as in Central and Eastern European coun-
tries. However, a problem, specific to some
countries in transition, is the presence of a
post-communist sentiment that co-operatives
are a relic from the socialist era. The national
co-operative unions are working hard to help
their members enhance their competitiveness,
create a supportive environment and improve
their position. Although the International Day
of Co-operatives is observed among the mem-
bers of the co-operatives with special publica-
tions in the co-operative press, the event has
not received any particular attention in the
press or among the general public. In fact,
not even all of the co-operative organizations
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observe it. The problem is that observance
of the Day was obligatory under the previ-
ous regime; therefore keeping to it is not yet
perceived positively by the public. This year,
however, the unions of Czech co-operatives
intend to hold a press conference on the Day,
to draw the attention of the media.

The central Government of El Salvador has
increased the regular budget of the Salvador-
an Institute for Promotion of Co-operatives
(INSAFOCOORP) in order to extend and im-
prove the quality of its current services to co-
operatives. A special body has been created
to promote co-operative education through
several educational projects designed to build
new co-operative enterprises and to prepare
a new generation of co-operative leaders. In
accordance with the national policy of social
development adopted by the Government for
the period 1999-2004, INSAFOCOORP actively
supports the creation of new co-operatives,
particularly among vulnerable groups, in or-
der to include youth, women, older persons
and people with disabilities into the produc-
tive economy. It is also coordinating the ef-
forts of the co-operative movement and the
Government to improve relevant national leg-
islation. It has signed agreements and letters
of understanding with many governmental
institutions to promote an enabling environ-
ment for the development of co-operatives,
in such areas, as environment, housing and
professional training. INSAFOCOOP observes
the National Day of Co-operative Movements
which is a special holiday celebrated with
many cultural, educative and social activities
during the entire month of July to promote
integration among the diverse co-operative
associations.

Finland has made it possible for unemployed
persons to establish co-operatives and to take
part in their activities without a reduction in
the level of their unemployment benefits. The
earnings from co-operatives are coordinated
with unemployment benefits in the same way
as other earnings. The Government has al-
located money from the EU structural funds
for developing social entrepreneurship to es-
tablish and develop the activities of work co-
operatives. The Ministry of Social Affairs and
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11.

Health of Finland has started a discussion with
the co-operative movement to develop work
co-operative law so as to meet the current
needs of the economy.

In Israel the membership in co-operatives has
been growing, and co-operatives are gaining
power and influence in the social develop-
ment of the country. The enhancement of
social integration and the closing of the social
divide between rich and poor, which still exists
mainly between new immigrants and the rest
of the population and between Arab and Jew-
ish citizens, are handled at the grassroots level
largely through the activities of co-operatives.
The partnership between the Government
and the co-operative movement has been the
cornerstone of economic and social develop-
ment in the country since its establishment
and is growing through joint programmes in
education, industry incubators, and research
and development institutions.

In Panama, the Government has elaborated
strategies to establish co-operatives in mar-
ginal areas in order to improve the living con-
ditions of the population in those areas. The
coordination of activities with national and
international organizations that work for pov-
erty eradication could help the co-operatives
obtain the necessary resources. Co-operatives
are implementing plans and employment pro-
grammes that are consistent with the strate-
gies of the Government for socio-economic
development. Different events are organized
to observe the International Day of Co-op-
eratives, including conferences on topics re-
lated to co-operative movement, workshops
to emphasize the importance of women’s
participation in co-operatives, seminars about
co-operatives for youth so that they can be in-
corporated into the co-operative system, and
a street march in one of the provinces of the
country (on a rotation basis) which ends in a
special celebration attended by the President
of the country.

In the Philippines, the Government, through
the Co-operative Development Author-
ity (CDA), has advocated for, organized and
trained the poor who would be likely to ben-
efit from the establishment of co-operatives.

12.

Non-governmental organizations that are
implementing projects funded by official de-
velopment assistance (ODA) programmes are
encouraged to organize co-operatives for
better project implementation. The Govern-
ment is also looking for ways to improve the
environment for the co-operative sector by re-
viewing the mandates and functions of CDA,
especially in the areas of monitoring and su-
pervising the operations and performance of
credit co-operatives. The Philippine Govern-
ment considers co-operatives as conduits for
micro-finance services to capitalize poor micro
entrepreneurs in the country. Every year, the
Philippines celebrates Co-operative Day (10
March) and Co-operative Month (16 October-
15 November) with the staging of various ad-
vocacy activities and showcases.

In Portugal, the Government continues to
give special attention to the co-operative sec-
tor alongside the public and private sectors.
In 1999, it organized the first Co-operative
Congress, together with two national co-
operative confederations. A decision was
taken at the Congress to create a national
forum where both confederations would try
to work together to create a single national
confederation. During the Portuguese Presi-
dency of the European Union the Govern-
ment organized a European seminar on local
development, citizenship and social economy,
bringing together people from co-operatives,
associations and foundations, Governments
and European institutions. The Government
recently approved a new co-operative taxation
statute which gives legal definition to the gen-
eral principles of co-operative taxation and re-
stores to co-operatives some of the tax bene-
fits they lost in 1988. In 1998, legal status was
provided to social solidarity co-operatives that
supported the promotion and integration of
vulnerable groups, including children, youth,
older people, and people with disabilities. In
December 2000, the Government approved
the Co-operative Development Programme
to stimulate youth associative work and co-
operative initiatives; to support job creation
and investment in new co-operatives; and to
foster the development and modernization of
the co-operative sector.
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14.

15.

The Portuguese Government is trying to bring
together different state organizations dealing
with co-operatives in the European Union, in
Portuguese speaking countries, and in Latin
-American Spanish speaking countries, to
discuss common problems and to foster new
principles. For that purpose the Co-operative
Organization of Portuguese-speaking Coun-
tries was formed, with members drawn from
governmental bodies, confederations, fed-
erations, unions and individual co-operatives.
Regular meetings have been held in Portugal,
Brazil and Cabo Verde. In Portugal celebra-
tion of the International Day of Co-operatives
is organized by national confederations, with
the participation of governmental authorities.
The celebrations include popular activities and
co-operative seminars with the aim to develop
links between co-operatives and local com-
munities.

In Slovakia, the Government has included
the co-operative system within the National
Plan of Employment and, thus, co-operatives
actively contribute to solving problems of
unemployment. The Government provides
support to existing co-operatives, and new
types of co-operatives are created in accor-
dance with co-operative development in the
EU countries. The co-operatives actively par-
ticipate in the country’s development. The
Government strives to create conditions to
encourage and facilitate the establishment
and development of co-operatives. Support-
ive, consultative, informative and educative
co-operative structures are being established
to help people who are interested in creating
new co-operatives. The International Day of
Co-operatives is observed every year, togeth-
er with the organization of the International
Co-operative Contract-Selling Exhibition. The
representatives of the Government of the
Slovak Republic, the international co-opera-
tive movement and other guests from various
institutions participate in the celebration of
the Day.

In Turkey, the Government reports on stud-
ies to support agricultural co-operatives tech-
nically, financially and organizationally. As a
result of the adoption of a constitutional regu-
lation on co-operative development, agricul-
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16.

17.

18.

tural co-operatives that were not autonomous
have been given autonomy. The Government
provides financial support to co-operatives
but considers it to be insufficient because of
constraints on budget allocations. The Turk-
ish Co-operative Association observes the In-
ternational Day of Co-operatives annually by
organizing talks, meetings and symposia to
demonstrate the meaning and importance of
the Day.

The Government of the United States reports
that United States law exempts from corporate
income tax co-operatives that do a majority
of their business with members. Similarly, the
Capper-Volstead Act exempts co-operatives
and similar associations from monopoly legis-
lation, subject to the review of the Secretary
of Agriculture. Government funding provides
support to the promotion, organization and
creation of co-operatives and community
credit unions. Co-operatives have long played
an important role in such fields as agricultural
supply and marketing, the farm credit system,
rural electrification and telecommunications,
consumer savings and credit, housing, inde-
pendent retailers and local consumer services.
In virtually every instance the federal and state
governments have provided financial support,
extension services and favourable legislation
which has contributed to the success of the co-
operatives.

The United States has created a legal and
regulatory environment and has provided
financial and technical assistance to co-
operatives in a variety of ways. As a result,
co-operatives play a prominent role in many
sectors of the United States economy and
include a number of “Fortune 500 firms. At
the same time, co-operatives, co-operative
development organizations and private
voluntary organizations continue to play an
active role in encouraging less advantaged
members of society to join together in credit
unions and co-operatives better to serve their
economic interests.

Co-operatives and their associations in the
United States are full partners in the demo-
cratic process. They advance their interests
in dialogue with the federal and state gov-



ernments, with the legislative and executive
branches. The Government provides human
and financial resources, as well as other in-
centives, in support of co-operatives. The De-
partment of Agriculture’s Rural Business and
Co-operative Services division includes a wide
variety of expertise available to co-operatives
including commodity specialists, management
experts and experts in law and regulation. The
United States Department of Agriculture pro-
motes and supports new co-operatives within
its mission and mandate. The National Credit
Union Administration regulates thrift and
credit co-operatives. The Rural Electric Admin-
istration has played a critical role in financing
the creation and expansion of rural electric co-
operatives. The Farm Credit Bureau provides a
wide range of support to co-operative finan-
cial institutions. Those are the ways in which
the federal and state governments foster a
relationship with co-operatives. However, the
principle guiding that relationship is equality
and respect for the co-operatives as autono-
mous, member-owned and-governed enter-
prises. 19. From 1962 onwards, the United
States international assistance programme has
provided funding for United States co-opera-
tive development organizations, which have,
in turn, shared the experience and resources
of the United States co-operative movement
with their counterparts around the world.
Those activities have included agricultural
supply, marketing and finance co-operatives;
housing co-operatives; rural electric and tele-
phone co-operatives; credit unions and thrift
and credit co-operatives. In 2000, the United
States Government provided about $175 mil-
lion to fund international co-operative devel-
opment activities. The Overseas Co-operative
Development Act, passed by Congress in Oc-
tober 2000, expands the government man-
date in its overseas programmes specifically
to promote credit unions; agricultural co-op-
eratives in farm supply, marketing and pro-
cessing; rural electric and telecommunications
co-operatives; insurance co-operatives; and
community based Co-operatives that advance
self-help housing, environmental improve-
ments and job creation.20. The Food and Ag-
riculture Organization of the United Nations
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(FAO) aims to build the capacities of rural
public institutions and private-sector and civil
society organizations, including co-operatives,
at all levels, to become effective partners in
designing and implementing policies and
strategies, as well as poverty alleviation and
food security programmes, that improve the
socio-economic and food security conditions
of small farmers, the rural poor, and other
marginalized groups. FAO has been imple-
menting a training-of-trainers programme
aimed at helping developing countries and
countries in transition transform their agricul-
tural co-operatives into genuine self-reliant
organizations that operate efficiently within
a market economy and contribute to improv-
ing incomes and employment opportunities
for small producers. In support of that pro-
gramme, FAO has published a training manu-
al, Agricultural Co-operative Development: A
Manual for Trainers, which will soon be avail-
able in French and Spanish as well. Plans for
Web publishing of the manual are underway.
A separate module on accounting and co-op-
erative business information management has
been developed and will be added to the man-
ual. 21. The FAO co-operative programme fo-
cuses on strengthening the business competi-
tiveness of agricultural co-operatives through
improved co-operative capital formation. A re-
port undertaken by FAQ, in collaboration with
the Turku School of Economics and Business
Administration of Finland, provides insights
n the main constraints to strengthening the
capital formation and business performance of
agricultural co-operatives in Kenya under the
current liberalized market conditions as well
as useful recommendations for co-operatives
in other countries in that sub-region. FAO has
prepared a draft concept paper on agricultural
co-operative computerization which can im-
prove business efficiencies by providing more
timely and accurate information on co-opera-
tive services and the market.

FAO has promoted the establishment and
development of small farmers’ co-operatives,
mainly through its field programmes and tech-
nical assistance projects. Some recent examples
include: capacity building for agricultural co-
operative development in Yemen; co-operative
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policy and programme development in Viet-
nam; restructuring and institutional strength-
ening of the co-operative sector in Morocco;
training of trainers in co-operative develop-
ment in Ethiopia; analysing the potential role
of co-operatives and rural finance in an EU
accession environment; capacity-building for
promotion of co-operative small farmer and
women’s group activities in Thailand; and as-
sistance in agricultural co-operative develop-
ment in Nepal.

The International Labour Office (ILO) develops
the potential and contribution of co-opera-
tives for the attainment of social development
goals through its collaboration with national
and international co-operative development
agencies, institutions and organizations, such
as the Committee for the Promotion and Ad-
vancement of Co-operatives (COPAC) and the
International Co-operative Alliance (ICA). The
activities of the ILO Co-operative Branch in-
clude technical cooperation, technical advisory
services, international meetings, research and
publications. Its ACOPAM Programme was
aimed at poverty alleviation and the creation
of sustainable livelihoods in the Sahel region,
with the help of grass-roots co-operative
—type organizations. Although the programme
ended in 2000 after 21 years of field activities,
its partners (188 in eight different countries)
continue to network and utilize the training
methodologies and tools developed by ACO-
PAM. The ILO also has a sub regional project,
“Promotion of gender equality in rural co-op-

From 1962 onwards, the United

States international assistance

programme has provided funding

for United States co-operative

development organizations, which

have shared the experience and

resources with their counterparts

around the world.
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eratives”, which focuses on poverty alleviation
and income generation in six countries. In ad-
dition, the INDISCO Programme aims at reduc-
ing poverty and strengthening the self-reliance
of indigeno us and tribal communities through
co-operatives and self-help organizations.

Through its technical cooperation programmes
and activities and its technical advisory servic-
es, the ILO encourages and facilitates the es-
tablishment and development of co-operatives
and takes measures to enable people living in
poverty or belonging to vulnerable groups to
participate in the creation and development of
co-operatives on a voluntary basis. The Local
Economic Development (LED) Programme is
aimed at creating decent jobs at the local level
through social dialogue, planning and the pro-
motion of an entrepreneurial culture. At the
centre of the approach is the development of
public/private partnerships that bring together
stakeholders in the local economy, such as lo-
cal governments, workers’ and entrepreneurs
associations, co-operatives, economic sup-
port institutions and non-governmental or-
ganizations. Other interregional programmes
of the Co-operative Branch which have an
indirect effect on poor and disadvantaged
groups include COOPREFORM and COOP-
NET. The COOPREFORM Programme aims at
assisting policy-makers in creating a favour-
able climate for co-operative development
and in strengthening the capacity of national
co-operative organizations in providing tech-
nical support services to their members. The
COOPNET Programme responds to changes
in the economic, social and political environ-
ment of co-operatives by focusing on human
resource development (HRD). Its main activi-
ties are centred on curriculum development,
training methods and materials, management
consultancy, auditing and modern personnel
policies, and strengthening capacities to im-
prove co-operative entrepreneurship. COOP-
NET’s direct beneficiaries are the trainers and
managers of co-operative HRD institutions and
programmes. The Co-operative Branch also
provides technical support to country-level
projects in Burundi, Cameroon, Chad, Central
African Republic, Comoros, Guinea and Togo,
aimed mainly at poverty alleviation and job
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creation through co-operatives and other self
help organizations.

In 2001 and 2002 the International Labour
Conference will discuss the adoption of a new
international instrument to replace ILO recom-
mendation No. 127, “Role of co-operatives
in the economic and social development of
developing countries,” adopted in 1966. The
purpose of the revision is to provide an updat-
ed policy reference framework for ILO Member
States as well as for the specialists in the field,
the interregional COOPREFORM programme
provides assistance in co-operative develop-
ment policy, co-operative legislation, and co-
operative support services, thus addressing the
need to create a favourable legal, institutional
and administrative environment for the de-
velopment of genuine, viable co-operatives.
Since 1993, 16 countries have promulgated
co-operative acts that have been drafted with
assistance from the Programme. In addition,
nine countries have officially endorsed modern
co-operative development policies that were
elaborated with assistance from COOPRE-
FORM. The Co-operative Branch also has two
ongoing UNDP projects in Burundi and Guinea
on co-operative law and policy.

As part of the follow-up activities to the Sec-
ond United Nations Conference on Human
Settlements, UNCHS (Habitat) has initiated a
close collaboration with ICA to enhance the
contribution of co-operatives to shelter deliv-
ery in eastern and southern Africa. A memo-
randum of understanding between Habitat
and ICA was signed in 1998. The results of
a joint research project is to be published as
a Habitat/ICA publication, “Shelter co-oper-
atives in eastern and southern Africa contri-
butions of the co-operative sector to shelter
development.” A consultative meeting on the
same topic was convened in February 2001
by ICA during the second substantive session
of the Preparatory Committee for the Special
Session of the General Assembly for an Over-
all Review and Appraisal of the Implementa-
tion of the Outcome of the United Nations
Conference on Human Settlements (Habitat
I1). It discussed the follow-up to the establish-
ment of a regional programme framework
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for improved co-operative contributions to
shelter delivery and poverty reduction. At
the meeting, the heads of Habitat and ICA
signed an extension of the memorandum of
understanding between the two agencies for
a period of two additional years, focusing on
expansion of successful collaboration in east-
ern and southern Africa to other regions. A
colloquium on the contributions of the co-
operative approach to housing development
in central and eastern Europe and the Com-
monwealth of Independent States (CIS) region
is already being planned, in collaboration with
the Economic Commission for Europe (ECE)
and host authorities in Turkey. The meeting
is scheduled to take place in Istanbul, in Sep-
tember 2001.

ICA has a development programme to assist
co-operatives throughout the world. Its actions
are based on a participative process where
members’ needs, as identified by them, are
formulated into development programmes.
ICA then seeks partners to implement the pro-
grammes. At present ICA is implementing the
programmes and projects noted below. The
Finnish Ministry for Foreign Affairs has, since
1994, financed the ICA/FOPROPE project, Pro-
motion of Rural Financial Services, in Bolivia.
The Ministry is also funding a new project in
Argentina in collaboration with the Institute
of Co-operative Studies of the University of
Helsinki. In 2000, the Department for Interna-
tional Development (DFID) in the United King-
dom agreed to finance the project, Managing
Change: Supporting Co-operatives in Transi-
tion in Central Asia, in Kyrgyzstan. However,
drastic changes in the status of the Kyrgyz
co-operative movement have necessitated the
cancellation of the project. Meanwhile, the col-
laboration with DFID continues in Africa. There
is also close collaboration between ICA and the
Swedish Co-operative Centre in Africa and in
Latin America, in areas where there are clear
synergies between the objectives and activi-
ties of the two organizations. A new four-year
agreement was signed with the Royal Norwe-
gian Society for Development.

A major new initiative for ICA has been work
on introducing a new top-level domain name
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“.coop.” Approved in November 2000, the
new domain name is likely to become available
to co-operatives around the world in mid June
2001. ICA is working with its United States
member, the National Co-operative Business
Association — the sponsor of the “.coop” ap-
plication — in the creation of new entity to
manage “.coop’ operations. A digital divide
fund will be created with the revenues gener-
ated by ““.coop” registrations.

ICA regularly organizes ministerial conferences
in Asia and Africa where representatives of
government ministries responsible for co-oper-
atives meet to discuss policy issues concerning
co-operatives. The last two conferences were
held in China and Swaziland. Government of-
ficials are regularly invited to ICA events to fos-
ter exchanges in information and partnership.
The ICA European research conference will be
held in conjunction with the seventh European
Conference on Social Economy (Sweden, 7-9
June 2001). The theme of both conferences
is “The social capital of the future” and will
give participants the opportunity to explore,
within the broader context of issues facing the
social economy in Europe, the specific role of
co-operatives and social enterprise in society.
The topics to be discussed include: the identity
of co-operatives and social enterprise; social
economy and women; social entrepreneur-
ship; the transformation of co-operatives in
Eastern Europe; and legislation.

In October 2000, the ICA Board approved
the formation of an ICA Youth Network with
the aim of encouraging the integration of
young people into all levels of co-operative
organizations and to promote the co-opera-
tive philosophy through a network of young
people. The Network will also encourage ex-
change of experience among young people,
promote transfer between senior and more
junior cooperators, increase the level of par-
ticipation of young people in ICA structures
and events. Youth coordinators are appoint-
ed in each of the ICA regional committees
to ensure regional input and a survey of ac-
tivities undertaken. Other planned activities
include a regional seminar for Asia Pacific in
June 2001 on the theme “Leaders towards
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cooperation: Leading the new century,” a
youth event for Europe in conjunction with
the Regional Assembly in Portugal in 2002
and a global conference to be held in Seoul
during the ICA General Assembly in October
2001.

Since the World Summit for Social Develop-
ment and the Beijing Conference on Women,
the co-operative movement has increasingly
sought to improve the status of women in
co-operatives and in society. In 1995, ICA
passed a resolution on gender equality in co-
operatives, noting that gender equality was
a global priority for the co-operative move-
ment. A series of programmes and projects
were undertaken by the ICA at the global and
regional levels to raise awareness of the issue
and to collect data to enable measurement
of progress made. International collaboration
between the ICA and the ILO Co-operative
Branch has resulted in a series of activities on
gender issues and co-operatives, including
a manual for trainers, “Gender issues in co-
operatives: an ILO/ICA perspective.” The ICA
Global Women’s Committee has organized a
series of seminars and meetings on women
and co-operatives. At the regional level, ICA
has also been active in promoting gender
awareness as well as equality and equity be-
tween women and men; comprehensive gen-
der programmes, platforms for action, gen-
der plans and strategies were prepared and
adopted in practically all regions. Since then,
women’s participation in co-operatives has
increased considerably. At the global level,
advances are being made and the participa-
tion of voting women delegates has doubled,
although their overall percentage share is still
small.

To celebrate the International Day of Co-
operatives, ICA assembles a press pack with
messages from the Secretary-General of
the United Nations, ILO and ICA, as well as
information from both multilateral and co-
operative organizations. These materials are
published in hard copy and in electronic form
on the ICA and COPAC websites. The press
pack is distributed to over 2,000 organizations
and individuals, as well to the United Nations
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Information Centres around the world. In
1999, the United Nations Secretary-General’s
report on co-operatives was included in the
press pack. In 1998, the International Day fo-
cused on co-operatives and the globalization
of the economy; in 1999, on public policy and
co-operative legislation; and in 2000. On co-
operatives and employment promotion. ICA
member organizations organize events at the
national, regional and local levels to promote
awareness and understanding on co-opera-
tives. The United Nations Secretary-General’s
message figures prominently in many of these
celebrations. In 1998, ICA produced a series
of video news releases, which were broadcast
on television stations throughout the world.

The International Confederation of Free Trade
Unions (ICFTU) reported on its close coop-
eration with ICA, particularly with a view to
achieving a successful revision of the ILO rec-
ommendation on co-operatives and its support
to the International Day of Co-operatives.

The Organization of Brazilian Co-operatives
(OCB), the top representative of Brazilian
co-operative system, provides incentives and
support to work co-operatives, which are
formed by the unemployed or individuals
with low compensations. With increasing glo-
balization, many types of co-operatives have
mushroomed in the areas of urban cleaning,
recycling, and construction; they provide per-
manent and productive employment and in-
crease social integration. OCB promotes the
creation and development of co-operatives
and provides orientation to those who want to
set up new ones. It also provides technical and
professional assistance through a national ser-
vice of co-operative education called Sescoop,
created in April 1999. Currently, it is seeking
support from the Government and the private
sector to help with the development of the
co-operative system, in particular to establish
a programme that will teach youth in schools
about the benefits of the co-operative system
and help them develop leadership skills. On
the International Day of Co-operatives, OCB
sends a message to the entire Brazilian system
of co-operatives and requests that the day be
celebrated by all organizations.
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The Co-operative Association of the Czech
Republic aims to foster the development of
co-operative potential for the attainment of
social development goals. The co-operative
unions of the country provide employment to
many thousands of people. The co-operative
management coordinates and implements
its social programmes in close collaboration
with trade union organizations. The Union
of Agricultural Co-operatives and Societies is
currently the largest nongovernmental organi-
zation in the Czech Republic and has a good
record of establishing new co-operatives. It of-
fers advisory services on business, legislation,
commerce and social issues. The Union of Pro-
ducer Co-operatives is very active in providing
assistance to the disabled by helping them to
establish so-called ““social co-operatives.” The
Czech co-operatives develop effective partner-
ships with the Government mainly through
the Council of Economic and Social Agree-
ment (comprising Government, trade unions
and employers), the Economic Chamber, and
the Union of Commerce. The Union of Con-
sumer Co-operatives has its representative in
the Legislative Commission of the Government
for commercial law. The National Co-operative
Association, in collaboration with the Union of
Housing Co-operatives, participates in drafting
legislative norms for housing co-operatives to
enable access to housing for socially disadvan-
taged groups of population. The efforts of all
co-operative unions have been currently di-
rected to the adoption of a separate co-oper-
ative law. Every year the Co-operative Associa-
tion publishes and distributes the translation
of the ICA message for the International Day
of Co-operatives. The observance of the Day is
implemented mainly at the level of individual
consumer co-operatives through cultural and
social activities.

In Greece, the Institute of Cooperation, with
the assistance of the Dutch Embassy and finan-
cial support channelled through the Confeder-
ation of Agricultural Co-operatives, embarked
in a research project aiming at determining
the possibilities of collaborative cooperation
between Dutch and Greek co-operatives and
at bringing together the parties interested. A
new law on agricultural co-operatives of 2000
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was prepared by a tripartite committee com-
posed of representatives of the Ministry of
Agriculture, the Confederation of Agricultural
Co-operatives and the Institute of Coopera-
tion. The Institute translated into Greek the
report of the Secretary-General on the status
and role of co-operatives in the light of new
economic and social trends, the draft guide-
lines and the text of resolution

In Japan, many co-operatives promote initia-
tives to help young mothers who tend to be
isolated in the nuclear families by organizing
special courses and circles for them. More
than 50 co-operatives organized “mutual
help groups” to render support to the elderly
and the handicapped for housekeeping, in-
cluding cooking, cleaning and shopping.
Some of co-operatives provide more pro-
fessional care services under the Long-term
Care Act, which took effect in April 2000.
Every year, the Japan Joint Committee of Co-
operatives publishes posters and organizes
the events commemorating the International
Day of Co-operatives at national and provin-
cial levels.

In 2000, the Central Union of Consumer Co-
operatives organized conferences all over the
Russian Federation to determine the main di-
rections and means of social activity, including
work for poverty eradication and pecuniary
aid for disabled and retired people. Last year
consumer co-operatives ensured the employ-
ment of 120,000 people and provided 15,000
new jobs. The service network and home
works are being revived in the countryside,
providing additional jobs for the unemployed
and for youth. Consumer co-operatives in the
Russian Federation take care of large families,
retired and disabled people and indigent co-
operative members: their personal plots are
cultivated, fuel and building materials are de-
livered to them, and goods are sold to them
at reduced prices. People who live below the
poverty line or are not able to work at enter-
prises are provided with some homework.
The recently adopted law on consumer co-
operatives fixed the relationship between the
Government and the co-operative movement.
Other co-operative/government agreements
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are concluded every year, on such important
issues as mutual commitments, methods of
improving service, co-operative privileges in
taxation and power resources etc. About 30
governmental decisions on co-operative devel-
opment were taken in 2000. The International
Day of Co-operatives has been celebrated in
the Russian Federation for a long time, with
public shows and amateur arts festivals. It is
becoming a big popular event, covered in the
mass media. The best co-operative organiza-
tions are rewarded.

39. The members and owners of the Swedish Co-
operative Development and Research Institute
are the consumer co-operatives. The Institute
reports that there is a system of local co-opera
tive agencies (one in every region) giving free
consultation to groups of people who wish to
start co-operatives. The Government provides
economic support to these agencies. Co-oper-
atives in new sectors are creating jobs for many
unemployed people. New co-operatives in the
service sector have been set up by the mentally
retarded, for example, so that they could get
jobs. These co-operatives often get support
from local authorities. Last year they formed
a national association to deal with common
tasks. The Institute produces handbooks on
ways to set up a co-operative and collaborates
with local agencies. Two years ago it produced
five television programmes, targeting young
people, on the theme “Start a company — to-
gether”, which were sent to public television.
The Co-operative Institute regularly meets with
members of Parliament from different parties
to discuss questions of importance for the co-
operative movement. There are also meetings
between co-operative organizations and the
Government twice a year.

111. Views of Governments on the Draft Guidelines

and on the ways to render support to Member

States

40. All Governments that replied to the ques-
tionnaire expressed a generally positive view
of the draft guidelines annexed to the previ-
ous report of the Secretary-General (A/54/57)
on co-operatives. The majority of reporting
Governments supported the text. Some also
made specific comments and suggested re-
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visions. On the basis of those suggestions
and comments, revised draft guidelines have
been prepared.

The following comments and suggestions
were received:

The draft guidelines should contain sugges-
tions for incorporating persons from vulnerable
groups into the co-operative system;

There could be more emphasis on international
cooperation — in particular, cooperation be-
tween North and South co-operatives;

The draft guidelines mention government’s
partnership with co-operatives in several plac-
es but, historically, such “partnerships” have
been unequal ones, with government playing
the role of major partner, often at the cost of
the autonomy of the co-operative. It was sug-
gested that public goals are best pursued either
through public agencies or through incentives
and/or penalties, and that there should be no
references to “partnerships’ in the guidelines;

The view that the best policy approach is one
where co-operatives receive the same treat-
ment as any other form of enterprise should
be endorsed and every effort should be made
to ensure that the guidelines respect this stan-
dard;

The section on general co-operative law is far
longer and more exhaustive than desirable.
The general principles that should be found in
good co-operative legislation should be speci-
fied, and detailed description should be avoid-
ed. While the law can and should incorporate
national policy, specific and positive references
to co-operatives and the international co-
operative movement, unique contributions to
national life and similar references should not
be incorporated as part of the guidelines;

The law should enable the formation and oper-
ation of co-operatives and should permit them
to operate with relative equality with other
forms of enterprise, while accommodating
their unique ownership, governance, source
and distribution of capital and surplus;

The question of whether Governments should
enact provisions exempting co-operatives from
monopoly and restrictive practice laws or offer
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special tax treatment based on the nature of
ownership is one that should be individually
addressed and not incorporated into general
guidelines;

The success of co-operatives depends, like
that of other institutions, on discipline and
prudence in the management of their affairs.
Regulation, examination and compliance re-
quirements are the responsibility of govern-
ment and deserve inclusion in the text of the
guidelines. To ignore these is to jeopardize the
success of co-operatives and cooperation;

The draft guidelines could include some el-
ements on how co-operatives, especially
credit co-operatives, can be supervised and
monitored by the government to protect their
members.

The following views were received on ways to
render support to Member States in their ef-
forts to create a supportive environment for
the development of co-operatives:

Governments often need technical assistance
to improve laws, judicial and administrative
regulations. Constitutional reforms should
seek to incorporate the integrity of co-op-
eratives, define their economic and social
objectives, and respect for and protection of
human rights of male and female members.
Appropriate legislation should also cover co-
operatives that are organized by persons from
vulnerable groups — women, the elderly, the
disabled, and youth. The Governments of
developing countries should guide the co-op-
erative movement towards autonomy by the
creation of appropriate and supportive frame-
work structures;

Special legislation, enforced by the co-op-
erative sector, should allow co-operative as-

In Japan, many co-operatives
promote initiatives to help young
mothers who tend to be isolated in
the nuclear families by organizing
special courses and circles for them.
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sociations to promote integral development
but with special attention to economic, legal,
administrative, social and cultural issues. Such
legislation, based on co-operative principles
and values, should establish an institutional
framework that provides some kind of nation-
al register of co-operatives which takes into
account the need for a clear mechanism to
bring juridical security to its members. In ad-
dition, Member States should take measures
to monitor co-operatives on an equal footing
with other enterprises, and ensure the harmo-
nization of the law on cooperation with the
overall legislation in force;

International cooperation for technical as-
sistance is needed in the areas of public ser-
vices, savings and credits, agriculture, mining,
consumption and services. Such cooperation
could increase the efficiency of co-operatives,
improve management, effectiveness and pro-
ductivity, and reduce corruption. Member
States could set up local or regional co-oper-
ative agencies to provide free consultation to
groups interested in starting a co-operative;

The success of co-operatives is inextricably
linked with the co-operative values of mutual-
ity and self-help, and with the fundamental co-
operative principles which limit membership
to genuine users; govern through democratic
control; raise and distribute capital based on
patronage; educate and train members; and
encourage cooperation with other co-opera-
tives, whether economic or to advance com-
mon goals. Successful co-operatives are suc-
cessful business enterprises that create value
for their owners. That value is both financial
and in the form of the available goods and
services. Legislation that respects co-operative
values and principles and which recognizes
that co-operatives are businesses, not tools of
government social policies, will create an envi-
ronment in which co-operatives can succeed.
However, it must be recognized that, like any
other form of business, a co-operative can fail.
Governments can and do choose to provide
selective incentives and benefits to co-opera-
tive enterprises. Generally, the best policy is to
ensure neither substantial advantage or disad-
vantage to co-operatives;
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New co-operative policies and laws should be
made known to the general public through
popularization campaigns;

Co-operatives need updated database/infor-
mation systems. They also need to share and
exchange ideas, experiences, and lessons
learned. Facilitating opportunities for such ex-
change would be an important factor in im-
proving the contributions of the co-operative
sector. In this regard, conferences for the shar-
ing and exchange of ideas and experiences
among countries on the strengthening of the
co-operative movement could be organized.
Best practices could be shared on co-operative
banks, credit and marketing co-operatives, co-
operatives of formal and informal workers, and
multipurpose co-operatives. The role of the
Government, private sector and civil society in
the creation of a supportive environment for
co-operative development could be enhanced;

With increasing deregulation and the glo-
balization of markets, there is greater social
and economic need for co-operatives to pro-
vide leverage and access to markets, as well
as solidarity and leadership in communities.
However, there is a desperate need to estab-
lish a highly professional vocation-oriented
pool of co-operative managers to serve the
membership and to provide expert guidance
and leadership. This is critical for the future
of co-operatives. Most of the issues of poor
involvement and weak governance can be
traced to co-operatives being dominated by
lay volunteer boards whose members lack the
necessary professionalism to make objective
decisions. It is not a question of subverting
democracy but of facilitating it and ensuring
that co-operative boards have professional
managers to lead them and share account-
ability with lay directors. To facilitate such a
development requires: a major investment in
the development of co-operative value-based
management development materials, a real
effort to create a market for such managers in
the co-operative sector; and a desire to sup-
ply such a market from the new generation of
young men and women who are more con-
cerned with service than personal enrichment.
Without professional value-based manage-



ment, co-operatives have little hope of reach-
ing their potential;

Member States welcomed the assistance of
the United Nations and other relevant interna-
tional organizations to create and/or maintain
a supportive and enabling environment for
the development of co-operatives.

