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Ancient Forms of Cooperative Organizations

Cooperation is the very basis of human civilization. The
interdependence and mutual help among human beings have
been the essentials of social life. History tells us that man
cannot successfully live bv himself and for himself a lone. He
IS dependent on others. The spirit of association is essential to
human progress. Therefore, working together is as old as
human society. Since the beginning of the human society, men
have cooperated first in foraging and then in hunting, later in
agriculture and still in alone can achieve. Cooperation Iis
therefore, the basis and essence of human life.

Cooperative Idea in Ancient Times

It is very interesting to trace the origin of cooperative activities
in the early period of civilization. Instances of cooperative
efforts were found in the ancient Egyptian Era. Cooperatives
or quasi- cooperative systems were in existence. The
craftsmen and artisans during the reign of Pharaohs developed
a .ystem of trade, which led to the constitution of associations,
charged with the regulation of the entire trade system during
3100 to 1150 B.C.

Cooperative association existed in ancient Babylonia where the
agricultural classes had cooperative features. Farmers on a
cooperative basis managed large estates. The cooperative
tenant farming was popular during this period. In Babylonia
trade and commerce also was practiced on cooperative method
ol business In order to protect and assist the small farmers and
craftsmen the lean societies were also created.



Instances of cooperative societies were found among the
ancient Greeks, there were s.. many burial bendii societies,
which had legal entity. Assured their members of a burial
place and decent funeral and which was aimed at promotion of
mutual assistance. | here were the religious and cultural
associations, which rendered valuable sendees to their
members b\ undertaking bulk purchase of fuel and beverages
and extending aid to the poor. Ihe association followed open
membership policy and admitted all citizens, slaves, strangers
and even women. The principle of democracy was practiced.
The members themselves managed the affairs of the
associations and the membership meetings were held
frequently. It was found that the workers organized themsehe
into clubs of stonemasons, marble cutters, wrood workers. ivory
workers, potters: fishermen etc. They made payments to sick
members and contracted collectively for specific enterprises.

The first money lending society and savings associations
bearing cooperative features flourished in China during the
Mon Dynasty 200 year before the Christian era. The main
characteristic feature of these ancient Chinese associations was
that they were Ilimited to a small group of members in a
community. The Iimportant sendee rendered by these
associations w'as provisions of loan facilities to members.
The) used to conduct frequent meetings to discuss their
problems. All the members had to attend the meeting

compulsorily.  All those associations strictly followed the
principles of equality and equitv.

In the Roman fra. Collegia, a type of cooperatixe craftsmen
organizations came into prominence. Such organizations were
formed for shoemakers, pot makers, dyers, carpenters,
coppersmiths, goldsmiths and flute plavers. There were also



separate guilds of classical trumpet players. In the Collegium
all the men uere brothers and all the women, sisters and in
some of them the slave could sit at table or council with
treeborn men. Further. Burial Benefit and Craftsmen societies
were also ver> popular during 510 B.C. to 475 A.D.

In the earl\ Christian era also there were some instances of
cooperative experiments. There were number of artisan
societies which extended burial benefits to its members. These
societies raised funds by way of common subscription. It was
said that the artisan societies uere the forerunners of the
modem consumer cooperatives. It was found that due to the
impact of the teachings of Christ, people began to enjoy
personal freedom.

Another type of cooperative effort was found in the barbaric
age (476 to 700 A.D.): people lived in communities for self-
protection from robbery, which was rampant in those days.
Since the main occupation was farming, mostly the farming
operations were also conducted cooperatively.

History tells up that in 600 A.D. the Islamic Faith emphasized
the relative significance of cooperation: and aid to poor persons
formed a matter of the faith. The Islamic Bible thus supported
strongly the idea of cooperation to belter the socio economic
and political conditions of the community.

In the middle age (500 to 1,400 A.D.) the cooperative idea took
more concrete shape. ‘'lhe first notion of self supporting
community. within a state, of which the members would live
together in amity, substituting cooperation for Competition in
the business of getting a living, was probably the monastic idea

in  lurope. fhese guilds were nothing but craftsmen



associations, mostly organized to render specific service, to
their members. They raised common funds, which were
Utilized to pay Itmeial expenses, allowances to physically
handicap and grants to windows. | ater agricultural
cooperatives began to develop particularly in the held of dairy
Stewart (‘. | astern writes in ‘“The Heritage of the past' that the
strips system was found during the middle age. In this strips
svstem, the cultivation was done on a cooperative basis.

Ihe mutual lire insurance cooperatives prevalent in London
and Paris in between 1400 to 1750 A.l). prn\ide further
instances of cooperative activities.

Nevertheless, the roots of cooperation as a formal organization
should he carefully traced. In the opinion ol Prof. Namjoshi.
there are three important sources, which inspired the modern
cooperatives Firstly, they are indirect descendents of
Mediaeval European Guilds Secondly, and they are direct
descendents ol the mutual self-help associations typical |
early industrialization. Ihe third and most interesting root is

the active social experimentation of the IJtopian Societies and
other cooperative leaders.



Genesis of Modern Cooperative Doctrines

Introduction

The post-industrial revolution era witnessed the rising spectre
of misery, destitution and poverty. The advent of the factory
s>stem brought with it many evils such as long hours of work

in over-crowded, ill ventilated factories under in sanitary
conditions, ruthless competition and inhuman exploitation of
wage earners by  capitalists. These 111-effects  of

industrialization made a few. more imaginative among socially
minded persons apply their minds to find alternative to new
capitalistic order based on the doctrine of individualism.
Several social thinkers and reformists, wanted to create a new
social order, a 'New moral world' favourable to the promotion
of human character and happiness. Attempts were made to
evolve alternative systems, which would overcome the existing
iImperfections in the social order and serve as powerful
influence in the remoulding of life in the modem world. In this
situation Robert Owen came as a messiah with certain plans to
reorganise the society on a cooperative basis. The idea soon
caught the imagination of working class. Later on in 18-14 the
movement entered the field of distribution, which proved to be
the turning point in the history of cooperative movement. It
paved way for the establishment of a new economic order,
which provides opportunity, security, and happiness for all.
that 1. Iree from exploitation, misery anti poverty. At this
juncture two streams of cooperative thought developed: one.
which regarded cooperative as an instrument of social
transformation and the other, which viewed it as a practical
business proposition.

Reformist Cooperative Doctrines

|lie Social ideas connected with the [I'Hli century social
reformism and early socialistic thoughts (which came to be



colled ‘'utopian socialism'), constitute * >2> at thought
eommonIN known as Reformist Cooperative Doctrines 1lu

early cooperative thinkers like Robert Owen. Charles Fourier,
Louis Mane and Saint Simon and their lollowers de\eloped
these ideas Actually these reformists had theii forerunners: ilk-
notable among them were P.( Plockboy and John Hellers in
seventeenth century, who bad formulated certain cooperative
principles. However, only alter the advent of Owen and Fourier
in the social scene, the reformist ideas came to influence the
social thought and process greatly. In the words of Irani

Robotka,

The reformist ideas ofcooperation arc those that look
upon it as a means of bringing about a mare or h ss
comprehensive and revolutionary regeneration or
reform of the capitalistic economy; that is, a means 0j
redistributing income anil wealth, eliminating ot
harmonizing conflicts of interest between labour and
industrial management, conflicts between producers
and consumers, and so on.

Ihe early co-operators of this creed, including Robert Owen.
Fourier, Saint-Simon, Proudhon and Louis Blanc, came out
with the idea of creating an improved society through the
foundation ol cooperative association. These men looked upon
cooperatives as social revolution or to abolish property
interests or inequality of fortunes. According to these thinkers
the cooperative movement essentially seeks to bring about
social and economic change through the process of persuasion
and mutual and cooperative el forts in a gradual manner without
undermining the stability ol the existing social and economic
order. In short the Reformist ideology has normative
connotation and implies restructuring of society and

establishing a new social order, alone the lines consistent with
cooperative ideoloev.



Robert Owen (1771-1858). The foremost among the reformists
was Robert Owen. He was an industrialist of England. Being
an educationist and socialist, he was one of the most
outstanding and original thinkers and a great visionary, in the
pre-Rochdale era. His aim was to create a 'new moral world',
free from the e\ils of capitalism and industrialization. Owen's
plan was to create small self-sufficient communities of
producers. In Owen's communities there was neither profit nor
capital. There was no hired labour. Owen, like other reformists,
was evolutionary in his approach. He considered that il would
be possible to transform the capitalist system by evolution, i.e..
without nationalization, without class struggle and without
overthrowing capitalist system.

Charles Fourier. (1772-1837). He was a: cooperative thinker
and idealist of France. While Robert Owen and Dr. King were
propagating cooperative ideology in England. Fourier spread
similar ideas in France. He also emphasised the need for
collective ownership of production and abolition of private
property. He held the view that private trade should be
liquidated, which would be replaced by public joint-stock
companies which would own livestock and other means of
agricultural production. Labour was to be given premium in the
profit distribution so that poor would grow and become equal
t<& the rich. Fourier's reformist ideas were so appealing those
even great radicals like Karl Marx and | ngels "underscored the
greatness of Fourier as a reformist who wanted to transform the
society according to communist principles." Thus Fourier was
regarded as the champion ol improvement of existing social
a stent. lhe Marxist theory has adopted the most progressive
of Fourier's ideas: everybody's right to work, the advantage of
communities, the idea ol competition, and the theory of
education.
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Besides reorganising production, Oil k lciim 1 aimed u
regulating consumption. Hiey also guaranteed housing and
medical care. I ducation and cultural needs were to be satisfied
In the communities lhe communities eoncehed by refomiisi

would aim at collecm isation of economic activity within the
framework ol capitalistic system in order to get the advantage
of both the systems. lhey also include moral and religion-
motivation, as the 'inherent divinity ol man' was the basic faith
upon which the community relation is to he built. | liimatcly
the federation of such autonomous communities. 2000 or 3000
in number will replace the capitalistic system. The following
are the important features of the Reformist Ideology.

First, the reformist ideology' is evolutionary in character h
alms at replacing the capitalist system gradually and den mnot
aim at overthrowing it all ofa sudden.

Second, it advocates the philosophy of collectivism, wherein

the property and the profit will he held by the community and
not by the individuals.

Third, the reformists had an ambitious and lofty' ideal ofdoing
away with the money, exchange and market system which art
considered to be the keystone o fcapitalistic system This is the
reason why they were regarded as socialists. ’

/ out th. they attributed the prevailing conditions oj poverty and
mistiy to llic ncu-conditions of economic relations created by
post-industrial revolution characterised by the imbalance

etween production and consumption, which they sought to
/cl/m y establishing new economic and social relation
betweenindividuals by the united action.

iff1 ~MLT {0 recognised the primacy o fslate in social
affairs and the value ofproperty rights.

Sixth, the Reformists did not contemplate class conflict and JO
approve class struggle as a means for socioeconomic

14



transformation Instead they advocated the philosophy of
‘Social Harmonv'.

Though Robert Owen and Charles Fourier did not trace in
detail, the forms that cooperation was to take, they set out its
fundamental principles: association, voluntarism, democratic
management and social motive. Therefore they could be
considered to be the lathers of cooperation.

Criticisms of the Reformist Doctrines: The Reformist
Cooperative doctrines-came under severe criticism both by the
liberalists of capitalist orientation and the radicals and
communists like Marx and Engels.

The First and foremost criticism against the reformists was that
they hoped to create a new order without dealing with the
world that existed: men were to be transplanted from the world
in which they lived into a new one without experiencing the
difficult sacrifices necessary to accomplish a transition from
the one to the other.

They rejected all political and revolutionary notions and
wished to attain transformation of society by peaceful means
by small experiments, which doomed to fail.

The reformists' plan like Owen's communal colonies
represented a step backward towards self-sufficient
communities ol the past rather than a step in tune with the time
towards specialisation where specialised and differentiated
types of organisations exist for different purposes.

Radicals like Marx's repudiated the Reformists as Utopians far
removed from social realities. Marx considered cooperatives as
incapable of bringing about any social change in a capitalistic
environment.

15



Cooperation as aform oj fastness Organization

| ho reformists of earlier limes belonging to pre-Rochdale ora
sought 10 bring about lar-reaching reforms through cooperative
action but foiled to realize their objective! Nevarthele
cooperation as a new ami noble form of economic organisation
with a social philosophy ol high ordei and a moral content Ito
come to stay, lheir successors had since resorted to other
means. lhey had narrowed down their objective to organise
and run successful business institution for undertaking
specialized functions like supply of consumer article and
dispensation of cheap credit, for instance. I)r W illiam King
(1786-1865) of Brighton. England gave practical hape to
Owen's ideals. Under King's inspiration many cooperative
stores were organised by workers to escape from the
exploitation of "truck-shops™ of factories and private trade
"badges”. Dr. King insisted on the voluntary element of
cooperation. Almost all of the early cooperativ es failed. I inally
a society organized by a group of 28 workers in Rochdale, an
industrial town in England - The Rochdale Society of Equitable
Pioneers - on 21 1December 18-D. proved a successful venture.
Die single factor in their success was the way in which they
absorbed the lessons ol the previous failures.

The ideas ol the Rochdale Pioneers, set forth in the rules of
their society, make up a body ol Principles, popularly known as
the Rochdale Principles. . Ilie ideas were democratic control.
open membership, limited interest on capital, patronage
dividend, cash trading, sale of pure and unadulterated goods.
education of the members, and political and religious
neutrality. None of these eight ideas was individually novel:
but their combination-vvas essentially new. The Rochdale
Pioneers in fact have laid the foundation for the Cooperative

movement, which developed and spread later throughout the
whole world.
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The followers of Owen and Fourier like Dr. King and Rochdale
Pioneers were more pragmatic in their approach and
meticulousls worked out certain rules and methods for
successful organization for running different types of
cooperatives. Following the lead given by Rochdale pioneers,
attempts were made in Europe to form cooperative institutions
at micro-level, setting the objectives pragmatically and without
assiyniny any social or national role for them.

Schulze-Delitzseh (1808 - 1883) founded in Germany credit
cooperatives for urban people from 1850 onwards. Friedrich
Wilhelm Raiffeisen (1818-1888) organised rural credit
cooperatives in Germany from 1854 onwards. Having been
inspired b\ the Consumers' Cooperative Movement, Sir Horace
Plunkett (1854 - 1932) introduced the cooperative form of
organization among farmers in lIreland. 1882 onwards, dairy
cooperatives were organised in Denmark. In Italy, inspired by
German Cooperative Credit Movement, Luzzati organised
urban credit cooperatives from 1866 onwards, and Wollemburg
organised rural credit cooperatives from 1883 onwards.

Ihe pioneers of cooperative movements in various countries
used cooperation as. a form of organization for organizing
weaker section . like workers, consumers, farmers, artisans etc..
for liberating them from the exploitation by stronger groups
like trader.and moneylenders.