IV. Recommendations
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The following recommendations are submit-
ted for consideration by the General Assem-
bly:

Urge Governments to: adopt the revised draft
guidelines aimed at creating a supportive en-
vironment for the development of co-opera-
tives and keep under review the legal, judicial
and administrative provisions governing the
activities of co-operatives, with a view to en-
suring a supportive environment in which co-
operatives can participate on an equal footing
with other forms of enterprise, protecting and
advancing the potential of co-operatives to
help members achieve their individual goals
and to contribute to society’s broader aspira-
tions;

Invite Governments, in collaboration with
the co-operative movement, to develop pro-
grammes to promote professional co-operative
value-based management and to create or
improve statistical databases on co-operative
development and the contribution of co-oper-
ative enterprises to national economies;

Invite relevant specialized agencies, national
and international co-operative organizations,
in collaboration with Governments, as ap-
propriate, to provide technical assistance and
promote an exchange of experience, through
the organization of conferences, workshops
and seminars at the national, sub regional and
regional levels;

Request United Nations agencies that are
members of the Committee for the Promotion
and Advancement of Co-operatives (COPAC)
to increase their support to the Committee,
with a view to broadening its activities, and
to encourage other United Nations agencies
to join COPAC so as to further strengthen its
capacity to address co-operative issues.

Annex

Draft Guidelines aimed at creating a Supportive
Environment for the development of Co-operatives

Objectives

1.

Within the General Assembly and the Eco-
nomic and Social Council, and at major recent
international conferences, Governments have
acknowledged the significance of co-opera-
tives as associations and enterprises through
which citizens can effectively improve their
lives while contributing to the economic, so-
cial, cultural and political advancement of
their community and nation. They have recog-
nized the co-operative movement as a distinct
and major stakeholder in both national and
international affairs.

Governments recognize that the co-operative
movement is highly democratic, locally auton-
omous but internationally integrated, and a
form of organization of associations and enter-
prises whereby citizens themselves rely on self-
help and their own responsibility to meet goals
that include not only economic but social and
environmental objectives, such as overcoming
poverty, securing productive employment and
encouraging social integration.

Consequently, Governments seek to create an
environment in which co-operatives can par-
ticipate on an equal footing with other forms
of enterprise and develop an effective partner-
ship to achieve their respective goals. Policies
should protect and advance the potential of
co-operatives to help members achieve their
individual goals and, by so doing, to contrib-
ute to society’s broader aspirations.

However, such policies can be effective only
if they take into account the special character
of co-operatives and the co-operative move-
ment, which differs significantly from that of
associations and enterprises that are not or-
ganized according to co-operative values and
principles.

The objective of the present guidelines is to
provide advice to Governments and set out
broad principles on which national co-opera-
tive policy might best be based, recognizing
that more specific and detailed national poli-
cies fall within the responsibility of each Gov-
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ernment. Because of the governmental expec-
tations regarding the co-operative movement
and the rapidly changing global conditions
and changes in the co-operative movement
itself, many policies in most of the Member
States of the United Nations might benefit
from review, and in some cases from substan-
tial revision.

Policy regarding Co-operatives and the Co-
operative Movement

6.

The objective of the policy is to enable recog-
nition of co-operatives as legal entities and to
assure them and all organizations and insti-
tutions set up by the co-operative movement
real equality with other associations and en-
tities. In order to ensure equality, the special
values and principles of co-operatives must
receive full recognition as being desirable
and beneficial to society and that appropriate
measures are taken to ensure that their spe-
cial qualities and practices are not the cause of
discrimination and disadvantage of any kind.

To achieve this objective, Governments are
concerned with creating, and with maintain-
ing as conditions change, an enabling envi-
ronment for co-operative development. As
part of such an environment, an effective
partnership between Governments and the
co-operative movement could be sought.

Public Recognition

8.

It is appropriate and useful for Governments
to acknowledge publicly the special contri-
bution, in both quantitative and qualitative
terms, made by the co-operative movement
to the national economy and society. The joint
observance of the International Day of Co-
operatives and the International Co-operative

The objective of the present

guidelines is to provide advice to
Governments and set out broad
principles on which national co-

operative policy might best be
based.
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Day organized by the International Co-oper-
ative Alliance, pursuant to General Assembly
resolutions 47/90, 49/155 and 51/58, may
provide an occasion on which information
on the co-operative movement is publicly dis-
seminated.

Legal, Judicial and Administrative Provisions

9.

10.

11.

Appropriate provision is necessary within
legal, judicial and administrative practice if
co-operatives are to contribute positively to
improving the lives of their members and the
communities in which they operate. Legal pro-
visions may take various forms appropriate to
individual national legal systems. The status,
rights and responsibilities of co-operatives,
the co-operative movement in general, and,
if appropriate special categories of co-opera-
tives or distinct aspects of cooperation should
be addressed.

National Constitutions: The legitimacy of
co-operatives and the co-operative movement
could be acknowledged in these instruments,
if appropriate. Provisions that limit the es-
tablishment and operations of co-operatives
should be appropriately amended.

General law on Co-operatives or the Gen-
eral Section of a Single Law on Co-oper-
atives : A general law on co-operatives or
laws specific to co-operatives or under which
co-operatives fall should ensure that co-oper-
atives enjoy real equality with other types of
associations and enterprises and not be dis-
criminated against because of their special
character. Laws should include the following
basic set of acknowledgements, definitions
and provisions: acknowledgement that the or-
ganization of associations and enterprises on
the basis of co-operative values and principles
is legitimate; acknowledgement of the utility
of the co-operative approach to association
and enterprise, its contribution to national life
and the status of the co-operative movement
as a significant stakeholder within society; def-
inition of co-operatives, using the “Statement
on the co-operative identity”, adopted by the
International Co-operative Alliance in 1995;
recognition of the unique nature of the values
and principles of cooperation, and hence the
need for their separate and distinct treatment



in law and practice; commitment that neither
their unique nature nor their separate and dis-
tinct treatment in law and practice should be
the cause of discrimination, intended or not;
undertaking that no law or practice should
restrict the rights of citizens to full participa-
tion in the co-operative movement in any ca-
pacity consistent with its values and principles
and should not restrict the operation of that
movement; provision that a general law ap-
ply to all categories of co-operatives but that,
in order to respond to the situation of certain
categories of co-operatives, special laws might
be enacted, consistent with the general law;
stipulation that all judicial and administrative
regulations and practices be based only on the
general or special laws on co-operatives; that
all regulations clearly identify the provision
of the law on which they are based and the
purpose for which they are made; recognition
of the full autonomy and capacity for self-
regulation of the co-operative movement; ac-
knowledgement that intervention by Govern-
ments in the internal affairs of the movement
should be strictly limited to measures applied
generally to all associations and enterprises
equally in order to ensure their conformity
with the law. Adjustments may be made only
to ensure: real equality in treatment; defini-
tion of the responsibilities of the co-operative
movement for self-regulation in all matters
distinctive to it; provision that the texts of
laws and regulations be made available to all
co-operative members and employees; provi-
sion that representatives of the co-operative
movement participate fully in drafting special
laws or judicial or administrative regulations
and guidelines concerning practice; provision
for the maintenance of a public register of co-
operatives as a part of procedures for registra-
tion of all associations and enterprises; provi-
sion for procedures for continuous monitoring
and regular review of law and practice which
would include the full and equal participation
of representatives of the co-operative move-
ment and for encouragement of research on
the effect of law and practice on the environ-
ment for co-operatives; establishment of the
responsibility of Governments to formulate
and carry out a policy in respect to co-opera-

12.

13.

14.

15.

tives that would seek to establish a supportive
and enabling environment while avoiding any
infringement of the autonomy of the move-
ment and any diminution of its capacity for re-
sponsible self regulation and would seek also
to engage in an effective and equal partnership
with the movement in all matters where it is
able to contribute significantly to the formula-
tion and carrying out of public policy; recogni-
tion of the value of governmental support for
the international co-operative movement, in-
cluding through intergovernmental activities;
and definition of the responsibilities of the co-
operative movement as a major stakeholder in
society, to the extent these responsibilities are
consistent with its full autonomy.

Special Laws on certain categories of Co-
operatives: Consistent with the basic provi-
sions of general co-operative legislation, and
recognizing the distinctive nature of the busi-
ness of some co-operatives, it may be appro-
priate to make special provisions in law for
certain types of categories of co-operatives
to safeguard their ability to enjoy real equality
with other types of associations and enterpris-
es and not be discriminated against because
of their special character.

Judicial and Administrative Practice con-
cerned explicitly with Co-operatives:
These must be consistent with the general
law on co-operatives and, specifically, with its
provisions concerning such practice.

Other Laws and Practices that may have
an effect on Co-operatives: Governments
should seek to exclude or eliminate provisions
of any law that discriminate against, or
are specifically prejudicial to co-operatives.
Governments should create an environment
that enables co-operatives to identify and
communicate cases needing revision.

Monitoring, Review and Revision of Laws
and Judicial and Administrative Practic-
es: This is necessary to ensure that the im-
pact of laws and judicial and administrative
practices on the co-operative movement is
entirely positive. If identified, discriminatory
provisions should be rendered inoperative
as quickly as possible pending enactment of

POLICY IN THE GLOBALISING ECONOMY AND SOCIETY

49



50

16.

revised laws or the issuance of revised regula-
tions and guidelines concerning practice. This
process should have as its purpose the early
and complete disengagement by Govern-
ments from the internal affairs of co-opera-
tives and the co-operative movement, where
this still exists, and full operational realization
of the principles that co-operatives, although
different, are equal to other business enter-
prises and civil associations.

For these purposes, formal procedures for
consultation and collaboration should be set
up and should include regular and full par-
ticipation by the co-operative movement.
Advantage may also be taken of the special
programmes and guidelines offered by spe-
cialized international co-operative organiza-
tions and intergovernmental organizations.

Research, Statistics and Information

17.

18.

19.

Research: Given the significance of the co-
operative movement, it may be appropriate to
envisage collaboration between governmental
and co-operative movement research on mat-
ters relevant to public policy; publication and
wide diffusion of research results, including
those produced by the international co-oper-
ative movement, intergovernmental organiza-
tions and the United Nations. Emphasis should
be on applied research of immediate utility
in improving the efficiency of co-operatives,
extending benefits to society and improving
partnerships between the co-operative move-
ment and Governments.

Statistics: Several measures may be under-
taken to improve statistics for and about co-
operatives in view of integrating statistics on
co-operatives in regular programmes of the
national statistical service and participate in
international efforts to improve co-operative
statistics, including the establishment of a
uniform set of definitions for use by national
statistical services.

Information: Given that Governments regu-
late and broadly influence information diffu-
sion, a number of measures may be useful
in expanding knowledge of the co-operative
movement and overcoming prejudices and
misconceptions: extension of technical and fi-
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nancial assistance to an extent equal to that
made available to other stakeholders; ensur-
ing that no discrimination exists because of the
distinctive nature of co-operatives; equal and
non-discriminatory access by the co-operative
movement to all public media commensurate
with its contribution to national life; use of
affirmative action to overcome prejudice and
misinformation where the term co-operative
is associated with a previous and inappropri-
ate usage; diffusion through public media of
material on intergovernmental activities un-
dertaken in partnership with or in support of
co-operatives; dissemination of printed and
computer-based information prepared by gov-
ernmental or intergovernmental bodies with
the same priority and resources as allocated to
information on other stakeholders.

Education

20.

Given the important contributions of the co-
operative movement to education, a number
of enabling measures might be useful includ-
ing the provision of public funds if they are
made available to other forms of enterprise
for educational programmes. Governments
may also consider the inclusion within the na-
tional curricula at all levels of the study of the
values principles, history, current and potential
contribution of the co-operative movement
to national society; and encouragement and
support of specialized studies in co-operatives
at the tertiary level.

Provision of Public Funds

21.

Financial self-reliance, total responsibility and
full independence are vital for an effective co-
operative enterprise. The best policy approach
is one where co-operatives receive the same
treatment as any other form of enterprise. A
number of other measures are valuable: ac-
knowledgement and protection of the special
character of co-operatives and avoidance in
law or practice of any discrimination arising
from the special financial status, organization
and management of co-operatives; avoidance
of any direct or indirect engagement in the
internal financial affairs of co-operatives or of
the co-operative movement and recognition
of the full responsibility of the movement for
its own financial affairs; and the development



of partnerships with co-operative financial in-
stitutions in such matters as community and
regional development, drawing on their expe-
rience of mobilizing and managing capital in
a manner and for purposes conducive to the

public good.

Institutional arrangements for collaboration and
partnership

22.

23.

All Government departments and bodies that
have contact with the co-operative move-
ment should be aware of, and act consis-
tently with, national policy on co-operatives.
In order to ensure consistency, certain coordi-
nating functions within government, as well
as liaison with the co-operative movement,
will be useful.

It is advisable that a single department or of-
fice assume central coordinating, focal and li-
aison functions, of which the following might
be most important: elaboration of a single
national comprehensive policy in respect of

24.

25.

26.

co-operatives, formulation of guidelines for
consistent execution throughout government,
including monitoring and review of that ex-
ecution; collaboration with legal departments
in drafting the general and any special laws;
and liaison, consultation and collaboration
with the co-operative movement.

The most effective organizational location
for the responsible entity would be within a
department already charged with broad stra-
tegic and coordinating functions, such as the
office of a prime minister or president, or that
responsible for economic management of
development planning.

An institutional arrangement which enables
regular consultation and effective collabora-
tion between Governments and the co-opera-
tive movement would be valuable.

Liaison between intergovernmental pro-
grammes and the international co-operative
movement should be Supported.
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2.1 Perusal of three previous critical studies

and the proceedings of the 8th Confer-
ence make it apparent that a number
of key issues of co-operative law and
policy have remained unresolved for
years despite the fact that the rationale
for change found broad acceptance
at various international platforms and
thus merit recapitulation as attempted
below:

2.1.1 Lack of a clear policy on co-operatives

and periodic review of the implementa-
tion of policies and in depth evaluation
of sector wise performance of co-oper-
atives are the ‘core’ issues of concern.
In essence, this is both governance and
planning failure. Even in countries like
India with over a century, old tradition
of co-operative movement, neither the
11th Five Year Plan document? nor
the Approach Paper to the 12th Plan?
made any detailed reference to the role
of co-operatives in different sectors
nor, any view taken on why the share
of the co-operatives in rural credit in
India has been persistently falling and
if the acute distress among farmers
in parts of the country has been also
due to failure of co-operatives at the
primary ‘grassroots’ level to deliver
credit-inputs -marketing support and
play effectively the role of financial in-
termediaries. And, this despite the fact
that in 2004 the Government of India
appointed a Task Force to recommend
an action plan for reviving the Rural
Co-operative Banking institutions with
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broad terms of reference including
suggestion for an appropriate regula-
tory framework and assessment of the
financial assistance required by co-op-
erative banking institutions for revival
and that currently, the recommenda-
tions of the task force are under active
implementation — a point though men-
tioned in the Eleventh Plan Document.
The issue is the degree of importance
attached to co-operatives which re-
quires not policy statements but visible
recognition of its role as otherwise in
the din of pro market and pro corpo-
rate activism, the co-operatives tend to
get sidelined. To position co-operatives
firmly in the development agenda, it is
suggested that this subject could be a
part of the office of the Head of the Po-
litical Executive or the Prime Ministers’
Office and given similar importance
in Planning and Finance ministries for
proper direction and support and or-
ganising a periodic review of law and
policy and to grant official recognition
of Apex co-operative bodies as legiti-
mate representatives of co-operatives
in the country.

2.1.2 That allowing self regulation means

accepting co-operatives as subsidiary
wings of the state was highlighted in
the 8th Conference as the first step to
introduce support measures. However,
this remains a problem area because
sweeping powers of Registrar of Co-
operative Societies to supervise and
regulate the co-operatives right from

2J. Eleventh Five Year Plan Vol-I, Planning Commission, Government of India, 2007
3J. Approach to the Twelfth Five Year Plan, Planning Commission, Government of India, 2011



the beginning are continuing for rea-
sons partly historical and partly the
practice of the government contribut-
ing to the share capital of the co-opera-
tives. Moreover in some countries such
as Iran, Indonesia, Cambodia, even the
internal control mechanism seems to
make self-regulation complex as on top
of an elected board of directors of a co-
operative society, a supervisory body is
also elected by the General Body which
makes the decision—-making process
somewhat slow and contributed to
the growth of an attitude among the
co-operatives to play safe to avoid get-
ting into more complex multipurpose
co-operative activities. One possible
means to avoid excessive control of the
Regulator (which in most countries is
the Registrar of Co-operative Societies)
is to constitute an autonomous body
in the form of a Co-operative Develop-
ment Authority as in Philippines under
its 2008 code with powers usually ex-
ercisable by the Registrar in most coun-
tries. This is worth a serious study.

However, its success would depend on

2.1.3 A related issue has been the political

neutrality. Despite emphatic declara-
tions made in the past, this remains a
problem area because of the concep-
tual difficulty in making a distinction
between social action, the basis of
co-operative spirit and the political use
of effects of such actions. Possibly for
this very reason, country co-operative
laws generally do not debar persons
involved in party politics form joining
co-operatives if she/he fulfils other
conditions (some country co-operative
laws specifically debar moneylenders
from becoming members of credit so-
cieties). Experience, however suggests
that entry of even one person whose
interest is inimical to these of the other
members is enough to ruin the society.
Section 44 of the Multi State Co-oper-
ative Societies Act, 20024 of India pro-
hibits a Board member of a Multi State
Co-operative Society to hold office of
chairperson or President or Vice Chair-
person/Vice President in certain cases
when such member becomes a minis-

willingness of the government to del- One possible means to avoid

egate its power and allow it to func-
tion both as a regulator watchdog and
promoter functioning in a spirit of least
or minimum interference and sup-
port to raise the competitive edge and
core competency of the co-operatives.
It may be worthwhile to share recent
country experiences and develop a
scheme of such institutional reform af-
ter the Bangkok Conference.

excessive control of the Regulator
(which in most countries is

the Registrar of Co-operative
Societies) is to constitute an
autonomous body in the form

of a Co-operative Development
Authority

4J. Multistate Co-operative Societies Act, 2002, India
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ter the Central or State Government.®
What is needed is an innovative solu-
tion to this complex issue. It is essential
is that the ‘apolitical’ character of the
co-operatives has to be demonstrated
or pronounced in its functioning which
must be free from sectarian or politi-
cal overtones and members, especially
office bearers, have the statutory re-
sponsibility of not bringing their politi-
cal interest in the co-operative activities
and therefore must remain apolitical in
their work related to co-operatives.

2.1.4 Notwithstanding the assertions of the

8th Asia Pacific Co-operatives Minis-
ter’'s Conference that “Co-operatives
are a tested form of mobilising people
and their resources for their own devel-
opment,” and have a global role to pro-
tect the interests of vulnerable sections
of the society, the fact remains that fol-
lowing the success of women'’s self-help
groups in Bangladesh and pioneering
work of the Grameen Bank in “micro
finance’, both as a concept and instru-
ment, SHG’s (Self-Help Groups) have
emerged as an independent socio-eco-
nomic model for all round betterment
of the lot of rural and urban poor across
the world. The support provided by
the World Bank and multilateral agen-
cies to adopt ‘the Grameen Model”
micro-finance banks in several develop-
ing and even developed countries and
the success it achieved have made the
‘Grameen’ a competing form and ideol-
ogy of mobilisation of the poor and the
disadvantaged. The co-operatives can

5J. The World Bank, The World Development Report - 2008
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ill afford to ignore this reality in view
of the huge network of SHGs and the
micro-financing institutions that have
developed in several countries notably
India with active support of the govern-
ment and Institutional finance - national
and even international.

2.1.5 Policy support for SHGs is now firmly

placed in the development agenda for
promotion of self employment among
the poor as an “innovative and flexible™
form of lending to the poor while guar-
anteeing that borrowers repay loans.
The following extracts from the World
Development Report 2008 of the World
Bank with Agriculture for Development
as the theme underscored the main fea-
tures of the ‘Grameen Bank Model’.

One approach to resolve these prob-
lems follows the pioneering efforts
of the Grameen Bank. Micro-finance
Institutions open the menu of avail-
able contracts with new arrangements
that substitute for collateral. They of-
ten have guidelines to favour groups
— particularly women- excluded from
borrowing through other channels.
Many MFIs lend to local groups whose
members select one another and share
the liability for repaying loans, so social
capital substitutes for wealth as col-
lateral. MFIs often target rural areas,
where social capital is stronger.

To meet undeserved agriculture market,
MFIs have begun to innovate. FUNDEA
(Fundacién para el Desarrollo Empresar-



ial y Agricola) in Guatemala has offered
individual loans to agricultural produc-
ers of short cycle tomatoes and other
vegetable crops. It has adopted the val-
ue chain approach to financing inputs
and outputs, using standing crops as
collateral. Caja los Andes in Bolivia be-
gan to accept nonstandard collateral as-
sets and lend to farmers well diversified
across a range of agricultural and non
agricultural activities. In 2006, it became
a bank. Banco Los Andes Procredit, and
agricultural loans now constitute 10 per
cent of its portfolio.

In short while microfinance is lending in
agriculture is still small, there are hope-
ful signs that innovation will permit the
microfinance movement to partially fill
the agricultural void, at least for pro-
ducers with small enterprises engaged
in high value activities, particularly ani-
mal husbandry and horticulture.

Micro-finance Institutions have strate-
gic implications for co-operatives for
several reasons. First, co-operatives and
MFI compete for space in the same
constituency-the rural and the urban
poor and economically and socially
vulnerable sections of the population;
second, operational methods, the phi-
losophy and principles are about the
same except that the SHGs are non
formal or unorganised and enjoy more
autonomy and flexibility in matters such
as deposit mobilisation, determination
of individual business models, rate of
interest and payment schedules and

linkage with banks as the latter had
been mandated in countries like India
to adopt SHGs which are in fact state
sponsored informal mutual help bod-
ies for implementation of various self
employment schemes under poverty
alleviation programme. Third, the very
flexibility of SHG based MFI’s has at-
tracted outside investors interest in MF
sector because of much higher rates of
interest than the normal bank rate for
weaker sections and have a high return
on capital and prospects of timely re-
covery as MFI's have been allowed, al-
most by tacit consent, unconventional
extra legal pressures and even strong
arm methods to ensure repayment. The
recent exposure in India of a micro fi-
nance, ‘for profit’ company adopting
coercive means in Andhra Pradesh has
prompted the Government of Andhra
Pradesh to enact Andhra Pradesh Micro
Finance Institutions (Regulation of mon-
ey lending Act), 2010° to bring the ac-
tivities of MFI under control of the Gov-
ernment and the Reserve Bank of India
and specifically the rates of interest and
terms of lending by MFI’s to the bor-
rowers. In Bangladesh, where Grameen
Bank began its journey to much success
and global attention had experienced
similar problems and the even com-
plaints of exploitation. These develop-
ments suggest that time has come for
the co-operative sector to take note
of these features of the SHG and MFI
sector and instead of ignoring it as if
it did not matter and consider seriously
a strategic move to ‘co-opt’ the SHGs

Andhra Pradesh Microfinance Institutions (Regulation of Money Lending) Act 2010, India
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into co-operatives which on the face
of it, seems to be quite feasible and for
some strong reasons. First, the size of
membership does not pose a problem
as co-operative law in several countries
allow formation of a primary co-opera-
tive society with as few as 5 members
(Myanmar) or 7 members (Vietnam) and
in European Union countries 5 or more
natural persons are allowed to form a
co-operative society resident in at least
two member countries are allowed to
form a co-operative society while a SHG
could have 10-20 members. Under Ar-
ticle 10 of the Philippines co-operative
code 2008, the minimum number of
persons needed to form a co-operative
is 15 and similar provision exists in codes
of other countries which are well within
the size of SHG. Second, Cambodian
Co-operative Law permits formation of
Pre Agricultural Co-operatives for first
3 years and thereafter subject to per-
formance and fulfilment of conditions,
a pre agricultural co-operative could be
upgraded to an Agricultural Co-opera-
tive. In fact, the task force on long term
measures to revive the co-operatives
appointed by the Government of India
in 20057 has in its report (2008) recom-
mended that SHGs be recognised as
pre co-operatives for incorporation as
co-operative societies to enable the mi-
cro finance institutions/SHGs to get into
such loan-based diverse economic ac-
tivities as seasonal crop or horticulture
lending entailing greater risk, usually
avoided by the MFI’s so far as they have
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been more comfortable with financing
business activities with a safe and quick
turnover. Third, the fact that MFI's
have forged a linkage with banks could
be of great help after conversion into
co-operatives in taking up diversified
business activities, creation of employ-
ment and self-employment opportuni-
ties and management of food security.
Fourth, as SHG’s are at crossroads now,
they need to innovate as argued in the
World Development Report 2008 to
partially fill the void in agricultural lend-
ing which still forms a small portion in
MFI loans and finance producers with
small enterprises engaged in high val-
ue activities particularly in animal hus-
bandry, horticulture, floriculture, small
crafts based industries and even servic-
es like rural transport, shops and food
processing units. Fifth, there should be
no conflict of either identity or interests
because seven cardinal principles of ICA
identity statement seem to apply to the
SHG concept. This matter merits serious
deliberation as it would vastly expand
and diversify the co-operative network,
membership and socio- economic base
and might enable the co-operative sec-
tor to play a balancing role in a market
driven economy as an alternative eco-
nomic force as stated in the 8th con-
ference and to acquire what Prof. Gal-
braith called ‘Countervailing power’.
The mechanisms to bring the SHG/MFI
within the fold of co-operatives may
require some amendments to the exist-
ing co-operative laws to enable SHG’s

7J. Report of the Task Force on long term measures to revive the co-operative credit structure in India,
Government of India, 2008



to become members of the primary co-
operative societies and in particular to
ensure the continuity of linkage with
the Banks and flexibility not only in the
process of lending but also the purpos-
es for which loans were given. It may
be mentioned that under some Indian
state co-operative laws, SHG Federa-
tions are already being registered as co-
operative societies. Entry of SHGs will
strengthen the role of the co-operatives
as instruments of social inclusion. This
has been the focus of the World bank®
in an appraisal of the role of SEWA (Self
Employed Women’s Association) in In-
dia in integrating Self-Help Groups into
the co-operative systems.

2.1.6 An outstanding case of synergy in the

activities of NGO and co-operative sys-
tems is seen in the work of SEWA- the
self employed women’s association es-
tablished in 1972 in Ahmedabad in Guja-
rat state of India as a membership based
organization of poor women working in
informal sector. From its small begin-
ning in 1972, SEWA’s membership has
grown to over 1.2 million members in 7
states of India and roughly 100000 new
members have been joining SEWA every
year in the last decade. Sewa is regis-
tered as a society under the Registration
of Societies Act, 1861 in India as a not
for Profit organisation and is allowed
under the aforesaid law to take up ac-
tivities of imparting vocational training
and production of marketable goods.
As a society SEWA enjoys flexibility in its
work and is not subject to the kind of

intensive supervision and reporting that
a co-operative has to submit under the
co-operative law and having organised
the women’s groups SEWA formed
women’s co-operatives in villages and
set up a Co-operative Bank which is
member driven and designed to support
the business enterprises of the women’s
self help groups. SEWA has retained its
NGO base and yet floated co-operatives
to achieve social objectives as a member
driven organisation in the spirit of ICA
principles and thereby promoted inte-
gration of NGO and co-operative move-
ments on its own without any Policy
support. There must be such instances
in other countries. Thus, with the nec-
essary legal, policy and institutional
support the activities of NGO’s and all
other such associations could be gradu-
ally brought within the ambit of the co-
operative movement.

An extract from the World Bank Publi-
cation titled “India’s Employment Chal-
lenges, Creating Jobs, helping Work-
ers” Oxford 2010 published under the
Poverty Reduction and Economic Man-
agement unit South Asia explaining the
role of SEWA is placed in the box:

The Charter and the work of SEWA
are about the same as the Workers’
Co-operatives in Japan as analysed in
the “Japan’ part of Chapter 4- Coun-
try Study Reports dealing with country
visits. Considering the vital role of in-
formal economy and the self-employed
workers in the economies of develop-

8]. The World Bank India’s Employment Challenges, Creating Jobs, helping workers2010
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Box 2.2 The Self-Employed
Women's Association (SEWA)

The Self-Employed Women's Association
(SEWA) was set up in 1972 in Ahmedabad,
Gujarat, as a membership organization
of poor women working in the informal
sector. From its small beginning in 1972,
SEWAs membership has grown to over 1.2
million members in seven states in India.
Recently, more than 100,000 new mem-
bers have joined each year. A structure has
evolved that gives SEWA great flexibility to
grow and respond to its members' needs.
Apart from their participation in the union's
formal election and governance arrange-
ments, members are engaged in three
main ways: (&) through a union, with both
urban and rural branches, that helps mem-
bers demand fair treatment and access to
justice, markets, and services; (b) through
co-operatives that help members produce
and market goods, and build their assets;
and (c) through member services, which
are financed partly through user charges,
partly by donors, and partly by government
departments that have been unable to pro-
vide the services for which they are respon-
sible by law.

SEWA co-operatives in rural areas help
women improve the quality and designs of
the handicraft and woven items they pro-
duce for sale. In most cases, the women
are already highly skilled in embroidery
and weaving or other crafts. SEWA's task
is mainly to ensure consistent quality and
timely delivery. Co-operatives have also
promoted new agricultural products and
techniques that add value to traditional
products. For example, tree nurseries are a

new activity in areas where traditional to-
bacco workers are being displaced. Milk co-
operatives improve cattle breeding, as well
as milking and milk handling techniques,
raising the value of sales. Salt farmers are
being shown how to produce higher-value
industrial salt rather than lower-value ed-
ible salt. Co-operatives also provide their
members with information on market pric-
es for traditional and new products. SEWA
has also become directly involved in mar-
keting what its members produce.

By far, the largest co-operative is SEWA
Bank. At the end of fiscal 2003-4, deposits
totalled $14.4 million 257,000 accounts,
and there were 53,000 outstanding loans
totalling $3.9 million (for an average loan of
about $73). Historically, SEWA Bank's loan
recovery rate has been about 96 per cent.
In 2003 the Bank started innovative mobile
'doorstep banking' arrangements so that
members would not have interrupt their
daily livelihood activities to go to the bank.
It also offers training courses in financial
planning. SEWA Bank has introduced the
habit of regular saving to tens of thousands
of poor women. Members pay significant
interest rates to SEWA Bank (currently over
20% a year, while the rate of inflation is
around 5%o), but no longer feels powerless
and exploited by moneylenders.

SEWA concentrates its member services
in four areas: health care, childcare, insur-
ance, and housing. In SEWA's experience,
the security of a poor woman'’s livelihood
is not complete without access to these
four basic goods. If a government-provided
service functions well, then SEWA dissemi-
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nates information on how to use it; if a ser-
vice needs improvement or reorientation,
SEWA tries to influence decision-makers
accordingly. If all else fails, it provides the
service on a sustainable basis.

SEWA has pioneered the provision of insur-
ance for poor women, drawing on both
the SEWA Bank and government insur-
ance companies. Typically, a woman saves
Rs. 1,000 (about $22) and puts the money
in a fixed deposit. The annual interest pays
the premium and ensures uninterrupted
coverage, which includes maternity benefits,
as well as payments in the event of illness,
death, and loss of property. In 2003, more
than 11 0,000 members were covered: over
6,000 claims were paid for a total of close
to $180,000 (with the average payment be-
ing about $30). SEWA is now planning an
insurance co-operative, drawing on the ex-
ample of the SEWA Bank.

Key Factors behind the Success

SEWAs impressive record in scaling up its
membership and activities over the past
three decades offers useful lessons. First,
member-based organizations promote
ownership and help ensure that activi-
ties are based on members' demands and
needs. Such organizations can harness
hitherto untapped energy and generate
it anew once members attain self-confi-

dence and learn new skills. Second, an
organization based on values must em-
phasize them constantly. If it does so,
it can maintain consistency of purpose
and function very flexibly. Values gen-
erate strong loyalty among staff and
members, as well as support from the
wider public, and underpin the patience
and perseverance required to change
difficult policy environments. Third, a
flexible style of working encourages
learning and innovation and, there-
fore, facilitates adaptation to changing
circumstances, including the ability to
see crises as opportunities. At the same
time, flexibility motivates high perfor-
mance and low turnover among staff,
and makes it possible to take advantage
of partnerships with external actors. Fi-
nally, leadership skills are crucial, not
only to define and uphold the vision of
an organization, but also in establishing
management and behavioural practices
that minimize social distance between
the management cadre and the organi-
zation's members (or clients). Moreover,
with proper attention to training and
practical research, an organization can
find and develop new leaders among
its members or clients, despite their
poverty and lack of formal education,
and in this way ensure its continuity and
growth. Source: Blaxall (2007).

ing countries, co-operatives could play
a constructive role in organising these
workers and introduce through the co-
operative, elements such as insurance
and health cover, credit worthiness, vo-
cational training, upgradation of qual-

ity of their products and services and
market access narrowing thereby the
gap between their conditions of work
and those obtained in the formal sec-
tor. The incorporation of such move-
ments in the co-operatives deserves to
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be viewed as a strategic issue for the
co-operatives.

2.1.7 Based on the perception that co-oper-

atives constitute ‘the social economy’
working for the well-being of the poor
and the less privileged, the 8th Confer-
ence recommended that co-operatives
must diversify into innovative sectors
like infrastructure building, service
industry, disaster mitigation and pre-
paredness, formal schooling, educa-
tion and healthcare”. Experts have also
suggested that to succeed, the new
generation co-operatives must be pro-
fessionally managed, and try to ‘forge’
strategic alliance with the private cor-
porate sector and also argued for a
“minimalist approach” to the State
Regulatory framework and end of the
paternalist role of the Government to
facilitate the transformation. The legal
and policy implications of these sug-
gestions merit serious scrutiny. Induc-
tion of professionals in co-operatives in
specialised fields is no doubt essential
but it must be ensured that experts
do not take over and turn the co-op-
eratives into ‘for profit only’ service
enterprises with the management and
the members remaining satisfied with
dividends and building of the Reserve
Funds similar to what took place in cor-
porates in the west run by professional
managers with adverse consequence
for the shareholders. Such a situation
is deemed ideal for ‘demutualisation’
and conversion of social assets built
over the years often with state and

°J. Philippine Co-operative Code 2008
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public support into private assets of a
new company. The basic character of
co-operative as a social enterprise may
be lost in this process of ‘professionali-
sation and specialisation’. In the same
way ‘strategic alliance with the private
sector may be forged provided the
terms of engagement do not under-
mine the basic co-operative features
and values or turn co-operatives into
their subsidiaries. The recommenda-
tions of the 8th Conference for strict
rules against ‘demutualisation’ must be
seen this context.