Various writers like Victor Humber (1800-1869). Walras
(1X341910). Or.G.I atiLliiel (1873-1953) have also considered
cooperation is a lorm ol organization lor particular purpose.
| hose co-operators belong to the ‘liberal tradition' and
subscribed to the view that cooperation is not a tool for

17



complete transformation oi society but a mwas of doing
business efficiently in a competitive environment. ,V, Prole ,or
lluber ol (iermany la iniiicnipnMi\ "i Raiffeisen and Schulze)
has observed, cooperation is not a threat t< the twisting social
order but a means lor improving tire standard ol living ol the
workers, lie advises conservatives to promote cooperation in
order not to leave it in the hands of revolutionaries. "The
justification of the cooperative movement based on the
Rochdale plan, was no longer that it would revolutionize
society, but that it was one of the most effective means of
reconciling private interest with public good

The co-operators belonging to liberal business tradition place
cooperation in a system dominated by the competition of
capitalist enterprises, or like lauquet. they limit their analysis
to "Cooperative sector", without fixing what pan oiher
capitalist or public enterprises ought to play. Such cooperative'
will operate under the competitive environment and the price
.and market mechanism of the capitalistic system. But. if
cooperation reaches certain stage, it can influence the price and
market behaviour. The cooperative business organization lias
the following specific uses as identified by Wlaras.

/. This kind of approach lo cooperative organization enables
labour to have access to the collective use ofcapital and leach
to afair distribution ofwealth between classes.

2. It increases co-operators' real income h\ enabling them to

seane commodities and. services at fairer price and sell the
results ofcooperative production atfairer price
3. It dislithutes the profit of the enterprise lo the members

which would have otherwise gone to the capitalist middlemen

Ihe cooperatives ol this kind were conceived as organizations
meant to operate at micro-level' among the priman social

18



groups and people belonging to homogenous class or
occupational groups like, farmers, artisans and consumers. The
importance of economic operation and business efficiency was
stressed much. Each cooperative has limited scope and definite
objective within a well-defined area of operation. The
cooperatives are expected to correct the market imperfections,
through vertical and horizontal integration. The liberalists were
pragmatic in assigning a limited role to cooperatives.
According to them the dual role of cooperatives are: to enable
the economicallv weaker sections to become their own
distributors, lenders or employers as the case may be.
eliminating middlemen's profits, and to train them in managing
business on democratic lines.

The Reformist Co-operators |'sthe Liberalists

The Reformist co-operators and those who subscribe to the
liberal business tradition differ in the following respects:

1. The Reformists advocated self-sufficient integrated
communities, which would meet the entire, needs of the
members and eventually transform the society. The latter co-
operators restricted the objectives to meet particular

common needs through specialized functional
associations operating within the framework of the exchange
economy |he scope of these associations was narrowed down
to current tasks which could be more easily implemented

The Reformists contemplated a community of interests in
property and common sharing of benefits within the colonics,
whereas the practical co-operators have built upon a
recognition of individual private property and sharing of
benefits Iin proportion to the - participation in the activities of
the organization

J The Reformists relied upon public-spirited citizens and
philanthropists for capita! But the co-operators recognised the
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need fornumbers themselves provirequired for

the enterprise.

M Reformists contemplated a benevolent adminisimtUm bom
lap ,/,»m whereas co-opcratnrsdevelopingi
luiertl gl nl ihe people In ad<mocrancahi then

own enterprise from below

Despite many dilTerences, ihe Reformists and the piaciical c<
operalors oT later days had a leu common things. Both these
people wanted to achieve a new social system through work.
Both were opposed lo capitalistic system, but did not struggle
against this system and they won members by offering material
advantage. Both of them placed great stress on the moral \alue
of the cooperative organization.

Robert Owenl

Robert Owen (14 May 1771. Newtown. Montgomeryshire.
M i Wales - 17 November 1858) was
a Welsh social reformer and one

of the founders of socialism and

the cooperative movement.

Owen's philosophy, which Karl

Marx would later named as

utopian socialism, was derived

from three fundamental pillars of

his thought. First, he believed

that no one was "responsible for

his will and his own actions'

because "his whole character is

. I- formed independently of
himself. Owen firmly believed that people were the product of

their environment, which fueled his support for education and

1https://en.wikipedia.org wiki Roben Owen
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labour reform. His views made Owen a pioneer in the
promotion of investment in human capital. Owen's second
pillar was his opposition to religion. Owen felt that all religions
were "based on the same absurd imagination” which he said
made mankind "a weak, imbecile animal: a furious bigot and
fanatic: or a miserable hypocrite." However, he did embrace
Spiritualism towards the end of his life. His third pillar said
that he disliked the factor}’ system, and supported the cottage
svstem.

Early life

Owen was born in Newtown. Powys, then a small market town
in Montgomeryshire. Mid Wales. He was the 6th child, out of
7. Here his father had a small business as a saddler and
ironmonger. Owen's mother came from one of the prosperous
farming families: here, young Owen received almost all his
school education, which terminated at the age of ten. After
serving in a draper’s shop for some years, he settled in
Manchester.

Commercial Success in Manchester (17 (00)

lie very rapidly gained success. When only nineteen years of
age he became a manager of a cotton mill where one hundred
people were employed, and by his administrative intelligence
and energy soon made it one of the best establishments of the
kind in Great lirilain. In this factory. Owen used the first bags
ol American sea-islund cotton ever imported into the country:
it wj. the first sea-islund cotton from the Northern States.
Owen aKo made remarl able improvement in the quality of the
cotton spun: and indeed there is no reason to doubt that at this
earl> age he was the first colton-spinner in | nglund. a position
entirely due to his own capacilv and knowledge of the trade. In



1704 or 1795 he became manager and one ol die paitnem o! ih,.
Chorlton Twig! Company at Manchester.

Philanthropy in New Lanark (IMM)

During a visit to Glasgow he fell in love with <aroliiie Dale,
the daughter ol the New Lanark mill's proprietor David Dale.
Owen induced his partners to purchase New | anark, and alter
his marriage with Caroline in September 1799. he set up home
there, lie was manager and part owner ol the mills (Januarv
1810). Encouraged by his great success in the management ol
cotton mills in Manchester, he hoped to conduct New Lanark
on higher principles and focus less on commercial principle-.

The mill of New Lanark had been started in 1785 by Dale and
Richard Arkwright. The water-power afforded bv the falls of
the Clyde made it a great attraction. About two thousand
people had associations with the mills. Live hundred of them
were children who were brought at the age of five or six from
the poorhouses and charities of Edinburgh and Glasgow. The
children had been well treated bv Dale, but the general
condition ol the people was very unsatisfactory. Manv of the
workers were in the lowest levels of the population: theft,
drunkenness, and other vices were common: education and
sanitation were neglected: and most families lived in onlv one
room. lhe respectable country people refused to submit to the
long hours and demoralising drudgery of the mills.

Manv employers operated the truck system, wherebv payment
to the workers was made in part or totallv bv tokens. These
tokens had no value outside the mill owner's "truck shop." The
owners were able to supply shoddy goods to the truck shop and
still charge top prices. A series of "Truck Acts" (1831-1887)
stopped this abuse. The Acts made it an offence not to pa>



employees in common currency. Owen opened a store where
the people could buy goods of sound quality at little more than
cost, and he placed the sale of alcohol under strict supervision.
Me sold quality goods and passed on the savings from the bulk
purchase of goods to the workers. These principles became the
basis for the Co-operative shops in Britain that continue to
trade toda\.

Mis greatest success, however, was in the education of the
young, to which he devoted special attention. He was the
founder of infant schools in Great Britain, especially in
Scotland. Though his reform ideas resemble European reform
ideas of the time, he was likely not influenced by the overseas
views; his ideas of the ideal education were his own.

Though at the beginning he was regarded with suspicion as a
stranger, he soon won the confidence of people. The mills
continued to have great commercial success, but some of
Owen's schemes involved considerable expense, which
displeased his partners. Tired at last of the restrictions imposed
on him b\ men who wished to conduct the business on the
ordinary principles, Owen, in 1813, arranged to hale them
bought out by new found investors. These, who included
Jeremy Bentham and a well-known Quaker. William Allen,
were content to accept just 5% return on their capital, allow ing
Owen a freer scope for his philanthropy. In the same year.
Owen first authored several essays in which he expounded on
the principles which underlay his education philosophy.

Owen had originally been a follower of the classical liberal and
utilitarian Jeremy Bentham. However, as time passed Owen
became more and more socialist, whereas Bentham thought
that free markets (in particular, the rights for workers to move
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and choose their employers) WAL Hee the workers lrom the
cxcess power of the capitalists.

New Lanark itself became a much frequented place ul
pilgrimage for social reformers, statesmen, and royal
personages, including Nicholas, later emperor ol Russia.
According to the unnninious testimony ol all who \isited it.
New Lanark appeared singularly good. Ilie manner ul the
children, bDbrought up wunder his system, were heautifull>
graceful, genial and wunconstrained; health. plenty. and
contentment prevailed; drunkenness was almost unknown. .aid
illegitimacy was extremely rare. lhe relationship between
Owen and his workers remained excellent, and all the
operations of the mill proceeded with the utmost smoothnc
and regularity. The business was a great commercial succev

Plansfor alleviating poverty through Socialism (1 HI 7)

Hitherto Owen’s work had been that of a philanthropist. His
first departure in socialism took place in 1817. and was
embodied in a report communicated to the committee of the
House of Commons on the Poor Law.

| he general misery and stagnation of trade consequent on the
termination ol the Napoleonic Wars was engrossing the
attention of the country. After tracing the special causes
connected with the wars which had led to such a deplorable
state ol things. Owen pointed out that the permanent cause of
distress was to be found in the competition of human labor
with machinery, and that the only effective remedy was the
united action ol men. and the subordination of machinery.

His proposals lor the treatment of poverty were based on these
principles. Communities of about twelve hundred persons each
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should he settled on quantities of land from 1000 to 1500 acres
(4 to 6 km?2), all living in one large building in the form of a
square, with public kitchen and mess-rooms. Each family
should have its own private apartments, and the entire care of
the children till the age of three, after which they should be
brought up by the community, their parents hav ing access to
them at meals and all other proper times.

These communities might be established by individuals, by
parishes, by counties, or by the state; in every case there should
be effective supervision by duly qualilied persons. Work, and
the enjoyment of its results, should be in common. The size of
his community was no doubt partly suggested by his village of
New Lanark; and he soon proceeded to advocate such a scheme
as the best form for the re-organization of society in general.

In its fully developed form - and it cannot be said to have
changed much during Owen's lifetime - it was as follows. Me
considered an association of from 500 to 3000 as the fit
number for a good working community. While mainly
agricultural, it should possess all the best machinery, should
offer every variety of employment, and should, as far as
possible, be self-contained. "As these townships" (as he also
called them) "should increase in number, unions of them
fedcratively united shall be formed in circles of tens, hundreds
and thousands", till thev should embrace the whole world in a
common interest.

Community Experiment in Imcrica (1825)
\i la.i. in 1825, such an experiment was attempted under the

direction ol his disciple. \brain Coinbe. at Orbislon near
Glasgow; and in the next year Owen himself commenced



another u. Ne« ll.rm»ny. Indtonn. U.S.A. Alter .he m.......
oboul iwo >ears, bwh failed completed.

Il orlxs by Owen

1813. A New View Of Society, Essays on the
Formation of Human Character. London.

LSI 5. Observations on the Effect of the Manufacturing
System. 2nd edn. London.

1817. Report to the Committee for the Relief ol the
Manufacturing Poor. In The Life of Robert Owen
written by Ilimsell. 2 \ols. London, 1857-8.

1818. Two memorials behalf of the working ela® ¢ In
| he Life of Robert Owen written b\ Himself, 2 \oL.
London. 1857-8.

1819. An Address to the Master Manufacturers ol Great
Britain. Bolton.

1821. Report to the County of Lanark of a Plan for

relie\ing Public Distress. Glasgow: Glasgow | niversilv
Press.

18 .>. An Explanation ol the Cause of Distress which

pervades the civilized parts ol the world. London.
Paris.

1830. Was one of the founders of the Grand National
Consolidated Trade Union (GNCTU)

1832. An Address to All Classes in the Stale. London

26



« 1849. The Revolution in the Mind and Practice of the
Human Race. London.

Robert Owen wrote numerous works about his svstem. Of

these, the most notable are:
« the New View of Societv

the Report communicated to the Committee on the Poor

Law

the Book of the New Moral World

Revolution in the Mind and Practice of the Human

Race

« Owen's major works are reprinted in (Gregory Claeys.
editor). The Selected Works of Robert Owen (4 vols.
London. Pickering and Chatto. 1993) The Robert Owen
Collection, that includes papers and letters as well as
copies of pamphlets and books by him and about him is
deposited with the National Co-operative Archive. UK

Robert Owen and the Co-operative movement

Robert Owen has been called the 'father of Lnglish Socialism"'.
He was the founder of the Co-opcrative movement and
believed in worker control although he was a high capitalist
himself, lie was the product of self-help and a very practical
man who concentrated on the 'means to the end', lie believed
that it the working man ever was to achieve equality, then the
man must change first - in attitude. Also, the working man had
to know of, believe in and be equipped to light for the cause,
according to Owen. lhis is very much the self-help ethic.
Owen became convinced that the advancement of humankind
could be furthered by the improvement of every individual's
personal environment, lie reasoned that since character was
moulded by circumstances, then improved circumstances
would lead to goodness. Ihe environment at New | anark.
where he tried out his ideas, reflected this philosophy.
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A London ( o-uperativi* Society had been stalled in |

rooms in Burton Street, Burton 1rcsccni. w >ck ciscussi n.
were held. later it transferred to Chancer> lunc where ohn
Stuart Mill. Charles Austen and others had hand-to-hand Ilif his
with the «Owenilesh Ihe ('u-opmtlivi MaguzUh was stalled in
January 1826 and gave accounts of the New Harmony
eommunilN. It was published during the next tliiee year as a
sixpenny monthly. In 1830 the British C'o-operaloi. the Co-
operative Miscellany and other journals that expounded

Owen's theories replaced it.

Also in 1826 the London Co-operative Society was foimed.
with William Lovett as storekeeper. Similar societies were
formed elsewhere, and the British Association lor Promoting
Co-operative Knowledge was founded. All failed within three
to four years because funds had no legal protection although
much of this happened when Owen was in New Harmony.
After 1826 Owen look over the development of Co-operatives,
and pursued three lines of development:

I education
r- storekceping
I Production - the heart of Owenism.

The idea failed in the short-term, but was better organised alter
1844. Many societies were started and Owen began to spread
his ideas through Ilectures and by promoting various
associations: he gave Sunday lectures at the Mechanics’
Institute in Southampton Buildings until people objected. He
then moved to the ‘Institute of the Industrious Classes,’” and to
Burton Street. In 1832 he started the Labour Bazaar. He
believed that the mal-distribution of wealth was the result of
expensive and unnecessary middlemen who were barriers
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between producers and consumers. He advocated 'labour
exchanges' and 'labour bazaars’to eliminate middlemen. Owen
preached two types of co-operation:

I co-operative exchange
I co-operative production

Since 14 April 1832 Owen had published a penny paper called
The Crisis, in June he announced the formation of an
association to promote the exchange of all commodities upon
the ‘only equitable principle’ of giving "equal values of
labour.” To carry out this, an ‘Equitable Labour Exchange’
was opened on 3 September 1832 at a building called the
Bazaar, in Gray’ Inn Road. It had belonged to a man called
Bromley who had pressed Owen to use it for a new society.
Gwen had thought it suitable for his experiment, which had
already been partly set going elsewhere. Any goods might be
deposited in it: "labour notes.” which had been elaborately
contrived to avoid forgery, were given in exchange, and the
goods deposited might be bought in the same currency. The
system was extremely crude and scarcely intelligible. There
was. however, a rush to the exchange. A large amount of
deposits was made and the example was imitated, especially in
Birmingham.

Difficulties soon arose. Bromley made exorbitant claims for
rent though Owen thought that he hud offered his premises free
of charge. Il was decided to move the exchange to Black friars.
In January 1833 Bromley forcibly entered the premises and
Owen paid large sums to settle the matter. Bromley tried to
appropriate the scheme himself, but soon failed. lhe exchange
was moved to Charlotte Street. Iit/.roy Square, where Owen,
helped by his son Robert Dale Owen, continued to lecture for
some time, and a new constitution was framed. It onlv surv ived



lor a short lime; Owen made up a deficiency ol Id.NJii lot
which he held himsell to be morally, though lie wa ii"i vra \

responsible.

Owen's aclivitv continued lor several years, and had a gn.nl
effect in stimulating the co-operative movement in the country
though exciting comparatively little public interct. lie look
part in the seven co-operative congresses, which met between
1830 and 1834; he also took part in the succeeding fourteen
‘socialist congresses' (1835* 1846).



Rochdale Society of Equitable Pioneers

Thirteen of the Original Members of the
Rochdale Equitable Pioneers Society-
Photographed In 1(865.

The Rochdale Society of Equitable Pioneers, founded in 1844,
was an early consumer co-operative, and the lirst lo pay a
patronage dividend, forming the basis for the modem co-
operative movement. Although other cooperatives preceded
them, the Rochdale Pioneers' co-operative became the
prototype for societies in Great Britain. The Rochdale Pioneers
arc most famous for designing the Rochdale Principles, a set of
principles of co-operation that provide the foundation for the
principles on which co-ops around the world operate to this
day Ihe model the Rochdale Pioneers used is a locus of studs
within Co-operative economics.

History

| he Rochdale Society of I quilablc Pioneers was a group of 28
weavers and other artisans in Rochdale. I ngland. that was
formed in 1844. As the mechanization of the Industrial
Revolution was forcing more and more skilled workers into
poverty, these tradesmen decided to band together to open their



own store selling food items they could not otherwise ullord.
With lessons from prioi failed attempts at eo-operalion in
mind, they designed the now famous Rochdale Principles, and
over a period of four months they struggled to pool together
one pound sterling per person lor a toial ol 28 pounds ol
capital. On 21 December 1844, they opened their store with a
very meager selection ol butter, sugar. Hour, oatmeal and a lew
candles. Within three months, they expanded their selection to
include tea and tobacco, and they were soon known for
providing high quality, unadulterated goods 1cn years later,
the British co-operative movement had grown to nearly 1.000
co-operatives.

lhe Pioneers' original store on load | ane was old in 1867 and
but it was later re-purchased by the movement, and opened a a
museum in 1931.The museum resurrected the legal name
Rochdale Equitable Pioneers Society in 1986. the name having
been abandoned by the original co-operative in 1976 on merger
with the Oldham Co-operative.

The Archive for the Co-operative movement in Rochdale is
held by Local Studies. Rochdale Boroughwide Cultural Jrust.
Rochdale Pioneers traded independently until 1991. with name
changes inspired by mergers with neighbouring co-operatives,
as Pioneers from 1976. and Norvvesi Pioneers from 1982. based
in Wythenshawe. Manchester by 1991. In 1991. then Norwesl
Co-operative Society transferred its engagements to 1 nited Co-
operatives, that was run from Rochdale when it in turn

liansleired to the Manchester-based national hybrid society.
The Co-operative Group, in 2007.



Rochclale Principles

These 28 Rochdalians had high hopes and aspirations. They
hoped not only to establish a store for the sale of provisions but
also to acquire homes in which their members might live: to
manufacture articles that the society's members might need as
well as to provide employment: to acquire land on which to
produce products needed b> members: and to employ those
members out of work or those whose wages were very low.
They wanted to "establish a self-supporting home colony of
united interests” and to "arrange the powers of production,
distribution, education and government” in the interest of its
members. And finally. " for the promotion of sobriety a
temperance hotel (was) to be opened in one of the Society's
houses as soon as convenient.” This was. indeed, an ambitious
program, and how different it was from the purposes which
cooperatives today state as their reasons for organizing.

The business practices (later called as Rochdalian Principles).
which these pioneers laid down for operating their store on
load Lane were not individually novel but the combination of
all them are essentially new. These practices were:

1 Capital should be of members own providing and bear a
fixed rale ol interest. (I imited interest on equity capital)

2 Only the purest provisions procurable should be supplied to
members (to do away abominable adulteration of food).

3 lull weight and measures should be given. (Provide
honesty in weighing)

4  Market prices should be charged, and no credit neither
given nor iked (Cash trading: no charge accounts: charge
prevailing prices)

purchases made by each member (Patronage refunds)



6.

10.

| he principles of "One member one Vote' -.hauld pre\ail in
government, and ihe equality ol ithe sexes in mem hei .hip
(democratic control).

Management should he in the hands of officers and a
committee elected periodically by the members.
(Representative government and control ol the coopeiativei
\ definite percentage of profit should he allotted to
education. (Provision for education in cooperation)
Frequent statements and balance sheets hould he presented
to the members (member information)

No inquiry should be made in to the political and religious
opinions of those who apply for membership. (Political and
religious neutrality)
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Herr F.W. Raiffeisen and Herr Franz Schulze

Herr F.W.Raiffeisen

Germany was the first country in the world to apply the
principles of cooperation in the field ol credit. The cooperative
credit movement was started in Germany in the middle of the
19 century. At that time the economic condition of German}
was extremely deplorable and the peasantry and artisans fell
crushed under the heavy weight of indebtedness, famines were
common phenomena. | sury was the order of the day. Ihe Jews
ruled over the market and the poor laborers and farmers had no
w.ly out to buy articles of their requirements from them and
sell their products to them. Ihe Jews were not only buyers and
sellers but moneylenders as well. German peasantry and
ahorers were thus passing bad limes and were almost broken.

llerr F.W Raiffeisen (1818*1888) and Herr Iran/ Schulze
(1809-1883) the two pioneers in this Held took initiative and
started introducing various measures of relief. Ihey started
their schemes at about the same lime but their Held of



epetaiiao »m* « My differs. M I™ ** "«> "o
sulfering* of the people living in ihe ruiul arcus wink Scliulrc

adopted ihe new measures Ibr giving reliefto U.e people hung
In die urban areas. Moil, were convinced lhai ihe lot ol people
could be improved .nil) it they were taken out ol ihe clutches
of the <Jews'. lhey had realized that prouding monetary help
was not a permanent solution and any time, to advene
circumstances, the people could fall a prey to the Jews lienee,
they thought that people should he made to take pan
effectively in any step aimed at ameliorating then condition.
Self-help was considered to be the only way out.

It was Raiffeisen who contributed the maximum to the .pread
of the cooperative movement in Germany. He was the Mayui
of Weyerbusch. lie had witnessed how dishonest moneylenders
created poverty-stricken farmers. Ilis commune was in the grip
of famine. He sought the support of the Government and got
some grain, lie appealed to the people for help. He employed
bakers on wage basis for preparing breads. He also organized a
'‘Poor people's committee' which provided food to the poor
and recovered the loan after the expiry of the specific period In
18-10. he was transferred to 1lammersfield where he organized
‘Union in Aid ol Impoverished farmers'. The funds for this
union were raised on the security ol the rich persons o! the
locality. [Ihis union achieved great success and rescued a
number ol farmers from the jaws of greed\ Jews. Raiffeisen
was then transferred to Illeddesdorf where he set up the
lleddesdorl Beneficent Society whose members were also
well- to- do people. 1lliese people deposited money with the
society on interest. Loans were given to deserving farmers and
artisans lor productive purposes. Although the society was a
grand success. Raitleisen did not like the idea that the poor
people should be at the mercy of the rich. He therefore,
menrolled as members of the society. Accordingly, a new
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society was constituted under the name of ‘Heddesdorf Credit
Union*. The memorable phrase, ‘each for all and all for caclT
was coined there. The movement gained momentum and in a
short time manv credit unions were organized. The Grand
| nion of Rural Cooperatives also known as ’Raiffeisen Union'

was set up in 1877.

Characteristics Features of the Raiffeisen Societies:

10.

Membership was limited to the rural masses, especially
farmers and cultivators.

1 nlimited liability of the members.

Small area of operation.

Small loans were given to the members, which were
recovered over a long period.

| oans were given on the basis of personal security of
the members and only for productive purposes.
Emphasis was on the personal character of the
borrower.

Nominal share capital.
Profit earning was not the motive and even under the

cooperative law only a small portion of profits was
distributed to the members as dividend.

Losses and profits were transferred to the reserve fund
and endowment fund. The endowment fund was
indivisible.

lhe management was honorary.

Emphasis was given to moral as well as material well

being.
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111*rr Iran/ Schulze

\Imci,lull'llj. / Vhg”~Deiuzsch in1 =
¥ {JICI aim

mn ~il\oa rt _ _ _
t 11 11 MjrV. ixivn Schulze was a judge 11 Illis native

n u i Ww town "I Delit/ch. He had seen the
I 1m , .
miserable condition ol the people,
n n ' = n especially of low means, with hi.
in n

own eves. In 1KAM. he organized in

association with his friend Dr.

Bemhardi, a friendly sueid) lox

Relief in sickness and later established an i .-Jati.m «l
shoemakers lor the purchase of raw material. In IKro. he
founded the lirst credit association with the funds provided
those who were well off and who did not require am financial
help. Schulze was conscious of this situation and. therefore lie
emphasized that no one could obtain loan from the association
unless he was its member. Iwo vears later, in 1X52. Schulze
founded a socieil at Delitzsch. which was based on
cooperative principles. He obtained the required capital
through the sale of shares. He was a wonderful propagandist
and his efforts bore fruits quickly. He published book in 1856.
which contained the principles of cooperative banking as
lormulated b> him. Ihe number of banks started b\ him
increased rapidly. and in 1859 organized a congress of these
banks. The congress decided to set up "The General 1 nion of
German Industrial Societies'. He was its director till his death
in 1S8>. He was also responsible for securing from Prussia the

Inst cooperative law in 1867. which later on was made
applicable to the entire countrv.
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Characteristics Features of the Schulze-Delitzsch Societies:

1.

10.

Membership was Ilimited to artisans, industrial
workers and middle class people living in cities and
towns.

Limited liability of the members.

Large area of operation.
The amount of loans ad\anced was bigger and the
period of the repayment was short.

Loans were gilen on the security of tangible assets.
Although Iloans were advanced for productive
purposes, no supervision over the utilization of the
loan was made.
A strong share capital

Profit earning was the chief motive and rale of
dividend was quite high.

Not much emphasis was given to the reserve fund.
Reserve fund was used for making up losses, but it
was required to be made good as soon as possible.
The management was paid.

Ilhe chief concern was with the material well-being
of the members.
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Luigi Lu//atli (March 11, 1841
March 29, 1927) was an Italian
political figure and served as Prime
Minister id Italy between 1910 and
1911. lie was Italy's first Jewish
prime minister, though predecessor
Sydney Sonnino was ol partial
Jewish ancestry.
1le is remembered lor his booh Dio
nullu liherta (God in Freedom), in
which he advocates religious
tolerance. 1lhis provokedan exchange of correspondence
between him and Benedetto Croce

The co-operative movement in Italy. as elsewhere, was
a child ot misery and distress. During the middle ot the last
century. Italy passed through the darkest period of her history.
Poverty and backwardness were at their climax. 1 -urw and
rack-renting were the order of the day. People of small means,
whether labourers or peasants, were the victims ol atrocious
dealings of the moneylenders and the landlords. 1he depression
of 1880 further worsened the situation and pushed the econom>
into the deep ditch of unemployment and falling prices. Lougi
Luzzatti and Dr. Leone Wollemburg were the two great
personalities who broke the vicious circle and took the country
out of poverty and destitution.

What Schulze did for Germany . Luzzatti did for Italy
Luzzatti was a prolessorof economics in an educational
institute at Milan. For some time, he also served as Finance
Minister. Prime Minister and Minister of Agriculture.
Commerce and Industry. He was a wealthv and well-educated
man. lie studied the German co-operative movement and
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having found in it the solution for the ills from which the
Italian economy was suffering those days established urban
credit societies on the pattern of Schulze Delitzsch societies
known as "Banca Popularie” (People's Banks). Dr.
Wollemburg was also a wealth) and educated man. He also
served for some vears as the Finance Minister of Italy. He
started co-operative credit societies in the rural areas on the
lines of Raiffeisen societies, known as "Casse Ruralie" (Rural
Banks).

Characteristics of People's Honks

It was in 1864-65 that Luzzatti started his efforts with the
organisation of a friendly society at Lodi. This society is in
existence even today. In 1866 he established the first co-
operative bank at Milan with a capital of 700 Lire. This capital
was raised by the contributions of his friends and of his own.
The establishment of this bank was followed bv the
establishment of similar hanks all over the country and now
these banks are handling about 1 3 of the total banking
business in the counlry. lhe chief characteristics of these banks
are as follows:

1. fhc membership of these banks is limited only to the
people of middle class living in the towns.

2. The liability is limited.

3. There is no uniform rule for fixing the value of shares.
1vcrv society is left free to use its own discretion. lhe
value of shares, however, ranged between 5 I ire and 50
| ire In the beginning there was no restriction on the
number of shares purchased by n member. However,
the cooperative law restricted the amount of capital
share held by a member at 5.000 Lire.

4. Lmphasis is given on the selection ol onlv honest and
reliable persons as members because | uz/atti thought
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mK., Ite honest people ulways have n heller credit the
Willi Thi" enj in \ie» the lollow.ng method..

arc adopted:

, Selection ” otadc curclull) at the tune u

admission,
Stress is laid on punctual and regular payment,

of loans,
N Regular attendance in meetings is im i; ted upun.
N The uses to which the loans are to he put arc
carefully scrutinised.
A Strict control and supervision is kept un the
business and accounts of the society.
At the lime of granting a loan the pa t dealings
of the members are taken into consideration.

The main source of bank’s funds is deposits.

Ilhe management ol the banks is democratic lieneral
meeting is the supreme authority but the actual
management is done bv un elected hard ol
management. The members of the Hoard are unpaid
Ilhe duy-to-duy transactions of the bank are conducted
by the* paid staff. For special purposes variou> sub-
committees are appointed.