The matter really boils down to pro-
viding a strong capital base for ‘new
generation’ co-operatives which the
members-drawn mostly from the less
privileged, will not be in a position to
provide. The answer to that is neither
going to the capital market even if it
is made permissible under the coun-
try co-operative law for raising capital
through sale of special shares without
voting rights or debentures underwrit-
ten by the government nor a co-op-
erative-private corporate partnership
because that would be ‘unequal’ un-
less restricted to technical support and
not joint management to protect the
‘member controlled and democratically
managed’ basic features of the co-op-
eratives. Any ‘hybridization’ does not
seem to be permissible under the ex-
tant co-operative laws and in the letter
and spirit of ILO Resolutions and ICA
Principles. Nevertheless, as the co-op-
eratives have to diversify in the larger



interest of the social economy and to
create what Joseph Stiglitz called the
‘creative economy’, possibly, one way
to remove this constraint is to establish
at the national level, a “Co-operative
Development Fund’, built with funds
from the Government and other finan-
cial institutions which may function as a
Special Purpose Vehicle (SPV) for meet-
ing the capital needs of the “new gen-
eration co-operatives” under terms to
be fixed on the basis of local situation.
The provision of a ‘Co-operative De-
velopment Authority’ (CDA) under the
Philippines Co-operative Code 2008°
seems to be a step to this direction be-
cause with a broader and special man-
date, a similar authority set up in every
member country could oversee the op-
eration of the fund. The Fund’s charter
may include promotion of ‘start-up co-
operatives; provision of venture capi-
tal, risk and Insurance Cover to reduce
members stakes in the initial phase. It
is felt that without such special sup-
port, the co-operatives would not be
able to register their effective presence
in these new fields in most countries
and might even lose their space even
in traditional areas like crop lending as
it happened in the last decade in India
due to the entry of stronger players
backed up by market and institutional
support. This is indeed an existential di-

3.0

lemma for the co-operatives in the 21st
century and warrants bold legal and
policy changes.

The aforesaid issues have been cap-
tured under section 6 of the recom-
mendations titled ‘contradictions and
dilemma’®® covering the supportive
role of the government without im-
pairing its democratic functioning and
co-operatives promotion of social de-
velopment entrepreneurs with capital
assistance and the need to balance co-
operative autonomy with supervision.
Perhaps, ‘The Basic Structure’ doc-
trine of the constitutional law seems
to apply to co-operatives if one goes
through the various national and inter-
national legal and policy pronounce-
ments. Thus, while co-operatives have
to ‘reorient and even reinvent’ them-
selves, care must be taken to see that
efficiency is not achieved by undermin-
ing the basic structure and principles
of a co-operative. The co-operatives
are ‘economic enterprises’ with a lot of
difference-chiefly its social, equity and
pro-poor orientation and loss of any of
these properties will render them un-
equal to their basic role as promoter
of social economy and social causes at
international bodies such as WTO and
protector of interests of the common
people in the globalising economy.

10 8th Ministers’ Conference on Co-operative Legislation and Policy, 12-15 March, 2007,

Kuala Lumpur, Malaysia
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he Status of Implementation of the
Resolutions & Recommendations of
the 8th Ministers’ Conference on Co-
operative Legislation and Policy

The two sets of Questionnaire at An-
nexure | and Il were circulated to obtain
the views of the states and members on
the issues and concerns of the Eighth
Conference. The replies received are at
Annexure Il since most members/gov-
ernments could not make it convenient
to respond to the Questionnaire; the
only conclusion that could be drawn is
that the response of the governments
and other members were still under
formulation and possibly implementa-
tion which would be mentioned in the
Bangkok conference. However, the po-
sition that emerges from the above and
other secondary sources of information
is as follows:

In the AP region as a whole, globalisa-
tion has stimulated economic growth
particularly in South and East Asia. In
India, for the first time all states of the

World Development Report 2011-The World Bank

Union had registered above 6% an-
nual growth in the 11th Five Year Plan
(2007-2012). During the 2002-2008
period average annual growth rates
of economies of Pakistan, Bangladesh
and Sri Lanka were 5.9%0,5.8%,5.5%
respectively while India grew at 7.9%
in this period. The economies of Thai-
land, Philippines, Malaysia, Indonesia,
Kazakhstan and Vietnam registered
steady growth at 5.2%, 5.1%, 5.5%,
5.2%, 9.5% and 7.5% respectively
while Australia and New Zealand grew
at 3.3% and 3% in this period.'! This

In India, for the first time all
states of the Union had registered
above 6% annual growth in the
11th Five Year Plan. (2007-2012)
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trend has been continuing despite
global economic crisis.

Notwithstanding this spurt in growth,
in most developing countries the con-
ditions of the people on the margin- of
the socially and economically disadvan-
taged have been worsening resulting in
further impoverishment in the wake of
globalisation and therefore constitutes
the major challenge before the Gov-
ernments. This was largely because of
the phenomena of “jobless growth™ in
the organised sector and the growth
of unremunerative employment in the
informal sector. High inflation, and de-
valuation of local currencies has report-
edly caused closure of businesses and
massive layoffs, unemployment, and
social friction.

The formation of regional economic
blocks is a positive trend that has in-
creased opportunities in trade and
investment even when reduction of
protection to domestic industry under
the globalised system has exposed the
domestic industry to competition and
compelled them to restructure to regain
competitiveness. The co-operatives too
are faced with the challenge of achiev-
ing the competitive edge by quality im-
provement in all its activities. This will
require an efficient finance credit de-
livery and marketing system for all co-
operative products and services.

Efficiency apart, the co-operatives have
to spread by expanding its membership
base covering to the maximum extent
the families belonging to the economi-
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cally vulnerable groups by a two-fold
strategy of encouraging people to
join the existing co-operatives and to
set up new co-operatives in areas like
health, education and insurance sec-
tors in which huge gap exists in service
delivery in practically all developing
countries. Thus capacity-building ef-
forts have been accorded high priority
in Philippines, Sri Lanka and India and
a more focused approach to issues like
livelihoods and food security and provi-
sion for the products of small farmers,
weavers and artisans. Efforts are con-
tinuing towards professionalisation of
the co-operatives and training facilities
for the co-operators at all levels.

As regards, legal and policy framework
to create an environment conducive to
the growth of the co-operatives, the
initiative of like Philippines Co-opera-
tive Code 2008 which became a law
in 2009 providing for (i) constitution
of the Co-operative Development Au-
thority with a mandate to support the
development role of co-operatives (ii)
and internalising the principles of good
co-operative governance, to encourage
stakeholders participation is a welcome
development that merits study by all
the other ICA members. The incorpo-
ration of ICA Co-operative Statement
of Identity and Principles is a strong
feature of the co-operative code 2008
of Philippines.

The Status of the Implementation in
India of the report of the Task Force
on long term measures for revival of
co-operatives in India as on 31st July,



2011 placed at Annex IV shows that
the weakness of the Primary Agri-
culture Co-operatives, the bane of
the rural credit in India has been ad-
dressed with simultaneous measures
to improve the balance sheet and
profitability of District Central Co-op-
erative Banks and State Co-operative
Banks to revive the co-operative sec-
tor. In India, as some state laws allow
registration of SHG Federations as co-
operatives, there is scope and need for
comprehensive amendments to bring
the SHG movement within the ambit
of co-operatives in the revived set up.
This suggestion merits serious consid-
eration.

The main points emerging from the re-
sponses received from the Ministry of
Agriculture, Forestry and Fisheries of
Japan, CDA Philippines, Government
of Bhutan, Nepal, FISHCOPFED India,
Government of Sri Lanka are sum-
marised below countrywise:

Japan: To deal with the adverse im-
pact of economic slowdown Japan
had implemented a policy package
of measures of about 26 Tr JPY to
revive the regional economies, stabi-
lise financial and capital markets and
housing finance and to support small
and medium enterprises and has been
extending the benefits to support the
co-operatives. Under several initiatives
like Basic Plan for Food, Agriculture
and Rural Areas, co-operatives are be-
ing restructured to diversity their ac-
tivities further. Co-operatives are also
entitled to price preference under the

government policy and engaged not
only in agricultural production support
services but also in life support service
activities like commodity supply and
welfare service and enjoy autonomy
in their functioning. Forestry co-op-
eratives, an interesting feature of Ja-
pan’s co-operatives are involved in for-
est management, technical training,
processing/storage of forest products.
This is a model worthy of adoption in
countries such as India where Joint For-
est Management Committees (JFM) in
which state forest officials and forest
dwelling villagers and villagers in the
neighbourhood of forests are united in
a joint effort to maintain, conserve and
improve forests and could be a viable
means of expanding the outreach of
the co-operative sector if the JFM’s are
organised into co-operatives.

The Philippines: Though the global-
isation has opened new opportunities
for producers of goods and services,
the overall experience is not happy as
it exposed the small business and co-
operatives to stiff competition and loss-
es. The main challenge before the co-
operatives is to achieve a competitive
edge and capacity-building in diverse
activities to be able to provide fair price
to small farmers and producers. The
Philippine co-operative Mid Term Plan
2011-2016 seeks to bridge these gaps
by establishing a co-operative market
and integrated market and information
system and a co-operative financial sys-
tem while ensuring under Article 4() of
RA 9520 protection of basic structure
and character of co-operatives in terms
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of autonomy, social orientation and
demaocratic functioning.

Sri Lanka : The impact of opening
up the economy to global force was
somewhat unfavourable due to con-
traction of employment, rising prices
and scarcity of essential goods. How-
ever, tax concessions are enabling the
co-operatives to continue to market
quality goods and services but it re-
quires central policy and legal support
to enter into urban areas by developing
mini city co-operatives, housing devel-
opment especially for the poor, bank-
ing, dairy and youth service by pro-
fessionalisation. The formulation of a
National Co-operative Policy and New
Co-operative Act is on the anvil and it
is hoped that once these instruments
are put in place, the institutional and
capacity-building programme will get
the necessary support to develop espe-
cially a second layer in the co-operative
movement.

India: FISHCOPFED reported that the
entry of private corporates in fishing
and processing of fish industry follow-
ing globalisation have generated more
adverse than positive effects on the
lives of the fishing communities and
small fish processors organised into
co-operatives and what they need is
upgradation of technology and man-
agement to reach global standards in
production. This requires more fishery
co-operatives and self-help groups of
fishermen and revision of co-operative
laws to enable the co-operatives to
play a large role in fish processing and
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also a realistic insurance cover for the
fishers.

Nepal: The overall impact was posi-
tive as foreign employment opportuni-
ties grew and the co-operatives have
expanded in industry, agro-processing
and consumer co-operatives sector
which is evident from the fact that
the share of the co-operative finance
is substantial in Nepal’s national in-
come. The formulation of a new policy
for co-operatives and a comprehensive
amendment to the co-operative law
have been taken up and Nepal’s three
year interim plan 2010-2013 has ac-
corded a high priority to co-operatives
in development. A national co-oper-
ative coordination network has also
been set up.

Bhutan: An interesting aspect of the
Co-operative (Amendment) Act Bhu-
tan 2009 is that the definition of a Pri-
mary Co-operative covers not only co-
operatives but also ‘farmers groups’
meaning a group of not less than three
members deriving economic benefits
from one or more economic enterprises
related to Renewable Natural Resource
Sector under Article 2 Sub Section
(20). Article Il (2) of the aforesaid Act is
also significant as it lays down that all
types of registered co-operatives may
join as insurance co-operatives to pro-
vide insurance service and cover to all
members and its membership is open
to socially oriented Non Profit Organi-
sations (NPOs). Under this provision, at
least 15 registered co-operatives and
NPOs may organise and register an in-



surance co-operative. Together, these
provisions have the effect of broaden-
ing the co-operative base with the in-
clusion of farmers’ groups’ which are
like self-help groups and (ii) of expand-
ing insurance, and social security cover
to all the members of co-operatives by
including the NPOs which are much
like NGOs also in the ambit of co-oper-
atives in a partnership mode. These are
innovations which merit close study by
all ICA member countries. The Govern-
ment of Bhutan’s view that stronger
support subsidy is necessary to be in-
corporated in the co-operative law to
incentivise the co-operatives to move
into business mode may be noted with
the observation that as subsidy in any
form is prone to misuse, capacity-
building and professionalisation must
be promoted at the same time in ar-
eas like business model development,
financial and marketing management
through intensive training in co-op-
erative entrepreneurship. The most
fascinating aspect of Bhutan’s devel-
opment goal is the general quest for
Gross National Happiness (GNH) and
not just growth in GDP as in other
countries with the right emphasis on
““social harmony, cultural and environ-
mental conservation” and in search
for GNH, co-operative values and prin-
ciples, if properly followed in function-
ing of co-operatives will stand as sup-

porting systems towards attainment
of GNH. It is however observed that
as of now co-operatives are function-
ing primarily in agriculture, livestock
and forestry and thus to get into other
fields adequate legal and institutional
support seems necessary to create ca-
pable apex co-operative organisations.
It is encouraging to note in this context
that there are about 300 Community
Forest Management Groups (CFMG)
in Bhutan and that the Forestry laws
provide for such State Community
Partnership. The CFMG’s have the po-
tential to become ‘co-operatives’ and
to deal with other economic and social
needs of the forest villagers.

What emerges from these reports is
the fact that globalisation has gener-
ally caused prices to rise — of food, fuel
and capital and constraints on livelihood
security and creation of sustainable em-
ployment opportunities and loss of com-
petitive edge for many small producers.
In all these spheres, the co-operatives
could play a very important role in re-
ducing the adversities of globalisation.
However, this requires a strategic initia-
tive to make first the co-operative lead-
ership competent and strong, and their
functioning viable with strengthening
of their capital and management and
expanding into new areas. These initia-
tives are awaited in most countries.
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Chapter 3

o-operative Laws and Policies — A
Critical Appraisal.

Co-operative Laws and Policies — A Criti-
cal Appraisal.

1. For the purpose of this study, the
boundary conditions accepted are the
Declaration and Recommendations of
the 8th Conference of Co-operative
Ministers held at Kuala Lumpur stress-
ing the need for a proactive legisla-
tion and policies to achieve fair trade
through globalization, taking into ac-
count the multi-dimensional impact
of globalization and in particular, the
adversities being faced by the common
people and the disadvantaged. The
laws and the policies have a symbiotic
relationship and each has to support
the other to achieve the objectives of
the policy. It is, therefore, appropriate
to appraise laws and policies together
rather than separately to establish first
of all the strengths and the gaps which
must be bridged to harmonize laws
and policies. This being the theoreti-
cal framework of appraisal, to proceed
with the appraisal, any reviewer of the
working of co-operatives in the Asia

11

Pacific region has to also consider the
present international economic and so-
cial environment currently influenced
by certain developments — continu-
ing economic slow down in advanced
economies, the euro zone crisis in Eu-
rope and slowing down of growth of
some of the leading developing coun-
tries and the consequent socio-eco-
nomic distress in many countries in the
form of growing unemployment and
reduction in investment in social sector,
particularly education reducing thereby
the growth of social mobility.

In this background, the decision of the
UN to observe 2012 as the Internation-
al Year of Co-operatives has led to a re-

The laws and the policies have

a symbiotic relationship and

each has to support the other

to achieve the objectives of the

policy.
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appraisal of the role of co-operatives in
any economy, advanced or developing.
In a recent article entitled, “Long Over-
looked, Co-operatives get their dues
at the United Nations,” dated October
31, 2011 in the Issue of TERRAVIVA,
the European Edition of IPS Daily Jour-
nal, Elizabeth Whitman argued that
there is strong evidence that the sur-
vival rate of the startup co-operatives is
much higher than that of private sector
competitors and the strength of the co-
operative ventures lies in their concerns
on human aspects of development and
to empower the individuals to organize
themselves into self-help enterprises.
Therefore, the co-operatives as an in-
stitutional mechanism are in harmony
with UN Development agenda such
as the Millennium Development Goals
(MDG), envisaging human aspect of
development and wealth creation rath-
er than the financial elements. As co-
operatives combine both, they are in a
position to develop economic and busi-
ness models to enable a large segment
of the society to move towards sus-
tainable production and consumption
which is the essence of the concept of
‘Sufficiency Economy’- formulated by
the King of Thailand, the theme of the
Bangkok Conference. This perception
requires more legal policy and institu-
tional support to mainstream the co-
operative movement and laws and pol-
icies have to be examined from a new
perspective — to assess the adequacy or
otherwise of the existing laws and poli-
cies to achieve a level of performance
equal to the aforesaid tasks. It may be
appreciated that such an exercise would
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require a longer time frame and inten-
sive and extensive field studies to cover
the vast Asia Pacific region which has
not been possible to organize for the
present study. However, despite these
limitations, an attempt has been made
to analyze on selective basis a number
of national co-operative laws in order
to evaluate the existing capacity and
the gaps which need to be bridged to
enable the countries to make a serious
effort to expand and deepen the role
of the co-operatives in line with the UN
Declaration on Co-operatives, the ILO
recommendation 193 and the spirit of
International Year of Co-operatives. In
the making this effort, the seven car-
dinal ICA principles have been kept
in mind as the touchstone for ensur-
ing retention and strengthening of the
co-operative character while playing a
larger role in complex areas and in co-
ordination and alliance with the state,
corporate sectors and civil society. The
country-wise analysis attempted in the
subsequent paragraphs had to be nec-
essarily brief touching upon essentially
those provisions which apparently
stand in the way of flexibility, self-
regulatory and autonomous nature
of functioning of co-operatives which
if not corrected might even hinder
diversification of co-operative activi-
ties. This being the main objective of
the study, the procedural aspects and
other organisational details have been
mentioned only in so far as they influ-
ence the type of functioning. There-
fore, only those aspects of law which
have policy implications have received
a close scrutiny.



2.1

In all resolutions passed in the ICA Co-
operative Ministers Conference the
main thrust has always been on the
issue of autonomy, member led man-
agement, fair trade, equity and mutual
benefit for the well-being of all mem-
bers in a given context of an increasing
trend of the state authorities to assume
the power of superintendence and
control over the functioning of co-op-
eratives in a number of countries of the
Asia Pacific Region. This has created a
situation of conflict which needs early
resolution to implement the National
Policies of most countries emphasizing
proper growth, expansion and deepen-
ing of co-operatives to make it a vibrant
third sector capable of playing the role
of a safety valve or a balancing sector
in the socio-economic system to reduce
the adverse impact of globalisation. In
this background some recent orders of
the Honourable Supreme Court of In-
dia are cited here as a possible mode of
reconciliation of this core issue of co-
operative law.

In the Andhra Pradesh Dairy Develop-
ment Co-operative Federation vs. B.
Narasimha Reddy and others, the court
held the “The co-operative movement
by its very nature is a form of voluntary
association where individuals unite for
mutual benefit in the production and
distribution of wealth upon principles
of equity, reason and common good.
So, the basic purpose of forming a co-
operative society remains to promote
the economic interests of its members
in accordance with the well recognised
co-operative principles. Members of an

association have the right to be associ-
ated only with those whom they con-
sider eligible to be admitted and have
right to deny admission to those with
whom they do not want to associate.
The right to form an association can-
not be infringed by forced inclusion of
unwarranted persons in a group. Right
to associate with others encompasses
associational ties designed to further
the social, legal and economic benefits
of the members of the association. By
statutory interventions, the state is not
permitted to change the fundamental
character of the association or alter
the composition of the society itself.
The significant encroachment upon
associational freedom cannot be justi-
fied on the basis of any interest of the
Government. However, when the as-
sociation gets registered under the Co-
operative Societies Act, it is governed
by the provisions of the Act and Rules
framed thereunder. In case the associa-
tion has an option/choice to get regis-
tered under a particular statute, if there
are more than one statutes operating
in the field, the State cannot force the
society to get itself registered under a
statute for which the society has not
applied”.

The order defined the role of a co-op-
erative in clear terms establishing the
legal relationship between the right
to form association, the foundation of
co-operative movement, law and co-
operative governance and the super-
visory role of the state authorities e.g.
The Registrar of co-operative Societies
as hereunder
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“Statement of objects and reason of
the Act, 1995 clearly stipulate that the
State participation in the financing and
management of co-operatives in the
past had led to an unfortunate situation
and the co-operative societies were not
governed/guided by the universally ac-
cepted principles of co-operation. Thus,
the purpose to enact the Act 1995 was
to provide more freedom to conduct
the affairs of the co-operative societ-
ies by its members. Clause 7 thereof
clearly described the salient features of
the legislation, inter-alia, to enunciate
the co-operative principles which pri-
marily place as an asset on voluntary
self-financing autonomous bodies for
removal from State Control; to accept
the co-operative societies to regulate
their functioning by framing bye-laws
subject to the provisions of the Act and
to change the form or extent to their
liability, to transfer their assets and li-
abilities to provide for the constitution
of board and functions of the board of
directors.”

The facts in issue on the aforesaid
case are indicative of the conflict men-
tioned above. Briefly stated, the state
of Andhra Pradesh in South India, an
important state where co-operatives
as well as Self-Help Group Movements
have been making great strides in re-
cent times, has two co-operative laws-
the older one, the Andhra Pradesh Co-
operative Societies Act, 1964 providing
for large control of the Government
over the Co-operative Societies with the
State Registrar of Co-operative Societ-
ies (RCS) exercising wide powers, e.g.
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power to hold elections, to nominate
Directors on the Board, frame rules,
give directions to co-operatives, dis-
pose of appeals, revisions, set up spe-
cial courts and tribunals and the power
to approve the staffing pattern, service
conditions, salaries, etc. and approval
of RCS is required for taking staff on
deputation, and to appoint persons in
charge for State level Federations while
the size and the composition of the
board is fixed under the statute. The
later Act, the Andhra Pradesh Mutu-
ally Aided Societies Act, 1995 having
incorporated the principles of co-op-
eration adopted at the International
level provides no such wide powers to
the Government. The affairs of the co-
operatives are to be regulated by the
provisions of the 1995 Act and by the
bye laws made by the individual coop
society and the power of the Govern-
ment to make rules on every subject
covered under the 1964 Act does not
exist in the 1995 Act. In fact, the oth-
er provisions and the structure of the
1995 Act provide for state regulation
to the barest minimum to permit bet-
ter democratic functioning of the so-
ciety as the size, term, composition of
the board depend on the bye-laws of a
particular society and matters like ad-
mission and expulsion of members fall
within the prerogative of the co-oper-
ative society and not that of the RCS
as under the 1964 Act. Without going
into further details, it may be stated
that the 1995 Act aims at providing
greater freedom to co-operatives with
a legal framework conducive to their
growth into voluntary self-financing
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autonomous bodies freed from state
control. The Act is in conformity with
India’s National Policy on co-operatives
and based on the Model Law recom-
mended by the Planning Commission,
Government of India.

There has been a significant growth of
Dairy Co-operative Societies in Andhra
Pradesh in the last two decades. Most
of these Societies were registered under
the 1995 Act and made good progress
in terms of expanding membership,
quality of milk procured and sales turn
over, increased incomes for members
— mostly women and diversification of
its business into promotion of Savings/
Thrift, Bank Linkage, etc.

In this scenario, the Government of
Andhra Pradesh for reasons and cir-
cumstances which are not relevant
here, intended to amend the provisions
of the 1995 Act with the object of con-
verting the Dairy Co-operative Societies
registered under the 1995 Act into so-
cieties deemed to have been registered
under the 1964 Act and accordingly
the state legislature enacted the AP
Mutually Aided Co-operative Societies
(Amendment) Act, 2006 (20 of 2006)
which was struck down by the Andhra
Pradesh High Court against which the
state of Andhra Pradesh preferred a
civil appeal before the Supreme Court
of India. The appeal was rejected and
the Supreme Court held that reverting
co-operative societies back under the
1964 Act is a retrograde process which
would deprive the dairy co-operatives
not only of the benefits of the said Act
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but also rights accrued under 1995 Act
with retrospective effect and therefore
impugned Act was held ‘unconstitu-
tional’ and violative of the National Pol-
icy on Co-operative Societies and Basic
Co-operative principles.

(Civil Appeals No. 2188 of 2008 with
Nos. 2189 — 212 and 4588 of 2088 de-
cided on September 2, 2011 as report-
ed in the weekly Supreme Court cases
— 2011 vol.9 October 28, 2011 report
145-304, Eastern Law Company, Luc-
know India).

The legal foundation of a co-operative
society is the right to form association
provided under the Article 19 (1) (C)
of the Constitution of India. What it
means in practice is the right to form
associations of like-minded persons
who feel that by forming a co-opera-
tive society entirely on voluntary basis
they would be able to help themselves
and achieve some socio-economic and
cultural goals. However, the concept
of ‘Open Membership’ does not mean
that everybody enjoys the right to join
a co-operative society-existing or pro-
jected for formation because under the
Indian Constitution no citizen has a
fundamental right under Article 19 (1)
(C) to become a member of a voluntary
organisation or a co-operative society.
Thus the right to become or continue
being a member of the society is a
statutory right and only on fulfilment
of the qualifications prescribed by the
statute, rules and the approved bye-
laws of the society concerned does a
person become eligible thereof.
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In the civil appeal no. 1551 of 2000
decided on April 15, 2005 — Zoroas-
trian Co-operative Housing Society vs.
District Registrar, Co-operative Societ-
ies (Urban) and other, the Supreme
Court of India first reiterated the
principle laid down in Daman Singh
(1985) 2 SCC 670 and COD Chheoki
Employees (1997) SCC 681 that the
right to form associations necessarily
implies the right to keep others out
and held that so long as there is no
legislative intervention restricting the
power of the co-operative societies to
deny membership to certain classes or
categories based on religion, caste or
any such condition and viewed as per-
sons not sharing the common values
or interest, it is not open to the court
or authorities- Registrar of Co-opera-
tives Societies in this case purportedly
acting under the statue concerned to
order that a particular bye-law of reg-
istered co-operative society is not de-
sirable and would be opposed to pub-
lic policy as indicated by the Constitu-
tion. Hence the court held that forma-
tion of co-operative societies confined
to persons of particular persuasion or
way of life is permissible until such

The court while deciding the
matter emphasised for the
first time that the 1995 Andhra

Pradesh State Co-operative Act is
in conformity with ‘the Principles
of Co-operatives adopted at the

International Level’.
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amendments are made in the relevant
statutes.

The significance of the aforesaid order
of the Supreme Court on September 2,
2011, now when 2012 has been de-
clared by the UN as the “International
Year of the Co-operatives” is consid-
erable as the court while deciding the
matter emphasised for the first time
that the 1995 Andhra Pradesh State
Co-operative Act is in conformity with
‘the Principles of Co-operatives ad-
opted at the International Level’, which
means virtually ‘ICA Principles Compli-
ant and by implication the 1964 Act
is not compliant. Implicit in the order
is a suggestion that this dichotomy of
two altogether different laws govern-
ing the co-operative sector is an aber-
ration though the court stopped at that
without any further direction. This di-
chotomy exists in some form or other
in the co-operative laws and policies of
most countries of Asia Pacific region in
the form of gaps between state policy
and law and laws, policies and Inter-
national principles. The observation of
the court that extensive state control
and ensuring operation of co-operative
principles cannot be done at the same
time defines this basic contradiction.
Taking this view as the criteria, an at-
tempt has been made in the succeed-
ing paragraphs to examine the degree
of compliance of co-operative laws of
some countries of the Asia Pacific re-
gion with the ICA Principles. It may be
clarified that this is an initial scrutiny
only and not a compliance index as
this would require data collection and



even a field survey and preparation of
an Index and theory which could be at-
tempted later as and when decided.

Bangladesh

1.

Since independence in 1971, the record
of Bangladesh in Social Development,
poverty reduction and economic growth
has been very impressive and the coun-
try has been on a steady growth path
since 1990s @ 5-6% growth annually
with a per capita GNP of $690 (2008).
Her development experience has been
significantly shaped by institutional in-
novations related to NGOs, Communi-
ty-Based Organisations (CBOs) and Pri-
vate-Public Partnerships. Through advo-
cacy, these institutions have created by
their strong presence effective demand
for social services e.g. healthcare, edu-
cation, sanitation and evoked a positive
response from the government. The
NGOs emerged following the liberation
to help the communities in distress and
afterwards with the help of foreign do-
nor agencies, they expanded their ac-
tivities to deliver a variety of services in-
cluding micro-credit, etc. so extensively
that social development in Bangladesh
is seen as NGO driven. Consequently,
co-operatives have been overshadowed
in rural areas especially by the Grameen
Bank which promotes credit, as a ‘hu-
man right’ and provide the same on the
basis of ‘trust’ and ‘group based collat-
eral’ for income- generating activities or
housing and not for consumption to be
taken up by the poor and mostly poor
women. As micro-credit comes with
both obligatory and voluntary savings
programme, the borrowers’, capital for-
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mation, mutual help is built into a sys-
tem for providing custom made credit
service. Essentially, a women led move-
ment, ‘Grameen’ scores over co-opera-
tives in terms of innovative lending and
building of social capital through adher-
ence to the famous ‘Sixteen Decisions’
— a social charter emphasising educa-
tion, housing, joint community actions,
clean water, healthcare and environ-
ment, tree plantation, etc as propound-
ed by Prof. Md. Yunus, the founder of
Grameen Bank, which enabled them
to occupy large and unassailable place
in rural economy of Bangladesh. Cre-
ation of national ‘wholesale fund’ with
the help of the World Bank, PKSF (Palli
Karma Sahayak Foundation) to finance
the NGO’s to enable them to lend to
the poor has facilitated growth of mi-
cro-credit. There will be a sea change
in rural financial system once the micro-
finance institutions are allowed to re-
ceive deposits and converted into Micro
Finance Banks (MFB) to be a part of the
formal banking system.

The co-operatives in Bangladesh in this
environment need, above all, capac-
ity to innovate which is not evident at
the moment in the functioning of two
parallel co-operative structures — (i)
traditional agricultural co-operatives
administered by Registrar of Co-oper-
ative Societies (RCS) and (i) farmer’s
co-operatives with two tier and three
tier structural pattern under the super-
vision and control of Bangladesh Rural
Development Board (BRDB). The for-
mer type, is apparently vacating space
for the BRDB sponsored co-operatives
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as they are backstopped by project
funds and funds from public sector
Sonali Bank. Bangladesh National Co-
operative Bank is reportedly in bad
shape and unable to meet the resource
needs of agricultural co-operatives.
In fact credit-based co-operatives are
under performing and only dairy and
housing co-operatives in urban areas
are doing well. 500 milk producers
coops with about 50,000 members
generate and supply about 1,50,000
litres of milk daily to consumers in
Dhaka. The position is better in respect
of about 63,000 primary co-operatives
and Thana (Police Station) level cen-
tral co-operatives with a membership
of about 2.5 million set up under the
aegis of BRDB, a government organisa-
tion. These co-operatives are however
under the dual control of BRDB & RCS.
Several matters such as approval of
budget of co-operatives, audit, and in-
vestment of funds, disciplinary action is
accorded by the RCS who is legally re-
sponsible for supervision and control of
co-operatives. Even the administration
of Co-operative Development Fund to
which co-operatives contribute 3% of
the net profits by the department has
left many co-operatives and officials
reportedly unhappy. Grant of one time
loan waiver, always a populist move in
South Asia, did considerable damage
to credit co-operatives.

The crux of the problem is that the
government seems to be in a state of
dilemma. Though it continues to pro-
vide tax exemptions and concessions
and equity to marketing, fishery, dairy,
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industrial co-operatives or National
Co-operative Bank or support the es-
tablishment cost of BRDB, co-operative
training facilities and loans in 2003-4
to Milk Co-operatives, all these do
not seem to add up to creation of an
environment conducive to growth of
co-operatives as vibrant sector of the
economy. This is mainly because of the
presence of a competing NGO sector
and in comparison, the co-operatives
seem to be rigid, formal with limited
innovation capacity. The group based
lending that has come to prevail in mi-
cro-credit, establishment of Grameen
Bank exclusively for the poor and the
BRAC (Bangladesh Rural Advancement
Committee) initiatives of combining
credit with delivery of organisational
inputs which are all innovative have en-
abled the NGO sector to occupy a du-
rable space in the rural poor segment.
The challenge before Bangladesh Co-
operatives which is similar to some
states in India is not reforms in law and
policy but in developing capacity for
‘innovations’ and by social entrepre-
neurship to raise their ‘outreach’ which
alone could enable the co-operatives to
attract external aid especially multilat-
eral and internal support. A close coor-
dination with NGO sector in a mutually
supportive mode and not competition
for the same space is to be worked out
by a participatory/consultative process
with the involvement of the govern-
ment to develop a policy perspective
for both the sectors laying down a road
map for ‘social mediation’ roles for co-
operatives and NGOs each supporting
the other. Such a policy framework



could pave the way for appropriate
changes in respective laws and lay the
foundation of a vibrant, responsive co-
operative sector.

Bhutan

1.

The Co-operative Act of Bhutan 2001
contains a chapter (Chapter VIil), some-
what unique, laying down the role of
the government in promoting econom-
ic and educational development of co-
operatives which is not usually found in
other co-operative statutes. Article 29
of Chapter VIl states that co-operative
development will be a part of national
development strategy in every five year
plan and all development departments
are required to formulate and imple-
ment strategies and programmes for
co-operatives related to their activities
and the technical support for prepara-
tion of co-operative development strat-
egy will be provided by the Planning
Commission. Article 30 lays down pa-
rameters of government co-operative
partnership based on mutual respect
and understanding and coordination in
activities which is again an unique fea-
ture of the co-operative law of Bhutan
as these are policy prescriptions and
since these are included in the law, the
provisions have acquired a sanctity.

The co-operative law of Royal Govern-
ment of Bhutan has undergone sub-
stantive changes with amendments to
the Co-operative Act of Bhutan 2001
made in 2009. The amendments read
with the Act of 2001 have given the fol-
lowing redeeming features of the Co-
operative Law and system in Bhutan:

1.1 The amendment has made the Ministry

of Agriculture responsible for admin-
istration of the co-operative act which
was earlier the responsibility of the
Ministry of Home Affairs under Article
5.

The definition of primary co-operatives
under Article 2 sub section, (ii) has been
changed so as to give a distinct empha-
sis on agriculture and rural economy as
a primary co-operative society can be
formed by individual non farmers, and
farmers’ groups while the earlier defi-
nition did not specify the composition.
‘Farmers Groups’ has been defined as
a group of not less than 3 members
deriving economic benefits from one
or more economic enterprises related
to natural resource structure which will
cover all aspects of rural economy.

All regulatory powers and responsi-
bilities relating to registration of co-
operatives, monitoring and evaluation
of co-operatives, submission of annual
reports by the co-operatives, provision
of legal services including training of
co-operatives, and issues such as me-
diation, arbitration as well as division,
merger, consolidation and dissolution
of co-operatives are now conferred on
the Ministry of Agriculture under Ar-
ticle 7 of the 2009 amendment. The
Ministry of Agriculture has the power
to delegate some of its responsibility
including registration and monitoring
with the local authorities.