Loans are granted in small amounts and tor short
periods. lhe rate of interest is low. Loans are advanced
on personal security and also against bills til exchange,
advance bills or trade bills. The facilities for the re-
discounting ol these bills are also available.

In the beginning the surplus was distributed according
to the share capital and dividend hunting wvvas not
encouraged, but now the position is different and
a most all societies have started declarinu div idends.



Comparison ii'ith Schulze Delitzsch Societies

We can compare the two system, i e..

the Luzzattian. as under:

Schulze Delitzsch

Ihe liability of some of the
societies is limited while
others unlimited.

The wvalue of a share is
between £ 15 and £ 25 and is
payable in instalments spread
over a long period.

The management of the
banks s paid.

The banks advance loans in
cash. Cash credit is also
sanctioned.

Ihe area of operation IS

limited to one town.

Ihe banks have organised their
central financing institutions.
lnan. are granted only to
members.

1lie lollowers of Schul/sch do
not sec eye to eye with those
of Raiffeisen

lhe rate ol dividend is fixed

No premium is charged while
| msuing shares to new membei

Schulze Delitzsch and

Luzzalti

Banks are established only on
the basis of limited liability.

The value of shares is very
small and ranges between £ 1
and £ 2 and is payable in 10
monthly instalments.

The management is honorary.

The chief channel of credit is
the bills of exchange, adv ance
bills or trade bills.

The area of operation IS
limited to the whole district.
There IS no practice of

establishing central financing
institutions

Loans are also given to non-
members.

lhere is complete harmony
between luzzatti and
Wollemhurg.

lhe rate of dividend is not

fixed
Shores are sold at a premium.

N1



Leone Wollemborg (Me* « '*» ' Au«us' 19
, an iuliin ~ economist and
’ p,Alci.iii llc made significant

contributions to the spread ul
cooperative enleipiises, specifically
rural credit unions and agrieulturul
cooperative banks,

| cone was born in Padua on Marda
-1 1859. At fifteen, he enrolled in ihe
| niversily of Padua and graduated 4
years later in law with a thesis on
autonomous tax municipalities. He had memorized all ol ihe
poems of Heinrich Heine and was studying the works ol
Friedrich Wilhelm Raiffeisen. Leone Wollemborg and a group
of about 30 farm workers and small landowners founded Itab's
first cooperative bank in | oreggia in 1883. Ilhe intent oi the
bank was to help tenants, small landowners, and agricultural
workers to rise from poverty by granting loans at low interest
and with long deadlines. In 1885. he established the monthly

publication Rural Cooperation, which was published until
1904.

As already stated, Ilike Luzzotti. Wollemburg siarte
establishing cooperative bunks in rural areas. The first ban
was established in 188a in his home village known a
Loreggia. To start with, there were only 32 members an
\\ ollemberg was the biggest depositor. There was no shar
capital in the beginning but later on small shares of 10 d. wer
Introduced. 1lhe rale ol interest on loans was kept low a

1.5%. Following are the chief features of the rural bank
established by Wollemberc.
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1. Membership is open to all adults of good moral
character. People who are in the habit of drinking
are not admitted at all. Members are also expected
to read and write.

2. Once the members are admitted. the\ are
encouraged to develop good habits. Cooperative
education is given to them constantly. Emphasis is
laid on punctual payments and better use of money.

3. Wollemberg laid great emphasis on econom> in
expenditure and therefore, management was kept
honorary, lie did not believe in employing paid
staff and that is why he insisted upon the members
to maintain accounts. Consequently, there were
frequent meetings of the Committee.

4. The banks accept deposits in the smallest amounts,
merely for encouraging the habit of thrift and sav ing
among the members.

5. Loans are given to members after a careful scrutiny
of the purpose, security and past dealings. All loans,
to begin with, were given for three months, and
renewals were made only after assuring that the
purpose for which the loans was taken required the
spreading of instalments over a long period. The
rate of interest was generally fixed at 6%.

f* Like the Raiffeisen banks all profits are deposited
into the reserve fund. Since the introduction of the
share capital this practice has been changed.

These banks observe political and religious
neutrality. lhey do not even accept government
subsidies.

| hus. the Casse Ruralie are. in more than one respect, similar

to the Raiffeisen banks. But one also finds certain
dissimilarities between the two: ti) in the case of banks
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established by Wollemberg emphasis is laid on .hon-term
loans to be renewed in fulure whereas in a Railleisen society
stress is laid on long-term loans; (ii) in Railleisen type ..I bank
the amount ol loan is culled back ai a months iiotici it n i\
lound that it has been misused. Dr. NKollemberg has lullilled
this object by adopting the method ol icnewing the loan alier
c\cry three months; (iii) the committee ol management in a
bank organised by Wollemberg 1is larger than that ol a
Railleisen socielv.
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THE CONCEPT OF COOPERATION
J\ hat is Cooperation?

Introduction

The modem conception of cooperation conforms to the view
that it is a special mode of doing business and a distinct type of
business organization. According to Warbasse: "It is a kind of
business and social action which may go o11 side by side with
profit business and with political Government using their
currencies supplementing each of them, and expanding as its
efficiency proves its justification”. Cooperation is applied to
the solution of a wvarietv of economic activities. The
universality of cooperation is widely acclaimed by everybody,
as it is capable of being applied to a wide range of activ ities
such as production, distribution, banking, marketing, housing,
Insurance, etc. It is an organization of the weak and vulnerable
and a means for their self-defence against unequal competition
and economic exploitation. The satisfaction of economic needs
of a group of people who constitute the society bv means of
combined action is the overwhelming objective of a
cooperative organization. Cooperation seeks to remedy the
economic inequality and the evils of concentration of income
and wealth and thereby prevents the exploitation of the weaker
sections by the stronger. It promotes distributive justice and
seeks to establish a fair balance among different factors of
production and just economic relation. Cooperation aims at
organizing primary groups such as producers, consumers,
worker ., etc.. and eliminates middlemen bv establishing direct
ind mutually beneficial relationship between them

Beside ; being an economic entity, a cooperative society is a
moral and social institution as well. Il is olten regarded as a
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religion applied W tains UiUito taer &«*nj° ...
organizations it eschews profit motive .rnJ stands to, sernrc

motive It evokes a sense ol brollierliood and harmony among
s members. |. preaeltes honesty, integrity and a sense ol

fairness in dealing Wilh fallow human beings.

| Ik- spirit of cooperation appeals to higlicr en ,es and icmjUs in
more matured human behavior than conflict and competition
| herelore it is a noble ideology and aims at e a.iHi hm;1a iir.i
sane and civilised society. It lays a road to peace, abundance
both material and moral, for all the citizens.

Definitions

Cooperation in its ordinary sense would mean working
together. Whereas in its technical sense the term would denote
a special mode of doing business, which giles rise to the
formal organization and the methods and techniques associated
with it. The formal cooperation is the framework for people

working together according to certain conditions or principles
which the participants agree to observe.

Attempts have since been made to deline cooperation Vet.
owing to the dillerent shades and dimensions of the concept
and diverse and varying conditions in which cooperation
emerged iIin diHerein countries, it has not been possible I"
e\ol\e a precise and comprehensive definition. lhe fact that
cooperation has emerged out ol adversities and a product ol
obv late difficulties rather than as an embodiment ol distinct
theory ol economic organization. The varyine strands ol
thoughts and shades ot theoretical configuration are horn out ol
diverse experience and unique environment of the country of
their origin. In some countries, it was predominantly identified
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with distributive trade, while in some others it was associated
with working class endeavour to establish their own self-
managed enterprises. In manv other developing countries its
relevance has been great in agricultural and rural development.
The concept of cooperation has therefore been defined by
different authors, giving emphasis to one or other dimensions.
Some of the well-know n definitions arc given below:

C.R-Fay has defined cooperative society as "an association for
the purpose of joint trading originating among the weak and
conducted always in an unselfish spirit, on such terms that all
who are prepared to assume the duties of membership, share in
it> rewards in proportion to the degree in which they make use
of their association".

I his definition is specifically relevant to consumers’
cooperatives and emphasis the principles of patronage
dividend. According to Herne. "Cooperation is the act of
persons, voluntarily united, of utilising their own forces,
resources or both under their mutual management to their
common profit or loss". This definition lays stress on the
principle of voluntary membership. However, the phrase
"common profit or loss" does not reflect the real purpose ol
cooperation. In the words of Charles Gide." A Cooperative is a
grouping ol people pursuing common economic social and
educational aims by means of a business” This definition
highlights the aim of a cooperative organization vi/.. to meet
the common economic needs ol' the members. 11.Culvert
defines cooperation as "a form of organization wherein persons
voluntarily as ociatc together is human beings, on the basis ol
equality, lor the promotion ol economic interests of
ihemselvo." Ihis definition is fairly comprehensive and
reflects the important principles.



Prol Luidlnw has defined cooperanon as an ory.imzaiiuili
which i1he components of ownership, conlrol and use art

inlcuroted In being all vesied in lIhe one Ix>d> o( people the

members." lhis emesses ihe idea ol onnership-conWol-uw
identity.
Kocnraad Verhngcn lias defined cooperation as "an

association of persons (or households), usually ot Ilimited
means, who have agreed to work together on a continuing busn
to pursue one or more common interests and who lor that
purpose have formed an economic organization which is jnintly
controlled and whose costs, risks and benefit. are equitably
shared among the members." 3
| his definition stresses the principles of democratic control and
equitable distribution of surplus, but it is not preci e. .

Prof Paul Lambert's definition is: "A Cooperative society r
an enterprise formed and directed by an association of umtp
applying within itself the rules of democracy, and directly
intended to serve both its owner members and the communiiv
as a whole.” Ihis is also a comprehensive definition and
highlights the principles of member user identity , democratic,
conirol and social aspect of cooperation.

| 10f O. R. Krishnaswami defines cooperation as a voluntary
and democratic association of human beings based on the
equality (of opportunity and control) and equity (of
distribution) and mutuality tor the promotion of their common
Interests as producers and consumers.” lhis definition

cm o ics all essential principles and ideals of cooperation, and
it is applicable to all types of cooperatives.



The definitions of Paul Lambert and Prof O R Kxishnasvvami
highlight the essential nature of cooperation and the core
values of a cooperative organization.

ICA: A cooperative is an autonomous association of persons
united voluntarily to meet their common economic, social and

cultural

needs and aspirations through a jointly- owned and

democratically controlled enterprise.

Explanation

Ihe definition emphasizes the following characteristics of a

U)

Ib)

cooperative:

Ilhe cooperative is autonomous: that is. it is as
independent of government and private firms as
possible.

It is "an association of persons”. This means that
cooperatives are free to define "persons” in any legal
way they choose. Many primary cooperatives around
the world choose only to admit individual human
beings. Many other primary cooperatives admit "legal
persons”, which in many jurisdictions includes
companies, extending to them the same rights as any
other member. Cooperatives at other than primary level
are usually cooperatives whose members are other
cooperatives. In all cases, the membership should
decide how it wishes the cooperative to deal with this
Issue.

' flie pci ons are united voluntarily”. Membership in a
cooperative should not be compulsory. Members should
be free, within the purpose and resources of the

cooperatives, tojoin or to leave.
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(d) “Members «f a cooperative meet thor common
economic, social and cultural needs . Flits pan ..| the
definition emphasize that cooperatives ate organized
In iheir members, lor iheir members. Member neech
may be singular and limited, they ma> be diverse, they
may social and cultural as well as purely economic but
whatever the needs, they are the cciiii.il puiposc im
which the cooperative exists. The term -easpirations'
here denotes strong desire or ambition I'm .id\ ancemeni

(e) "The cooperative is ajointly owned mid dernoei Jticalh
controlled enterprise”. This phrase emphasis that
ownership is distributed among members on u
democratic basis, these two characteristics of
ownership are particularly important in differentiating
cooperatives from other kinds of organizationL. such
capital-controlled firms. Each cooperative is also an
"enterprise” in the sense that it i.s an organized entity,
normally functioning in the market place: it must ~inu
to serve its members clTicicnth and effecir. civ

The Essential Nature of Cooperation

Ihe essential nature ol cooperation as implied from the last two
comprehensive definitions are analysed below:

1. Cooperation is a wuniversal form of organization
Cooperation is a general form of organization and it is
applicable to consumers’ cooperatives, producers’
cooperatives, credit cooperatives, fanning cooperatives,
in ustnal cooperatives, processing cooperatives and
other types of cooperativ es.

2. The Cooperative IS an enterprise. It is enuaeed in a

3CI'x'IM~r°duction.  distribution, sappb*
e in™ or cred*1l- b is not a charitv. It is engaged ina



business relevant to the common economic needs of the
members.

Cooperation is at once an enterprise and an association.
1he enterprise is not separate from the association.
Dr.Fuuquet' develops this idea with great lucidity.
According to him "the cooperative enterprise is
collective." In other words, it is the association that is
an enterprise.”

The cooperation is a service enterprise. The
Cooperative enterprise is not meant for earning profit
for its owners by doing business with others. It is rather
intended to render service to its members by meeting
their common needs as economically and effectivelv as
possible.

Cooperation promotes the welfare of the community as
a whole. Even though the surplus earned by a
cooperative arises out of over-charging members
(consequential to the policy of cost-plus pricing) and it
IS expected to be returned to the member-users in
proportion to their patronage, in practice a major part of
the surplus is used partly for creating reserve funds and
partlv for creating common good fund. The reserve
fund is not shared bv the members at nnv time - even
when the society is wound up. It becomes the social
wealth of the local community. lhe common good fund
is used for any good common purpose ol the
community.

Cooperation is essentially an association of human
beings and not a union of capital. Perhaps cooperation
| ; the only form ol economic organisation which retains
human being .as human beings and which treats capital
as a mere tool in their hands. Ihe rule ol "one member,

one vote" reinforces this idea.
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a cooperative organization IS owned and
democratically controlled by member-user.s. In
cooperative organi/ution, the members and the users a,c
the same. Hie meniber-u er® onmi the organization aw
control it democratically. All members enjoy equal
rights in exercising control, irrc p ctile ol x.mam.ir u
the amounts ol share capital subletihed . em >Thti

system eliminates the opportunity b*r any memher o
small group to gain control over the u»operati\c b\
virtue of his or their share holding Jhat is control b\
capital is eliminated and control is ve led in members
as human beings.

Cooperation eliminates the economic duality timmgli
member-user identitv. Where buyer and seller u
borrower and lender or craftsman and master are iut
different persons, there will be economic conflict
between the two parties and the economically stronger
(i.e.. seller or lender or master) will tend to exploii iht
weaker (i.e.. buyer or borrower or craftsmani
Cooperation eliminates this conllict and exploitaiior
through member-user identity. In a c<'operator
organization the buyer and the %ellcr or the hum'wer
and the lender or the master and the craftsman arc <t

and the same person. Hence there is no exploitation e
one by another.

The Core I nines or Ideals of Cooperation

oopLration is a value-laden concept. The normative element

Pi “ ? erf Ve ,deol°”™ la'J down since the limes ol 'Rochdale
uoneers have remained the core of the cooperatives idenun

andLT c mles "cooperative society's orcam”'"'

operation, which lav dow n the special relation of mend**



among themselves and those between themselves and their
enterprise. The”e are values, which govern the internal nature
of cooperatives. Another set of values governs the external
relation, that is its relation with the societv at larec.