The co-operative banks are to be reg-
istered first with the Ministry of Agri-
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culture and upon grant of license from
the Royal Monetary Authority will be in
a position to offer banking services to
member co-operatives. However, there
is a ceiling of 20% on opening of loan
portfolio to the general public.

The hierarchy of co-operatives in Bhu-
tan starts with primary co-operatives
at base level which can be formed by
at least 15 persons. A minimum of five
such primary co-operatives from the
same industry meaning activities such as
agriculture or dealing with similar goods
and services and operating in the same
area can form a Federation. A minimum
of five federations and special types of
co-operatives engaged in specific ac-
tivities like Insurance Co-operatives or
Co-operative Banks can form a Union
of Co-operatives. Article 11 defines the
role and functions of these two special
types of co-operatives. The Insurance
Co-operatives in Bhutan have an inter-
esting feature as it allows membership
to “Socially Oriented Non Profit Organi-
sations’ (NPOs) which means that in
this type of co-operatives there is inte-
gration of co-operatives and NGOs as
under Article 11 at least 15 registered
co-operatives and NPOs may organise
Insurance co-operatives to provide life
and non-life insurance services to the
members.

Chapter V dealing with governance of
co-operatives confers highest author-
ity to the General Assembly of the Co-
operatives which is to elect a Board of
Directors both as policy making and
implementation body and also appoints
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a finance and audit committee and
election committee. These provisions
follow the broad pattern laid down
in co-operative laws in India and this
also applies to financial management
of the co-operatives. However, Article
18 allows registered co-operatives to
accept deposits from members apart
from subsidies, grants, donations, etc
and in these matters approval of the
concerned government authority is
essential. Article 25 provides for allo-
cation and distribution of net surplus
which contains mandatory provisions
to create Reserve Fund, a Co-operative
Education and Training Fund and Op-
timal Fund as a kind of “Buffer Fund”
to meet unforeseen losses. Only after
meeting these statutory requirements,
the net surplus could be passed on to
the members as interest on their capital
and as return for their patronage of the
products and services. The provisions
regarding merger and consolidation of
co-operatives as well as dissolution and
insolvency follow the usual system as
embodied in laws of other South Asian
countries.

On the whole it seems that the co-op-
erative law of Bhutan as it stands now
contains the broad ICA Principles under
Article 2 (9) and Article 3 laying down
a Declaration of State Policy on Co-op-
eratives with commitment to create a
legal environment conducive to growth
of co-operatives and recognition of co-
operatives as private enterprises based
on mutual help and Bhutanese concept
of Tsa Wa Sum are in conformity with
the co-operative philosophy. The 2009



amendments making Ministry of Agri-
culture as the Administrative Ministry
for Co-operatives is a step in the right
direction. On the whole, the co-opera-
tive law of Bhutan is substantially ICA
Principles compliant.

Cambodia

1.

The Royal Decree — NS/RKT/0701/234
on the establishment and functioning
of Agricultural co-operatives, Union of
the Agricultural Co-operatives and pre-
agricultural co-operatives is the major
co-operative law taken up for study. Its
main features are summarised below:

A minimum of 30 persons can form
an agricultural society to be registered
with the municipal-provincial depart-
ments of agriculture after framing a
suitable statute meaning byelaws for
the co-operative in conformity with the
requirements under article 4.

Article 4 provides for the board of di-
rectors, a supervisory committee and
board of auditors constituted by the
general body which is the ‘supreme’
and top decision-making body. The
constitution of a supervisory commit-
tee with powers to suspend the roles of
the Board of Directors as and when the
board fails to carry out their obligations
under article 17, creates an anomalous
situation as the Board seems to come
under regular supervision and control
of this committee. The power of this
committee to convene an extraordinary
general assembly to constitute a Board
of Directors upon suspension of the
erstwhile Board places it in a position

of superior administrative authority to
whom the Board remains accountable.
The anomaly becomes more apparent
as the chairman of the board has the
power to convene and preside over
the ordinary and extraordinary general
meeting and is also empowered to in-
vite outside authorities like the Com-
mune Sankat Council, District/Khan
Governor and Director of Provincial/
Municipal parties to attend the general
meeting which introduces an element
of outside influence if not interference
in the functioning of the co-operatives
and to that extent reduces the autono-
my of the co-operatives.

Under Article 13 in the matter of vari-
ous disputes arising out of this statute,
the power of arbitration rests with the
Minister of Agriculture, which gives
wide powers to the government as
there is no reference to any role for the
co-operatives, though in the matter of
dissolution of co-operatives the liquida-
tor appointed by the General Meeting
of the co-operative is required to pre-
pare the balance sheet and submit the
same in the competent court. Thus it
is felt that by suitable amendments to
this statute, the role of co-operatives
can be put down clearly in various
stages of functioning of co-operatives
as in other state laws.

An interesting feature of this statute is
the provision of pre-agricultural societ-
ies which can be formed at the most
for three years by 25 persons as a pri-
vate legal entity to raise productivity
of their agricultural farms and at the
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end of this three-year period, such a
pre-agricultural co-operative has the
option either to dissolve itself or to
seek continuation for a further period
of two years giving adequate reasons
or transform into a regular agricultur-
al co-operative or join together with
other pre-agricultural co-operatives to
constitute a single new agricultural co-
operative. Merger of this nature would
require convening afresh founding gen-
eral meeting for constitution of a new
agricultural co-operative. There is no
provision for the supervisory commit-
tee in the pre-agricultural co-operatives
and Article 47 empowers the Board of
Directors to take up all management
functions. The concept of a provisional
agricultural co-operative is an unusual
feature and its justification could only
be in terms of successful function-
ing providing the authorities with the
evidence that it will be competent to
become a regular agricultural co-oper-
ative society. The mechanism for such
evaluation does not seem to exist as
Article 49 gives a number of options.
Therefore inclusion of a clear provision
for evaluation after three years may be
in order. On the whole the aforesaid
law seems to be partially ICA principles
compliant.

China

1.

The Co-operative Movement in China
has turned out to be a massive eco-
nomic development vehicle, especially
since the evolution of the co-operative
structure through the last century until
the enactment of the Farmers’ Special-
ized Co-operatives that came into force
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in 2007. With the national economy
touching new heights, next only to the
United States in the terms of total GDP,
China has soon realized the potential
of its network of 700 Million rural in-
habitants along with the urban popula-
tion for growth.

The most important development in
recent times has been the Specialized
Farmers’ Law and technical associa-
tions that are formed on voluntary ba-
sis under the guidance of the national
federation which is the All China Fed-
eration of Supply and Marketing Co-
operatives. The importance given to the
co-operative sector and the benefits of
the same to the economy is evident in
the nature of the national apex and the
legislative impetus it carries in decision
making and policy framing. The intro-
duction of the market system and the
reform of the state’s monopoly of the
purchase and marketing of agricultural
products gave farmers decision-making
rights on the production, management
and sales of some agricultural products,
and enabled farmers to play a key role
in the production and be responsible for
profits and losses. The market-oriented
reform of rural China directly created
the institution of private property and
market-oriented economic system on
which co-operative organizations rely
for existence. However, the growth of
co-operatives has been lopsided due to
preponderance of rural co-operatives
primarily because of the lack of a na-
tional policy and law to promote co-op-
eratives in other sectors such as urban
housing, health, education etc.
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Article 2 of the law on the Specialised
Farmer Co-operatives stipulates that
the specialized farmers co-operatives
are mutual-help economic organiza-
tions joined voluntarily and managed
in a democratic manner by the pro-
ducers and operators of the same kind
of farm products or by the providers
or users of services for the same kind
of agricultural production and opera-
tion. Specialized farmers co-operatives
mainly serve their members, offering
such services as purchasing the means
of agricultural production, marketing,
processing, transporting and storing of
farm products, and providing technolo-
gies and information related to agricul-
tural production and operation. Some
of the key points pertaining to the law
are stated below,

The farmer Co-operatives are based on
the rural household contract system.
There is government’s direct financial
support, grants from other parties along
with tax breaks, banking services, tech-
nical assistance, human development
and direction of industrial policies. The
regulation on Registration of farmer Co-
operative is made by the State Council
and there are no registration fees. The
Director is the legal representative of
the Co-operative. A Co-operative may
appoint an executive supervisor or a
Supervision Committee. The Director,
members of the Board of Directors and
management may not assume the role
of Supervision Committee. Members
of Board of Directors and the manage-
ment of a Co-operative shall not as-
sume positions of members of Board

()

of Directors and management of other
Co-operatives undertaking similar busi-
ness. Civil servants who are engaged in
the operation of a Co-operative shall
not assume such positions as members
of Board of Directors, members of Su-
pervision Committee, management or
accountants. The Bankruptcy Law ap-
plies to Co-operatives. After paying the
cost of liquidation and claim against
a Co-operative, the remaining money
shall be used to pay unsettled bills of
transactions with farmers members.

The principles observed while professing
the co-operative economy according to
this law are enshrined under Article 3:

The members are mainly farmers;

They aim to serve their members, work-
ing for the common interests of all the
members;

The members join the co-operatives
voluntarily and are free to withdraw
from them;

The members are equal in status and
democratic management is practiced;
and

Profits are to be distributed mainly in
proportion to the volume (amount) of

The growth of co-operatives

has been lopsided due to

preponderance of rural co-

operatives
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the transactions effected between the
co-operatives and their members.

Article 8 states that the State promotes
the development of specialized farmers
co-operatives through such measures
as government financing, preferential
taxation, support in fund raising, sci-
ence and technology support as well
as training of personnel, and guidance
through industrial policies. Article 9
elucidates the role of the People’s gov-
ernments at or above the county level,
those shall make arrangements for the
administrative departments of agri-
culture and the relevant departments
and organizations to provide guidance,
support and services to the formation
and development of specialized farm-
ers co-operatives, in accordance with
this Law and within the limits of their
respective duties.

Article 15 stipulates the composition
of the society wherein, farmers shall
account for at least 80 percent of the
membership of a specialized farmers
co-operative. If the total number of
members of a co-operative is 20 or less,
there may be one enterprise, public in-
stitution or organization as its member;
if the number exceeds 20, the number
of enterprises, public institutions or or-
ganizations shall not exceed five per-
cent of the total number.

The system of “one person, one vote™
is mentioned under Article 17 wherein
this system shall be adopted for elec-
tion and voting at the membership
assembly of a specialized farmers co-
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operative, and each member shall have
the right to one basic vote.

The duties of the members of a special-
ized farmers co-operative are as here
under.

to execute the resolutions of the mem-
bership assembly, the conference of
members’ representatives and the
Board of Directors;

to make capital contributions to the co-
operative as stipulated in the charter;

to effect transactions with the co-oper-
ative as stipulated in the charter;

to share losses as stipulated in the char-
ter; and

other duties as stipulated in the charter

The department of Finance under the
State Council shall establish a finan-
cial and accounting system for the
specialized farmers co-operatives in
accordance with relevant laws and ad-
ministrative regulations of the State.
According to Article 32 and Article
50, the Central and local governments
shall respectively allot funds to support
the specialized farmers co-operatives
in providing services in respect of in-
formation, training, quality standards
for farm products and their authenti-
cation, construction of infrastructure
for agricultural production, marketing,
technology dissemination, etc with pri-
ority to co-operatives comprised of eth-
nic minorities in China.



2.0 According to the report made after the

National People’s Congress Standing
Committee law enforcement inspection
team conducted a nationwide scrutiny
of Farmer’s Professional Co-operatives,
the law on Specialised Co-operatives is
viewed as “an important law guiding,
supporting and standardizing the de-
velopment of rural co-operatives,” and
aiming at playing a significant role in
promoting rural development and en-
hancing the farmers’ chance of having a
stable source of income. Statistics show
that by the end of June 2011 the num-
ber of registered special rural co-opera-
tives had reached 58,072, with 771,850
members investing in total 43 billion
RMB (6.27 hillion U.S. dollars) and that
the annual income of rural co-operative
members were generally 20 percent
higher than non-co-operative members.

The structure of rural co-operatives
indicates five levels. (i) Primary Co-op-
eratives at the village level. (i) County
federations. (iii) City Federations. (iv)
Provincial Federations and (v) the Na-
tional level China Federation of Supply
and Marketing Co-operatives. A highly
organised system is in place to provide
the farmers with extension, credit in-
puts and marketing services including
post harvest technology and storage
support. Success of farmers profession-
al co-operatives explains high produc-
tivity and sustained growth of Chinese
agriculture and modernisation of rural
economy.

However, many co-operative organi-
zations have been controlled by the

founders, and the participation of or-
dinary member farmers in the manage-
ment is low and, no system of incentiv-
ising the sharing of benefits and risks
among members is seen in the orga-
nization. Hence provisions that counter
the low proportion of member farmers
and non-member farmers joining co-
operative activities could be inserted
with much clarity that currently finds
expression in the failure to form a dem-
ocratic decision-making system in the
governance of farmers’ professional
co-operative organizations, and further
to build a revenue distribution system
according to the principle of returning
the surplus to the members in a fair and
transparent manner. Even this brief re-
view of China rural co-operatives leaves
one impressed with its massive growth
and contribution to rural economy.
However in the absence of any consti-
tutional right granted to the citizens to
form co-operatives and backed up with
a comprehensive co-operative develop-
ment Policy, a transparent system to
freely register co-operatives on diverse
subjects and provide necessary support
services as in market oriented econo-
mies, the success of the agricultural
supply and marketing co-operatives is
apt to be seen as a kind of ‘guided co-

Success of farmers professional
co-operatives explains high
productivity and sustained
growth of Chinese agriculture and
modernisation of rural economy.
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operatives’. And the size and diversity
of China suggest the need for Province
specific laws and policies and decen-
tralization of powers of the state in
regard to supervision of co-operatives.
It is thus hoped that as the economy
expands and diversifies further, space
for co-operatives in diverse fields will
be created and under appropriate poli-
cies and systems, viable co-operatives
will emerge and play a balancing role
in the Chinese economy.

India

1.

As mentioned the introductory para-
graph 2, the co-operative law and
policy in India have undergone signifi-
cant changes in the 1990s with liber-
alisation or opening of the economy
to allow greater play of market forces.
In practice, this meant a reduction in
government’s role in supervision and
control of economic enterprises, in-
cluding co-operatives; changes in law
and policy followed but not drastically
but in a manner which might appear
typically Indian of allowing the old and
the new, more open, less government
controlled systems of management of
co-operatives to continue side by side.
This ‘dualism’ is possibly inherent as
the subject of co-operative societies
is in the state list Entry No 32 of the
Constitution and the states are free
to enact their own laws and the cen-
tral legislature is only empowered to
enact laws pertaining to Multi State
Co-operative Societies which operate
in more than one state as this subject
is in the Union list Entry No 41 of the
Constitution.
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Since the states are free to enact laws
for the ‘new generation’ co-operatives
without repealing the extant State
Co-operative Societies Act, two kinds
of co-operatives have come to exist
and this phenomena is called “paral-
lel enactment of new co-operative
Acts” one on the lines of the Model
Act Circulated by the Planning Com-
mission, Government of India which
allows much greater autonomy to the
co-operatives and the other the old
state Act with restrictive features and
especially exercise of vast powers of
the RCS to intervene as in the colonial
period. However, the new law pro-
vides for migration of co-operatives
registered under the old law to the
new law/system of governance. Such
a phenomena exists in as many as 9
states (Andhra Pradesh. Bihar, chat-
tisgarh, Jammu & Kashmir, Madhya
Pradesh, Karnataka, Rajasthan, Orissa
and Uttarakhand) where during 1995-
2003 new co-operative laws were en-
acted to govern and regulate ‘mutu-
ally aided’ co-operative societies. The
aforesaid order of the Supreme Court
at page 51-54 addressed the practi-
cal issue arising out of the application
of these two laws. The truth is that
the old Co-operative Societies Act
has been in vogue for so long that it
has acquired a “settled status’ as ob-
served in the report of the Task Force
on Revival of Co-operative Credit In-
stitutions appointed by the Govern-
ment of India (December 2004). Con-
sidering this position, the Task Force
recommended a package of legal and
institutional reforms to restructure co-
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operative credit societies and the fol-
lowing course of action within a time
frame.

First, the introduction of a parallel liber-
al law similar to the Model Law provid-
ed in the Report of Task Force. Second,
states which do not pass the model law
should include a special chapter for
Agricultural and Rural Credit Societies
in the extant coop Societies Act incor-
porating the provisions of the Model
Co-operative Law. (Annexure V) Ac-
cording to the implementation report
21 states have already amended their
co-operative laws based on the model
law and the restructuring process is
continuing. A statement on the per-
formance of Primary Agricultural Co-
operative Societies in India (2009-2010)
furnished by the NCUI is at Annexure
VI

The reforms are critical for PAC’s and
the CCS in general because in the in-
stitutional agricultural credit, share of
the co-operatives has declined from
62% of the total institutional credit for
agriculture in the 90s to 25.3% in the
10th Plan and to around 16% in the
first 3 years of the 11th Plan (2007-8
to 2009-10) though in absolute terms,
the annual credit from co-operatives
had increased which shows that com-
mercial banks, regional rural banks and
other institutions are making rapid in-
road into the traditional sphere of co-
operative credit activities. The position
is very different in sectors like urban

12

housing, dairy, banking, sugar, fertilis-
ers, marketing, handlooms and handi-
crafts, fisheries, tribal development,
labour welfare and self-employment
of families of industrial workers, etc
where the co-operatives as a mecha-
nism for socio-economic betterment of
the varied segments of under privileged
and middle class people are firmly es-
tablished. In dairy sector, the success of
Operation Flood Program of organising
co-operative dairy units in which wom-
en led dairy units constitute a major
segment has been most remarkable.
With 75,000 Village Societies linked
to 170 District Level Co-operatives in
a federal co-operative marketing struc-
ture in 22 states and 10 million Farm
Family members, the co-operatives en-
abled millions of dairy farmers to get
out of the poverty trap.*> On the whole
the Indian Co-operative Movement is
the largest in the world with about 240
million members and over 600,000 co-
operatives from village to national level
with huge untapped potential for fu-
ture growth and expansion into new
areas. However, experts are of the view
that mere recapitalisation of PACs and
improvement of balance sheets of DCB
and SCB and even induction of profes-
sionals in the Boards of CCS at all lev-
els will not bring about any structural
improvement unless the PACs are re-
designed and made capable of taking
multifarious functions to serve the eco-
nomic needs of the rural communities.
It is argued that PACs can be revived
only if they could serve as ‘one stop

India’s White Revolution — Bruce A Scholten Tauris Academic Studies 2010
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shop’ for farmers and others in vil-
lages providing them a wide range of
services and facilities, such as credit,
input supply, procurement of surplus
produce, cold storage and warehous-
ing, assistance in accessing land re-
cords, extension advice and receiving
deposits and providing information on
wealth market, lending through RRBs
and CBs against warehousing receipts,
etc. Such multipurpose or multiservice
providing co-operatives and profes-
sionally managed might be in a posi-
tion to develop partnership with other
institutions. Improving deposit safety
at the PACs and allowing depositors
the right to vote are also suggested to
make them real stakeholders and also
incentivising the habit of thrift among
the members.

In this environment, the enactment of
the historic 97th Constitution Amend-
ment Act 2011 by the Parliament mak-
ing the right to form co-operative soci-
eties a fundamental right of the citizens
has acquired great significance. The
Act has accorded right to set up a spe-
cialised agency on the lines of the Elec-
tion Commission which can conduct
election to co-operative societies. The

It is argued that PACs can be
revived only if they could serve
as ‘one stop shop’ for farmers
and others in villages providing

them a wide range of services and

facilities.
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amendment adds a new Directive Prin-
ciple of State Policy in the Constitution
‘that the State is to promote voluntary
formation, autonomous functioning,
demaocratic control, professional man-
agement of co-operative societies.’ The
main features of the amendment are as
follows:

Right to form co-operatives is a funda-
mental right of all citizens.

Co-operatives could set up agency
which would oversee elections.

Uniformity in the tenure of Co-opera-
tive Board of Directors.

Provisions for incorporation, regulation
and winding up of co-operative societ-
ies based on the principles of demo-
cratic member control, member eco-
nomic participation and autonomous
functioning;

Limiting the maximum number of di-
rectors of co-operative society to not
exceeding twenty-one members;

Providing for a fixed term of five years
from the date of election in respect of
the elected members of the board and
its office bearers;

Providing for a maximum time limit of
six months during which a board of di-
rectors of co-operative society could be
kept under supersession or suspension;

Providing for independent professional
audit;
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11.

12.

2.1

Providing for right of information to
the members of the co-operative soci-
eties;

Empowering the State Government to
obtain periodic reports of activities and
accounts of co-operative societies;

Providing for the reservation of one
seat for the Schedule Castes or the
Scheduled Tribes and two seats for
women on the board of every co-oper-
ative society, which have individuals as
members from such categories.

Providing for offences relating to co-
operative societies and penalties in re-
spect of such offences;

The constitutional amendment further
inserts new provisions (adding Articles
243ZH through 243 ZT), outlining
guidelines for administration of co-op-
erative societies as hereunder:

The state legislature shall specify the
number of members of the Board of
Directors of a co-operative society. The
number is limited to 21. The term of
the Board is for five years. On every
Board of co-operative society, one seat
shall be reserved for a person includ-
ed in the List of Scheduled Castes or
Schedule Tribes and two seats shall be
reserved for women.

The election of members to the Board
must be conducted before the expiry of
one. The state legislature would out-
line the guidelines for conducting such
elections.

Vi

The state legislature shall make provi-
sions for co-opting any person having
expertise in the field of banking, man-
agement finance or specialisation in a
field related to a co-operative society as
members of the Board. A maximum of
two such persons can be taken to the
Board. The co-opted member would
not have the right to vote in any elec-
tion to a co-operative society or be
eligible for election as Chairman, Presi-
dent, Vice Chairman or Vice President.

The Board of a co-operative society can
be superseded in case of (a) persistent
negligence in the performance of its
duties; (b) commission of any act preju-
dicial to the interest of the co-operative
society or its members; (c) and if there
is a stalemate in the constitution or
function of the Board; or (d) the gener-
al body has failed to conduct elections
as per the required procedure.

A Board cannot be superseded or sus-
pended for more than six months. In
case a Board has been superseded the
administrator appointed to manage
the affairs of such a society shall ar-
range for conducting elections within
the specified time period.

The Board of co-operative society which
does not have any shareholding or loan
or financial assistance from the gov-
ernment cannot be superseded. (This
will have the effect of virtually freeing
such co-operatives from intrusive state
control and allow them to function as
autonomous member controlled enter-
prises)
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Vii.

viii.

The provisions of the Banking Regula-
tions Act 1949 will be applicable to
banking co-operative societies.

The state legislature may define the
offences and penalties related to co-
operative societies. An offence is com-
mitted if:

a co-operative society files a false re-
turn,

wilfully disobeys any summon or requi-
sition issued under the state Act,

any employer who, without sufficient
cause does not pay to the co-operative
society the amount deducted from an
employee within a period of 14 days.

any officer who wilfully does not hand
over custody of books, accounts or
cash of a co-operative society to an au-
thorised person and

any person who adopts corrupt practic-
es before, during or after the election
of board members or office bearers.

The above changes have given rise to
hope that it would usher in an era of
professionalisation and democratisa-
tion and together with the structural re-
forms mentioned above will strengthen
the co-operative movement.

Indonesia

1.

Indonesia has a vibrant co-operative
sector as there are 1,41,330 coops of
which 1,40,480 are primary coops, 850
secondary coops and 7,150 are agri-
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cultural coops. The membership of all
co-operatives was 27,773,133 in 2007.
The capital base is impressive-Rp.16,
790,861.00 as own capital with a debt
capital of Rp 22,062,212.00 and a
business volume of Rp.3, 216,818.00.
{Source; Research and Development,
Ministry of Co-operatives, 2007] The
estimated share of the co-operative
sector in the economy is 38% which
indicates the importance of the sec-
tor. The seven ICA Principles have been
incorporated in the Indonesian Co-op-
erative Act No 25 of year 1992 which
also lays down a three tier organisa-
tional structure consisting of a Gen-
eral Assembly, Board of Directors and a
Board of Supervisors. The merits of co-
operatives as a form of people based
economic enterprise as evident during
the recent global economic meltdown
have persuaded the Government of
Indonesia to accord due importance
to the co-operatives in the economic
policy. In the agriculture sector co-op-
eratives are strong-in Dairy with 90300
members and in coffee, coconut and
palm oil plantations. In dairy, 230 co-
operatives have a marketing tie-up with
milk processing industry and coffee co-
operatives too have a similar arrange-
ment through PUSKOPI (Centre of cof-
fee co-operatives) for processing into
Coffee powder. 200 palm oil co-oper-
atives participate in a collaborative pro-
gramme with processing companies.
The co-operatives receive technology
support from the Government through
the State Extension and Agricultural
University system and also from NGO’s.
The Government also supports farmers
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by providing loan capital through credit
scheme programme, for example KUT
(farmers’ business credit).

The co-operative law apparently suffers
from certain rigidities such as the provi-
sion for appointment of a committee of
supervision which is also elected by the
general body of the co-operative soci-
ety and entrusted with the responsibil-
ity of supervising the implementation
of the policy and management of the
co-operative society. In effect it means
a body above the Board of Directors,
also elected by the General Body to
carry out the functions of the co-oper-
atives. This arrangement, which does
not exist in a number of other national
co-operative laws has introduced an
element of avoidable supervision and
is likely to constrain the independent
functioning of the Board of Directors.
The main issue is the accountability of
the committee of supervision. Since
both the Board and this committee are
accountable to the general body, it is
likely to create administrative problems
such as delay in implementation when-
ever there is a difference in opinion and
whenever the Board decides to make a
reference to the general body.

The role of the Government in case
there is a difference between the board
and the committee of supervision needs
a clear statement in the law. Under arti-
cle 47 the Government enjoys the pow-
er to dissolve co-operatives whenever
there is evidence that the co-operative
concerned does not fulfil the condi-
tions or meet the provisions of law or

its activities are contrary to public order
or its survival cannot be assured. While
the state power in such a contingency is
unexceptionable, the procedure of tak-
ing action under this provision has to
be transparent beginning from the issu-
ance of the show cause notice; the pro-
cess of enquiry laid down in the rules
made under the law does not seem
clear and this leaves the matter of how
the Government takes decision or issues
the notification- suo moto or otherwise,
somewhat vague and unclear. If how-
ever, the members of a co-operative
themselves decide to draw up a plan of
dissolution, the co-operative is required
to submit the same to the Government.
On the whole in this matter the position
of the co-operatives seems to be weak
till suitably amended.

Art 63 leaves the area of activities of the
co-operatives broad enough to cover
all fields of peoples’ economic life and
the Government is in a position to ear-
mark certain sectors for co-operatives if
a policy decision is taken to that effect.
Other provisions such as limiting the
return on capital to not exceeding the
interest rate prevailing in the market
or the net surplus to be proportionate
to the business contribution made to
the co-operative by the members and
emphasizing self-reliance, co-operative
education and cooperation among the
co-operatives at local as well as inter-
national level or the co-operatives be-
ing not only business enterprises but
also people’s movement with a social
character are likely to add strength to
the co-operative sector.
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The role assigned to the secondary co-
operatives seems to be similar to that
of the committee of supervision which
seems to be an anomaly that needs
a resolution. An interesting feature
of the Indonesian co-operative law is
the provision to allow co-operatives to
float shares of the co-operative in the
capital market for capital mobilisation.
The buyers of such shares however do
not enjoy the voting rights but can be
involved in the management and su-
pervision of business. The conditions
for flotation of such shares-the pro-
portion of equity or preference or pur-
pose - general or specific need clear
policy directive to safeguard the co-
operative character. Chapter 8 dealing
with efficiency in business provides
for savings based loan business and
underscores’ socialisation of co-oper-
atives ‘which need some clarification
because co-operatives by definition
are social enterprises. Similarly Art 47
dealing with “co-operatives found to
be lacking in morality” which might
attract legal action needs clarification
about the basis of such action. Could
it be a court order or bankruptcy or
any other infirmity? On the whole, the
co-operative law of Indonesia may be
regarded as partially ICA principles
compliant.

However, the state commitment to
co-operatives is stated in clear terms
in the 1945 Constitution especially Art
33 Para 1 emphasizing the pivotal role
accorded to co-operatives as a form of
enterprise for attainment of national
prosperity. The concept of socialisation
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of co-operatives is somewhat unclear
in the memorandum of elucidation of
the law of the Republic of Indonesia
concerning co-operatives except that it
suggests that the government is free to
decide what field of economic activities
can be primarily set apart for the co-
operative sector only. This implies some
kind of reservation though it has not
been spelt out as such. The provision
allowing the co-operative societies to
mobilize capital from sale of shares to
members as well as non-members also
needs clearer statements of how this
will be apportioned between the mem-
bers and the non-members to maintain
the member controlled enterprise char-
acter of the co-operatives. The second
part on the aforesaid memorandum lays
down the co-operative principles under
Article 5 which are in conformity with
the ICA principles. It appears therefore,
that an appropriate legal and policy
framework is in place save and except
that the role of the comity of supervi-
sion in the functioning of the co-oper-
atives vis-a-vis the Board of Manage-
ment might require some refinement
especially when Article 32 provides
for appointment of a manager by the
Board of Management to manage the
business of the co-operatives which in
effect means that this functionary will
act as a Chief Executive Officer respon-
sible to the Board of Management. In
this pattern of management the three
entities have to operate in a co-ordinat-
ed manner to achieve the common ob-
jective. In reality this may entail some
functional difficulty. Also under Article
41 laying down the capital structure
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there is clear provision for borrowed
capital from banks and other financial
institutions as well as bonds and other
securities. It appears that the role of
Own Capital under subsection 2 and
Borrowed Capital are given equal im-
portance while Article 22 also provides
for raising of share capital. In theory
the proportion of borrowed capital and
share capital from non-members will
require a form of sophisticated finan-
cial management for ensuring suffi-
cient returns from use of capital raised
from outside the members because the
investors would be keen to derive fair
and assured return on their investment.
A co-operative society would be able to
draw such funds only when its base is
sufficiently strong to absorb external
capital and, therefore presumably only
large co-operatives in the consumer
and the service sectors with quick turn
over might be in a position to gainfully
use such borrowed capital. The co-
operative law, though comprehensive
may require more detailed provisions to
cover future activities in areas such as
value addition, health, education, small
industries and also to deal with settle-
ment of disputes through a transpar-
ent process of arbitration under the co-
operative law. The co-operative policy
may also consider creation of a system
for capacity-building of co-operatives
through staff training and profession-
alisation of management.

The co-operatives have been in ex-
istence in Iran for over a century and
presently there are about 164959

1.2

co-operative societies functioning in
diverse fields like consumer supply,
transportation, handicrafts-carpet-
manufacturing, agriculture, housing,
industrial, multipurpose co-operatives,
etc employing about 2 million persons.
The co-operatives share in the GDP
is now about 9% and is projected at
25% at the end of the Plan which ap-
pears to be rather ambitious given the
fact that co-operatives are yet to attain
a growth momentum of their own and
depend heavily on Government sup-
port in various forms including grant of
25% exemption in taxes allowed to the
co-operatives. The Iran Central Cham-
ber of Co-operatives is the apex body
of the co-operative sector and is re-
sponsible for coordinating the activities
of co-operatives and provides all types
of capacity-building support to the co-
operatives apart from representing the
sector and its case in all matters before
the Government and the Legislature
and different councils. ICCC also coor-
dinates inter co-operative relations. It is
in fact a lobby for the co-operative sec-
tor and seems to be quite effective as
the co-operatives have strong presence
in the Parliament.

The co-operative law in every country
reflects a specific historical and socio-
economic context and Iranian co-oper-
ative law has to be seen in this perspec-
tive. In the preamble of the Act on co-
operative sector of the economy of the
Islamic Republic of Iran, prevention of
concentration of wealth, attainment of
full employment and encouragement
of private management in building of
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1.3

enterprises for creation of jobs are the
stated objectives of the state apart from
prevention of monopoly, high prices
and developing people’s participation
as the basis of economic activities. Ar-
ticle 26, 27 categorize co-operatives
into two- Production co-operatives and
Distribution co-operatives. The former
covering agriculture, livestock and such
other productive activities in urban and
rural areas and is accorded a higher
priority over distribution co-operatives
which basically deal with housing and
all civil supply related activities. There is
a third category called the trans-provin-
cial co-operatives which are much like
the Multi state co-operative Societies
in India, though this is not a function
based classification. Under Article 25
which lays down the apportionment
of net profit of co-operatives, there is
a provision for the creation of a Legal
Reserve Fund, built with obligatory
minimum of 5% of the net profits in
addition to the reserve fund and the
co-operative fund to which 4% of the
net profits respectively have to be also
deposited annually and only upon de-
duction of the said funds, the remain-
ing portion is to be distributed to the
members after payment of bonus and
remuneration to Directors, employees
and inspectors. The purpose for which
Legal Reserve Fund is to be used, is not
mentioned in the statute which is es-
sential for appreciation of activities of
co-operatives.

A similar special feature of co-opera-
tives in Iran is the provision of Inspec-
tors for co-operatives under Article 29.
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While General Assembly is the supreme
authority and the Board of Directors
responsible for functioning of co-op-
eratives and especially its programmes
and activities, the inspectors are also
appointed by the General Assembly ei-
ther from real or legal entities for one
fiscal year with no restrictions on their
re-appointment. The Board of Directors
is also elected by the General Assem-
bly under Article 36 consisting of at the
most seven principal members and at
least of three persons for a period of
three years. The duties of the inspec-
tor under Article 40 are wide ranging
and not confined to supervisory activity
over the work already done but include
a kind of role that is best explained as
the power of ‘superintendence and
control’ providing thereby a broader
interpretation of the term inspection
which is reflected under Article 42 as
“Should each one of inspectors rec-
ognize that board of directors and/or
Managing Director have committed
certain violations in performing the
entrusted duties and they ignore their
warnings, they must request board of
directors to convene general assembly
and to consider their report™. Prima fa-
cie the Board of Directors seem to be
subject to a system of dual control of
the General Assembly and the inspec-
tors which merits a review, read with
note 1 of Article 13 on General Assem-
bly which lays down that each and ev-
ery government organisation, corpora-
tion, bank, state Islamic councils which
have a partnership with or investment
in co-operatives may have a represen-
tative as observer in co-operatives for



supervision and inspection and par-
ticipating in the sessions of General
Assembly and Board of Directors, the
overall picture is not quite conducive
to growth of a member controlled en-
terprise which is the essence of the co-
operative character. The note 2 of the
same Atrticle states that any proposal of
dissolution or merger or amendment to
the Articles shall be subject to the ap-
proval of the authorities mentioned in
note 1 which brings the co-operatives
under multiple authorities and is not
helpful towards the growth of Co-
operative autonomy. The concept of
inspection has been also introduced in
the structure of the co-operative Union
under chapter 7. The provisions relating
to Dissolution and Liquidation under
Article 54 are exhaustive and provide
a strong supervisory role to the Minis-
try of Co-operatives which is essential
for growth of co-operatives. Chapter
10 dealing with the Institution of the
Central Chamber of Co-operatives is
an innovative feature of co-operative
law of Iran providing for a wide role
for the chamber — not merely co-ordi-
nating the work of co-operatives and
Co-operative Unions but also to settle
disputes and arbitration in the affairs
of co-operatives. The chamber also will
have its inspection board. Chapter 6
dealing with the role of the Ministry of
Co-operatives empowers the ministry
under Article 65 with a broad supervi-
sory role for ensuring implementation
of Rules and Regulations and also to
promote growth of co-operatives. It is
also responsible for management of
the Co-operative Fund. The 30 point

charter of duties assigned to the Min-
istry of Co-operatives under Article 66
is remarkably exhaustive reflecting the
government policy to promote growth
of co-operatives in all socio-economic
sectors and specifically support capac-
ity building of co-operatives. On the
whole, the Iranian Co-operative law
lays down the legal and financial frame-
work of the co-operatives but also in-
cludes a policy statement underscoring
and expanding the co-operative sector
as a means to achieve social equity,
prevention of ‘occurrence of wealth
hoarding by special groups’ as well as
‘prohibiting government from turn-
ing into an absolute authority’ which
implies the democratising role for the
co-operatives much beyond the idea of
a business enterprise with a social face
as commonly perceived. This is the con-
tent of Para 47 and 48 of the General
Policies of the Fourth Development Plan
of Iran on the role of Co-operatives.