Now let us analyse the core values of cooperation, implied in
the definitions.

| Spontaneity. Cooperation is always voluntary. Compulsion
IS negation of the spirit of cooperation. People join together
t«n the ba>1> of a rational judgement and deliberate choice.
As pointed out by l.dgard Milhaud. "Men may collaborate
under compulsion, they cooperate only in freedom."
Voluntarism is essential for cultivating the spirit of
cooperation: and little will be achieved without the real
spirit of cooperation.

| Homogeneity. People who become members in a
cooperative association have certain common economic
need, which they seek to meet bv means of the common
enterprise. According to Calvert, there can be no successful
cooperation without the common need or some economic
advantage. Everyone joining the society must necessarily
be a user of its services.
Neutrality. Cooperation is neutral to politics, religion, race
and nationality. Membership is available wbhout any
social, political or religious

4 1| nrvcrsalitv  lThe membership in a cooperative 1Is not
restricted to any particular group. It is open to all persons
who can make use of its services.
Mutuality Cooperation is synonymous with solidarity It
I> In organization meant lor mutual self-help. Ilie common
aim create, solidarity, which calls for mutual aid. Ihe
essence of cooperation is that "each shall work for all and
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all shall work for each in the attainment oi their common
need." lhe purpose of cooperation is mutual sen ice.
Equality. ""There can be no cooperation unless it is between
equals"™. Cooperations is a human organization winch grants
equal rights to all members, simply because iliey aic human
beings. Il completely rules out capital urce of pt

and a source ol revenue, hquality implies equal
participation in the organization arid equal opportunity to
make use of the services ol the association.

Democracy’. Cooperative lorm ol oiganizaiil n seeks m
realize democracy in the economic sphere. Ihe democratic
control by the members is ensured by providing equal
opportunity  for everyone to participate in  the
administration and by giving equal voting right' to all
Autonomy. lhe democratic nature of cooperation demands
autonomy, self-determination. The members are in absolute
control and arc the ultimate authority of the entcrpri > |i
means that cooperation would "cease to exi t il It
management policy were directed by a higher authority

| lie control vests in the general body of membership: and
the general body determines the purpose of the
organization, and the basic management policies.
Participation. Cooperation pro\ides institutions! channel
for members' participation. Members have rights to
participate in the process of democratic control, in the
business ol the organization as member-uscrs and in
sharing a part of the surplus equitably and in evaluating the
perlormancc ol the organization. Through such
participation members get training in democracv and
business.

Equity. Cooperation aims at distributive justice, h
cooperative enterprise may derive profit because of its cost-
p us pricing policy. Recognising that this profit arises out
of over-charging member-users. it is civen back to the

KA
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members in proportions to their participation in the
business of the cooperative. It does not distribute the profit
in proportions to capital contributed by members as in a
capitalistic organization. In cooperation, capital is neither a
source of re\enue. nor a source of power.

Frugality : Cooperation places faith in self-help. It is a 'self-
help made effective by organization'. It promotes the habit
of thrift among its members. Thrift is the basis of self-help
and it mu”t precede credit.
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Objectives ooncrution

Cooperation is a universal philosophy. It is tin instrument
through which people In ~u walks ol lik can elkuili.h worl
together in different fields of economic endeavor arid promote
their welfare. lhough cooperation i not .1 panacea ha .ill kinds
of socio-economic problems and ii cannot perlorm miracles, h
Is an effective instrument for uplifting ilk ccmi.miicallv weaker
sections through their own solidarity and collective action Hic
aims and objectives of cooperative* are primanl mt?

This is largely due to the fact that cooperative are organised to
meet the common economic needs ol the member However.
cooperatives, being based on certain moral and ethical values
have social and moral functions and aim at all-sided
development of human beings. Further, the impact d
cooperatives does not confine to their members <>nh. but also
extends to the entire community around them Jhr is
particularly so when cooperatives attain a reasonable level ol
development. Dr.K.K.Saksena exhorts that 'co-operator- musi
shed oil their narrow outlook of economic solidaritv or
economic betterment ol their members. Co-operators should
continue to aim at the development of man. both moralh and

social 1\ through the practice ol better and sound business
ethics."

Ihe ILO hold that the establishment and growth d
cooperatives should be regarded as one of the important
instruments for economic social and cultural development, as

well as human advancement. More specificalh it urces the
development of cooperatives as a means for: *

K 'niPrONing the -economic, social and -cultural
situation of persons of Ilimited resources and
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opportunities as well as encouraging their spirit of
initiative;

I increasing personal and national capital resources
b> the encouragement ol thrilt. by eliminating usur\
and by the sound use of credit;

r- contributing to the economy an increased measure
ol democratic control of economic activity and of
equitable distribution of surplus;

r- increasing national income, export revenues and

employment b\ a fuller utilisation of resources, both

in agriculture and industry;

implementing social policies and supplementing

social services in such fields as housing, health,

education and communication; and

r helping to raise the level of general and technical
knowledge of their members.

The role of cooperatives is much greater in developing
countries than in the developed ones. The cooperatives in these
countries are expected to play a significant role in the
development of not only individual members, but also the
countr) as a whole. In particular, the cooperatives play an
important role in;

« mobilising resources internally,

« providing the benefit of economies of scale to
weaker sections

e providing certain essential services to
population not covered by other programmes.

 Dbuilding institutional framework on a permanent
basis.

« developing human resources through education
and popular participation.
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 introducing competition in the noi*cmpetinu

nun kcts.

In si,on they serve as ihe people's organization ai the grass-
root lew! with acliu- involsement of peopli EM leru ar right
kind of insiilulionnl siruciure for planning and unpleinennng
development programmes. “The role <d cooperatives m
providing this form of involvement a* well as in dc\eloping
specific skills and knowledge, is apparent and explain* wh\. in
spite of all their problems, cooperation remain a popular
development tool."

Thus cooperatives extend their sphere of influence to
economic, social, ethical and political fields ol the nuei} in
which they operate. They make deliberate and con cious ellort
for an all-round development of their members and for
restructuring the society at large.

Economic objective

Ilhe basis for starting a cooperative organization is the
necessity of satisfying a common economic need by mutual
help and mutual effort. Every cooperative has certain specific
economic aim. As an economic entity a cooperative s
primarily responsible for seeking solutions to the common
economic problems of its members. "B\ the satisfaction ol
their common economic need by the cooperalil\e method, the
members are themselves able to improve their economic
conditions and raise themselves from weakness to strength
| bus the cooperative association is a means for the economic
well-being of the members. "It is an economic and legal
instrumentality which or by means of which member units
carry out their purpose 10 conduct ajointly integrated activity '
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Though cooperatives aim at satisfying the needs of their
members through their operations. they also contribute to the
development of the society at large. Thus the economic
objectives of cooperatives are of two types: (a) micro
objectives relevant to the membership group: and (b) macro
objectives relevant to the society at large. Let us analyse these
objectiv es.

Member-related objectives

1 Economic Opportunity. Cooperative organizations
provides opportunity for every individual lo develop to the
highest degree and at the same time contribute lo the
development of the society. Opportunity is provided to all
those lo whom the society will be of use. The de-emphasis
of the role of capital enables everyone to secure easily the
membership which entitles the holder to the services of the
society.

2 Service at fair cost. The primary economic objectives of
a cooperative society is to render economic service like
credit, supply, distribution or marketing at as low cost as
possible, as it does not aim at earning profits for itself.

V Economic Security. A Cooperative society enables
members to continue to be the owners ol their personal
avcts and at the same time curtails acquisitive tendencies.
Ilhe capital contributed by members is not a means lor
multiplying wealth, because the society's prolu cannot be
distributed in proportions to members shareholdings, (hi
the other hand, members gel an equal right of control over
the collective assets of their society. Besides a ( oopciative
association also protects members from possible risks, by
assuming ri collectively.

4 Economic Partnership. Cooperation promotes lellowshtp
and corporate feeling among the members. It is an
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economic enterprise of members based on ihe principle.
"I nun each according to his patronage . Ilhe members can
ill the services ol ihe associaiion according iu then
\arving needs, and share ihe surplus in proportion lo ilieii
patronage, hui all. Irrespective ol differences m
contribuiion and paironage. have equal control ovci the
enterprise. lhus cooperulion isan economic democrat. .

Macro-economic objectives.

Apart from the direct economic role for the benefit ol the
members, cooperatives as a movement makes significant
contribution to the development of larger economy. ol which
they are a part. These macro-economic objectives have widei
impact, extending beyond the confines of their own area "l
operation or membership.

5. Instrument of Economic Planning. ( oopcrame’
facilitate the formulation and implementation ol
economic delelopment programmes. As organizations

with local roots and people's aspirations and -er\c a*

instruments for implementing development
programmes related to agriculture, rural industry.
Public distribution and the like. 1lhe role of

cooperatives in the planning process is much greater in
the countries, which are wedded to the decentralised.
democratic and multi-level planning. Ihe coals ol
planning such as economic decentralisation, regional
balance, equality ol opportunity, growth with justice.

employment generation, etc.. are in conformiiv with the
objectives of cooperatix es.

6. Reduction in Economic inequality. In Capitalist*

a source of power and a source
ot income. Capital owners can gain enormou> economic
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power and multiply wealth simply by makine
Investments in corporate enterprises. They overcharge
customers, earn profits and distribute them to their
shareholders in proportion to their shareholdings. This
IS the root cause for concentration of wealth in a fewer
hands. Cooperation replaces the profit-motive by the
service motive and divests of capital its tentacle, viz..
its right to surplus profit. Thus it eliminates the cause
for concentration of wealth in a fewer hands. It goes
further and adopts the principle of distributive justice. It
may pay a fixed rate of interest on capital. The
remaining surplus is returned to member - users in
proportion to their business with the society. Thus
cooperation aims at equitable distribution of wealth.
Decentralisation of Economy. Cooperatives are small
autonomous units, and they are spread throughout a
country- So thew lead to decentralisation of economy
without sacrificing the benefits of large scale
management and organization.

Increasing Productivity By organising scattered
and unutilized factors of production, cooperatives are
able to increase the production and contribute to the
national income. They bring to fore the Ilatent
productive capacity of the manpower, hitherto
untapped, by providing new skills. They also make
available critical factors of production at fair price and
encourage production by ensuring better returns to
producers. In fact they play significant role in
increasing productivity in agriculture and animal
husbandry in developing countries. In the industrial
front the small-scale and cottage industries can augment
their productivity and achieve the economies ol large-
scale operation without sacrificing their individual
identity and freedom through cooperatives. Industrial
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cooperatives provide improved and economical
institutional arrangements for marketing, storage and
common facilities.

Control of <osi and l‘iice. | win country is lacing tihe
serious problem of ever increasing prices and c..si>
Middlemen exploit ihis situaiion and accelerate this
process, with the result high cost economy ha emerged
e\en in developing countries. Being u er-urtented non-
profit organizations, cooperatives ¢c.m eliminate middle-
men's profit, render service at cost and arrethe n ing
trend in cost and price. The consumer ;md mupph
cooperatives have in fact helped in reducing <i
checking the price line in several countries.

Control of markets Cooperativesare able to e-.ciei €
a balancing function in the free market economies In
the words of Jerry Voorhis, "Cooperation Lan end the
danger of monopoly and concentration ol power, ii Lan
be a safeguard against unhealthy inlljtion and
disastrous deflation and depression. By expanding the
market share the cooperatives can curb the exploitative
and monopolistic tendencies and correct market
imperfections. lhey are a powerful instrument against
monopoly prolit and the expansion and spread ol
cooperatives are bound to create anii-monopob
conditions in the long run. Cooperatives introduce
competition in the noncompetitive market. lhey also
introduce market regulation bv adopting active price
policy i.e., policy ol selling below the market price or
making higher rates of wages to the members for the
abour or price for their produce.

Capital accumulation. Cooperatives accumulate and
consolidate their own lunds from “~hare subscription and

N °KTlIng °* froNls- They also participate in
| ising the community savinos and channel them



tor productive purpose. The Cooperative Banking
Institutions play a signilicant role particularly in
mobilising rural sa\ings where the normal commercial
banking facilities are not available.

12. Diffusion of ownership of Resources. Cooperation
with its insistence on small units and ceiling on
individual’s shareholding favours great diffusion of
ownership ot resources. The resources owned by
cooperatives represent group property subject to
democratic administration for the general welfare of all
the members. This is a higher form of property.
Cooperatives attain this without abolition of private

property.
Social Objectives

Ihe ultimate aim of cooperation is to create a better society.
Man;, of its most ardent apostles look upon it as a sort of social
reform As emphatically stated by British Economist Alfred
Marshall, cooperation alone has both economic and social aims
flail and Watkins declare:

( oopcration has other aims than economic ones. The
earnest cooperator seeks to apply cooperative methods to
all purpose .of social life, and does so because he believes
that in working for the common good, man's highest
qualilie. arc enlightened and developed: and in the
employ mcnl and development ol these qualities the man
himsell becomes a belter man. and the quality ol human

race 1 improved

rhe reformist -octal philosophy ol cooperation outlined above
found deep root - m Ihe heart and soul ol early coopcrators. Ihe
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specific contributions ihe cooperatives can make lor social

progress arc discussed below

1. Training in Self-help. Ihe chief social value < tjw
cooperative organization is that it trains the people to take
Initiative in i .uilang, lo ib'uine responsibility in
administration and direction -aid to create experts Irum
their own ranks to carry on enterprise in their own interest
A significant constructive role of the cooperative
movement in the social field is that it icacht. people tit
administer their own affairs. ]

2. Development of Weaker Sections. C- "jviutive mo\cment
IS an instrument to set right the imbalances in economic
development. It can contribute to reduction ol dr parities u|
income and wealth and at any rate preventing aggravation
of disparities. It serves as a means ol emancipation for
weaker sections who arc victims of lopsided development.
1his orientation towards poor is largely due to the working
class character of cooperation. The social ha r of
cooperation consists of the proletariat who arc the productl
ot capitalistic development and the small peasantry
beleaguered by colonialism, feudalism and oppressive land
tenure system.

Preservation of Dignity of Man. Cooperatives seek to

preserve the dignity of man. "If man is the measure of all

t nn”s. the value ol an Institution must be measured by the

worn of the individuals it create. Cooperative movement

las a ug i value, not merely because it is one ol the many
possible forms of economic organizations, but because it

an e ucatc> a superior kinJ of human bring-
IndEirt™r ?T" OJ/opcralion “PtaM* *e dignity of ike
mndmdual while promoiing fraiemin. It ones eqQalii' of
opportunity and equality of control to all the members



4 Social Harmony. The Conllici in society created b\ the
forces of competition and the class struggle can be
eliminated by cooperative method. One of the aims of
cooperation is to establish harmonious social relation, free
from strife and struggle. One of the purposes of cooperation
IS to place human beings in more harmonious relation with
itnc another. With the development of cooperation, the
class barriers are surmounted or breached, a sense of social
equal it} is more and more diffused to complement the
political equality necessary for democratic government

5 Social Welfare Cooperative movement can be regarded as
the cornerstone of welfare society. 1he movement can take
up a variety of welfare activities including education and
training, housing and consumer protection, further, it can
crce a> a field for leadership development. In the countries
where the cooperative movement is developed "it performs
a variety of functions which would otherwise have to be
undertaken by other forms of collective action initiated by
the Stale or Municipalities."

h Social Change. Egalitarian social order implies the
development of sense of fellowship, social responsibility
among people as against nigged individualism and extreme
selfishness. Cooperation brings about this change.