Japan

1.

Japan has no common or comprehen-
sive law applicable to all types of co-op-
eratives and there has been no thought
of doing so. Instead, it has separate laws
for single purpose co-operatives such
as Agriculture Co-operatives, Fishery &
Forestry Co-operatives, Dairy, Horticul-
ture, Health & Welfare Co-operatives,

On the whole, the Iranian
Co-operative law lays down the
legal and financial framework of
the co-operatives.
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etc. There being no single nodal Min-
istry responsible for the co-operative
sector, each of these single purpose
co-operatives comes under the admin-
istrative control of a particular ministry
which lays down the policy and provides
the legislative cover. However, the im-
portance of the co-operatives in Japan
is evident from the fact that roughly
one third of Japanese households are
members of co-operatives. The gov-
ernment does not hold equity in the
co-operatives and have decentralised
its powers so that the primary co-opera-
tives are registered with the Prefectural
Governments while the Federations and
the Unions are regulated by the Central
Government. A brief review of the Ag-
ricultural Co-operative Law is attempted
below.

The object of the law is promotion of
sound development of “Agribusiness
persons co-operative system improving
thereby agricultural productivity and
the socio-economic status of the agri-
business persons. The term agri-busi-
ness person has been so defined as to
exclude one that employs a workforce
of 300 or more and holds a capital
stock contribution of Y 300 million or
more meaning that the co-operative is
to serve primarily individual farmer or
farming households (the size of aver-
age Japanese farm holding is 1.9 ha).
The term agriculture is broadly defined
to cover cultivation of seasonal crops,
animal husbandry, sericulture and
even the business of producing char-
coal. Article 6 provides for tax exemp-
tion while Article 8 makes it clear that
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the object of co-operative business
shall not be profit making but service
to its members as explained in Article
10 stressing improvement of manage-
ment of agriculture, accepting mem-
bers savings and provisioning of joint
use facilities of various types necessary
for improvement of business of mem-
bers such as mutual relief, insurance,
land development, medical facilities,
etc. The list under Article 10 is exhaus-
tive. Co-operatives are classified into
capital stock and non-capital stock
meaning that while the former can ac-
cept members savings and provide mu-
tual relief insurance and conduct farm
management on commission from its
members, the others cannot take up
such business activities. Under Article
26, an agricultural co-operative may
allow admission of citizens residing in
its vicinity as associate members with-
out voting rights who can derive ben-
efits from its services. However, their
use of services is limited to not more
than one-fifth of the services available
to the members in a business year.
Each member has one voting right and
one right to elect officials and repre-
sentative member regardless of the
number of shares held as permissible
under Article 13(2). Article 30 provides
for 5 Directors and 2 Auditors or more
who will be elected at a general meet-
ing. At least two-thirds of the estab-
lished number of the Directors in an
agriculture co-operative society shall
be its members excluding the associ-
ate members. An important feature
under Article 30(2) is the provision of
appointment of business management
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commissioners by the co-operatives as
its officials in accordance with the ar-
ticles of its incorporation whose num-
ber shall be fixed at 5 or more and
at least three-fourth shall be individ-
ual members or officials of corporate
members. However, business manage-
ment commissioners of a newly set up
organisation shall have to be named
from among the agribusiness persons.
This is to bring in professionalism in
management as detailed under Article
32 in close coordination with Board
of Directors in a mutually supportive
mode. In the list of the duties of the
Board under Article 33, there is an im-
portant provision, not usually found
in other co-operative laws (Article 33
(2) &(3)) which makes the Board col-
lectively responsible and liable to com-
pensate the co-operatives in proven
cases where the Board have neglected
to perform their duties and the liabil-
ity extends to a Third Party. The provi-
sions for audit of special co-operatives
by the Central Union of Agricultural
Co-operatives under Article 37(2) and
those under 1996 amendments laying
down that more than one-third of the
auditors elected should be non mem-
bers are designed to ensure a profes-
sional approach to audit of agricul-
tural co-operatives engaged in credit
business.

From the post World War Il period, the
agricultural co-operatives in Japan have
evolved through consolidation into 730
large consolidated co-operatives with a
huge membership base of 9.5 million
(the average membership of a co-op-

erative society being 10,851 members)
which entailed some difficulty in mak-
ing General Body an effective forum
for taking decision. To obviate this, Art
48 has introduced the concept of rep-
resentative members who must be full
members and not associate members
and elected by members at their Gen-
eral Meeting for a term not exceeding 3
years. Clause 3 of this Article lays down
a limit to representative members for
a co-operative having over 2500 mem-
bers or 500 members.

1.2.1 The provision (Article 51) regarding

accumulation of Reserve Fund by set-
ting aside 10% or more of the surplus
for each year and fixing a minimum
at 50% of the total amount of capi-
tal stock are designed to stabilise the
business operations. The payment of
surplus dividends to the members pro-
portionate to the use made by a mem-
ber of the business of the capital stock
of the co-operative in proportion to
the paid up amount of the capital and
limiting it to 8% as per the decision of
the Government is in keeping with the
co-operative principles. To establish an
agricultural co-operative, 15 or more
farmers are required to act as Promot-
ers and to establish a Federation of co-
operatives two or more co-operatives
are to act as Promoters. The power of
registration of Primary Agricultural Co-
operatives rests with the Branch Office
of the Legal Affairs, Ministry of Law at
all Prefectures. Chapter Il of the Co-
operative Law provides for creation of
Central Union of Agricultural Co-oper-
atives and Prefectural Union of Co-op-
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eratives to secure sound development
of co-operatives in the national and
prefectural levels and the former hav-
ing the right under Article, 72-73 to
issue directives to Prefectural Unions
on matters relating to business plans
or accounting, etc. and to lay down
basic policies to promote coordinated
growth in business. The statutory role
of the member co-operatives, the
functional details of Unions and the
Auditors and conditions for dissolution
and liquidation as well as the supervi-
sion of co-operatives have been cov-
ered with adequate safeguards giving
due opportunity to the co-operatives
to explain their position.

Since co-operative law in Japan are
sector specific there are important dif-
ferences. Consumer co-operatives are
not allowed to get into credit busi-
ness. Possibly for this reason, there is
no separate law relating to accounting
standards of consumer co-operatives
who have evolved their own account-
ing standards to be followed by mem-
ber co-operatives. Health co-operatives
in Japan (Hew Coop Japan) are a part
of consumer co-operatives and estab-
lished under Consumer Co-operative
Law have special features — (i) any resi-
dent can become a member by invest-
ment and also staff of Health Coops
and (i) non-member can use services
upto a ceiling of 50% of the total busi-
ness volume of a co-operative soci-
ety. A relaxation has been allowed in
case of Health Co-operatives because
Consumer Co-operative Law of Japan
restricts use of retail co-operatives to
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its members. These co-operatives indi-
rectly joined JCCU through Hew Coop
Japan.

An interesting recent development
in co-operative sector of Japan is the
growth of Japan Workers Co-opera-
tive Union (JWCU) and its demand for
a separate worker co-operative law
which has been able to secure con-
siderable support of Japanese Parlia-
mentarians and the Diet Members of
the Democratic Party are reportedly
discussing the details of the legislation.
The concept of a workers co-operative
is based on a definition of worker and
associate work as distinct from an ‘em-
ployee’ and of people who create their
own jobs like self-employed, make
capital contributions and have control
over management is still uncommon in
Japan. JWCU seeks a new legislation
on ‘associated work’ as the legal instru-
ment of raising ‘the spirit of creating
own jobs’ to improve quality of work
to develop a new public sector through
associated work. The JWCU executives
pointed out that the ILO definition of
worker is in line with the definition
of JWCU and the need for a general
comprehensive co-operative law in Ja-
pan which will provide legal cover to
all types of co-operatives as the existing
sector specific laws and different Minis-
tries providing administrative and legal
support to sectoral co-operatives is not
adequate to promote growth of co-op-
eratives in emerging social and ethical
co-operatives. Founded in 1979, JWCU
consists of 66 member organisations of
primarily worker co-operatives, older
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persons co-operatives and affiliated or-
ganisations embracing 11,217 worker
members as of September 2009 with a
turnover of 124.95 billion yen in fiscal
year 2008. It is thus a new force in the
co-operative movement.

While examining co-operative law and
policy of Japan, one must remember
the vast spread of co-operatives in
the economy and society. Consumer
co-operatives alone have 25 million
strong membership with a annual
turnover exceeding 3 trillion yen. Agri-
cultural co-operatives have 9.5 million
members including 4.7 million associ-
ate members with a turnover (value
of supplies) of 3.30 trillion yen in the
financial year 2008. These facts indi-
cate success of state policies and laws
and the government have consistently
shown through action its commitment
to co-operatives by changing laws and
sectoral policies to sustain the strate-
gic role of co-operatives reflected in
the Japanese ‘Basic Plan for Food and
Agriculture’. It is thus hoped that the
government will duly consider the de-
mand for a comprehensive co-oper-
ative law as mentioned above taking
into account the future and expanded
role of co-operatives in the economy.

Republic of Korea

1.

In the early 1960s, in Korea the realities
of agrarian rural life were harsh. De-
velopment efforts had to be efficiently
organized with very limited resources.
In order to optimize these resources,
therefore, Republic of Korea chose a
multipurpose co-operative system to

1.1

meet the diverse needs of farmers,
mostly living on small-scale farms of
only about 0.9 hectares (ha) on aver-
age. During this time, the National
Agricultural Co-operative Federation
(NACF), the umbrella organization of
farm co-operatives, was launched and
merged with the Agricultural Bank,
which provided financial support to the
various programmes. International Co-
operative Alliance on its Global 300 list
of mutuals and co-operatives, ranked
NACF fourth by 2005 turnover, mak-
ing it the second largest agricultural
co-operative in the world, as well as
one of the world’s largest co-operative
banking organizations. The NACF now
operates more than 800 bank branches
and over 600 business centres for mar-
keting and processing as well as various
subsidiary enterprises while managing
institutions (e.g. training institutes, an
agricultural co-operative college and the
Farmers Newspaper). In banking alone,
the NACF network holds the largest
amount of deposits in the Republic of
Korea (US$160 billion), including mu-
tual credit for member co-operatives
which would be ranked top among do-
mestic banks, including all commercial
banks. In marketing, more than 40 per-
cent of total farm production is handled
by agricultural co-operatives.

The development of Korean agricul-
tural co-operatives

Korean agricultural co-operatives were
formed and developed on the basis of
small-scale farming. Meanwhile, the
Korean agricultural co-operative system
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has been influenced by government
policy and its political, economic and
social enviornment. Agricultural co-op-
eratives are the most prevalent type of
organization in the Republic of Korea.
Therefore, their business and manage-
ment systems have had a significant
influence on other co-operatives. They
also lay claim to large business volumes
and organizational structure and thus
contribute considerably to the rural
and national economy. After Korea’s
independence from Japan in 1945,
government policy allowed agricultural
co-operatives to take over previously
established facilities and organizations,
including national credit co-operatives
and agricultural associations. It became
easy for Korean agricultural co-opera-
tives to become the prominent organi-
zation in the co-operative movement in
the country. In the 1960s, agricultural
co-operatives implemented agricultural
policy and were given substantial sup-
port from the Korean government,
which made rapid co-operative devel-
opment possible.

In the 1950s and 1960s when Korean
agricultural co-operatives were estab-
lished, Korean farmers generally did not
have the will or the means to develop
a co-operative system. At that time, ru-
ral communities were devastated and
suffered from chronic food shortages.
Most Korean people felt it was impor-
tant to build up a government-led co-
operative system to facilitate the recov-
ery of the rural economy. Thus, the Ko-
rean agricultural co-operative system
was established in a top-down fashion.
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First, the Agricultural Co-operative Law
was enacted and the establishment of
the national federation then followed.
Finally, county-level co-operatives were
organized. Korean agricultural co-
operatives constructed their business
system in a short time by taking over
previously established agricultural or-
ganizations such as the former Agricul-
tural Bank.

The year 1988 marked another mile-
stone with the enactment of the new
Agricultural Co-operative Law. This
law introduced the direct election of
presidents of regional co-operatives
as well as the chairman of the federa-
tion. It also took away the right of lo-
cal governments to supervise regional
co-operatives.

Co-operative Legal Mechanisms in Re-
public of Korea

Agricultural Co-operative Laws of the
Republic of Korea vide Article 57 de-
scribe comprehensively about the busi-
nesses that can be undertaken by such
co-operatives. Another important fea-
ture of Korean Agricultural Co-opera-
tive Law is inclusion of provisions for
specialised business co-operatives. The
Chapter IV of this Act clearly defines
the purpose of such co-operatives and
types of business handled by them. Ag-
ricultural Co-operative Laws of Korea
provide for autonomy of co-operatives
in their working and operation. Article
1 itself mentions that purpose of co-op-
erative law is to promote autonomous
co-operatives. The powers of election,
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duties and responsibilities of the Board
of Directors have been clearly defined
as the Korean Law makes an unique
provision vide Article 44 (organisation
and operation of the Advisory Commit-
tee for Evaluation of operations). Such
a Committee is constituted by the Co-
operatives to evaluate the operational
status of co-operatives and to make
recommendations on improvements
needed in the working of co-opera-
tives.

Multipurpose Co-operatives

The Korean agricultural co-operative
system is unique in its diversity of busi-
ness and activities, which include bank-
ing, insurance, agricultural marketing
and extension services. Furthermore,
its banking business is similar to that of
commercial banks in supporting financ-
ing for other businesses. Initially, a mul-
tipurpose system was adopted because
extension support for Korean farmers
was essential. Korean farms were then
small (i.e. under 1 ha farming,) there-
fore, Republic of Korea considered the
Japanese case where small-scale farm-
ing was also dominant and used mul-
tipurpose co-operatives to achieve ag-
ricultural development. This multipur-
pose character of Korean agricultural
co-operatives is counted as another rea-
son for their widespread success. In the
1970s, credit unions and consumers’
co-operatives were rare in rural com-
munities. But Korean agricultural co-
operatives eventually became involved
in mutual credit and retail business,
which made them an important part of

the rural community. Korean agricultur-
al co-operatives have a close relation-
ship with the government because the
establishment of the co-operative sys-
tem depended largely on government
policy rather than on farmers’ voluntary
will. Agricultural co-operatives have
been involved in the implementation of
agricultural policy for the government
- e.g. supplying agricultural credit and
farm input supplies, stabilizing agricul-
tural product prices, purchasing har-
vested rice and providing farming tech-
nology extension service. Considering
the current environment surrounding
the country’s agriculture industry and
rural communities, a close relationship
between the government and agricul-
tural co-operatives has gained impor-
tance once again. Globalization and
market liberalization have increased the
competition Korean farmers now face.
Also, lack of any specialised incentive
renders the farming profession unat-
tractive to the youth. In this scenario,
government may have to expand its
financial and institutional support for
agricultural co-operatives to protect the
domestic agricultural industry and rural
communities.

Malaysia

1.

In section 2 of the Malaysian Co-op-
erative Act 1993 itself ‘Co-operative
Principles’ have been so defined as to
incorporate the ICA Principles which is
an important feature of the co-opera-
tive law. The appointment of Registrar
General under section 3 (1) is the pre-
rogative of the Yang-di-Pertuan and
implies that the appointment need
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not be restricted to civil servants only.
The powers of RG are vast including
statutory duty to advice the Minister
in charge of co-operatives and also
to promote growth of co-operatives
combining thus development and
regulatory functions and the office of
RG:- a body corporate, a legal person
with a corporate seal and perpetual
succession. Unlike co-operative laws
of some countries, Section 5(1) pre-
scribes a minimum of 100 persons to
form a primary co-operative which is
positive because it would allow for-
mation of a viable co-operative. A sec-
ondary society is to consist of at least
two Primary Societies. The law relating
to registration of societies contains a
provision for appeal before the Minis-
ter. The powers of the RG in the mat-
ters of inspection, enquiry, dissolution
and disputes are vast, substantive and
allow room for discretion including
power to remove any officer of the
co-operative society, to allow forma-
tion of a subsidiary society, to direct
the co-operative to convene a general
meeting for amendment of the bye-
laws and the right under section 41 to
attend or to authorise any person to
attend any General Meeting of the co-
operatives.

The powers of the RG in the
matters of inspection, enquiry,

dissolution and disputes are vast,
substantive and allow room for

discretion.
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In the management of the co-opera-
tives, sections 42 to 45 provide for for-
mation and functioning of the Board
of Management and an internal audit
committee and maintain a balance be-
tween the two in a mutually support-
ive mode as audit has no supervisory
role. As regards investment of surplus
fund or disposal of capital, the co-
operatives enjoy no discretion as this
choice is limited to the government
institutions under Section 54 (1) and
subject to the approval of RG. Further,
the requirement to pay 15% of the net
profits annually to the Reserve Fund
and to the Co-operative Education
Trust Fund and Co-operative Develop-
ment Trust Fund for any secondary or
tertiary co-operative society as per the
direction of the Minister-in-Charge of
Co-operatives is to be seen as a posi-
tive feature.

In the matter of the settlement of dis-
putes, the powers of the RG include
making a reference to the arbitrator or
require the parties concerned to refer
the dispute to a court and the decision
of the RG on the award of the Arbitra-
tor is final and cannot be questioned
in a civil court and is enforced by the
session’s court having jurisdiction over
the place. Article 83 provides for estab-
lishment of a Tribunal by the Minister
on the advice of the RG, in cases where
even after reference to the RG no steps
or decisions were taken to appoint ar-
bitrators or to refer to the courts and
such cases presumably will be rare
given the vast reach of RG. However,
the order of Tribunal shall be binding



on the parties. The Minister enjoys the
power to make Regulations under the
law which affects all aspects of func-
tioning of co-operatives.

An important feature of Malaysia’s
Co-operative is a separate law for ag-
ricultural co-operatives,- namely the
Farmers Organisation Act 1973. Un-
der this, co-operative societies whose
main functions are agriculture related
are registered and administrated but
not under the Co-operative Societies
Act as the DG, Farmers Organisation
Authority functions as the deemed
RG of Co-operative Societies and the
contents of the Act and its spirit are
the same as those of the Co-operative
Societies Act.

Considering the aforesaid status of the
co-operative law and the National Co-
operative Policy launched in 2004 with
its main emphasis on the democratic
and autonomous management of the
co-operatives and not on economic or
rural development even though co-
operative management in Malaysia is
primarily oriented to rural areas, certain
provisions of the Co-operative Com-
mission Act 2008 have caused some
misgivings among sections of co-op-
erators. The Co-operative Commission
consists of a Board of 12 members with
an Executive Chairman and Deputy
Chairman who will exercise wide rang-
ing powers of enquiry, supervision and
control direct or indirect. The reported
move to appoint ex-bureaucrats to
these two key posts is the main cause
of the apprehension that together with

the powers of the RG under the exist-
ing co-operative law, the Commission
will tighten the State control over the
co-operatives.

However, with about 9 million mem-
bers constituting 8500 co-operatives
the movement’s stakeholders (includ-
ing the families of members) could
as well be 60% of the population. It
is thus hoped that with the National
Co-operative Organisation of Malaysia
(ANKASA) participating in the policy
making consultative process and reha-
bilitation of weak co-operatives in co-
ordination with the Government, such
apprehensions might turn out to be
untrue.

Mongolia

1.

1.1

The Co-operative Law of Mongolia
has some special features which merit
close study. Though section 3(4) lays
down seven types of co-operatives en-
gaged in business activities, the objects
of formation of a co-operative do not
include ‘economic’ needs but only sat-
isfaction of ‘social and cultural needs’.
This may warrant an amendment as
co-operatives are essentially economic
or business enterprises founded on
mutual help. Not less than 9 persons
can form a co-operative while two co-
operatives may establish a Joint Co-op-
erative- a new concept under Section 6
as distinct from the usual term ‘Union’
to take up joint activities.

The law does not mention the powers
of co-operatives to raise capital by flo-
tation of debentures or shares without
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voting rights, though it allows constitu-
tion of safety funds — a new term and
mechanism to protect against loss. It is
noteworthy that the rights as well as
duties of the members of a co-opera-
tive are listed in the Statute. The rule
position regarding share holding by
members allows mandatory contribu-
tion and also additional contribution
and collaboration implying that some
members are in a position to contrib-
ute more even when under Section 23
(7) every member shall have only one
vote at the members meeting regard-
less of the amount contributed. How-
ever, the stipulation under the section
is that a co-operative may distribute
its income based on the grand total of
contribution of members suggests that
return on shares will vary according to
the contribution thereby making some
members more equal than others. The
members enjoy the right to transfer
even all shares to others by written
contract presumably with the approval
of the Board of Management though it
is not in the Statute.

As regards management, a three part
structure with Members Meeting which
is the same as the General Body in oth-
er Co-operative Laws as the supreme
authority and a management and an
auditing board have been provided un-
der section 22. The Chairperson of the
Management Board is to preside over
the Members Meeting and is also des-
ignated as Director of the Co-operative
who is to appoint an Executive Director
on the basis of recommendations of
the members meeting and enter into
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a contract with the Executive Director.
However, a sort of anomalous posi-
tion seems to exist under Section 32
in stating that ‘supervising’ the activi-
ties of the ‘Management Board’ is the
‘purpose’ of establishing the Auditing
Board. This is unusual because audit
means legally and otherwise ‘an official
examination of accounts’ and cannot
thus be entrusted with the task of ‘su-
pervising’ the activities of the Manage-
ment Board which is the prerogative of
the Members Meeting, the supreme
authority. The matter thus warrants a
review.

Another striking feature is the provi-
sion for creation under section 36 of
an Association of Co-operatives to su-
pervise whether the co-operatives are
functioning properly which is normally
the work of the concerned department
of the Government. The Association,
however, will not be a co-operative but
registered as an NGO and regulated by
the law governing the NGOs. The ra-
tionale of this arrangement is not clear.
However, a proper view on these issues
could be taken only after studying how
these arrangements are working in
practice.

Myanmar

1.

The Co-operative Society law of Myan-
mar was promulgated by an order of
the state law and order restoration
council vide law no. 9/92 of December
22, 1992. The setup of co-operative
societies in Myanmar under chapter 3
section 16 indicates the following hier-
archy.



Central Co-operative Society consisting
of co-operative syndicates and unions
already formed and registered.

Union of Co-operative Syndicates con-
sisting of more than one such syndi-
cate.

A co-operative syndicate formed with
at least three primary co-operative so-
cieties amalgamated in an equity part-
nership to promote common interest.

A primary co-operative society formed
with at least five persons to promote
their collective interest and formed on
voluntary basis with each member en-
joying equal rights.

Though section 8 prescribes comple-
tion of 18 years as the qualifying age
for membership, section 9 allows even
persons who have completed the age
of twelve (12) as an associate mem-
ber in a primary co-operative society,
which means even a minor can be an
associated member and will be expect-
ed to perform the duties assigned un-
der section 10. This is a special feature
of Myanmar Co-operative law and also
the provision under section 30 that if a
person becomes permanently a mem-
ber of a religious order, s/he will cease
to be a member of the co-operative so-
ciety presumably to prevent any monk
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to be a member and be in a position to
influence a primary society.

The other features of Myanmar co-
operative law are summarised below.

Under section 22, there are three
funds- Business Expansion Fund, So-
cial and Cultural Fund and a General
Fund for unforeseen losses and ex-
penditure- a feature not seen in most
co-operative laws providing a general
reserve fund to meet all purposes. The
idea of a Business Expansion Fund is
also not very clear because the General
Fund could as well meet this require-
ment. Similarly section 24, provides
for dividend for executive committee
members and staff of the society in
addition to dividend on shares held by
the members.

The law provides for a broad concept
of the executive committee under sec-
tion 2(e) which includes the Board of
Directors, also constituted in the gen-
eral meeting to implement the business
of the society; however, chapter 8 and
chapter 9 provide overriding powers of
supervision and control to the Director
General and the Minister-in-charge of
co-operatives. This is evident from sec-
tion 25 which defines the grounds for
liquidation in broad terms to give scope
to DG for intervention as wordings of
25g- ‘Occurrence of any other suffi-
cient cause’ leaves vast discretionary
powers to the DG who has the author-
ity to appoint a liquidator upon liquida-
tion of the society. The appeal against
the order of the DG for liquidation lies
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with the Minister and the jurisdiction of
the courts has been ousted under sec-
tion 28 (b) which states that no legal
proceedings shall be instituted nor any
action be taken in any other manner
against a society for which a liquida-
tor has been appointed without the
consent of the Director General. As if it
was not enough, section 29 states that
an order passed by the liquidator of the
society shall be deemed as if it was a
decree passed by the civil court having
jurisdiction. Settlement of disputes in-
volving societies is also the prerogative
of the Director General under chapter
9 who is empowered to investigate and
report for a decision and the decision
of the DG is final and conclusive. There
is no role for the court in such matters
as the appellate authority which is the
normal practice in democracies. On the
whole the Myanmar co-operative law
is not ICA principles compliant as the
co-operatives do not enjoy basic au-
tonomy and protection of courts.

Nepal

1.

The Co-operative Act 1992 of Nepal
enacted to provide for Co-operative
Associations and Societies, emphasised
in its Preamble that the co-operatives
are a means to assist primarily the class
of people with low capital and low in-
come, landless and unemployed or so-
cial workers of the country. Apart from
the broad objective of attainment of
social and economic development of
the general public and consumers the
emphasis recognised the reality of Ne-
pal’s agrarian distress and the need to
overcome the constraint of shortage of
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capital and low productivity by mutual
help.

The Act lays down a hierarchy of co-
operatives as outlined below:-

A National Co-operative Society con-
sisting of at least 15 societies of any of
the three types other than Preliminary
Associations

A Central Co-operative Society consist-
ing of at least 5 Sectoral Societies

District Level Co-operatives Society
consisting of at least 5 Sectoral Co-
operatives

Sectoral Co-operatives comprising of at
least 5 Preliminary Societies

Preliminary Co-operatives (generally
described as Primary Societies in other
country laws) which can be formed by
at least 20 members.

However, not more than one District
Co-operative Society or Sectoral Society
of the same nature and not more than
one Central Co-operative Society of the
same nature is permissible in the same
district. The registration of the society
entails an enquiry by the Registrar and is
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allowed subject to compliance with the
laws and co-operative principles and ap-
proval of its bye-laws by the Registrar.
This applies to all categories of co-op-
eratives. The appeal against the order
of refusal to register a society rests with
the Government of Nepal. The member-
ship of co-operatives is open to citizens
and in the matter of membership the
General Meeting of the Society has the
final authority.

The provisions laying down the duties
and functions of the General Meeting
or the Board of Directors are similar to
those obtained in Co-operative Laws
of South Asia. The General Meeting
is empowered to appoint an Accounts
Committee for internal audit and the
Board of Directors and Sub Commit-
tees for smooth functioning of the so-
ciety. Subject to government approval,
a society has the power to issue de-
bentures and raise loans from national
or foreign bank and Government may
even provide guarantee to raise such
loans on fulfilment of conditions laid
down by the Government. Under Sec-
tion 26, a co-operative society with the
prior approval of the Government may
take up banking functions by accepting
deposits from members and sanction-
ing loans to its members subject to ap-
proval of Nepal’s Central Bank and may
also jointly form a co-operative bank
which is to be first approved and reg-
istered by the Registrar and abide by
the terms and conditions laid down by
the Central Bank to be able to carry out
banking transactions under the Com-
mercial Bank Act 1975.

1.3

1.4

The provisions regarding creation of
a Reserve Fund and prohibition on
providing any financial assistance to a
political party by a co-operative soci-
ety followed also the South Asian laws
and one notices a very large say of the
Registrar in the matter of unification
or division of a co-operative society,
submission of information, mainte-
nance of records, etc. Especially, the
powers of the Registrar to cause an
enquiry under Section 35 on receipt of
a complaint from at least 5% of the
members of a Society or Union report-
ing unsatisfactory functioning and to
approve appointment of auditors to
examine the accounts and in the mat-
ter of dissolution or cancellation of
registration of a society under Section
41 including the powers to appoint a
Liquidator are substantive. The power
of the Registrar under Section 36 to
carry out an inspection and to give
suggestions to make arrangements is
also substantive.

It is also to be noted that Chapter 9
dealing with concessions, tax exemp-
tions and other financial incentives
that the state can provide for the co-
operatives contains an extensive list
which could be put to use to make the

The membership of co-operatives

is open to citizens and in the

matter of membership the

General Meeting of the Society

has the final authority.
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co-operatives viable and vibrant. What
emerges from the above analysis is that
the co-operatives in Nepal are under
complete administrative supervision of
the Registrar of co-operative societies
and therefore, the Government. The
autonomy, democratic management,
the member control or other ICA Prin-
ciples are only implicit but not highlight-
ed or acted upon. After the abolition of
monarchy, Nepal is passing through a
turbulent phase with changes in socio-
economic scene. It is understood that
the co-operative law is under a review
and policy on co-operatives is also un-
der consideration. At present, the co-
operative law of Nepal cannot be said to
be even partially ICA Principles Compli-
ant because the powers of the Registrar
and the Government are overriding.

New Zealand

1.

Co-operatives are major players in sev-
eral sectors of New Zealand’s economy,
and together account for a significant
share of New Zealand’s economy. The
Co-operative Companies Act 1996,
which serves as a companion act to
New Zealand’s General Companies
Act 1993, as well as the Industrial and
Provident Societies Act 1908 provide
the existing legal framework to co-op-
eratives in New Zealand.

Co-operative Companies Act 1996
The purpose of the Co-operative
Companies Act is to allow co-opera-
tive owners to conduct business on a
mutual basis, where they engage in
““co-operative activity”. It defines a
‘“co-operative company”’ as being:
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A company, the principal activity of
which is, and is stated in its Constitu-
tion as being, a co-operative activity
and in which not less than 60 per cent
of the voting rights are held by trans-
acting shareholders:”

Section 3 of the act defines ““co-op-
erative activity”” as being one or more
of the following activities, conducted
either directly or indirectly:

Supplying or providing the sharehold-
ers of the company with goods or ser-
vices, or both.

Supplying or providing the sharehold-
ers of the company’s holding company
with goods or services, or both.

Processing or marketing goods or ser-
vices, or both, supplied or provided by
its shareholders.

Processing or marketing goods or ser-
vices, or both, supplied or provided by
the shareholders of its holding com-

pany.

Entering into any other commercial
transaction with the shareholders of
the company.

Entering into any other commercial
transaction with the shareholders of its
holding company.

Supplying or providing goods or ser-
vices, or both, that are ancillary to,
or that otherwise facilitate, the car-
rying on by the company or its hold-



ing company of a co-operative activity
referred to in any of paragraphs (a)
to (f) of this subsection.” A company
registered under the Companies Act
can only use the term ““co-operative”
in its name if it is also registered un-
der the Co-operative Companies Act,
but a co-operative company so regis-
tered is not obliged to use that term.
Such a registration allows the co-op-
erative company to have shares with a
nominal value, and to issue (including
from reserves), or accept surrender of,
shares at that nominal value - features
not provided for under the Compa-
nies Act. Special provisions are made
enabling shareholders to seek to sur-
render their co-operative company
shares — including a right to surrender
where they cease to be a transacting
shareholder during a specified period,
or lose their capacity to be a transact-
ing shareholder. A co-operative com-
pany can also seek the surrender of a
shareholder’s shares in certain circum-
stances, and hold shares for future al-
location without those shares being
cancelled for tax purposes. Only trans-
acting shareholders may vote on co-
operative company resolutions, unless
the company’s constitution specifies
otherwise.

Features of co-operative Companies

An application is made to the Registrar
of Companies on incorporation or can
be made for an existing company at any
later time. Some co-operative companies
that were registered under earlier legis-
lation reregistered before 1 July 1997
to maintain their co-operative status.

The key difference between a standard
company and a co-operative company is
in features of its ownership that ensure
continuous active membership. These
include the ability of a shareholder to
surrender shares if, for example, a dairy
farmer who is a transacting shareholder
changes to another type of farming.
The profits of a co-operative company
are returned to the shareholders as re-
bates relatable to transactions during
the particular accounting period) or as
shares in lieu of rebates. Shares can be
issued with a nominal value to assist in
such accounting.

The Act also modifies provisions of
the Companies Act which would oth-
erwise impede co-operative activity.
Importantly a co-operative company
may give its transacting shareholders
rebates if its Constitution provides for
it whereas, under Companies Act a
board resolution is required for grant
of discounts to the shareholders on the
company’s goods or services.

Co-operative companies must provide
the Companies Office with an annual
board resolution confirming that the
company has carried on its co-opera-
tive activity in the reporting period. It
must provide shareholders with an an-
nual report and hold an annual share-
holder meeting. It must also have its
accounts audited, and file an annual
return, along with those audited ac-
counts, with the Companies Office. In
other respects a co-operative company
is equivalent to a company registered
under the Companies Act.
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Industrial and Provident Society

An industrial and provident society may
be established under the Industrial and
Provident Societies Act 1908 on ap-
plication to the Registrar of Industrial
and Provident Societies by 7 members
and the secretary for carrying on any
industry, business or trade authorised
by its rules with the exclusion of bank-
ing. The primary purpose of the soci-
ety should not be for the profit of its
members. An industrial and provident
society will usually consist of the own-
ers of small businesses who, while
continuing to operate independently,
become part of this larger entity for
mutual benefit. They work (industrial)
and receive benefits (provident) from
the society for their future well being.
A co-operative taxi society is a good
example with independent operators
benefiting from car insurance schemes
and a radio booking system. Societies
are identifiable by having names end-
ing in Society Limited sometimes Co-
operative Society Limited and operate
according to registered rules. Since
co-operatives issue financial securities,
such as shares and debt, they must
comply with relevant securities legisla-
tion. In recognition that investment in
co-operatives is often incidental to the
primary motivation for owner-patrons
to join a co-operative — to benefit from
the services it offers — co-operatives en-
joy certain exemptions from securities’
law requirements aimed at reducing
co-operatives’ costs of complying with
securities law requirements. As in New
Zealand, many jurisdictions tax co-
operative returns at the member level
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only, eliminating the double taxation of
co-operative income that would arise
with co-operative- and member-level
taxation of that income. In conclusion,
it may be stated that the Co-operative
Law of New Zealand reflects the "devel-
oped’ nature of its economy and prox-
imity to the corporate law.