Ethical Objectives

( "operation a .a mutuality, binds people together by the bond
"I fellow, -hip and by community sentiment. |or the formation
® a cooperative association and also lor its successful working,
larccly element. of character ™l high order such as sense ol
brotherhood and fellowship, love and sacrifice arc essential \s
human being associate on equal terms lor mutual benefits,
they get opportunities for developing unselfishness and
lellow Tip, Cooperation aims at achieving the following ethical
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Altruism Through cooperation, n is possible lor g*

people 10 change I'rom self centered aim lo broader aim:
Ilhe competitive and selfish instincts are subordinated to
higher human values such as catholicity and communitj
feeling. JJ
Human Values <tmpcialion losteis human \aJues wliich
are fundamental lo spiritual wav of life, haul Huber
Cnsselman summarises tlie ethical basis of cooperation in
the following words: "Being organici on the basis n
mutual aid it begets a spirit of neighbor)} helplulness and
charitableness. Cooperation strikes at the

materialism and money madness so characteristic ol this
modern age. Human values become the standard and
criterion in place of dollar value."

J. Morality. Cooperation places moralit} in the i«relie-m «
human action in the most ordinary affairs ol life It is a
pursuit in building human character, and strengthening the
forces  of ethics in socieil. Dishonesty, deceit and
corruption of all forms are discouraged wunder the
cooperative system. Cooperation with its emphasis <n
human dignity, service motive and democratic control
develops in the members moral \alues such
unselfishness, fraternity. sinceritv and loyally. If the
cooperative is to remain true lo itself, these \alues must K

living realities. 1-or these values are "both a condition ad
result of it."

Political Objectives

Cooperatives do have political objectives. Yet. the% have na
succee | ine\o|\ing a universallv acceptable politic
objective.Though the Pioneers considered political ad

I nailnj II> a* one ol the principles of cooperation, it
relevance to the present dav cooperatives is questionable



Today it is not possible to imagine a non-political cooperative
movement in any advanced society. Cooperators and their
organizations do not exist in vacuum. Cooperatives should
therefore collectively take part in the political life of their
respective country and mould the political thought in their

favour. I~he political objectives ol the cooperative movement
can be summarised as below:

1 Strengthen Democracy and l.ihcriy. The cooperative
democracy will reinforce the democratic structure in the
social and political fields. "It is fallacious lo expect
democracy unless we have first built the base of political
democracy under the guidance of leadership that has faith
in democracy , its ideals and objectives." Cooperatives are
an ideal medium for practising decentralised democracy.

they follow "a system of management which would
guarantee absolute control over the operations.”
Cooperators cannot conceive of their societies or
federations managed otherwise than democratically.

2 Develop State Policies. Economic interests and doctrines
play an important role in the shaping of political policy
and the choice of its objectives. As pointed out by ICA
Commission (1966) on Cooperative Principles,
Cooperation, as movement with an economic doctrine ol
I”.own and representing well-delined economic interests,
cannot avoid involvement in allairs ol government.
Cooperative movement should give government the
benefit ol its experience when it is considering economic
policies. Ilie method to be <chosen for political
intervention may range from private representations to
covcrnmcecnt departments and deputations to Ministers to
lobbying in Parliament, agitation among the public. In
choo mg the methods, ilie maximum ol consent and
support among the members should be secured.
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Cooperative movement should n> to inllnente ihe
legislate unJ administrative measures <4 fc
government In its lavour. ta
3. Establish Cooperative Republic- (,1*“- 11 I'K political
objectives of the cooperative movements of seven

countries Is the establishment <j cooperative
commonwealth or Cooperative Republic 1lhis ambitious
political goal can be realised il even conceivable

economic and social activity is organised on cooperative
lines. u
A. Replace State. Some cooperative thinker arc of the view
that when the full potential of cooperation is realised
there may not be any role for the stale: and "as
cooperation expands. State lades” However. *uch goaf
are too idealistic to be of any practical relevance The
foregoing discussions will throw light on the- p< -1hie and
potential role of cooperation in the overall e-eial and
economic development. Nevcrtheles . the capabilities o
cooperatives depend on several factors -uch * ihe level
of development of cooperatives and the political svstent
prevalent in the country concerned. "The precise role
which cooperatives should have in the economic anJ
social development of a country , both in the Hion-run and

long-run is essential1\ a matter for decision bv the
Government concerned.” |

Based on the broad policv each cooperative movement should
lormulate realistic and detailed programmes to achieve the

goals and targets taking into account the present status of the
movement, its strength and limitations.



Evolution of Principles of Co-operation

Introduction

Definition of Principle"

The term “principle”, derived from the Latin word
"Prindpium"” meaning "basis” has different meanings: the
primary idea, a certain thesis, a rule of an organization. The
L.C \ Commission 11966) on Cooperative Principles faced the
problem ol delining the term "principle”. The working
definition adopted by the Commission was: "those practices
which are essential, that is. absolutely indispensable to the
achievement of the Cooperative Movement's purpose”. 1low
tar is it justifiable to identify cooperative principles with any
particular practice? Practices vary according to social and
economic conditions ol countries. If cooperative principles are
nm practices, what are they? According lo W.P. Watkins, the
termer Director ol the ICA. "They are the ideas, inherent in
li-operation, which determine what it is as a mode of action ...
they arc the ideas which it is the purpose of cooperative
activity lo realise ...”. lhey are ideas accepted as invariable
guide to policy or conduct or action of any kind. The ideas
remain constant: the practices vary in response to need and
circumstances So the term “principles"” means ideas, which
determine the character of Cooperation as a form of association
in contra .t with practical rules and methods, which changes in
competitive situation

Ilhe principle. «!' cooperation arise out ol the characteristic
feature; ol cooperation. Cooperation is a form ol economic
organization It i1s voluntary and democratic association ol
human beine bas.d on equality (ol control and opportunity)
and equity (of di trihulion of surplus), for the promotion of



llieir interesl*. Solidarity, democratic control, mutuality ,,r
Se-lf—help through mutual help, voluntarism, equality ad
sdrvloe motive are it* characteristic fisMures. lhe principles O]
cooperaiion arc based on these features. ««l

Structural anil limittana!

Professor llen/ler of (iermany classifies coopcrame principle
into structural and functional principles. Principle , like ilk
principle of democratic control, which arc meant lo a eLire a
purposeful structure of the cooperative, mas be regarded &
structural principles. "Principles governing coopeiatiu
management, price and credit policy and the appropriation o
surplus, that is, principles which determine the methods o
standards of cooperative procedure” mas be called funcii'na
principles. While the structural principles arc comm< n m

types of cooperatises, different functional principles uppl; t
different types of cooperatives. 1

Evolution of Cooperative Principles

Introduction |

Ilhe idea ol cooperation is older than man himself. B*i
cooperation, as a form ol economic organization, is ol reccn |
origin. lhe early nineteenth century was a period <
considerable stress and strain in England. Great changes toi'ri
pace in the economic system with consequent social effect-'
he introduction of the steam engine and the mechanization c |
processes revolutionized industry. Factor* system
1 3 uction came into existence. The societv became dbids-
two classes - capitalist - emplo\ers and wage-eam”r



workers. A Dblind capitalistic system of ecoiSSiny emerged It
was a system based on profit-motive. It promoted social evils
selfishness and exploitation of man by man. "The developinii
capitalism devoured greedily and indiscriminately the lives of
men. women boys and girls" and squeezed "the life juices of

men. women and children into the Dbrimming vats of
industrialism."

The evils of the capitalistic system made the social thinkers
like Robert Owen (1771-1858) of England and Charles Fourier
11772-1837) of France to think of an alternative better system
ol economy. They visualized an ideal form of society based on
cooperation and mutual help instead of competition and
exploitation of man by man. Ilhough these historic figures did
not trace in detail the forms that cooperation was to lake, they
et out its fundamental principles: association, voluntary nature
of cooperation, democratic government of the enterprise and
social motive.

Iheir followers, being inspired by their ideals and doctrines,
haped the cooperative form of enterprise. For instance. Dr.
William King (1786-1865) of England gave practical guidance
lo Iran late Owen's ideas into action. I'ndcr his inspiration,
many cooperative stores were organized by workers lo escape
from the exploitation of “truck-shops™ of factories and private-
trader- badger While <Kvcn's ideals were more exalted and
millennial. f)r King's teachings were more practical Ilhus he
wa nearer than ()wen to the practical ideas ol Rochdale

Cooperation which eamc later".

| lie dream ol (>wen. \ iz . creation ol a new moral world based
on cooperation did not become mreality, but cooperation a> a
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new and noble form ol economic orgum/uimn wuh : :>uug
phi of high orJcr nnd 0 moral *niem has come m
Mm. ..., ic organized in lire 1830s rnd al ol

,hem failed \nd finally a «oci*y organized by a group ol
K workers ol Rochdale. an industrial town m | upland proved
a successful venture. |Ilie single factor in their success was the
wav in Which ihe\ absorbed Illw lessons o( Uie previous

riil nii*s

Rochdale Print'/Ac\

Ihese Pioneers, registered their socict) 1lie Rochdale
soviet) of Pquilable Pioneers" tin 24 October 1X44. and began
business on 21 December 1X44. Ibis i, aid lo be the true

beginning of tihe modem cooperati\e molement The ideas ol
ilhe Rochdale Pioneers sei forth in ihe rule oi their societ\.
made up a bod) of Principles. popularl> known a ihe

Rochdale Principles thai have since inspired the C""peramc
Movement throughout the world. The-e idea  were
democratic control, open membership, limited intcre i on

capital, patronage dividend, cash trading, sale of puie and
unadulterated goods, education of the member- and political
and religious neutrality. None ol these ideas was indi\idua.ll}

novel: but their combination was essential!) new. Ihis was the
originality of the pioneers.

Ihese Pioneers organized their society as a revolt against the
unscrupulous practices ol the truck-shops ol their cmpkwcirs
and the petty capitalist groceries. “The rules of their
association, therefore. hale a relc\ance to the circumstances in

se for which the)
rules lor sunwal
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the course of decades, as social historians began to look
back on the performance and achievements of the Pioneer
(hej set out tn thetr writing what they considered to he

es-enttal Rochdale Principles. [he selection and particular
formulations were ol the historians” makinu.

1937 Committee

In course of time, cooperative movement spread to various
countries such as Germany. lItaly. Denmark, etc.. and various
torms or cooperation were developed. How far the Rochdale
Principles, which were evolved in the 1840s for Consumers"
Cooperative, were applicable in the present time and to various
other torms of cooperation such as producers" societies, credit
societies and industrial cooperatives ' lhis question received
the attention of the International Cooperative Alliance (1.C.A.).
\t the Vienna Congress of the I.C.A.. in 1930. the Central

Committee was asked to appoint a Special Committee to
c amine the conditions in which the Rochdale Principles were

applied in the member countries and to state these principles in
their final form. Ihis special Committee was formed in 1934
at the london ( ongrcss ul the ILLC.A. Ihe Paris Congress id"
‘held \ approved its report entitled “The Present \pplication

the Rochdale Principles of Cooperation"’ in 1937.

[In . Special Committee came lo the conclusion that the
lulluvvine even principle , may lie considered a* the essential

principles of (he Rochdale Pioneers:

(>pen membership
[)tmoerntic control



Distribution ol ilic surplus W the mem tw in

to their transactions
| united interest « 1 capital
Political and religion* neutrality*

Cush trading and
o Promotion ol education

The eighth principle, viz.. the suppl> of pure unadulterated
goods was omitted, as this could be taken for granted in these
duls in \'iew of the adoption ol protective legislation in \arious
countries. Nevertheless cooperatives have to continue to make
a contribution in dealing with the problem of adulteration and
unfair weights and measures, and in order to do this the ethics
of their business must be invariably higher than that the law
requires.

The Committee fell that there should be some discrimination in
the importance to be attached to the above seven principle- in
deciding the essential character of a cooperative M*cietv It
therefore, suggested, that the lirst four principles (open
membership, democratic control, distribution u) the surplus in
proportion to their transactions, limited interest <n capital)
ought to be regarded as obligator) and their observance a>
essential to the cooperative character of anv society. In ihe
opinion of the committee, the remaining three Principles.
W hile undoubtedly part o the Rochdale System, are. however.
not a condition for membership of the I.C. V" 1he Coinnuuee
preterred to regard these three practices as "essential methods
ol action and organization rather than standards, the non-

observance ol \\liich would destrov the cooperative character
olusocietyv."”



Conditions o f Change

Since iVv.? mucn _
unaer me bridge The

socio-economic and political conditions of various' nations

changed and the cooperatives had to adapt themselves to T
changing situations. Under the stress of a revolution in
distributive trade, mans cooperative organization encountered
ditliculties in maintaining their traditional practices In the
developing regions the young cooperative movements had still
to reach their Ilull capacity to implement the movement's
principles and apply them in their special economic and social
setting.

Further, important changes hale taken place in technolog) and
management. Ilhe world appears to stand on the threshold of a
new and more comprehensive industrial revolution. The
cooperatives should, therefore, expand their scope from mere
detence ol group interests to a positive contribution to the
welfare ol their members in an expanding economic system.
The movement cannot remain content with the familiar
organization of the past but new patterns have become
necessary. Accordingly wvast structural changes involving
con .olidation. concentration and integration are taking place in
a number of cooperative movements. In this context, the need
lor guidance in matters of principles-the need to distinguish,
which principles are essential and must be maintained, which
may be varied, discarded or added according to circumstances®

" 1.keenly felt. 1Ini the need lor a review ol the principles of

f oopermion was recognised. | his matter was. therefore.

diseased of the lucnlv-second ( ongre s ol the L( V. in
1% 1
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H)(iU ( oninussimi

In the above (onj|n ¢ icsoluiion adopted which
provided lor the appointment ol a Commission u. stud\
cooi™crniiNc principle. In accordance with 1liis itsolution. tin
ccrural Committee ol 1ihc I ( -3 appointed in I*-j d
( ommission mi ( oopcialive I’rineipk Jhi.<ommission Wy
empowered u» study which “1 the principlt , <4 the Rochdale
Pioneers retained their importance at the present time and
which should be changed, and how. in order to contribute in
the best manner to the fulfilment ol the la K>"I the cooperative
movement; and finally, which of the principle had lo 1 ilicn
importance and should be substituted by others. | lie
Commission was also empowered to formulaic ne principles
If necessary. lhis Commission reported to the Iwenty-third
Congress ol the 1.C.A. held at Vienna in 1966 and the Congiess
accepted the report.

| his commission reaflirmed the first four principle in a fuller
form, adopted "the promotion ol Cooperative I ducai;mf a the
filth principle and added a new principle-prineiple ol growth:
Cooperation among cooperatives”. Thus the Commission
considered the lollowing "as essential to genuine and effective

cooperative practice both at the present time and in the future
as lar as that can be foreseen.”

1 \ oluntary and open membership.

2. Democratic administration.

3. Limited interest on Capital.

, “bul'l,n ol die surplus to the members in proportion
to their transactions.

5. Cooperative education and
6- CooPeralion among cooperatives.



These are general principles, which should be observed by
cooperatives ot all types and in all social and economic
systems. lhe Commission did not draw a distinction ol dearee
ol validity between these essential principles, and so did not
give, like the 1937 Committee, some principles a higher
priority than others. To quote the Commission. "All possess
equal authority and... must be equally observed." They form a
system and are inseparable... They... should be observed in
their entirely by all Cooperatives.”

Statement on the Cooperative Identity — 1995

There has been a concern among Cooperators in recent years
that there has been serious erosion in the values of cooperation
and the same was echoed in ICA Tokyo congress held in 1992.
The congress therefore recommenced the ICA Executive
Committee to initiate the process to review the current ICA
Cooperative Principles as amended in 1966 and make
recommendation for the possible change. |I)r lan Macpherson
was asked to coordinate the review of Cooperative principles
and he submitted the draft including the statement of
Cooperative identity in 1994. which was approved by ICA
General Assembly in  Manchester in September 1995.
Following is the text:

Definition

\ cooperative is an autonomous association of persons united
voluntarily to meet their common economic, social and cultural
needs and aspirations through a jointly owned and
democratically controlled enterprise



L 1iinnnes

cmuop'rvlives are basedatte ol

rnnomihilil) ,ta « racy. equality.i
tin- tradition ol ilwir founders, cooperative memhci s hclttu m

the ethical values of honesty, openness so, tat responsibility
anil caring for others.

Principles

I'1 Principle: Voluntary and Open Membership

Cooperatives are voluntur) organizations, open to all persons
able to use their services and willing to accept the
responsibilities to membership, without gender, social political,
or religious discrimination. :dM

2,U Principle: Democratic Member control

Cooperatives are democratic organizations controlled by Uieii
members, who actively participate in setting their policies anJ
making decisions. Men and women serving as elected
representatives are accountable to the membership In primary
cooperatives members have equal voting rights (one member,

one vote), and cooperatives at other levels are also organized in
a democratic manner.

3 lrinciplc: Member Economic Participation

Members contribute equitably to, and democraticallv control,
the capital ol their cooperative. At least pan of the assets is

usually the common property of the cooperative  Members
usually receive limited compensation, if am. on capital
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subscribed as a condition of membership. Members allocate
surpluses tor an> or all oi the following purposes: developin‘i
the cooperative, possibly by setting up reserves part (ftwhich at
least would be indivisible: benefiting members in proportion to

their transactions with the cooperative: and supportin'.: other
activities approved bv the membership.

4™ Principle: Autonomy and Independence

Cooperatives are autonomous, sell-help organizations
controlled bv their members. Il they enter into agreements
with other organizations, including governments, or raise
capital from external sources, they do so on terms that ensure
democratic control by their members and maintain their
cooperative autonomy.

>1 Principle: Education, Training and Information

Cooperatives provide education and training for their members,
elected representatives, managers and employees so they can
contribute effectively to the development of their cooperativ es,
rhey inform the general public-particularly young people and
opinion leaders-aboul the nature and benefits of cooperation.

> Principle: ( oopcrntion among Cooperatives

Cooperative', serve their members most cllectively and
lengthen the cooperative movement by working logethci
through local, national, regional and international stmctmes.

Principle: ( oncern for ( ommunity
Cooperatives work lor the sustainable development ol their
1"mmunities through polities approved by their membeis.

Si



Cooperative Principles arc more than commandments. they arc
iIlso guidelines mr judging behavior and lor making decisions.
H is not enough to ask if o cooperative is following die letter ,.|
ihc principles; it is important to know H H is lolluvsing ihc.r
spirit if the vision each principle allordv individual i\ and
collectively, ingrained in the daily activities of the cooperative

lhe principles that form the heart ol cooperatives arc not
independent of each other. They subtly linked; when one is
ignored, all are diminished. Cooperatives should not be judged
exclusively on the basis of any one principle; rather. they
should be evaluated on how well they adhere to the principles
In their entirely.

I. The “I oluiitury™ and Open Membership Principle:

Voluntary principle implies that people cannot be nude b> be
cooperators; they must be given the opportunity to study and
understand the values for which cooperatives stand. They muM
be allowed to participate freely. If membership is I"rced. such

members should be involved so that they develop voluntary
attitude. n

Open Membership means that cooperative is open to all
persons who need and are able to wuse the services o
cooperatives and willing to accept the responsibilities td
membership without any artilicial discrimination. But where
cooperatives are lor specific purpose, e.u., housing, there mu)
be understandable and acceptable reasons «h> cooperative ma>



impose a limit on membership. “Willing to accept

responsibilities ot membership." reminds members that the\
have obligations to their cooperative.

2. Democratic Member Control Principle:

Within cooperatives “democracy" includes considerations of
rights and responsibilities. It means fostering the spirit of
democracy within cooperatives. “Controlled by the members"
mean members participating in setting the policies and making
decisions. It means members ultimately control their
cooperatives and they do so in democratic manner.
"Accountable to membership” phrase reminds elected
representatives that they hold their office in trust of the
immediate and long-term benefits of members. Cooperatives
“belong to members” and not to elected officials. Elected
officials are accountable to members. They are Trustees on
behalfof members.

Member control also prohibits a non-member becoming office
hearer through nomination to the Board b\ the Government or
through process of cooption.

J. \femher Economic Participation Principle:

In cooperative, capital is servant and not master of
organization. Cooperatives exist to serve the needs ol
members, this principle describes how members both invest in
iheir cooperatives anil decide how to allocate surpluses.
Members can contribute capital in three ways \ i/.. ill Slnue
capital. (2) Reserves; which is owned collectively. (')
Depositing their part of their dividend and on special request

lor specific activ ity.



uMnomymullmlepemlencePrimiph:

Cooperaiivo in .'ll parts "I 'he world arc \er> mud. uflc€led
In ,licir relationship with the ®m"** Ciuvemmenl dt'crr . 1C
iIJujslatitc framework within wind' cooperates mu> luncuun.

Iheir taxation. economic* and social ioliiie government
[IU\ be helpful »r harmful in how the) relate to cooperative’
| or that reason all cooperatives must he vigilant in developing
open, clear relationship with governments When cooperatives
enter into agreement with organizations, they mu t retain their
freedom ultimately to control their lulure.

5. Educations, Training and Information Principle:

The Principle emphasizes the vital importance played by
education and training within cooperatives. Education mean>
more than just distributing information or encouraging
patronage, it means engaging the minds ol' member-, elected
leaders, managers and employees to comprehend Ilully the
complexities and richness of cooperative thought and action
Training means making sure that all those who are a.->"tiated
with cooperatives have the skills they require in order to earn
out their responsibilities effectively. | ducation and Training
are also important, because they provide excellent
opportunities where by cooperative leaders can understand the
needs ol their membership. Ihey should be conducted in sucli a
way that they continuously access the activities ol the
cooperatives and suggest ways to improve or to provide nJ"
services. A cooperative that encourages effective two-way
communication between its members and leaders, wink
operative in an eltective manner, can rarely fail.

The principle ends by recognizing that cooperatives have d
lanten at responsibility to inform young people and opinu%

eduo i? 20 U Llanb* Putbhc servants, media representative.* &
cr,. a out the nature and benefits of cooperation.



. Cooperation among Cooperatives Principle:

Cooperatives must also recognize the necessity of
strengthening their support organizations and activities'. It is
crucially important tor dillerent kinds of cooperatives to join
together when speaking to government or promoting the
cooperative way to the public. In order to build an integrated
cooperative system it is necessary that cooperatives should

cooperate among themselves. They should not compete with
their own constituent members.

“. Concernfor Community Principle:

Cooperatives are organizations that generally exist for the
benefit of their members. Cooperatives have special
responsibility to ensure that the development of their
communitv-economieallv. social Iv and cultiirallv - is sustained.
They have the responsibility to work steadily, for the
environmental protection of these communities. It is up to the
members, though, to decide how deep and in what specific
ways a cooperative should make its contributions to their

community.

explanation for the Statement on Cooperative \ allies

(i) Selfhelp: It means one should try to solve his problems
with his own efforts, means and resources available. But sell-
help succeeds only up to a point. Ihcrelorc it needs joint
efforts with those who have the same problem. Ihey can poo
null resources and means, so that

In-group individual becomes more powerful. he Icains.wii i
e'perience of other fellow . .. this becomes mutual s« | te |



s,li-hclp and mulual-help promote cooperative spirit and |,,
10 success olooopctratives.

. ,/JiTi/ie 1 vciv office-bearer. member ol livard

Jy ]S or management musi ulu « possibility |

, actions, lor the ac.iv ity as whole and loritsunpt,

;,an  SimilaiK each member ol copci.mve should realm

and lcccpl his responsibility towards cooperative and cummn
| ‘1, it \ cooperative can achieve us object and progre*.
»»N when everyone involved in its functioning. including
employees, leei his accountability and discharge Ins
responsibility with commitment, dedication and incerin
purpose. lhis is what the Rochdale Pioneers demonstrated and

iIiew\ succeeded.

(iii) Democracy: Democracy is a basiC value of cooperative*
In the context of cooperatives, the essence ul dcnu'trjcy is
"conscious decision based on freewill .  Conscious
decision means understanding the logic or rationale "i taking
decisions and be aware of the possible consequences ol the
decisions and their impact on individual and institution-
"Freewill' means no forcing of the decision from outside
“Participation is an integral aspect of democracy
Participation includes attending general body board meetings
actively giving once opinion on various matters and issues
affecting the society. It also encompasses participation in
strengthening internal finance and business.

(iv) liquidity: Equality means equal right and opportunity*
right t1 participation, a right to be informed, a right to
heard, a right to be involved in the decision making.

are to be associated as equal as possible, vvithout any kin 1
discrimination of gender, religion. caste. creed, race, amount
start capital contribution, deposits, political affiliation



nut is why one member one vote is the principle, which
establishes equality.

(v) Equity: It refers to how members are treated within a
cooperative. It means that members should be treated equal in
how they are rewarded lor their participation in the cooperative
normally through patronage dividends, allocations to capital

reserves in their name or reductions in charges. Equity ensures
social justice.

I\i) Solidarity: It is an important base of cooperatives.
Solidarity is collectivity. Management have the responsibility
to ensure that all members arc treated as fairly as possible, that
the general interest is always kept in mind, that there is
consistent effort to deal with employees (members or non-
members). as well as the non-members. It also means that a
cooperative has a responsibility for the collective interest of its
members. It indicates that societies financial and social assets
belong to the group, being the result of joint efforts and
participation. Solidarity also means that cooperatives and
Cooperators stand together. lhey work together to resent a
common entity before the public and government.

(vii) Honesty: This is most important lor survival ol
cooperatives. Rochdale Pioneers had a special commitment to
honesty. Indeed, their identity in the market was distinguished
partly because they insisted upon honest business-honest
measurement, high quality and fair prices. Cooporutives ideal is
honest dealing with members and 1i011-members. Ihcieloie.
cooperatives have a bias towards openness. lhey regulaily
reveal to their members and others inhumation idating to then
performance. Scope ol honesty is much wider 1l cooperatives
than what generally is understood. 10r individual honesty 1
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monetary honaty only, but also honesty ol thoughts,
commitments, behaviour and condiki. no iypouil\l m
falsehood. nounderhand dealings or Jal.sepiomises. no
dishonesty in elections. In cooperates honesty also
encompasses correct maintenance ol ueeounts jik! balance
sheet, correct inlomiaiion to members, objectivity and lahness
in personal matters. It prohibits undue HtVOUIJS ol flfl) find to
anyone. Individual Cooperalors honesty, busine , honesty and
managerial honesty brighten the image of cooperate' and
their identity . Without honesty cooperative >have no cause to
exist, no future to sustain themselves. Cooperatives will be in
peril and danger of self liquidation without honesty.

(\iii) Openness: It means that cooperatr.c- are open to
members of communit\ they serve. They have a commitment
to serve and assist individuals in helping themselves.

(i\) Social Responsibility: In fact Social Responsibility and
caring for others are overlapping concepts. It means that
cooperatives should move beyond caring for members only.
| hey should financially assist or organize activities beneficial

to the entire community. However, such activities can be taken
up when cooperatives have surplus.

(x) Caringfor others: It means take interest in and care about
other  people. lhis concept stems  from humanism

Cooperatives aie humane by nature though their main concern
IS to achiev e economic object.
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a ue concepts can be only in an individual who is an
pluralist, self-denials, large-hearted, broad minded

a Ole all a humanist, whose eyes become wet seeing
[LrS sufferings; whose conscience revolts seeing others
htin, exploited; whose heart throbs seeing the destitute and
the oppressed; who gets happiness and satisfaction in helping
others. To such people cooperation becomes a mission and

nnans to solve problems and enable the weak to become
collectively strong.
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( oupenitioli ;is an Association

Introduction

Cooperation has twin element!. li mas be identified as a human
association as well as an economic enterprise Pawl lluki
C'asselman explains this dual aspect ol cooperation in the

following words:

Cooperation is an economic system with a .ocial content It
idealism has both economic and social elements. lhe ccunoinic
ideals affect the business enterprise, its methods and
operations. lhe social ideals have a direct bearing on the
association of persons comprising the society, particular!}. us
they affect membership and personnel relation-. - the idea
concerning human relations and those ol uni'cr ality.
democracy. liberty. fraternity, units and ol self-help.

The predominance of either of the two depends upon whether
we treat cooperatives as instruments ol social wuplilt ui
economic change. Dr. lauquet distinguishes the two elements
In cooperative institutions the association or socialelement and
the undertaking or the economic element. According to him
cooperation is "an association of persons who have recognised
and continue to recognise the similarity of certain ol their
needs and possibility ol satisfying such needs bv common
undertaking”. Ilhus he viewed that the association aspect ol
cooperation comes lirst before the enterprise is created The
society s rules lay down rules for mutual social and economic
ielation so that people can efiectivelv work together. Some ol

the rules govern the associaiion aspects, and others govern the
enterprise aspects. (See Exhibit).
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Exhibit: The Issociation anil Enterprise aspects of cooperation

The nineteenth century cooperators like Pantaleoni and Walras
thought that cooperation was essentially an association of
person-. According to them cooperation is the result of

combination of individuals for the pursuit of group interest
rather than individual interest.

The Association Characteristics

The association characteristics of cooperation are identified
hereunder:

I Cooperation serves the primary group needs on the
basis of interpersonal relationship, which ensures
equality and mutuality.