Pakistan

1.

The consolidated and amended law re-
lating to the co-operative societies in
Sind Province of Pakistan (The Co-op-
erative Societies Act 1925 as amend-
ed) has retained the basic structure of
co-operative governance introduced
by the colonial government under the
Co-operative Societies Act 1912 (co-
operative laws in other provinces of
Pakistan seem to follow the same law
under different nomenclature) have
with a broad fourfold classification of
co-operatives into (i) resource society
dealing with the provision of credit (ii)
a producers society for production and
sale of goods (iii) a consumers society
for distribution of goods and services
(iv) a housing society for providing
dwelling houses for the members and
an overriding role for the Registrar of
Co-operative Societies as the Regulator
of the Co-operative Societies exercis-
ing wide ranging powers both under
civil and criminal law unencumbered
in most situations, by any interference
from the courts. The R.C.S. is account-
able mainly to the Government and
not to the stake holders of the co-
operatives. There are historical reasons
behind the mechanism as the colonial
government introduced co-operatives
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as a mechanism primarily to promote
self help among the farmers and to re-
duce their dependence on the village
money lenders by promoting thrift and
credit. The refinancing facilities were
provided after 1947. The RCS was to
actasa ‘Guardian’ of the co-operatives.
The methods and conditions of regis-
tration took into account the diverse
needs of co-operatives. The prescribed
minimum membership of 50 for pro-
ducers or housing society for example
or a minimum paid up capital of Rs 2
million for a Banking Society reflect
the Policy to ensure viability of societ-
ies. Under Section 10, the registration
is subject to the satisfaction of the RCS
and Section 15 allows amalgamation
and division of societies and under Sec
15, a merger of a society into a com-
pany with the consent of all sharehold-
ers. The power to approve and register
amendments as deemed fit and proper
rests with the RCS after giving due op-
portunity to the co-operative to ex-
plain the position on amendments to
the byelaws considered necessary by
the RCS.

In regard to management of a co-opera-
tive society, the RCS, enjoys the powers
under section 18A to appoint not more
than two experts on the management
committee and to direct the society to
obtain approval of its General Body in
any matter concerning the business of
the society. This power of intervention
gives RCS a supervisory role of substan-
tive nature. Under chapter IV dealing
with the duties of the society RCS has
been entrusted with a ‘overseeing’ role

in the matter of audit of the accounts
of the Society as the powers to sum-
mon any official of the co-operative
and to order production of any book
relating to any monetary transaction to
the extent of taking penal administra-
tive action under section 50A coupled
with the requirement under section 22
B to submit to the RCS the report of
the internal audit committee are such
that cover all activities of the co-opera-
tives. However, the power of the gov-
ernment to grant tax/duty exemption
loans and guarantee the payment of
loan or the principal debentures issued
by the co-operatives adds to the power
of the RCS who regulates under sec-
tions 34,35,37 all lending and invest-
ment of funds by the co-operatives.

The supervisory powers of the RCS are
most pronounced under Chapter VI
dealing with inspection of affairs of the
co-operatives as the power to cause an
enquiry under section 43, inspection of
books of indebted society under sec-
tion 44, inspection of books and prop-
erties, powers to remove officers and
to give directions under section 44C
and 44D and to take special measures
including power to enter and search
the premises under Section 44 E give
the office of the RCS enormous clout.
Further section 51 imposes a bar of
civil suit in winding up and dissolution
matters and in matters of disposal of
assets of housing society and arbitra-
tion. Registrar enjoys vast quasi judicial
powers under Sections 53 and 54 and
54A in the matter of appointment of
arbitrators and the Registrar is also the
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Appellate authority against Award of
the Arbitrator under Section 56 whose
order is final and cannot be called into
guestion in any civil or revenue court
under section 57. To enable the RCS
to discharge these functions such as re-
covery of dues by attachment and sale
of property and to enforce attendance
powers of the collector under the said
land revenue court and civil court have
been conferred on RCS under section
58 & 59. A significant feature is Sec-
tion 65B which makes “‘every officer
of a co-operative society a public ser-
vant within the meaning of Sec 21 of
the Pakistan Penal Code and therefore
within the ambit of Anti Corruption
laws applicable to public servants. How
has this provision been applied in prac-
tice and influenced the functioning of
the co-operatives would be worth a
study. The clear statement under sec-
tion 68 that the Companies Act shall
not apply to co-operatives avoids any
overlapping jurisdiction and gives co-
operatives a distinct character. On the
whole, the co-operatives under the
aforesaid Act function in an environ-
ment of what may be called ‘guided’
co-operative development — justified as
it might seem in the present stage but

In Thailand the co-operatives
are somewhat evenly spread in

agricultural and non-agricultural

sectors — 4536 co-operatives
in agricultural and 2811 in non
agricultural activities.
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if the government consider a broader
role for the co-operatives a change in
Policy as well as the co-operative law is
necessary to make both gradually ICA
Principles compliant by reducing the
presently unassailable powers of the
government.

Thailand

1.

The structure of co-operative gover-
nance of Thailand is laid down in the
Co-operative Societies Act, 1968 which
provides for the establishment of the
Co-operative League of Thailand func-
tioning as an apex organisation of the
co-operative movement and amalga-
mation of small credit co-operatives
into large multipurpose co-operatives
at the district level. Thus primary co-
operatives at the district level and fed-
erations at the provincial and national
level constitute the structure. 76 pro-
vincial agricultural co-operative federa-
tions are affiliated to the agricultural
co-operative federation of Thailand.
There are also federations at the na-
tional level of co-operatives specialis-
ing in diverse activities like sugarcane
plantation, dairy and rearing of pigs.
The Co-operative League of Thailand
plays a major promotional role through
its 7448 affiliate co-operatives which
command the membership base of 9.8
million households. In Thailand, the co-
operatives are somewhat evenly spread
in agricultural and non-agricultural sec-
tors — 4536 co-operatives in agricul-
tural, fisheries and land settlement and
2811 co-operatives in non agricultural
activities. The co-operative league of
Thailand runs a co-operative training



institute and its co-operative Promo-
tion and Business Development Bureau
provides valuable business inputs to
the co-operatives. The Co-operative
Promotion Department of Thailand
has the mandate of promoting and
strengthening of co-operatives by rais-
ing their management capacity.

The enactment of Agricultural Econom-
ics Act, 1979 has an important bearing
on the development of co-operatives.
Section 3, gives a legal definition of
Agricultural Economics, possibly for
the first time in the region, as “De-
scription and priority establishment of
economic problems in the part con-
cerning agriculture and actions to solve
such problems” and also defines “an
agricultural economic area in terms of
agro-climatic conditions and natural re-
source base for crops, horticulture, live-
stock and poultry rearing activities etc.
The duties of the high power commit-
tee on ‘Agriculture and Co-operation
Development Policy and Planning with
the Minister-in-charge, Agriculture and
Co-operatives as Chairman include un-
der section 5, review of Agricultural
Policy, Agricultural Co-operative Devel-
opment Plan and their implementation
and to appraise the cabinet on all im-
portant issues pertaining to agriculture
and co-operation. The office of the Ag-
ricultural Economics has been set up to
support the above committee with field
data and to carry out evaluation studies
under the direction of the Ministry of
Agriculture which acts as the control-
ling authority. The above committee is
to function as the authority responsible

2.1

for overseeing the agricultural and the
co-operative sectors for appraising the
National Economic and Social Develop-
ment Committee.

The significance of this Act for the co-
operatives is that it has created an in-
dependent office for monitoring and
evaluation of Co-operative Develop-
ment Program and Policy formulation
based on field studies. Further, the
concept of Agricultural Economic area
is novel and implicit in it are the ideas
of land — water resource conservation,
delimiting such areas which give a de-
gree of sanctity to agricultural lands
or wet-lands which is not provided in
most countries and, therefore, its func-
tioning merits study and its set up, con-
sideration for adoption in other coun-
tries of the Asia Pacific Region.

Vietnam

1.

The co-operative law of Vietham de-
fines a co-operative as a collective eco-
nomic entity established by individuals,
family households or legal persons who
share common interests and contribute
capital or labour voluntarily to promote
the collective strength of each member
for the purpose of mutual assistance
in efficiently carrying out manufactur-
ing or business activity and in improv-
ing material or spiritual life and thereby
contributing to the socio-economic de-
velopment of the country. The empha-
sis on the word collective is significant
though co-operatives are to operate as
a form of business enterprise. Article 3
of the General Provisions contains the
State Policy for the co-operatives and
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the commitment to support and create
conditions favourable to the growth of
co-operatives which are at least equiva-
lent to those of other enterprises and
to incentivise in particular the agricul-
tural co-operatives. Art 5 laying down
the principles of organisation and op-
eration of co-operatives are in confor-
mity with the ICA principles. While Art
6 deals with the rights, Art 7 listing the
duties of co-operatives is a special fea-
ture and mention of the role of politi-
cal and social organisations in the co-
operatives. The provision of promoter
to attract people to a project to set up
a co-operative and the requirement to
report to the People’s Committee of
the commune by the Promoter shows
the state role in formation of co-op-
eratives. Under Art10 the meeting to
constitute the co-operative is to decide
on establishment of a mechanism both
for management and control which is
also unique as there is no option but to
create a control committee though the
committee enjoys the option of hiring a
chairman for the (Business Registration
Office) management committee. The
co-operatives are to be registered with
the BRO at the Provincial level and if
registration is denied there is the right
of appeal before the authorised state
agency.

Perusal of Articles 24 to 30 under chap-
ter 4 shows overlapping roles of these
two mechanisms and evidently the
control committee is more powerful as
under Art 30 it enjoys the right to at-
tend the Board meetings and has the
clear mandate of supervision and is in a
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position to receive complaints relating
to the functioning of the co-operative.
The management committee is indeed
accountable to the control commit-
tee. Read with Art 42 (2) and Art 46 ¢
which provide an important role for the
People’s Committee in making them at
all levels responsible for performing its
‘state administration’ functions over
local co-operatives it appears that the
co-operative management is subject
to the supervision of one internal and
another external authority in Vietnam.
In the matter of raising funds, co-op-
eratives in Vietnam enjoy some flexibil-
ity as they are allowed to borrow from
banks, receive assistance from state,
domestic or even foreign organisations
and individuals and are required to
set up two funds — a Business Expan-
sion Fund and a Reserve Fund accord-
ing to the instructions of the Govern-
ment. While apportioning the profits
after payment of taxes and covering
the losses, the necessary amounts are
to be put into the Business Expansion
and Reserve Funds and thereafter the
general meeting will decide the distri-
bution of the remaining portion among
the members. In the matter of reor-
ganisation, division or separation of a
co-operative, the power of approval or
rejection rests with the same BRO that
issued the registration of the co-opera-
tive in the first place and appeal against
the order of the BRO shall lie with the
authorised state agency under Article
40 and 41 in case of amalgamation or
merger of a co-operative society. The
provision for compulsory dissolution of
a co-operative under Art 42 in special



circumstances contains an executive
role for the concerned People’s Com-
mittee as it is to set up a commission
for dissolution, appoint the Chairman
of the Commission to organise the dis-
solution of the co-operative and to ini-
tiate the process of service of notices
etc. though the final act of removal of
the name of the co-operative from the
list of registered bodies rests with the
BRO. Under Articles 44 and 45, estab-
lishment of an Union of Co-operative
at the Provincial level and an Alliance
at the national level are provided “to
enhance the effectiveness of the co-
operatives and to create a platform for
co-operatives to express their views on
making of laws and policies for the co-
operative sector”” and in the matter of
approval of the bye-laws of the Cen-
tral Alliance of the Co-operatives, the
Chairman of the concerned Peoples
Committee at the Provincial level is in-
volved in the decision-making process.
Further, under chapter VIl it is clarified
that the People’s Committee at all lev-
els are responsible for performing its
state administrative functions over lo-
cal co-operatives which gives them a
clear supervisory role including that of
creating favourable conditions and as-
sisting development of co-operatives.
Moreover, Art 48 provides a supportive
role for the State Agencies and the Fa-
therland Front of Vietnam in mobilising
community help to the co-operatives.
The aforesaid provisions lead to the
conclusion that at the present state of
development, co-operatives in Vietham
are like ‘guided co-operatives’ being
under indirect supervision of Local Peo-

ples’ Committees and their own con-
trol committees which limit the control
of members or autonomy of the co-op-
erative and, therefore, may be treated
as partially ICA compliant.

Conclusions

1.

An objective critical study has to be
contextualised as there has been a
widespread view that the co-operatives
should expand and deepen so as to
emerge as a balancing sector in a market
driven economy. Keeping this in view,
laws and policies have been revisited in
the study and the broad conclusion is
that in most countries of the Asia Pa-
cific region, a national strategy to attain
this objective is not in place resulting in
mismatches between law and policy on
one hand and governance and financial
systems for the co-operatives on the
other. Even national policies tend to lose
their importance unless concomitant le-
gal and financial steps are taken and
reviewed periodically. The co-operative
laws of Iran and Philippines contain co-
operative policies which seem to be a
practical alternative to periodic policy
making. With this objective in view an
attempt has been made in this chapter
to identify the issues which need to be
resolved in co-operative laws and poli-
cies and practices to position co-opera-
tives as a lead sector and not just as the
third sector that it already holds in some
countries and this may require a sepa-
rate perspective plan for co-operative
development as in Philippines or include
the role of co-operatives emphatically
as in Japan’s present Basic Plan for Food
and Agriculture.
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1.1 Though growth of co-operatives is

viewed as a movement and by impli-
cation spontaneous and voluntary, it
has come to attain its present position
largely due to a supportive legal insti-
tutional and financial framework pro-
vided by the state. Though the concept
of co-operation may have religious and
social sanctions in Asian beliefs and val-
ues its formal structure is of European
origin. In south Asia the co-operatives
were introduced by the colonial state
as a means of freeing the peasantry
from the clutches of the village money
lenders — a need stressed in the reports
of commissions to enquire into the in-
cidence of famines in India in the 19th
Century. The ‘Voluntary’ nature of co-
operative formation makes it a part of
the larger voluntary sector referred to
as the Non-Governmental Sector com-
prising of societies and associations ei-
ther registered under a statute or func-
tioning as an informal voluntary group
of like minded persons pursuing their
common interest. The co-operatives
have attained their separate identity
because it is a formal association and
registered under a statute governing
the co-operatives. Before enactment
of a separate law in India in 1904, co-
operatives were formed as companies.
Since the activities of the co-operatives
got diversified and the process is con-
tinuing with co-operatives assuming
multipurpose activities, the size of
the membership matters which varies
widely from a minimum of 5 persons
in Myanmar or 9 in Mongolia to 100
in Malaysia as for example. The Bhuta-
nese law even allows constitution of a
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farmers’ group of 3 persons. As an eco-
nomic and a business enterprise in the
present environment in Asia dominat-
ed by small and marginal farmers even
a co-operative consisting of hundred
members may find it hard to become
viable if it pursues a single activity. This
explains why many Primary Agricul-
tural and Rural Co-operatives failed to
deliver and survive because of low ab-
sorption capacity of credit, inputs and
technology. This applies to urban con-
sumer, credit, producers and service
co-operatives because size matters for
mobilization of initial capital and ca-
pacity-building to develop a competi-
tive edge. Experience also suggests that
to be viable, rural co-operatives have to
be multipurpose — a kind of ‘One stop
shop’ for meeting all needs of the vil-
lage rather than multiple societies for
achieving economy and efficiency in
delivery of services. This has been tried
successfully in Philippines where some
rural and multipurpose co-operatives
are providing credit, inputs, agro and
meat processing facilities to farmers
apart from running consumer stores,
petrol pumps, etc. Such co-operatives
are ideally placed to provide affordable
health, education and other develop-
ment services because they are in a po-
sition to appoint professional manag-
ers due to their strong financial base.
The reform agenda for co-operatives
may therefore, include a move to make
large co-operatives as a matter of policy
and encourage its growth with a mini-
mum base of at least 1000 members
and a flexible law to allow consolida-
tion of existing societies. If one looks at
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the current efforts of India to revitalize
the rural co-operative credit structure
by revamping the Primary, District and
Provincial level co-operative credit and
banking structure as explained in the
report, it might appear that one time
improvement of balance sheet by re-
capitalization and appointment of pro-
fessionals could give temporary relief
but not long term improvement which
is possible only when the business
model is changed. Hence, a policy shift
to large multipurpose co-operatives
backed up by legal and institutional
support is essential ensuring also that
“self regulation and members’ con-
trol”” is built into the co-operatives with
increasing professionalisation in man-
agement and possible participation of
non-members in contributing to share
capital and mobilization of capital from
the market to build up adequate risk
capital, investment and working capi-
tal. The case for a large multipurpose
co-operative is also borne out by the
fact that it is not common to see a suc-
cessful production co-operative unless
the produce like raw milk is such that
it is readily marketable with minimum
processing. The experience of producer
companies has also not been different
unless these companies have sound
forward and backward linkages.

If the future growth of co-operatives
is seen from this perspective, the next
subject that needs a review is the le-
gal framework. The issue is - Should
countries have one comprehensive co-
operative code capable of providing
legal cover for all specialised co-opera-

tives or separate laws for co-operatives
engaged in specialised activities as in
Japan and administered by separate
ministries? Or whether a common code
with sector specific laws as in Philip-
pines Co-operative Code 2008 will do?
There are advantages in both systems
which have evolved in response to the
needs of the times. The advantage of
the Japanese system which is followed
in Korea is that it allows concentration
of efforts and because administratively
the co-operatives come under a func-
tionally related ministry, e.g. Agricul-
tural co-operatives being under the
Ministry of Agriculture, Fishery and
Forests there is better appreciation of
their sector specific problems. Such
flexibility allows sector specific policy
making easier. In Japan there has been
no thought for a comprehensive co-op-
erative law as the existing arrangement
is considered adequate. However,
there is a grey area. The representa-
tives of JWCU (Japan Workers’ Co-
operatives Union) favoured a common
co-operative law for both co-operatives
covering multiple activities to meet the
needs of self-employed or potentially

The advantage of the Japanese
system which is followed in Korea
is that it allows concentration

of efforts and because
administratively the co-operatives
come under a functionally related

ministry.
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1.4

self-employed persons or old people
who need special care as detailed in
the country study report of Japan.

The co-operative code 2008 of Phil-
ippines, on the other hand, contains
general principles of co-operative for-
mation, management and governance
structure and defines twenty types of
specialised co-operatives with a proviso
for inclusion of other specialised co-
operatives in future and also lays down
laws and rules for each of these twenty
types of co-operatives.

The co-operative law of Islamic Re-
public of Iran defines co-operatives in
broad terms into producers and service
co-operatives and provides a gover-
nance structure assigning specific re-
sponsibilities to the ministry of co-op-
eratives and coordinating/supporting
role to the Iranian Central Chamber
of Co-operatives. In India, the subject
of co-operatives being in the State list,
each state has its own state co-opera-
tive law. The Central Government as a
part of the co-operative reform agenda
has formulated a model co-operative
law embodying to a great extent the
ICA statement of Co-operative Identity
and asked the states to either adopt it
or to incorporate its leading provisions
into the extant state co-operative laws.
However both these laws are common
co-operative laws and are not sector
specific but seem to be adequate to
provide legal cover to all types of co-
operatives. Perusal of orders of the
apex court in India on cases involv-
ing co-operatives gives the impression
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that the extant laws are adequate. The
pertinent legal issue is the right of the
citizens to form associations, the basis
of co-operative formation which is not
still granted in some countries. It must-
however, be pursued vigorously.

A related issue is whether a single min-
istry of co-operatives should provide
legal or administrative support to the
co-operatives or multiple ministries.
If the idea of a common co-operative
code gains acceptance a single nodal
ministry appears logical. However, in
most countries and even in India with
vast and diversified co-operatives the
subject of co-operation is a part of
the charge of the Union Agriculture
Ministry. In some other countries, co-
operatives are a part of the welfare or
Agricultural ministries. On the whole
a comprehensive law embodying ICA
Principles of co-operative identity
seems to be advantageous as it may
avoid rigidities and inter-sectoral legal
and policy anomalies and could be bet-
ter equipped to promote harmonious
growth of co-operatives in all sectors.
This is a fit subject for deliberation at
the Co-operative Ministers conference
and at the Government level.

Internal  co-operative  governance-
based on member control, flexibility
and self-regulation which allows the
board the managerial responsibility
under the overall control of the Gener-
al Body is the essence of co-operatives.
As noted earlier, some country laws
provide for supervision committee or
team of inspectors or an audit com-
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mittee which are also elected in the
meeting of the General Body and have
the responsibility of supervising the
work of the board which might have
introduced a duality in control, not
helpful in promoting efficient func-
tioning of the board. This provision
therefore merits a review. The role of
co-operative federations and unions at
various levels to represent the interest
of co-operatives also merits a review
as these bodies are often created on
functional basis like the District union
of Milk co-operatives in India and not
on territorial basis as an umbrella or-
ganisation for all co-operatives, their
effectiveness to represent the interest
of the co-operative sector as a whole
is limited. In this scenario, the role of
statutory body like the Co-operative
Development Authority in Philippines
or the Iran Centre of Chamber of Co-
operatives which have developed ca-
pacity to provide training support to
co-operatives apart from functioning
as a lobby organisation for the co-
operatives is worth a study. Experience
suggests that a statutory backup and
government support is essential for
the success of such bodies. Such fed-
erations could even be registered as a
joint stock company as the Central Or-
ganisation for Rural Co-operatives in
Iran (CORC).

The role of the government through
the institution of the Registrar has al-
ways been contentious. Lack of pro-
fessionalism in co-operatives has been
one of the historical reasons for grant
of overriding powers to the Registrar,

by whatever name called under differ-
ent country laws and, therefore, its ra-
tionale might disappear to a consider-
able extent once the co-operatives are
empowered with professional compe-
tency which is being attempted in India
in its long term plan for restructuring
co-operatives. In the matter of settle-
ment of disputes through arbitration
involving co-operatives, statutory au-
thorities like the CDA in Philippines
could be a better mechanism than the
authority of the Registrar. Alternatively
the governments could consider setting
up of standing Boards or Tribunals for
disposal of such matters. The issue of
demutualisation of co-operatives and
stricter laws for the same calls for ur-
gent action. The issue of allowing non-
members to contribute to the share
capital and also to participate in the
management of co-operatives calls for
a review as some favour it as a means
to expand the reach of co-operatives
and to mobilize capital. However to
maintain the ‘member control’ feature
of co-operatives it is desirable to re-
strict share capital contribution to non
members to about one-third to retain
the democratic nature of functioning
of co-operatives. However, in case of
consumer co-operatives facing in many
cases difficulty in accessing working
capital, attracting share capital from
non-members could be a viable option
especially where consumer co-opera-
tive services are not restricted to mem-
bers only in a number of countries.

To develop the competitive edge, large
specialised co-operatives like those in-
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volved in dairy, meat or oil seed pro-
cessing, the mechanism of floating
subsidiary companies for value addi-
tion is a practical option. While con-
sidering strategic alliance between co-
operatives and the private corporate
sector its terms must be worked out
to maintain its co-operative character.
An alternative approach may be for
the co-operatives to float a joint stock
company to run their business of pro-
cessing and marketing and such other
value addition activities. Shareholding
of such companies may be kept limited
to co-operatives mainly leaving only a
limited percentage of shares to general
investors. Such a mechanism may cre-
ate a corporate wing for co-operatives
in a mutually supportive role.

With the success of self-help group
movements in several countries of
the region following the path break-
ing role of the Grameen initiative in
Bangladesh, SHGs and micro-finance
institutions have emerged as informal
co-operatives as they satisfy most con-
ditions of formation of co-operatives.
There are, however, cases of localised
groups of SHGs registered as co-oper-
atives but most of the SHGs and MFI
have remained outside the orbit of

Share holding of such companies

may be kept limited to co-

operatives mainly leaving only a
limited percentage of shares to

general investors
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co-operatives. There is also large num-
ber of voluntary organisations - NGOs
in common parlance who pursue the
same objectives as co-operatives and
engaged in advocacy, environment,
conservation, education, health and
welfare of families of industrial labour,
management of irrigation systems
through Water Users Association, etc.
With some advocacy effort it is possible
for district level co-operative unions to
develop synergy in their activities of
NGOs and co-operatives and also bring
the Self-Help Group movement within
the fold of the co-operative move-
ment. If need be, some changes in the
co-operative laws to allow flexibility in
the operation of SHGs, MFls after their
conversion into co-operatives may be
considered to expand the base of co-
operatives, and to avoid overlapping in
the activities and competition for the
same space.

The growth of core competency and
professionalism in co-operatives is es-
sentially the function of training and
capacity-building starting from the pri-
mary co-operatives to the co-operative
banks, producers’ companies and sub-
sidiary companies floated by the co-
operatives. This has to be a part of the
development strategy of co-operatives
and built into the policy itself. Estab-
lishment of co-operative training insti-
tutions, exposure to formal training in
banking, insurance and management
institutions must be accorded high pri-
ority along with revamping of the exist-
ing training institutions and establish-
ment of new facilities.
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As regards taxation the co-operatives
face widely varying tax regimes. From
no tax on profits in Kuwait and full ex-
emption on income tax to primary co-
operative societies in India engaged in
supply of milk, oil seeds and vegetables
only to the Federation or a government
agency to no differential treatment in
Indonesia and Nepal. In Iran except for
housing and consumer co-operatives,
others are treated at par with busi-
ness enterprises. Japan allows lower
taxation (22%) on co-operative prof-
its while other enterprises are charged
30%. It seems that the tax benefits al-
lowed to co-operatives are often sec-
tor specific and not part of a package
as allowed to corporate sector in most
countries running into huge tax ex-
emptions. Thus if co-operatives have
to be promoted as a strong balancing
sector, the governments should come
out with a new package of incentives
for co-operatives including a compre-
hensive co-operative taxation policy.

In most countries, the issue of capi-
talization of co-operatives — large or
small has been a grey area. Large co-
operatives like the multi state co-op-
erative societies of India are allowed
to receive deposits, raise loans and
receive grants from external sources
with a proviso that the total amount
of deposits and loans in any financial
year shall not exceed 10 times of the
sum of subscribed share capital and
accumulated reserves (Section 67 of
the multi state co-operative Societ-
ies Act, 2002). This is like a ceiling on
debt equity ratio. Further, the Bye-

laws have laid down fixed percentages
of net profits that must be transferred
to Reserve Fund (25%), Co-operative
Education Fund (1%) and to a Reserve
Fund to meet unforeseen losses (10%b)
before distributing profits as dividends
to shareholders. The multi state co-
operatives are also allowed to raise
subsidiaries.

The co-operative law of Indonesia is
flexible, as capital of the co-operative
is built up through equity, savings and
mobilization through bonds, and the
level of capital or what amount should
be transferred to the Reserve Funds or
the amount to be distributed as divi-
dends to the members are left for the
co-operatives. It only stipulates that
Reserve Funds should be used for the
development of self owned capital
and pay for the losses of co-operatives
as a sort of an insurance.

In Malaysia, co-operatives have mo-
bilized their capital through entrance
fees, shares, members’ savings, and
deposits and loans from members and
non-members, surplus carried to the
reserve fund, donations and grants,
and are subject to provisions lay-
ing down the minimum percentages
of net profit that must be annually
contributed to the Reserve Fund and
the requirement to fix in the annual
general meeting the maximum limits
of debts. In Philippines and Nepal as
in a number of other countries, co-
operatives are allowed to take loans
from banks, while in Singapore, they
are allowed to sell debentures or in-
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vest funds in other co-operatives with
the approval of the Registrar.

The Rules regulating capitalization
seem to be flexible especially the pro-
visions allowing co-operatives to form
subsidiaries. However, given the mini-
mum statutory contribution to the
Reserve and other funds and limit to
individual shareholding, Government
control on raising loans or floating de-
bentures and bonds, it is apparent that
small co-operatives are unable to cre-
ate a strong capital base. The answer
to this problem is a policy to merge
societies into large multipurpose co-
operatives only. Secondly, borrowing
limits may be fixed by each society tak-
ing into account the business model
and thirdly, a mechanism to involve
the financing and refinancing banks
in the management of co-operatives
so as to improve management of loan
and other funds and lastly a policy on
subsidiaries is necessary to ensure that
these entities, particularly when they
are formed as companies serve the
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interest of the co-operatives and not
thrive on co-operatives.

The aforesaid issues of financing co-
operatives which have remained large-
ly unresolved in most countries of the
region suggest the need for establish-
ment of a ‘Special Purpose Vehicle’
meaning in administrative parlance as
special institutional facility for financ-
ing co-operatives based on assess-
ment of special needs of each sector
in a comprehensive manner covering
production processing and marketing
credit needs. At present co-operative
Development Banks are not structured
to play this role of providing integrated
support to co-operatives. This could be
set up by the Central Bank as a sub-
sidiary by pooling the resources of all
development banks involved in the
co-operative sector functioning in the
manner of a comprehensive develop-
ment financial services providing agen-
cy. This may attract serious consider-
ation at the ICA and Governments of
member countries of ICA-AP.



ountry Study Reports

1. PHILIPPINES
Background

1.

Once the most promising economy in
Asia, the observers point out, “various
ills of the polity ensured that growth
has been running a half the Asian aver-
age for the last 20 years.” The economy
of Philippines continues to disappoint
with the last quarter registering 3.2%
growth year on year and until Manila
builds a true rule of law, it is felt the
country cannot grow out of poverty.
However, the potential for develop-
ment is still great with a highly liter-
ate population, recent spurt in exports
particularly in IT and IT enabled services
(Philippines has recently surpassed In-
dia in export of some IT services) and
ability to contain inflation to below
4%. This is supported in a report of
the Asian Development Bank as repro-
duced below: (Ref- Asian Development
Bank Fact Sheet as of 31-10-2010)

Recent economic growth and fiscal
consolidation in the Philippines has
improved the country’s resilience to

shocks. Average gross domestic prod-
uct (GDP) growth improved to 5% dur-
ing 2001-2007 from about 3% during
1990-2000, while the fiscal deficit de-
clined from 5.3% of GDP in 2002 to
0.2% of GDP in 2007. As the economy
was hit by higher food and fuel prices
and the global financial and economic
crisis, the government undertook ex-
pansionary measures, helping the econ-
omy maintain a positive GDP growth of
3.7% in 2008 and 1.1% in 2009. The
economy strongly rebounded in 2010
with a GDP growth of 7.3% driven by
a recovery in investment and exports,
and robust private consumption. The
macro policy environment remained
supportive of economic recovery. Con-
tinued stability in the domestic finance

Recent economic growth and
fiscal consolidation in the
Philippines has improved the
country’s resilience to shocks.
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Table 1. Philippines: Development Indicators Non-MDG

Population in millions 94.01 (2010)

Annual population growth rate (%) 1.9 (2008-2010)

Adult literacy rate (%) 93.6 (2008)

Percent of population in urban areas 65.7 (2009)

MDG

Per cent of population living on less than $1.25 a day 22.6 (2006)

Per cent of population living below the national poverty line 26.5 (2009)

Under-5 mortality rate per 1,000 live births 33.0 (2009)

Per cent of population using an improved drinking water source 91.0 (2008)
Table 2. Philippines: Economic Indicators, 2006-2010

Economic Indicator 2006 2007 2008 2009 2010

Per capita GNI,

Atlas method ($) 1,250 1,460 1,700 1,790

GDP growth

(% change per year) 5.3 7.1 3.7 1.1 7.3

CPI (% change per year) 6.2 2.8 9.3 3.2 3.8

Unemployment rate (%) 8.0 7.3 7.4 7.5 7.3

Fiscal balance (% of GDP) (1.1) (0.2) (0.9) (3.9) (3.7)

Export growth (% change per year 15.6 6.4 (2.5) (22.1) 34.8

Economic Indicator 2006 2007 2008 2009 2010

Import growth (% change per year) 10.9 8.7 5.6 (24.0) 31.5

Current account balance (% of GDP) 4.5 4.9 2.2 5.8 4.5

External debt (% of GNI) 45.1 39.2 31.8 29.0

sector and strength in the external pay-
ments position were also noteworthy.

Notwithstanding progress, challenges
remain and further reforms are needed
to sustain economic gains, especially in
the light of the tightening fiscal space.
The fiscal deficit rose to 3.9% of GDP
in 2009 and 3.7% of GDP in 2010,
limiting space for spending on infra-
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structure and social services. Invest-
ments and job generation remain in-
adequate, and progress has been slow
in attaining the Millennium Develop-
ment Goals on poverty, education, and
maternal health. Strengthening of tax
revenues to ensure adequate resourc-
es for development expenditures and
improving the domestic investment cli-
mate are key to improving prospects




and attaining long-term development
goals.

The short visit to Philippines include
interaction with co-operative leaders
of Philippines during ICA-AP NATCCO
workshop on Development of Con-
sumer Co-operatives in Philippines on
13.12.11 preceded by the 45th ICA
AP Consumer Committee Meeting on
12.12.11 and visit to Soro Soro Ababa
Development Co-operative Multipur-
pose Society in Batangas Province and
meeting with Executive Director, Co-
operative Development Authority at
Manila.

A major feature of co-operatives in
Philippines is the strong government
commitment to promote co-operatives
in as many sectors as possible. The
Co-operative Code 2008 lays down a
three tier co-operative set up- Primary,
Secondary and Tertiary and 20 types
of single purpose specialised co-oper-
atives for which subject specific Rules
have been made under the code. As
these are not restrictive, people are
free to set up co-operatives on any
matter outside the types mentioned
in the code. This is a positive feature
reflecting the government’s policy to
develop wider partnership with the
co-operatives. It is reported that the
size of the membership of the co-
operatives is about 9 million roughly
10% of the country’s present estimat-
ed population of 95 million and new
types of co-operatives are emerging in
health, education, micro-finance, mi-
cro enterprises, child savings, etc.

During the two seminars mentioned
above some special features of co-op-
eratives in Philippines have been men-
tioned as summarised below:-

National Cooperation of Co-operatives
(NATCCO) is the only billionaire feder-
ation in the country with membership
of 428 co-operatives and has initiated
a number of programmes to provide
professional support to its member
co-operatives in diverse livelihood im-
provement related activities especially
to attract youth and women to co-op-
eratives. NATCCO has 922 offices na-
tionwide, having presence in 94% of
provinces and in 83% of cities and has
forged partnership with civil society. Its
partners include Mega link for shared
ATM network and Oikocredit one of
the largest privately owned financiers
of micro-finance sector in the world
and also a co-operative society which
helped NATCCO to access funds for
its support to micro enterprises. The
support of Philippines Development
Assistance Project, a consortium of Fil-
ipino and Canadian NGOs, Philippines
Postal Savings Bank, Promoting Rural
Industries and Market Enhancement
Programs (PRIME) funded by Canadi-
an International Development Agency
to support small and medium enter-
prises, RABOBANK Foundation en-
abled NATCCO to purchase financial
Performer System Software and RCBC
Bankard to provide cobranded credit
cards to Primary Co-operatives and
Swedish Co-operative Centre to gain
expertise in areas such as housing and
consumer co-operatives. These part-
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nerships have empowered NATCCO
to focus on financial intermediation
as its core business and to establish,
a Central Fund to pool co-operatives,
excess funds, since renamed Treasury
and Credit Group in 2010 which man-
ages the Networks Equity Sharehold-
ing, Stabilisation Fund, Credit Lines
and the Deposits and Loans Products.
The latter has become the Primary
Source of revenue with gross rev-
enue amounting to Peso 104 million
in 2010. The key results of TCG’s pru-
dent operations yielded P 19.2 million
for the Group’s net income which is a
41% increase from 2009. Loan port-
folio has also shown impressive per-
formance as Peso 445 million worth of
loans was realised in 2009 to Network
members and MICOOP branches. To-
tal loans, outstanding reached P857
million by 2010 with a good record of
recovery. It is also noted that 155 co-
operatives deposited a total of P451
million and the total share capital
posted a sharper increase of 62% to
Peso 66.8 million. As a result the total
share capital has reached a little above
P 165 million and deposits above
P405 million. The network’s target is
to raise deposits to Peso 600 million
and the loan release to Peso 600 mil-
lion in 2011 emboldened by the deci-
sion of the Supreme Court that these
deposits are not taxable. Further, the
stipulation under the Co-operative
Code that transactions with its own
members are also not taxable has
made financial services from NATCCO
much more advantageous and there-
fore, likely to promote business. It is
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also noteworthy that in the spirit of
sixth co-operative principle emphasis-
ing cooperation among co-operatives,
NATCCO has established in 2007 a
Stabilisation Fund drawing on mem-
bers contribution so that NATCCO
could come to their rescue in times of
difficulty much like the Central Bank
in relation to scheduled banks and the
Fund now has 16 participating co-op-
erative societies with deposits totalling
P7.4 million.

To develop professionalism, NATCCO
Education, Training and Consultancy
Group has trained a total of 2556 lead-
ers and staff from 945 co-operatives
and 22 co-operatives had availed of its
consultancy services in 2010 and also
instituted norms for customer satisfac-
tion and excellence in service.

To improve the quality of service, IT
services have been harnessed to make
it competitive by empowering co-op-
erative staff members with automated
transactions and accurate accounting
capability. The IT Group of NATCOOP
has organised training of co-operative
management and staff in maintaining
IT enabled transaction and financial re-
cords.

Though co-operatives do not engage
in the trading of financial assets for
speculative purposes nor write options,
they are exposed to market risks arising
from foreign currency and interest rate
sensitivities and are required to man-
age their liquidity profile to be able
to service maturing debts and finance



operating and capital requirements. A
major problem facing coops in devel-
oping countries is recovery of loans. It
is interesting to note that in Philippines
the co-operatives receiving loan from
MICOOP whose purpose is to help low
income households and micro entrepre-
neurs by providing them access to micro
finance services, follows the practice of
entering into Memorandum of Agree-
ment with its members where both the
parties will choose either “Build Oper-
ate—Adapt-Transfer”’(BOAT) program
or 50/50 partnership scheme in set-
ting up the MICOORP servicing centre in
selected areas. Interest rates on loans
vary according to the type of loan and
certain MICOORP loans are used as col-
laterals for the secured short-term and
long-term bank loans. Normally highly
secured loans backed up by borrowers
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deposits are charged 1% or 2% above
their time deposit placement rates and
interest rates on secured loans range
from 12% to 15% and a service fee of
1% to 1.50%. From a study of NAT-
COO’s Annual Report 2010, it appears
that co-operatives in its Network are fi-
nancially well managed and have been
able to keep the credit and service
channel open and are on a moderate
to high growth path. And this is by and
large true of other co-operative federa-
tions.

As of 6th December 2011, a total of
20547 co-operatives are registered
with CDA. The activity wise break-up
of co-operatives is indicated below as
well as broad activity ratio indicating
that most coops fall under the category
of Multi Purpose Co-operatives.

TYPES OF CO-OPERATIVES REGISTERED WITH CDA

(As on December 06,2011)

Advocacy 5 Housing 6
Agrarian Reform 11 Insurance- Secondary 4
Consumer 821 Marketing 733
Coop Bank — Secondary 45 Multipurpose 14, 389
Credit 2,204 Producer 879
Diary 13 Service 1,128
Electric 2 Transport 25
Federation — Tertiary 6 Union - Tertiary 1
Financial Service 1 Workers 21
Fishermen 16 Water 2
Health Services 1 Grand Total 20,547
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Ratio of Registered Coops

2.2 The aggregate co-operative assets con-

stitute an impressive figure of P 158,
603,608, 575.54 or roughly P 158 bil-
lion as detailed below according to the
type of co-operatives.

AGGREGATE CO-OPERATIVE ASSETS

Consumer 476,906,988.79
Coop Bank-Secondary|12,595,454,125,28
Credit 32,822,089,858.28
Federation-Secondary (2,152,425,035.80
Federation Tertiary 1,005,789,481.70
Insurance-Secondary (325,163,346,.94
Marketing 326,782,922.25
Multi Purpose 97,731,461,321.08
Producer 1,169,984,882.92
Service 9,909,460,109.33
Union — Secondary  |56,409,114,117
Union — Tertiary 31,081,389.00
P158,603,008,575.54
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Multi Purpose
Credit
Marketing

Consumer

Others
Secondary Federation

Service

Producer

Roughly 83% of co-operatives are Multi
Purpose; other types of coops such as
Producer, Service or Consumer Co-op-
eratives have small but significant share
ranging from 1 to 3%. 485 co-oper-
atives under NATCCO have 16,17781
members and 30% of chairpersons of
its member co-operatives are women
and 65% of members are also women
reflecting a healthy gender participa-
tion. It is not feasible to review here
even summarily 20 odd types of co-
operatives functioning in Philippines.
However, some important aspects are
stated below:

Consumer co-operatives — usually,
the first step of co-operative move-
ment particularly in urban areas which
in several countries play an important
role in holding the prices are not do-
ing well. There has been no significant
growth in this sub sector for the last 20



years and out of 821 only 70 consumer
credit societies possess assets of more
than P 1 million and majority of these
consumer’s stores managed by co-
operatives are categorised, as ‘small’
as per the government categorisation
The reasons for near stagnation of
consumer co-operatives are (i) lack of
strong backward and forward linkage/
integration with producers (i) failure to
raise the volume of sales and co-oper-
ative staff make little effort in market-
ing and assume that the members and
the general public would patronise the
co-operative stores (iii) inability to of-
fer large discounts or other goodies like
the big usually multi-brand and multi-
national retail giants due to low margin
at which the goods are procured from
the suppliers in the first place (iv) lack of
planning market survey before starting
the business and adequate provision of
capital because the running of the con-
sumer stores is not viewed as separate
business but a part of the savings and
credit operations of the co-operatives.
As a consequence, the consumer co-
operative stores usually suffer from
shortage of working capital and inabil-
ity to move commodities in time and
fast to satisfy the demand. The concept
of a Fast Moving Consumer Goods
(FMCG) - the mantra of a successful
retail chain are yet to be institutiona-
lised in the functioning of consumer
co-operatives (v) lack of training of
staff/managers in retail trade and fail-
ure of management to recognise it as a
separate financial/business venture re-
sulting in lack of competitive spirit. All
these suggest the need for a separate

(ii)

business development strategy for the
consumer co-operatives — a matter that
deserves urgent attention of NATCCO.

NATCCO- Department of Agrarian
Reform (DAR) Collaborative Program
to set up co-operatives consisting of
farmers who have been provided ag-
ricultural land under the Land Reform
Programme of the government. Ac-
cording to CDA officials 92,670 individ-
ual farmers organised into several co-
operatives covering 55 branches have
received micro-finance services. Under
a partnership mode, NATCOO the DAR
and the Agrarian Reform Co-operative
Communities are trying to transform
these co-operatives into a viable ve-
hicle for financial services. In two years
(2011-12) the partnership covering 30
more MICCOOP branches will be oper-
ationalised. This project has relevance
for other developing countries where
land reforms in the form of distribution
of cultivable land to landless poor farm-
ers did not achieve the expected result
of making these farmers and their land
holdings viable mainly for want of sup-
port services of credit, inputs, market-
ing and extension. If DAR-NATCCO
initiative succeeds, it would be a model
for other countries and, therefore, its
implementation calls for periodic evalu-
ation.

As a step to achieve financial inclusion,
NATCOO’s ‘Aflatoun’ programme is
about the education of the youth in
social and financial rights. It comple-
ments and drives the bringing in of the
young blood to the co-operatives and
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to provide balanced social and financial
education to the children and to wean
them away from the risky path of con-
sumerism. The program is being imple-
mented in 165 schools in 2010 —a 33%
increase from the position in 2009. The
response from the children was amaz-
ing as by December 2010, the accu-
mulated Aflatoun savings rose to P 7.9
million from P.2.2 million in 2008 and
26,500 children are currently under
the programme. Since 2007 when the
programme began 948 teachers have
been trained who teach the children
their rights under the UN Convention
on the child rights and are informed
also about children’s responsibility
and financial literacy-saving, spending,
planning budgeting and how to be
enterprising. This remarkable success
story merits study by co-operatives in
other countries and is worthy of adop-
tion.

In Philippines, there has been a serious
effort to bring about coordination in
the activities of the co-operatives and
other civil society organisations. Dur-
ing the meeting with CDA officials, the
role of inter-church organisation was
highlighted in developing social capi-
tal and spread of financial literacy. As

In Philippines, there has been
a serious effort to bring about

coordination in the activities of

the co-operatives and other civil

society organisations.
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part of their work in societal capacity-
building several bodies like the Micro-
Finance Council of Philippines, Farmers
Associations are engaged in activities
such as promotion of entrepreneurship
in micro-enterprises sector, raising IT
capacity of co-operatives, development
of professionalism among the credit
co-operatives, social performance and
social audit, common endeavour to
combat desertification by organising
Green movement, etc. It is argued that
the five main pillars of Filipino devel-
opment strategy, namely (i) ‘Poverty
Alleviation and Empowerment of the
Poor’ (ii) Inclusive Growth (iii) Good
Governance, Integrity, Transparency
and Eradication of Poverty (iv) Ecologi-
cally Sound Policies for Development
and (v) Rule of Law and Lasting Peace
provide a framework for co-operatives
and other civil society groups to syn-
ergise their activities, in areas such as
mitigation of climate change, devel-
opment of renewable sources of en-
ergy. For this to happen, it is felt that
the SHG movement could be restruc-
tured and brought within the ambit
of co-operatives by a policy change to
bring about a cohesive unified action
to alleviate poverty and to enable the
coops to play a greater role in sustain-
able development. It was pointed that
while Philippines had 70% forest cover
in 1860, in 2010 it stood reduced to
only 19% threatening the mega di-
versity including huge marine diversity
for which the country is known in the
entire world. The advocacy role of the
civil society could be backstopped by
the co-operatives in initiating practices



and methods which could be at once
conservation and income-generation
oriented such as forest-based activities,
coconut sugar processing, and dairy,
Organic Tea and Coffee Plantation Co-
operatives and Electric Co-operatives
based on renewable energy sources,
etc. CDA could ‘anchor’ this integrated
development of co-operatives, SHG’s
and civil society activities with neces-
sary legislative changes and might re-
quire quasi judicial powers to act as the
lead agency to determine the capital
base depending on the functioning
and the kind of support services likely
to be provided, the monitoring and
evaluation norms, the kind of strate-
gic alliances that could be forged and
laying down of formation and perfor-
mance standards. In fact CDA needs a
new charter to take up this role.

The important features of co-operatives
in Philippines are:

Comprehensive law for co-operatives-
Philippines Co-operative Code 2008
and (b) The Co-operative Mid Term
Development Plan. The Co-operative
Code lays down that it is the declared
policy of the state to foster the cre-
ation and growth of co-operatives as
a practical vehicle for promoting self-
reliance and harnessing ‘people power’
towards attainment of economic de-
velopment and social justice, This is a
clear commitment to the co-operative
sector which is reiterated under Art 4
embodying all the seven ICA Principles
in the law itself. Philippines is one of
the few countries which has incorpo-

3.1

rated these ICA Principles in its statute.
Art 23 categorises three broad types
of co-operatives — Primary, Second-
ary and Tertiary and lists - not exhaus-
tively though-20 types of co-operatives
which are to function as per the Rules
made under the code which again is
a special feature of the Co-operative
Law of Philippines. The act lays down
the conditions for merger of amalga-
mation of co-operatives and in regard
to functioning of co-operative unions
and Federation under Articles 21, 24,
25 respectively. Art 71, 72 and 73 lay-
ing down the capital, its source and
limitation share capital holding (10%
at the maximum for every member)
are in tune with co-operative principles
of equity and democratic functioning.
Based on Article 80 Rule 11 defines so-
cial audit as a procedure where the co-
operative assesses its social impact and
ethical performance vis-a-vis its stated
mission, vision, goals and code of so-
cial responsibility. This is again a special
legal provision which also lays down
under Section 5 components and indi-
cators of social audit and it is the duty
of every co-operative society registered
with the Co-operative Development
Authority to submit to this authority
the Annual Social Audit Report under
section 7 of the Rule 11 as conduct-
ed by an independent Social Auditor
accredited by the Authority.

In this and all other vital matters, CDA
has both the development and regula-
tory functions of a decisive nature be-
ginning with laying down the functions
and responsibilities of the Board of Di-
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rectors and the power to order dissolu-
tion of a co-operative under Art 67. In
fact CDA has an overriding supervisory
role. During discussion with CDA of-
ficials, it transpired that there was still
need for institutional strengthening of
CDA in certain areas like (a) enhance-
ment of delivery mechanism, power to
initiate policy reviews, monitoring and
evaluation (b) formulation of standards
in performance which is not covered
under social audit and to initiate steps
to empower the coops and to help
them to acquire core competency. In
other words, it is felt that the present
code underscores, the regulatory as-
pect more than the development role
of the CDA and the former may also
include powers of judicial arbitration,
‘visitorial power’ to inspect and to re-
port malfunctioning of co-operatives
and examine all proposals for cessation
and dissolution of co-operatives. As of
now, these powers are not conferred
on the CDA though Art 44 and Art 53
provide that functions, responsibilities
and training requirement of Directors,
Officers and Committee Members as
well as their training requirement shall
be in accordance with the Rules and
Regulations issued by the CDA and fur-
ther the requirement under section 2 of
Art 53 of submitting 4 reports on their
work to CDA by all co-operatives within
120 days from the end of the calendar
year indicate strong supervisory powers.
However, as regards settlement of dis-
putes, conciliation and mediation pro-
ceedings, Art 137 provides for a crucial
role for the conciliation and mediation
committee of the co-operative failing
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which the matter shall have to be settled
through voluntary arbitration before any
complaint could be filed with the CDA.
And appeal against the decisions of the
voluntary arbitrators shall have to be
submitted before the office of the Presi-
dent. When one considers the provi-
sions under Art 138 which gives power
of reviewing and monitoring the proper
implementation of the code to the Joint
Congressional Oversight Committee on
co-operatives it becomes evident that
the power is overriding and CDA’s role
is secondary at the operational level.
The point about expanding and deep-
ening the role of CDA therefore merits
serious consideration.

Co-operative Education and Training
Fund and Co-operative Development
Fund are two important mechanisms
for capacity-building of the co-opera-
tives. Article 86 lays down the order of
distribution of net surplus of every co-
operative and how this fund is to be
utilised including the 10% limit to the
contribution to the Cooperation Edu-
cation and Training Fund (CETF). How-
ever, there is need for periodic evalua-
tion of these funds to assess its impact
on capacity-building. No data or as-
sessment in this matter was available
during the visit. Nevertheless, there
has been a strong policy commitment
and support to enable the co-opera-
tives to reap the gains of globalisation
by attaining a competitive edge, the
most concrete manifestation of sup-
port is the inclusion in the Philippine
Co-operative Mid term Development
Plan 2011-2016 under Policy Opera-



tion No.2 on providing an enabling
environment for the strengthening
and development of co-operatives and
identifying four specific policy require-
ments as follows:

Redefining Roles: The primary role of
government shall be regulatory. CDA
will support the development role of
co-operatives.

Encouraging stakeholder participation
in co-operative development to allow
complemental efforts, maximise use of
limited resources and achieve greater
strategic impact from collaboration.

Internalising the principles of good
governance in the co-operative sector;
and

Providing the appropriate communica-
tion and advocacy support for partner-
ship.

Specific programmes and strategies
have been identified by both govern-
ment and the co-operatives to be
implemented within the Plan period.
Some of these are:

Developing a framework for merger
and consolidation of co-operatives

Developing an incentive programme
for merger and consolidation of
co-operatives

Strengthening of the CDA’s supervi-
sion, monitoring and evaluation func-
tions;

Strengthening of federations and
unions and partner institutions and

Strengthening of linkage with interna-
tional partners.

If properly implemented, the aforesaid
initiatives will create a durable base for
consolidation and progress of the co-
operative sector in Philippines.

2. SRI LANKA

The Socialist Democratic Republic of
Sri Lanka has a total land area of
65,630 sq km of which 1.9 million
hectares is cultivable and the share of
agriculture to GDP was 19% in 2004.
The first agricultural credit society was
registered in 1906. The long history of
the co-operatives in Sri Lanka is gener-
ally discussed in four phases, such as
Credit Society (1942-1957), Consumer
and Agriculture Co-operative Society
(1955-1971) and Multipurpose Co-op-
erative Society-MPCS (1971 onwards).
There are over 50 different types of
co-operative societies functioning in
the country. The National Co-oper-
ative Council of Sri Lanka (NCC) is a
member organization of the ICA that’
conducts educational programmes
for members as well as employees.
At national level, it has been assigned
the task of planning and monitoring
educational activities for members.
The four regional co-operative train-
ing centres of the NCC are situated in
Galle, Kahagolla and Jaffna.

Sri Lanka’s social indicators are among
the best in South Asia. The country has
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achieved near universal literacy and,
more remarkably, girls are on par with
boys. Sri Lanka—now categorized as
a middle income status country—has
a comparatively low poverty level at
7.6%. In 2010, the country recov-
ered strongly from the effects of the
global recession. Capitalizing on the
post-war opportunities, 8% average

Sri Lanka Development Indicators

annual gross domestic product (GDP)
growth is expected over the next few
years. The Development and Economic
Indicators of Sri Lanka are as follows:
[The Economic and Social Develop-
ment Profiles of Sri Lanka is stated be-
low as assessed by the Asian Develop-
ment Bank. Ref. ADB Fact Sheet as of
31.12.2010]

Non MDG (Millennium Development Goals)

Population in Millions 20.65 (2010)
Annual Population Growth rate (%0) 1.1 (2008-2011)
Adult Literacy Rate(%6) 90.6 (2008)
Percent of Population in Urban Areas 15.1 (2008
MDG

Per cent of Population living on less than $1.25 a day 7.0(2007)

Per cent of Population living below the national poverty line 7.6 (2009)
Under 5 Mortality Rate per 1,000 Live Births 15.0 (2009)

Per cent of Population using an Improved Drinking Water Source  90.0 (2009)

Sri Lanka Economic Indicators 2006-2010

Economic Indicator

Per Capita GNI (Atlas Method) ($)
GDP Growth (% change per year)
CPI (% change per year)
Unemployment Rate (%)

Fiscal Balance (% of GDP)

Export Growth (% change per year)
Import Growth (%change per year)
Current Account Balance (% of GDP)
External Debt (% of GNI)

2006
1,350
7.7
10.0
6.5
7.0
8.5
15.7
5.3
45.6

2007 2008 2009 2010
1,540 1,780 1,990 =

6.8 6.0 3.5 8.0
15.8 22.6 3.4 5.9
6.0 54 59 -
6.9 7.0 9.9 8.0
11.0 6.2 12.7 17.3
10.2 24.7 27.6 32.4
4.3 9.5 0.5 3.8
46.3 42.1 = =
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The government’s 10-year develop-
ment plan emphasizes accelerating
economic growth, with a focus on less
developed regions. Since the end of
the internal armed conflict in Sri Lanka
in mid-2009, the government aims to
promote Sri Lanka as an economic hub
in South Asia. Key policy documents
advocate infrastructure development
and livelihood support in rural areas.
ADB assistance to Sri Lanka has gradu-
ally moved from mainly agricultural
support to support for the power sec-
tor, roads and infrastructure, water
supply and sanitation, education, post
conflict reconstruction, and develop-
ment of the north and eastern regions.
Sri Lanka has received coordinated
support from World Bank, Japan Inter-
national Cooperation Agency on port-
folio management issues and across
sectors. ADB assistance to the power
sector helped increase Sri Lanka’s elec-
trification ratio from 67% in 2003 to
85.4% by 2009. ADB helped the poor-
est households afford rural electrifica-
tion through grant and loan schemes
to pay for connection fees. In recent
years, ADB has substantially increased
assistance to Ceylon Electricity Board
(CEB) and Lanka Electric Company
(LECO) to build new and improve ex-
isting grid substations and transmission
lines through the Clean Energy and
Access Improvement Project, Conflict-
Affected Region Emergency Project,
and Sustainable Power Sector Support
Project.

Support for transport development has
addressed physical, institutional, social,

and policy constraints. In 2010, ADB ap-
proved more than $220 million for the
rehabilitation of national, provincial, and
local authority roads within and leading
to the Northern Province. Rehabilitation
of these roads will increase connectivity
for returning displaced people, facilitate
the provision of basic services and liveli-
hood recovery, and encourage increased
investment. An important initiative in Sri
Lanka has been the North East Com-
munity Restoration and Development
Project Phase | and Il under which the
ADB has administered grants provided
by the Government of Norway, Aus-
tralian Agency for Development. These
projects involving $7.3 million assisted
about 35,000 displaced families to re-
sume work under the government’s
Unified Assistance Scheme.

1.1 On the whole the people and the offi-
cials are upbeat about the growth pros-
pects. The national goal is to transform
Sri Lanka into the ‘emerging wonder of
Asia’. On 19.12.2011 the government
informed the Parliament that 8.2%
growth was achieved in the first half of
2011 and the industries grew by about
9% and the size of industrial exports in-
creased by 63.8% to US$ 2078 million.
The Central Bank has projected 9%

On the whole the people and the
officials are upbeat about the
growth prospects. The national
goal is to transform Sri Lanka into
the ‘emerging wonder of Asia’.
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growth of the economy in 2012. About
29% of Sri Lanka’s exports (about 1.7
billion Euros) go to EU reflecting a di-
versified portfolio and the government
has fixed a target of $ 20 billion exports
for 2020. During the discussion, the of-
ficials estimated the current per capita
income at $2400 and felt that ‘globali-
sation’ did give the economy a ‘push’ to
higher growth with price stability and in
holding the prices, the co-operative sec-
tor had an important role.

The economy of Sri Lanka, however, re-
mains predominantly rural as 75% of its
population is in villages, agriculture be-
ing the source of livelihood of 70% of
the population. The gross cropped areas
under different crops are as follows:-

1. Paddy - 6,00,000 ha
2. Tea - 2,11,000 ha
3. Rubber - 115,000 ha

4. Coconut 395,000 ha

Agriculture contributes about 24% of
gross export earnings. Agriculture thus
holds a strategic position in Sri Lankan
economy and the role of co-operatives
is therefore, crucial as the providers of
credit inputs and marketing support.

Broadly speaking, Sri Lanka has a three
tier co-operative structure-Primary Co-
operative Societies at the Base/Village
Level, Secondary Co-operatives in the
form of Unions at the Provinces and
Tertiary in the form of National Level

4™ CRITICAL STUDY OF

Apex Organisations. Basic statistics on
these three tiers of co-operatives are at
Annex VIl =XII.

Evidently, the Sri Lankan Co-operatives
deal with diverse subjects and have a
membership of about 8 million which is
about one third of the country’s popula-
tion. During the field visits, however it
transpired that since an individual could
be a member of several coops at the
same time, this fact of ‘multi-member-
ship’ might have caused inflated mem-
bership and a realistic assessment of
membership could be around 3 million.
An interesting feature of co-operatives
in Sri Lanka is a huge ‘Teachers Mul-
tipurpose Co-operative Society with
about 1,75,000 members providing
housing, education and other loans to
its members while mobilising savings
from members on monthly basis and has
acquired substantial capital which gives
the society potential for a lead financial
intermediation role. Some important
features and developments affecting the
co-operative sector are noted below:

Grant of massive loan waiver amount-
ing to Rs 500 million by the government
had the objective of uplifting the co-
operatives by improving their balance
sheet and to fulfil President Mahinda
Rajapaksa’s vision of setting up Farm-
ers Co-operatives for the rice growers
to (i) protect the farmers from becom-
ing a constant prey to the intermedi-
ary dealer and (i) to offer him solutions
to problems of marketing, equipment
and other inputs by a revamped farmer
banking system to provide all loans.



The role of women in management of
co-operatives is limited even though
they constitute half of the total co-oper-
ative membership which is very unusu-
al. In 2009 out of 407 directors of the
Primary Co-operative Societies only 80
were women and in Tertiary Co-oper-
atives only 6 out of 99 Board Directors.
This position could only improve by suit-
able amendment to the existing laws
providing for reservation of women in
the Board of Directors. NCC has report-
ed that some action have been initiated
in this regard by the government.

A qualitative change in Primary Co-op-
eratives in agriculture will be possible
only when the President’s thoughts
mentioned above are put into practice.
However, primary co-operatives with
a small membership of 10-15 persons
do not have a chance in a small farmer
economy like Sri Lanka to become via-
ble and experience elsewhere suggests
a larger multi-purpose co-operative so-
ciety at the village level comprising at
least of about 1000 members as the
alternative model capable of meeting
the diverse needs of credit and other
services including supply of essential
commodities at a reasonable price as a
price stability measure.

The concept of multipurpose societ-
ies has struck deep roots in Sri Lankan
economy as it has covered transport,
consumer goods, health and educa-
tion services with significant presence.
COOPFED is the main state agency for
imports and distribution of wholesale
commodities and interestingly products

of Unilever, a multinational through
305 Multipurpose Co-operatives under
the umbrella of COOPFED benefitting
members of MPCS as well as others. In
2009, the total sales of consumer goods
of MPCS was Rs 27012 million, a large
share though it seems to have fallen
from the 2005 sales of Rs 33455.7m
The assets and liabilities position of
MPCS indicates that MPCS have built
up an impressive physical and financial
base and with the state commitment
to promote co-operatives MPCS have
a bright outlook. In fact all the institu-
tional co-operatives may continue to
perform well and deserve state support
to enter into areas like health and life
insurance in a big way as in Japan and
Korea. It is learnt that co-operative hos-
pitals in Jaffna and Anuradhapur have
been able to provide affordable health-
care to the people and the profits go
to the co-operatives. There is scope for
expansion of co-operatives in fisher-
ies, handloom, handicrafts, textiles and
in retailing. In retailing, co-operatives
have been able to protect their space
though the infrastructure needs for
expansion covering Mega Coop Stores
and Co-operative Super Markets and
even mini city co-operatives and rural
co-operatives require adequate storage
which left to themselves they are un-
able to upgrade. Hence the need for
state support as a matter of policy to
develop co-operatives to play an active
role in price stability. To run these co-
operative enterprises efficiently along
commercial lines, professionalisation of
management is essential to achieve the
competitive edge in order to protect
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the existing privileges enjoyed by the
co-operatives such as exemption from
payment of Income Tax and the provi-
sion of concessional development loan
to Rice Millers Co-operative Societies
at 9% rate of interest by the Central
Bank. The aforesaid three statements
indicate the overall performance of all
co-operative societies in Sri Lanka.

National Co-operative Development
Fund has been constituted by the Gov-
ernment based on fees at the rate of
5% of profits payable by the member
co-operatives. COOPFED which has an
annual turnover of rupees 1300 million
pays 5% of its profit to the members
and state contribution. The fund is ad-
ministered by the Commissioner for
Co-operative Development and is used
to take up schemes to develop co-oper-
atives including staff training, capacity
building of co-operative members, etc.
This is a mechanism worthy of study by
other countries.

In 2001 by an Act of Parliament, the
earlier Sri Lanka Co-operative College
was made a separate institution as the
National Co-operative Development
Institution responsible for providing
management training for the co-op-
erative sector. National Co-operative
Council of Sri Lanka was registered
in 1971 as Sri Lanka National Co-op-
erative Committee and is the voice of
the co-operative sector and has been
taking up coordinated programmes in
expansion, development and capac-
ity building work through its sister co-
operative federations like MARKFED Sri
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Lanka, Consumer Co-operative Society
Federations, Sri Lanka Thrift and Credit
Co-operative Societies Federation Ltd.,
Sri Lanka Industries Co-operative Fed-
eration Ltd., Sri Lanka Co-operative
Rural Bank Ltd., Sri Lanka Textile Co-
operative Federation Ltd., Sri Lanka
National Fisheries Co-operative Federa-
tion Ltd., Sri Lanka National Youth Ser-
vices Co-operative Federation Ltd., Tea
Producers Co-operative Society Federa-
tion Ltd., Sri Lanka Milk Producers Co-
operative Society Ltd., and Thrift and
Credit Societies Resource Management
Co-operative Federation Ltd.,

The main legal and policy issues to
move ahead.

For historical reasons, the co-operative
movement of Sri Lanka grew under
the aegis of the colonial government
beginning with the enactment of the
co-operative societies Act No7 of 1911
largely on the lines of such laws already
enacted in British India. The office of
the Registrar was entrusted with the
responsibility of registering the soci-
eties and getting the accounts of the
societies audited and a strong linkage
with the Agriculture Department was
formed and till World War Il, the Direc-
tor Agriculture had also served as the
Registrar. The World War Il saw massive
growth of co-operatives presumably fu-
elled by demands of war economy and
Ceylon being a major allied base which
led to establishment of the Department
of Co-operative Development in 1945,
Co-operative Wholesale Institution in
1943 and the office of the Commis-



3.1

sioner for Co-operative Development
who had also functioned as the Reg-
istrar. The 1970s saw amalgamation of
more than 5100 co-operative societies
into large primary societies and in the
1980s following the 13th amendment
to the Constitution and after 1989 most
of the activities of the co-operative sec-
tor were devolved to 9 provinces which
have their own laws and the rules made
there under and co-operatives function
under the supervision of the Minister in
Charge of Cooperation, assisted by the
Departmental Secretary and the Regis-
trar of Co-operative Societies. There is
however the 1972 Act entrusting the
task of establishing and administering
the Provincial Coop Unions and the
co-operative federations at the na-
tional level and formulating national
policy and legal framework to facilitate
growth of co-operative sector to the
Central Ministry of Co-operative Devel-
opment functioning under the Ministry
of Trade, Marketing Development of
Co-operatives and Consumer Services.

It is learnt that the process of amend-
ing the Central Co-operative Laws will
take some more time and in the ab-
sence of any specific information on
the kind of amendments under consid-
eration, it appeared during discussion
that the government’s main concern
had been to clean up the co-opera-
tives of corrupt leadership. For this, it
is proposed to empower the Ministry
with the power of superseding/negat-
ing the decision of the General Body
which will be exercisable only when the
General Body decides to ignore or sup-

port acts of impropriety or corruption
on the part of the Board of Directors.
However, in view of the fact that the
‘cooperation’ is a ‘devolved’ subject,
the proposed amendments would only
enable the Central Minister to apply
such powers as and when conferred
by law to Central unions and Federa-
tions and not to the co-operatives in
the provinces. The co-operative lead-
ers feel that a more reasoned debate
is required on this subject as the mea-
sure proposed might impinge on the
autonomy and self-regulation of co-
operatives and open the flood gates
to undue state interference, argued
some co-operators. This raises an im-
portant policy issue. In Sri Lanka Gov-
ernment Co-operative Partnership has
facilitated growth of co-operatives in
critical areas such as Public Distribu-
tion of Essential Commodities, Con-
sumer Goods, Rural Credit, Health and
education, Youth Welfare, etc which is
captured in the very title of the Depart-
ment for Co-operative Development. If
however, this leads to a ‘directed devel-
opment’ of co-operatives, it will cause
harm to the co-operative movement
as this will inevitably mean contraction
of autonomy and reduce co-operatives
into state agencies for programme im-
plementation. To avoid this, an institu-
tional mechanism may be created with
the involvement of a serving or a re-
tired judge of high rank at the national
level to arbitrate any matter in which
the decision of the government based
on the report of the department and
the commissioner — Registrar of co-op-
erative societies on the functioning of
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the co-operative concerned could be
contested for a decision in accordance
with a fair and transparent procedure.

The co-operatives of Sri Lanka have oc-
cupied an important space in society.
In a democracy, the number counts for
securing a more effective role for the
sector and its lead functionaries and
hence the co-operatives could play the
role of a link between the state and
the community as well as between the
organised and the unorganised sector.
In this connection, the inclusion of the
large and expanding Self Help Groups
(SHG) in the co-operative umbrella
could be a sound policy initiative for the
leaders of the National Co-operative
Council for several reasons. First, SHG’s
and Co-operatives operate on the same
principles of mutual help and target
the poor and the disadvantaged. Sec-
ond, as SHG’s are mainly women led,
it leads to empowerment of women,
and strengthening of the institution of
family which is the bedrock of society
and third, the existing linkage of SHG’s
with the Bank could be used to pro-
vide production loans to members for
crops, dairy and livestock, handlooms

With a population of 128 million

in an area of 77835 sq.km. of
which only 12.12% is arable

Japan has been able to overcome

the geographical constraints by

developing a knowledge and
urban led economy.
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and other crafts and unions of SHG’s
brought under the Thrift and Credit
Society mechanism in accordance with
the co-operatives laws. This will be a
step to realise the goal of the Sri Lank-
an President of a great role for the co-
operative sector embodied in Mahinda
Chitana - Vision for the Future- quoted
in the Co-operative Centenary — 2011
of the Ministry of Co-operatives and In-
ternal Trade and is reproduced below:

“Further to the steps already taken to
strengthen the Co-operative Sector
parallel to the State Sector and the Pri-
vate Sector. | will develop the Co-oper-
ative Sector by improving its financial
viability, professionalism and manage-
ment skills. In future, the development
processes these three sectors will func-
tion together as equals.”

3. JAPAN

1.

The modernisation of Japan in a short
period of roughly 50 years from Meiji
Restoration in 1867, her emergence as
a strong nation state in the 20th cen-
tury and her reemergence after World
War |l as the second largest economy of
the world, a position Japan conceded
to China only recently are among the
glorious chapters of history. With a
population of 128 million in an area of
77835 sq.km. of which only 12.12% is
arable and a high population density of
351per sq.km., Japan has been able to
overcome the geographical constraints
by developing a knowledge and urban
led economy as evident from the domi-
nant role of service and industry sectors
in her economy — 67.7% and 30.9%
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respectively. Tokyo, the largest city in
the world with 25% of Japan’s popula-
tion covers only 4% of the land area.
Though the economy has been sluggish
for nearly a decade registering 0.1%
growth since 2000, its size was close to
$ 9 trillion in 2007 and a per capita GNI
of $ 37670 is among the highest in the
world (Source: World Development Re-
port, the World Bank 2010)

Co-operatives constitute a strategic
segment of the economy though no
estimate of its share of GDP has been
made. Roughly one-third of Japanese
households are members of co-opera-
tives which are autonomous and mem-
ber controlled. The government does
not hold any equity in a co-operative.
An important feature of co-operatives
is the large proportion of associate
members. In 740 consolidated Agricul-
tural co-operatives, possibly the most
prominent in the co-operative sector,
there are 9.5 million members and 4.7
million associate members who are en-
titled to avail credit and mutual insur-
ance facilities but do not enjoy voting
rights though a non-member could
be a member of the Board of Direc-
tors and participate in management.
This flexibility has allowed infusion
of capital and broadened the base of
co-operatives.

Japan does not have a comprehensive
co-operative law covering all types of
co-operatives but have separate laws
administered by ministries functionally
related to the co-operatives. For ex-
ample, agricultural co-operatives come

under the Ministry of Agriculture, For-
ests and Fisheries. Co-operatives are
registered at the prefecture level at the
branch office of the law ministry. Legal
Affairs Bureau (LAB) in all prefectures.
The power of registration of primary
co-operatives thus rests with LAB, but
the prefecture government has its
own office to deal with co-operatives
and generally oversees their functions.
There has been no move to enact a
common code for co-operatives be-
cause each sectoral co-operative law
evolved since 1948 has its own proce-
dures and bye-laws and thereby given
a separate functional identity and sec-
tor specific working practices. This ar-
rangement is unlikely to change in
the near future. A brief analysis of the
current status, issues and prospects of
leading sectoral co-operatives has been
made during the brief visit to Japan
which is placed below.

Agricultural co-operatives are the old-
est and can be traced to credit unions
established in 1843 and over the years
got consolidated into 740 large multi-
purpose agricultural co-operatives with
9 million regular and 4 million associ-
ate members. These primary societ-
ies serve as a one point shop meeting
diverse needs of villagers in a cluster
such as supply of credit, inputs, farm
equipments, mutual insurance, loans
and run gas stations, cable TV net-
work, co-operative super market for
supply of consumer goods and provide
farm advisory and marketing services.
However, farmers are also organised
into single purpose co-operatives in
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the same area for taking up of dairy,
horticulture, live stock rearing and spe-
cialised cultivation like tea plantation.
These co-operatives are organised into
47 prefectural unions and JA-ZENCHU
at the national level is the apex body
acting as the voice of the agricultural
co-operatives and looking at all policy
and implementation issues from the
perspectives of the agricultural co-
operatives. It may be mentioned that
though the share of agriculture in the
GDP is 1.4%, the government attach
strategic importance to food supply and
raising agriculture productivity (Aver-
age paddy yield in Japan is 5.26 MT per
hectare) which is among the highest in
the world and 80% of rice demand is
being met locally. Japan has achieved
40 % food self sufficiency and agricul-
tural co-operatives have contributed a
good deal to this situation. Agriculture
extension service, however, is provided
by the prefectural government backed
up by research at the agricultural uni-
versities and transfers the knowhow
to the farmers through the agricultural
co-operatives. It is widely felt that with
the growing awareness of farmers and
availability of technical information in
the market, the role of extension is get-
ting reduced. The co-operatives grade
the agricultural produce in consultation
with the wholesale market taking into
account the calorific and protein value
of crops to ensure a remunerative price
for the farmers. An important feature
of marketing is multiplicity of selling
points — to local wholesale market, lo-
cal super markets and to super markets
at prefectural level.
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In fact, a three tier marketing structure
functions at primary and at business or-
ganisation at prefecture and fed level
under the specialised economic fed-
eration of agricultural co-operatives.
Auction is organised with local govern-
ment providing facilities. Ministry of
Agriculture procures 10% of rice pro-
duced annually and the entire process
is seller driven to protect the farmer’s
interest. JA-ZENCHU plays an impor-
tant role in marketing and pricing of
agriculture produce. It has promoted
NORINCHUKIN Bank with investments
from agriculture and fisheries co-op-
eratives to provide credit and banking
services to co-operatives and also to
companies engaged in agro-horticul-
ture based business or industry and
has been using its capital even to pick
up US Government Treasury Bills and
also funds environmental projects. The
co-operatives under the aegis of JA-
ZENCHU have floated subsidiary com-
panies to take up value addition activi-
ties and established thereby a linkage
between co-operatives and manufac-
turing industry. The point to note is a
range of services provided — from con-
sumer stores to funeral services and
wedding receptions at the Primary Ag-
riculture Co-operatives (PAC) that have
given PACs a strong social base.

Consumer Co-operative societies pro-
vide a wide range of services as de-
tailed by the Annexure Xlll and ex-
panded their social services to diverse
fields such as community-based retail
co-operatives, health, housing, child
rearing, and environment services apart
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from co-operatives for special interest
groups like University co-operatives,
School Teachers and Institutional co-
operatives. Consumer Co-operatives
are not allowed to enter into the credit
business. The entire share capital of
consumer co-operatives has been con-
tributed by members and works out to
about JPY 26000 per member.

Health and welfare co-operatives de-
serve mention as it is an outstanding
success and provide health cover to
members as well as non-members as
Japanese medical law does not permit
rejection/denial of treatment to any
citizen by any health service provider.
Any resident can be a member of a
health co-operative contributing only
JPY 1000 to the share capital and all
staff members of a health co-operative
are also members of the co-operative.
A non-member can use services up to
50% of the total business volume and
in actual fact about 80% of users are
members of co-operatives. 50% of
capital cost of a health co-operative is
met from banks, 30% from members
and 20% from the government which
enables a health co-operative to build
the physical infrastructure. On an aver-
age a member contributes about JPY
30000, which is very reasonable, to
the health co-operative and 10% of
its business goes to the welfare activi-
ties. The source of working capital is
the insurance companies provided at
a reasonable rate of interest. The esti-
mated average contribution of a family
to a health co-operative is JPY 26000
annually and the health co-operatives
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are reportedly running at 2.3% prof-
its. In all 115 health co-operatives with
a membership of 2, 748, 922 are run
under the consumer co-operative law
2008 and no separate law is consid-
ered necessary. The work of health
co-operatives is evaluated every 5 years
by a National Evaluation Organisation.
What must be noted from the policy
angle is the integration of government,
insurance companies and banks in an
essentially member controlled cop-op-
erative health facility providing service
to members and general public of the
area. It is an outstanding success story
worthy of emulation elsewhere.

In insurance, co-operatives have a huge
presence under two Federations — Ja-
pan CO-operative Insurance Consum-
ers’ Co-operative Federation (JCIF)
which is an union of 164 consumer co-
operatives and the National Federation
of Workers and Insurance Consumer
Co-operatives (ZENRSOAI) offering life
and other insurance products and have
15758 co-operatives under its umbrella
while JCIF has a membership base of
7,415, 905.

Japan Consumer Co-operative Union
(JCCU) is the apex body of consumer
co-operatives and the voice of the sub
sector. Its functions include participa-
tion in policy discussions, provision of
all support services, creation of brand
equity and facilitating foreign trade
involving co-operatives. JCCU, JA-
ZENCHU and other national federa-
tions have come together and consti-
tuted a Japan Joint Committee of Co-
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operatives (JJC) to represent the cause
of the sector.

The Japan’s Workers co-operative
Union (JWCU) founded in 1979 con-
sists of 66 member organisations,
primarily workers co-operatives em-
bracing 11217 worker-members are
engaged in social services, caring for
the aged providing vocational train-
ing, employment services and its ac-
tivities have thrown up some new is-
sues. First, the definition of a worker
as distinct from the employee in the
organised sector has assumed impor-
tance as about one-third of the pres-
ent work force in Japan is employed
on a ‘contingent basis’ and, therefore,
deserves recognition as a vulnerable
group. Second, the role of co-opera-
tives in a super ageing society has to
be borne in mind as by 2050, 4 out
of 10 Japanese would be over 50 and
the population over 65 has gone up
to 19.5% in 2005 and the forecast for
2025 is 28.7%. Japan Older Persons
Co-operative Union has 22 such co-
operatives and provides comprehen-
sive services for the aged and advo-
cate age friendly public facilities. The
business areas include maintenance of
buildings, long term care for the aged,
child care, meal services for the old,
operation of public facilities, etc., and
in 2008 the turnover of this co-oper-
ative was JPY 24.95 billion. It must be
mentioned that provision of vocation-
al training or the job creation for the
unemployed, middle aged and elderly
is the priority activities of this co-oper-
ative and services to the aged and the
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disabled constitute 31% of its total
worth. JWCU has raised a demand for
a new legislation recognizing ‘Associ-
ated Work’ as the concept of a worker
co-operative and people creating their
own jobs by making capital contribu-
tion of their own and retaining control
over the management is still uncom-
mon in Japan. It is learnt that support
to this demand is growing as more
than 800 out of nearly 1800 munici-
palities have sent letters to the Diet to
recommend the enactment of the law.
JWCU is of the view that Japan needs
a basic co-operative law encompass-
ing all sectors to cover the work of
ethical and social co-operatives.

In taxation policy matters there has
been no change in recent times as co-
operatives enjoy tax concessions such
as lower tax rates on profits — 22% as
against 30% for other enterprises and
no registration fees are chargeable to
co-operatives. The government conduct
audit of co-operatives without charging
any fees and provide funds for training
and capacity building. In conclusion,
the Japanese co-operative model exhib-
its the following characteristics.

Harmonious growth of co-operatives in
different sectors with flexibility in op-
erations and expanding outreach.

A tradition of strong policy making
built within the various ministries spe-
cialising in sub-sectors.

Grant of autonomy and minimum of
state interference and regulation.



Productive linkage between sectoral co-
operatives and strong linkage between
institutional finance and co-operatives.

Active member participation in man-
agement despite high degree of pro-
fessionalism.

4. IRAN

1.

Iran, a cradle of human civilisation is
the most populous nation of West Asia
with a population of 72 million and a
land area of 1.6 5 million sq km has
emerged as a strong nation with a dis-
tinct Islamic identity after the Islamic
Revolution and a mission of attain-
ing the status of a developed country
by the year 2026. Two-thirds of Iran’s
population is in urban areas and its
economy is oil driven and dominated
by industry and service sector. Iran has
a literate population (82%) with high
level of literacy among women whose
presence is visible and significant in all
professions and a strong technological
base. These factors have provided an
environment conducive to growth of
co-operatives in various sectors such as
agriculture, housing, transport, health,
consumer goods, dairy, horticulture,
etc. According to the World Develop-
ment Report of the World Bank 2010,
economy of Iran grew @ 6% annually
during 2000-2008. The Gross National
Income (GNI) and per capita GNI at
2008 Prices were US $ 251.5 billion
and US $3540 respectively. The sector
wise value added data as percentage of
GDP indicate the shares of Agriculture,
Industry and Service at 10%, 46%,
and 45% respectively. However rural

economy holds a strategic position in
the economy because the government
is keen to reduce dependence on for-
eign food and other essential imports
and its unutilised potential for genera-
tion of income and employment in ru-
ral nonfarm sector.

To understand the current status and
prospects of co-operatives in Iran it
must be emphasised that the concept
of co-operatives is rooted in Islam as
Islam has always encouraged group
prayers, group decision-making and
solidarity and explains why cooperation
and unity are considered ““the grandest
doctrine of Islam.” This religious sanc-
tion is the foundation of co-operatives
as embodied in the following state-
ment of the supreme leader of Iran:

“The rural co-operative network, due
to its people oriented, in my view, is a
prominent point of economical system
of Islamic Republic of Iran.”

1.1 The role of the co-operatives has been
highlighted under Article 43 and 44 of
the Iranian Constitution as here under:
Co-operatives in Constitutional Law

Article 43:

Provision of decent job conditions and
facilities for all, aiming at full employ-
ment and securing means of working
for qualified individuals who are denied
needed facilities, based on a co-opera-
tive pattern, while being mindful about
impeding the occurrence of wealth
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hoarding by special groups, as well as
prohibiting Government from turning
into an absolute authority.

Avrticle 44:

Accomplishment of the role by co-op-
erative sector as one of the triple parts
of the Islamic Republic of Iran’s eco-
nomic system, abiding by Islamic rules.

General Policies of Fourth Development
Plan

Para 47:

To empower co-operative and private
sectors as driving force of economic
development and deregulation, while
preserving the efficient presence of
Government in administrative domains
within the framework of General Poli-
cies of Article 44 of the Constitution.

Para 48:

To enhance the capacities and capa-
bilities of co-operative sector through
encouraging the access to resources,
information, technology, communica-
tions and developing its technical, eco-
nomic, and financial links.

Under Article 1 of the Co-operative
Law one of the objectives of the co-op-
erative sector is to act as a means “to
prevent monopoly, hoarding, inflation
and harming others and to avoid gov-
ernment turning into a major absolute
employer and to prevent wealth con-
centration”.
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In the succeeding paragraphs, an at-
tempt has been made based on short
Study Visit to Iran in February 2012 to
highlight the main features of the co-
operatives in Iran and especially the
elaborate coordination and manage-
ment structure created and backed up
by co-operative laws and institutional
support which has the effect of estab-
lishing what may be called an ‘Iranian
Model of Co-operative Development’.
The basis of this model is the govern-
ment objective of raising the share of
the co-operative sector in the GDP from
the present level of estimated 9% to
25% by the year 2020 by diversifying
activities of co-operatives and by trans-
fer of assets to co-operative sectors for
example, housing. This vision deserves
to be noted as a part of the national
strategy to stabilise and expand the co-
operative sector.

Iran has about 1,70,000 co-operatives
of all types employing about 2.2 million
persons like credit co-operatives, pro-
ducers/supply co-operatives, consum-
ers co-operatives, transport, industrial,
handicrafts/carpet manufacturers co-
operatives and also in housing — urban
and rural and small scale mining. For ex-
ample, consumers supply co-operatives
have a strong presence as 11042 soci-
eties with 7,890,209 members serve a
large segment of the society and have
provided 140500 jobs. It may be men-
tioned that the government had recent-
ly created a Justice Share Co-operative
with a huge base of 40 million share-
holders covering all employees of the
government and, therefore, together
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the co-operative sector is vast and a
part of the social mobilisation process
and not just economic or business en-
terprises.

The government provides strong incen-
tives as for example, co-operatives are
allowed 25% tax exemptions and also
a comprehensive system of supervising
supporting and coordinating the work
of the co-operatives. These respon-
sibilities are shared by several nodal
agencies as indicated below under the
overall supervision of Ministry of Co-
operatives, Labour and Social Welfare:

Iran Central Chamber of Co-operatives
(Icce)

Central Organisation of Rural Co-oper-
atives of Iran (CORC)

Central Union of Rural Agriculture Co-
operatives of Iran (CURACI)

Co-operative Development Bank (CDB)

The rural co-operatives are engaged in
diverse fields. There are 29 Oil Seeds
Growers Co-operatives with about
20,000 members/growers linked to
processing mills for extraction of oil.
The importance of these co-operatives
lies in the fact that nearly 80% of ed-
ible oil is imported and the govern-
ment therefore, is trying to increase
domestic output by providing inputs,
credit, training, and technology sup-
port to growers and also some sub-
sidies. For this Qil Research Develop-
ment Corporation has been set up to

2.3

provide comprehensive support to the
growers.

As an umbrella organisation FARDA
provides technology and training sup-
port by running training centres for
training field staff and old technicians
for processing mills. As a result, these
mills are oilseeds growers’ co-opera-
tives driven and the linkage has given
the co-operatives a bargaining power
with the government in the matters of
tariffs and subsidies because without
such a support domestic edible oil pro-
duction could not survive as prices of
foreign oil were cheaper. FARDA also
supports co-operatives in health, edu-
cation and consumer goods.

As of now there are about 6.5 million
members in rural co-operatives oriented
to meet the three basic needs of farm-
ers — productivity increase and storage
as much of the produce is perishable
and marketing. 1300 rural credit co-
operatives have been able to meet crop
loan and term loan needs of farmers
availing the refinance facility from the

The government provides strong

incentives as for example,

co-operatives are allowed

25% tax exemptions and also

a comprehensive system of

supervising supporting and

coordinating the work of the

co-operatives.
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Co-operative Development Bank and
mobilised deposits equivalent to US$
260 million and the repayment of loans
has been satisfactory. The Co-operative
Credit Guarantee Fund, Agricultural In-
vestment Development Fund and Spe-
cial Funds for nomads in developing
their livestock, support the farm lend-
ing programmes. Further, the Govern-
ment schemes for consolidation of land
holdings and the extant policy of reach-
ing an ‘agreed price’ fixed between
the government and the co-operatives
which takes into account the rising
costs of inputs and cultivation cost as
against the earlier system of ‘assured
price’ fixed by the Government have
brought about a sense of economic se-
curity among the farmers and thereby
contributed to the growth of Oil Seed
Grower Co-operatives as profit making
entities. The Green House Sector for pro-
duction of Green House Flower Plants
and Agricultural conversion industries
is organised under co-operatives. In the
animal husbandry sector - Ostrich and
Turkey rearing and production of food
for birds co-operatives have good pros-
pects. Specialised co-operatives for tak-
ing up reclamation of land, provision of
irrigation, raising plantation crops have
been taken up as a part of land reforms
through co-operatives and producers’
co-operatives have provided the market
linkage. The Specialised Co-operatives
come under the Ministry of Agriculture
and are organised into 87 unions of
Agricultural Co-operatives responsible
for monitoring and evaluation of co-
operatives. The Agricultural Co-opera-
tives have 22,000 outlets and employed
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70,000 persons and 290 women’s co-
operatives reflect the involvement of
women in the movement.

The coordination and governance du-
ties in regard to Agricultural Co-oper-
atives have been entrusted to CORC
established by the government as
Joint Stock Company in 1963. Its du-
ties include policy making, planning,
guiding, supporting, supervising and
project appraisal and cover research,
empowerment, intellectual property
rights, monitoring & evaluation of co-
operatives. CORC is an unigue feature
of Iran’s co-operative structure and has
established a rural co-operative network
comprising 6789 rural agricultural and
rural women’s co-operative societies,
395 local regional and national unions
and 3450 agricultural societies with 6.5
million members. This vast network en-
joys advantages such as; extensive legal
capabilities, embodied under the 44th
principle of Constitutional Law and the
4th and 5th Development Plan Policies.
The infrastructural facilities of CORC in-
clude 11567 rural shops, 5000 centres
for purchasing agricultural products and
supplying inputs, 12023 fuel distribution
centres for rural areas, 2613 warehous-
es with 204 million tonnes capacity, 605
plants for winnowing, production, pack-
aging, processing and milk collection
centres and 1053 credit unites. CORC
has created 21000 job opportunities.
This organisation purchases, distributes
and sells agricultural products and in-
puts (fertilisers, seeds, staple goods and
fuel) amounting to 15 million tonnes for
farmers settled in 57202 villages.
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Aggregation of all co-operative du-
ties of Jihad-e-Agricultural ministry to
CORC, legal capacities resulted from
establishment of the agricultural job
system, transferring offices of “Agricul-
ture Utilisation System”” and “Construc-
tive Mobilisation & Agricultural Society
Development”, to this organisation are
major aspects which will result in evolv-
ing CORC in the near future to a domi-
nant role in the co-operative sector.

Since CORC and CURACI (Central Union
of Rural Agricultural Co-operatives of
Iran) deal with the same subject no as-
sessment of the work of CURACI is at-
tempted here. CORC plays the role of an
Apex Body of Rural Co-operatives. Dur-
ing discussion, Iranian officials agreed
with the view that to be viable rural co-
operatives should be large multipurpose
co-operatives comprising of at least 300
members and capable providing a pack-
age of services of credit, input, market-
ing, technology, consumer goods under
one shop and facilities for hosting wed-
ding and such receptions.

The consumer co-operatives in Iran
have a strong presence in urban areas
and to a lesser degree in rural areas. Lo-
cal societies are affiliated to Provincial
Unions which are affiliated to National
Consumer’s Co-operatives of Iran. The
Teachers Consumers Co-operative So-
ciety, Tehran formed by the primary
teachers has 1,80,000 members and
20 branches with a sales turnover of
6.50 billion Tomans in 2010-11. The
combined turnover of all 600 teachers
consumer co-operative societies under
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the Teachers Apex Body of co-opera-
tives was about 650 billion Tomans in
2010-11. The societies add average
margin of 8% while fixing prices which
are much below the printed price and
therefore, commands a dedicated cus-
tomer base. However, obtaining timely
working capital is a problem for con-
sumer co-operatives.

Co-operative Development Bank has
been set up with an initial capital of
US$ 500 million with the object of
supporting co-operatives and has 407
branches and independent counters.
It has sanctioned cumulatively loans/
guarantees and facilities amounting to
US$ 2.7 million and in 2010-11 US$
500 million to co-operatives. Provid-
ing infrastructure for the development
of the co-operative sector and helping
the co-operatives to raise their share
in the national economy are among its
major objectives. CDB charges on aver-
age 11% rate of interest which is rea-
sonable considering the high inflation
in the country. 50% of advances were
made to agriculture and about16% to
housing in 2010-11. The CDB has been
supporting co-operatives outside agri-
culture and engaged in mining which
involved small scale stone quarrying,
copper mining collection and process-
ing of marbles, food processing and in
transport sector in manufacturing of
spare parts for motor vehicles and also
in purchase/leasing of vehicles. CDB is
allowed to sanction up to 30% of its
loans to organisations other than co-
operatives and annually it attracts de-
posits of about US$ 4 million and 65%
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of its sanctioned loan in a year is term
loan. The amount of loan advanced an-
nually is about US$ 500 million. The fi-
nancial statements and the profit and
loss account for the fiscal year ending
March 2011 placed at Annexure XIV
& XV show that the CDB has earned a
net profit.

A notable feature of CDB is its diverse
services which are profit centres. Its
foreign exchange services cover buying
and selling foreign currencies, money
transfers and remittances offering fi-
nancial facilities to export-import sec-
tor, issuance of letter of credit and
guarantee, performing foreign ex-
change transactions pertaining to Re-
finance Contracts.

An unique institution in Iranian co-
operative system is the Iran Central
Chamber of Co-operatives established
under Article 57 of the co-operative
law by the co-operative unions and
societies to represent the co-operative
sector in the Parliament and to func-
tion as a lobby for co-operatives and
coordinating multifarious functions.
These are discharged through 31
chambers of co-operatives in differ-
ent parts of the country and 42 apex
unions. ICCC takes part in the activities
of National Economic Council and For-
eign Investment Committee to project
the perspectives of co-operatives and
also conducts training programme. The
government provides about $ 10 mil-
lion to ICCC as annual grant. ICCC also
raised about $ 4 Million annually from
the affiliated organisations and main-
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tains its autonomous character. On all
policy and major implementation is-
sues ICCC is consulted by the Govern-
ment. Its role is basically supportive of
co-operatives and not supervisory and
its training role is particularly important
towards capacity building.

An overview of the co-operative is not
complete unless one takes into account
the entry of co-operatives in running
hospitals, small scale power generation
plants, irrigation systems, public utili-
ties, education, telecommunications
and special initiatives in housing that
the government has been facilitating in
Iran. During discussion with senior offi-
cials it transpired that transfer of public
assets including infrastructure facili-
ties, to co-operatives and housing for
instance, is a mechanism adopted for
raising the share of co-operatives in the
economy and this, if sustained, could
bring about a state co-operative part-
nership as a major feature of the econ-
omy. It is projected that by 2015, the
share of co-operatives in value added
shares in urban housing will go up from
15% to 40%. Such increase has been
projected for agriculture and transport
co-operatives consisting of owners of
trucks and buses. On the whole, the
total investment in the co-operative
ventures by 2015 is projected to be of
the order of US$ 250 billion of which
US$ 130 billion will come from banks
and US$ 120 billion through the co-
operatives. To raise the management
capacities of co-operatives, profession-
als from outside are being appointed to
large co-operatives and a ‘consortium



approach’ involving private-public ex-
pertise is pooled to provide training to
co-operative personnel.

On specific query about the role of the
inspector in the actual functioning of
co-operatives under Article 29 of the
co-operative law it was clarified that
the inspectors enjoyed no right to in-
terfere in the functioning of the Board
of Directors of a co-operative. As re-
gards the legal framework, it is learnt
that amendments are under consid-
eration of the government which will
allow non-members to contribute up
to 49% of the share capital of a co-
operative though their voting rights
as well as representation in the Board
of Directors will be restricted to 35%.
Prima facie, it appears that this will
bring about a drastic change in the
composition and management of a co-
operative as it will dilute the degree of
control exercised by the members in
the management and decision-making

process though it will widen the mem-
bers base as well as the capital base
of the co-operatives. Much, however,
will depend on how the amended law
is actually implemented.

On the whole, the co-operatives in Iran
reflect a vibrancy and capacity for ex-
pansion largely due to state commit-
ment to co-operatives and the success-
ful effort to establish comprehensive
institutional support system geared to
diversify the spread of co-operatives to
rural and urban areas. There is thus an
Iranian ‘model’ of state supported co-
operative development with a perspec-
tive plan to place co-operatives as a ma-
jor sector of the economy contributing
25% of GDP. In the context of West
Asia’s oil rich economies this ‘model’
has relevance and Iran’s multipurpose,
diversified rural co-operatives linked to
industry as in the case of edible oil hold
lessons for rural farm and non-farm
sectors of neighbouring countries.
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LIST OF OFFICIALS AND COOPERATORS MET DURING STUDY VISITS

1. | Mr. Eichi Honda President and CEO Consumer Co- Tokyo, Japan
operative Kobe
2. | Mr. Katsuya Kida Director Consumer Co- Tokyo, Japan
operative Kobe
Mr. Akira Banzai President JA-ZENCHU Tokyo, Japan
4. | Mr. Nagato Yuzo President Japan Workers Co- | Tokyo, Japan
operative Union
5. | Ms. Yoshiko Yamada | International Relations Japan Workers Co- | Tokyo, Japan
operative Union
6. | Mr. Takako Tsuchiya | International Relations Japan Workers Co- | Tokyo, Japan
operative Union
7. | Mr. Honda Machiko | The Editorial Staff Japan Workers Co- | Tokyo, Japan
operative Union
8. | Mr. Nagato Yuzo President Japan Workers Co- | Tokyo Japan
operative Union
9. | Mr. Toru Fujita President Japan Workers Co- | Tokyo, Japan
operative Union
10. | Mr. Hajme Yoguchi | Executive Director JA-ZENCHU Tokyo, Japan
11. | Mr. Shimamura Chief Researcher Japan Institute Tokyo, Japan
Hiroshi LLD of Co-operative
Research
12. | Mr. Masahiro Specialist International JA-ZENCHU Tokyo, Japan
Matsuda Cooperation Office
13. | Mr. Shuitsu Hino Vice President Japan Health Tokyo, Japan
and Welfare Co-
operative Federation
14. | Mr. Nobuhiro Executive Director Japan Workers Co- | Tokyo, Japan
Furumura operative Union
15. | Mr. Tashima Secretary General Japan Workers Co- | Tokyo, Japan
Yasutoshi operative Union
16. | Mr. Yukata Aqtake | Operating Officer / Japanese Consumers | Tokyo, Japan
General Manager Co-operative Union
Public Relation Office
17. | Mr. Katsumi Asada | President Japanese Consumers | Tokyo, Japan
Co-operative Union
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18. | Mr. Michihiro First Organisation Unit Ministry of Tokyo, Japan
Higuchi Chief, Agricultural Agriculture, Forestry
Division and Fisheries
19. | Mr. Hiroshi Tokubo | Executive Director Japanese Health Tokyo, Japan
and Welfare Co-
operative Federation
20. | Mr. Kuto Kabayeashi | Agricultural Ministry of Tokyo, Japan
Co-operatives Division Agriculture, Forestry
and Fisheries
21. | Mr. Hiroki Tokubo Executive Director Japanese Health Tokyo, Japan
and Welfare Co-
operative Federation
22. | Mr. Haruyoshi Manager, International | Japanese Consumers | Tokyo, Japan
Amano Department Co-operative Union
23. | Gholam Hussein Hon’ble Minister, Faculty | Government of Iran, | Tehran, Iran
Hosseininia, PHD. Member, Tehran University
24. | Mr. M. Momen Member of the Board of | Central Organisation | Tehran, Iran
Safaei Directors for Rural Co-
operatives of Iran
25. | Mr. M. Mohammad | Member of the Board of | Central Organisation | Tehran, Iran
Zadeh Directors for Rural Co-
operatives of Iran
26. | Mr.M.R. Raeisi Nejad | Managing Director Central Union Rural | Tehran, Iran
Member of the Board of | and Agricultural Co-
Directors operatives of Iran
27. | Mr. Ali Hossein General Manager Iranian Cooperators | Tehran, Iran
Shahrivar House
28. | Mr. Rahamatollah Director Manager SCURA Tehran, Iran
Banar
29. | Mr. M. K. Mohamadi | Senior Expert of Iran Central Tehran, Iran
International Affairs Chamber of
Co-operative
30. | Mr. S. Y. Mousavi Foreign Commerce Central Union of Tehran, Iran

Manager

Rural & Agricultural
Co-operatives of
Iran (CURACI)
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31. | Mr. Dariush Pakbin | Secretary General Iran Central Tehran, Iran
Chamber of Co-
operatives
32. | Ms. Sylvia ’Bai Chief Executive Officer | National Manila,
Mahingpit” Okinkay Confederation Philippines
Paraguya of Co-operatives
(NATCCO)
33. | Mr. Emmanuel M. Chairperson, CDA Board of Quezon City,
Santiaguel Administrators Philippines
Co-operative
Development
Authority
34. | Mr. F. E. D. Caingles | Director Institutional Quezon City,
Development Philippines
Department,
Co-operative
Development
Authority
35. | Mr. Rico B. Geron General Manager SOROSORO IBABA | Soroibaba,
Development Co- Batangas City
operative Philippines
36. | Mr. Sunil S. Sirisena | Secretary Ministry of Co- Colombo,
operatives and Sri Lanka
Internal Trade
37. | Mr. Priyantha Additional Secretary Ministry of Co- Colombo,
Mayadunna operatives and Sri Lanka
Internal Trade
38. | Mr. H. N. Bandara Director National Co- Colombo,
operative Council of | Sri Lanka
Sri Lanka
39. | Mr. W. H.. Commissioner of Co- Department of Colombo,
Karunaratha operative Development | Co-operative Sri Lanka
and Registrar of Co- Development,
operative Societies Ministry of
Co-operatives and
Internal Trade
40. | Mr. Sunil Silva General Secretary National Colombo,
Co-operatives Sri Lanka

Council of Sri Lanka
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ANNEXURE-I

ANNEXURE

ANNEXURE - I
9th ICA-AP Co-operative Ministers’ Conference, Bangkok, Thailand
QUESTIONNAIRE
FOR PARTICIPANTS OF THE 8th ICA ~AP CO-OPERATIVE MINISTERS’ CONFERENCE
HELD AT KUALA LUMPUR IN 2007

INTRODUCTION: The 8th ICA-AP Ministers’ Confer-
ence in Kuala Lumpur made six major recommenda-
tions under following heads for consideration and
adoption at the level of the governments and co-op-
eratives to carry out reforms in co-operative policies
and Laws to enable the co-operatives to adapt with
the changing global scenario and to work in all fields
of human endeavour. Please indicate actions taken
on these recommendations in your replies to the
questions placed below. To facilitate your replies, a
set of supplementary questions are also placed which
are explanatory in nature. Kindly send your replies at
savitrisingh@icaroap.coop by 31 October, 2011.

Please find the questions corresponding to the rel-
evant provisions of the Kuala Lumpur Declaration.

Noting the multi dimensional impact of globalization
on socio-economic life of the people of Asia and Pa-
cific and their institutions particularly co-operatives;

Taking note that while globalization and liberalisa-
tion of national economies has resulted in enhanced
economic growth and prosperity, its gains have not
been equitably distributed among the people partic-
ularly the poor and more vulnerable sections of the
community;

Question 1: What is your perception and experience
of multi-dimensional impact of globalization in your
country and how your organisations coped with the
same and particularly the adverse impact on the vul-
nerable sections of the population?

[Related Supplementary Questions at Annexure Il —
Q.1,Q02,Q3,Q.4,Q.5]
Reply

Appreciating the urge of co-operative movement to
participate in the developmental process for harness-
ing the gains of globalization and for taking them to
people for poverty reduction, employment genera-
tion and equitable national development;

Question 2: What have been the gains of globaliza-
tion enabling co-operatives to help poverty reduction
or employment generation?

[Related Supplementary Questions at Annexure Il —
SAME AS ABOVE]

Reply:

Realizing the importance of enabling co-operative
legislation and policies for creating conducive envi-
ronment for development of co-operatives;

Appreciating the role of ICA to continuously facilitat-
ing the dialogue between the co-operatives and the
governments to enhance the role of the co-operatives
for economic growth and prosperity in the region;

We the participants of the 8th Ministers’ conference
on “Co-operative Legislation and Policy” held in Kua-
la Lumpur, Malaysia from 12-15 March 2007:

Urge upon the Governments to catalyze the process
of re-orienting the Co-operative Legislation and Poli-
cy to strengthen apolitical and autonomous character
of co-operatives and to provide a positive level play-
ing field to co-operatives to enable them to compete
in the globalized market.

Question 3: Has the Government initiated any new
measure since the KL Declaration to re-orient the co-
operative Laws and Policies to uphold the autono-
mous and an apolitical character of co-operatives?

[Related Supplementary Questions at Annexure Il —
Q.8,Q.9]
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Reply:

Call upon the Co-operative Movements to contribute
effectively in the process of economic development,
amongst others, by organizing small producers inc