2. It involves a multilateral agreement among
members, creating a horizontal combination of
member units acquiring a federal character rather
than authoritarian character,

t | he social character ol the association predominates
over economic character. All qualitative



considerations \anish in the lace ol the equality ol
members and human dignity.

It places premium on creating die upcrioi moral
man by means of education and development o ti,c
total personality. I' mitigates the harshness ol
economic relations by mutuality and gioup
solidarity but at the same time evokes a seme ol
individual responsibility. I
| lie association character makes the cooperatives go
hcvond the individual interest and even beyond
common interest of their direct associates and seeks
the good of all.

| he associative aspect of cooperation is hui lt
around a value system like participation, self-
regulation. leadership development, member
prosperity and growth.



Cooperation as an Enterprise
Introduction

Cooperation is not a mere association. It is both as
association and an enterprise. The enterprise aspect gives
primacy to the economic and business function of cooperation.
A Cooperative enterprise comes into being, when the
participating member units decide to establish ajoint enterprise

w ch is collectively operated. A cooperative
business enterprise is interposed between the member units and
market and links the former with the latter. It is for this reason
it is called as ‘market-linkage cooperative’. The enterprise
structure of cooperatives makes the cooperative relation further
complicated. In the classical pattern of cooperation, the
cooperatives were not intended to assume entrepreneurial
character, and their sole objective was to strengthen the
individual member-economies or units. The cooperative
enterprise on the other hand implies a corporate entity, created
in a legal mould. It is a distinct entrepreneurial unit, with
decision-making, risk-taking and other similar essential
economic characteristics. It has distinct corporate goals, though
they are complementary to those of participating firms. The
participating firms surrender their individual entrepreneurial
prerequisites to the joint enterprise. But this joint enterprise is
not a unit to which the profit maximization theory s
applicable. It aims at optimization of resource use and
maximization of net returns to the member firms participating
firm. fhu. a cooperative firm seeks to achieve its goals by
means ..I economizing cost and maximizing value addition.

lhe Cooperative enterprise is a ’going concern’. It is "an
organization ol coordinated activity: it is a collective behaviour
with a common purpose and a collective will governed by a

common working rules.
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[ nter/trisi' charm tt'ristics

| IK* enterprise characteristic >*1 coopei atives mav be outline'

us below:
1

1
In a eooperati\e enterprise there is direct relation
between users and the enterprise, and the specific
object ol the enterprise is the satisfaction ol the
common users- user - seller, user - purchaser, user
- worker.

The aim ol cooperative undertaking is not tw
maximize the return on share capital, hut to render
service to owner-users at a minimum cost. Thus it is
a service enterprise as distinct from a profit
enterprise.

A cooperative like any other enterprise must seek
out opportunity for expansion and diversification so
that it can confer better benefits to members i.e.. it
must strengthen the enterprise viability.

The efficiency of a cooperative enterprise is
measured primarily, not in terms of return on
investment, but in terms of quality, adequacy and
cost of service rendered to member users. For
achieving the economic efficiency a cooperative
organization must plan, organize, motivate and
control its operation.

A member's economic right is measured by the
extent ol his participation in the undertaking’s

business, while his right of control is based on *one
member one vote'.

In the div ision of surplus the cooperative enterprise
excludes capitalist mode of division and applies the
rule ol distribution in proportion to patronage.



A cooperative is said to be a success only when it achieves

" r° 1 enlerPnse as well as association aspects. It

must theretore synthesise the association and enterprise
characteristics.

A cooperative may succeed as an enterprise, unmindful of
mem er™ weltare: but it would cease to be a cooperative. A
cooperative may succeed as an association, but its economic
viability mav be lost. Without a viable enterprise the
association character cannot be fostered.

| conomic efficiency and cooperative character must be
blended appropriately. so that the institution and the men
behind it grow simultaneously. "We build the world in vain,
unless the builder grows.*

Forms of Business Enterprises

Different forms of business enterprises have been developed,
particularly after the industrial revolution, which gave birth to
the system of large-scale production in factories. New methods
of production paved way for new forms ol economic
enterprises. Several intermediaries started operating in the
market and markets got wider scope, [here was (greater
division ol labour and specialization. Capital and labour got
divorced and a new class of entrepreneurs emerged. New forms
of economic enterprises came into being in addition to the

existing ones.
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Sole proprietorship

Sole propricUu hip is the oldest and most common lurm ol
business acmity It isaone-man organization where an
individual owns, manapes and controls a business. Sole
proprietorship lias the following lealures:

| here is ease ol formation because it does not require
elaborate legal formalities. Ihere is no formal
agreement needed, since it isa one-man organization

In addition, it is not necessary to register uch a linn
llowever. owners of such businesses may be required to
obtain a license (specifically relating to their line ol
business) from the local administration.

. Ihe owner has complete control over all the aspect <i
the business and makes all the decisions although they

may hire employees or support staff for assistance in
dav-to-dav activities.

Profits or losses resulting from the operation are solely
borne by the proprietor.

« There is no legal existence separate from its owner. lhe
liability of the proprietor is unlimited, i.e.. it extends
beyond the capital invested in the business.

Partnerships

A partnership isdefined as a relation between two or more
persons who have agreed to share the profits of a business
conducted by them or any of them, who is acting lor the others.
| he owners of a partnership business are indix idualU known as
partners and collectively as a llrm. 1lie main features oi a
partnership include the following:



A partnership is eas\ to form, since no cumbersome

ega te»rmalities are mandaior\ and registration is not
essential.

| Imvever. a turn is deprived of certain legal benefits if
it >not registered. The Registrar of Firms is

responsible lor registering partnership firms.

A partnership should have a minimum of two partners,
and the maximum number can be 10 in the banking
sector and 20 in all other types of businesses.
Furthermore, specific regulator) approvals are likely to
be required in the case of partnership firm engaged in
banking operations.

A partnership firm has no separate legal existence of its
own. i.e.. the firm and its partners are considered a
single entitv in the eves of the law.

In the absence of anv agreement to the contrary, a
partners have the right to participate in the activities of
the business.

Ownership of property usually carries with it the right
of management. Every partner, therefore, has a right to
share in the management of such a business. The
liability of the partners is unlimited. They are legally
considered to be jointly and severally liable for the
firm's liabilities. This means that creditors can recover
their loans from the personal properties of individual
partners il the assets and property owned by the firm
arc insufficient to meet its debts.

| here are restrictions on transfer of interest, i.e..
partners cannot transfer their interest in the firm to any
other person or persons (except in existing partners)
without the unanimous consent ol all the partners.



\ partnership firm 1 limited span of lile. i.e.. it
must he legully dissolved on the retirement, bankruptcy
or death of any partner or in the e\ent one ol the

partners becomes insane.

Limited Liability Partnership (LLP) is a new cujporutc
structure that combines the flexibility of a partner hip and the
advantages of limited liability ol a company at a Inw
compliance cost. In other words, it is an alternative corporate
business vehicle that provides the benefits of limited liability i
a company, but allows its members the llexibility of organizing
their internal management on the basis of a mutually arrived
agreement, as is the case in a partnership firm. Owing to
Ilexibility in its structure and operation, it would be u-elul Pr
small and medium enterprises, in general, and for the
enterprises in services sector, in particular. Internationally.
LLPs are the preferred vehicle of business, particularly Or
service industry or for acti\ ities invoh ing professionals.

Joint Hindu Family Business: Joint Hindu Family Business is
a distinct type of organization which is unique to India. L\cn
within India its existence is restricted to only certain partl ol
the country. In this form of business ownership, all members ol
a Hindu undivided family do business jointh under the control
ol the head ol the family who is known as the ’Kana’. The
members ol the larnily are known as 'Co-parceners'. Thus, the
Joint Hindu Family lirm is a business owned bv co-parceners
of a Hindu undivided estate.

Private Limited Company: A private limited company is a
\oluntary association of not less than two and not more than

filly members, whose liability is limited, the transfer of whose
shares is limited to its members and who is not allowed to
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debentures. PUb'IC “° Subscribe 10 its shares or

Public Limited Company: A public limited company is a

unian association ol members which is incorporated and.
therefore has a separate legal existence and the liability of
V- 1"->e members is limited. A company must have a minimum

ot seven members but there is no limit as regards the maximum
number.

Democratic Enterprises:

Co-operatives: Co-operative organization is a society which
hLs as its objectives the promotion of the interests of its
members in accordance with the principles of cooperation. It is
a voluntary association ol twenty live or more members
residing or working in the same locality, who join together on
the basis of equality for the fulfillment of their economic or
bu ine-.s interest. The basic feature which differentiates the co-
operatives from other forms of business ownership is that its
primary motive is service to the members rather than making
profits.

Self reliant Cooperative Society means a mutually aided
cooperative society registered under the Mutually Aided
Cooperative Societies Acts (An Act to provide for the
voluntary formation of cooperative societies as accountable,
competitive, ell reliant business enterprises, based on thrift,
self-help and mutual aid and owned, managed and controlled
h\ members lor their economic and social betterment and for
the matter, connected therewith or incidental thereto) of the
respective stales whose byelaws prohibit it from raising share

capital from the Government.
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Self Help Group 1» # homogeneous group of micro
entrepreneurs with affinity among themselves, voluntarily
formed to save whatever amount they can conveniently save
out of their earnings and mutually agree to contribute to a
common fund of the group from which small loans are gi\en to
the members for meeting their productive and emeigent credit
needs at such rate of interest, period ol loan and other terms &

the group may decide.

Producer Companies: Ihe administration and management ol
Producer Companies* is not in tune with general framework
for companies with liabilities limited by share guarantee Ihe
shareholding of a ‘Producer Company’ imposed restrictions on
its transferability, thereby preventing the shareholders from
exercising their exit options through a market determined
structure. It was also not feasible to make ibis structure
amenable to a competitive market for corporate control. Ifit is
fell that producer companies are unable to function within the
framework and liability structure of limited liability companies.
lhe Corporate Governance regime applicable to companies
could not be properly imposed on this form. Government may
consider introduction of a separate Act to deal with the
regulation ol such ‘Producer Companies'. Part IX A in the
present Companies Act. which has hardly been resorted to and
IS more likely to create disputes of interpretation and may.
therefore, be excluded from the Companies Act.

Government Companies: In general, there is little justification
lor Government companies being provided relaxations in
compliance with company law. It is even less il such
companies are listed. Not only should such Government

companies be able to compete in the market economy with
otar companies on equal terms, it would not be fair to the
investors or creditors il such entities are allowed to present
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Govern®mer®mcC °n ~ DpbaS1S °f dissimi,ar parameters. 7.2

?Iommercial coTm/rcn]lk" u* -*hisor “°.™ posi 8
. © un'»able’ “social respon3| lities.

Howler the costs of such responsibilities should be
transparently assessed and provided by the Government
t roue t e udget as a subsidy. It is not appropriate that
application ol the law or standards be relaxed to allow such
costs to be incurred in a non-transparent manner. 7.3 There
may be situations where such companies may require special
treatment in activities related to the security of State. There
may be an enabling provision to relax operation of Companies
\ct tor such companies. Other companies, engaging in
commercial activity should compete on the Dbasis of
transparency and level playing fields. Preferential treatment to
such companies would be to the detriment to the capacity of
Indian companies to survive in a competitive market. 7.4 A
Government company should be clearly defined in law. It
should be one where there is a clear majority stake held by the
state- i.e. Central and/or State Government(s). There is no
rationale for the definition of Government Company being
extended to companies set up by Government companies in
course of their commercial activities.

f oonerntives and Other Hnsincss F.nlc-rprises

J Comparison

As cnterpri ,es cooperatives share the main problems common
to all other forms ol enterprises. Yet. cooperative enterprises
have their own unique characteristics, which sharply
distinguish them from other forms of enterprises. |Ihe
distinguishing feature- ol the cooperative enteiprises as
compared to other forms of business enterprises arc discussed

below
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| Objective of (lie Enterprise. AIll lornis ol huMncv
enterprises a,c engaged in SOMe kind ol DUSINESS activity -
buying and selling of goods, services or producing and
marketing good/services. lhe private enterprises aim at
maximising profits for the owners. Profit objective thus
predominates in private enterprises, while in public sector
business corporations’ profit objective and social objective get
equal importance. In both private and public sector enterprise

profit goes to the owners. The objective of the Cooperative
enterprise on the other hand, is to meet the common needs of
members at a minimum cost, and not to earn profit lor ihe
owners.

2. Membership of the Enterprise. lhe membership of lamiK
enterprises and partnership firms is highly restricted io a
limited circle of family members or closed groups. On ihe
other hand public limited company's membership is open to
public and any person can apply for or acquire its shares
whether his economic need corresponds to the line of busmen
of the company or not. There is no restriction on the number of
shares an individual may hold. In all forms of private
enterprises and public sector enterprises, membership is not a
condition for doing business with the enterprises. In a
Cooperative enterprise though the membership is open and
voluntary' as in the case of joint stock companies, there are
certain restrictions, first, one must be a person who must share
the common need with other members and need the services of
the organization. Secondly, one must meet the qualification
specified for membership such as residing in the area of
operation ol the organization. Further, the membership is
eligibility condition lor availing the services ol the cooperative
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Slarc caP'tal. Capital invested in capitalistic

|  '-n erPn<es. sole proprietor and partnership firms

in private sector companies is a form of profitable

estment. t is both a source ol power and a source of

revi_nui_. i.e.. it is entrepreneurial and acquisitive as well. All

ot capitalistic enterprises use borrowed capital along

wit the owners capital, try to earn a higher rate of return than

the rate ot interest on borrowing, and aim at increasing the

earnings on owners capital. 1hat is. they take advantage of

financial leverage. In them capital is impersonal and the capital
owner need not participate in the business of the enterprise.

In a cooperative enterprise, the share capital is not a form of
investment. It is only means for acquiring membership for
satisfying the eligibility requirement for availing the services of
the cooperative. The shares in a cooperative are not
transferable, and cannot be traded in stock exchanges. The
share capital in a cooperative is only a wage earner and not the
profit taker.

A fixed rate of interest on share capital may be paid at the
discretion of the general bodv of members. The rale should not
exceed the maximum rale specified in the by-laws ol the
cooperative. Tven though a cooperative may raise additional
fund', b borrowing from financial institutions, it does not take
advantage of financial leverage, because it does not aim at
maximizing the return on share capital.

4. Control oT Business. In proprietorship, family enterprises
and joint stock companies' owners (share holders) enjoy rights
of control in proportion to their share holdings, because they
associate as owners of capital and not as mere human beings.
Moreover in a joint-stock company, most of the shareholders
are small holders and scattered and their control is rather
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illusory, because the) cannol allbrd lo, aiiend 1ihe general
meeiinc by spending "ill "I llieii pocket lienee m\ariuhly. Is®
shareholders gain COimol over the company by virtue ol ilici,
own voting rights and also by securing additional proxy voles
from other shareholder*. | ontrol is thus cukuiuaied in a lew

shareholders.

In a cooperative firm, on the other hand, the umiml is truly
democratic. All members enjoy equal rights ol -control,
irrespective of the number of shares they hold. One member,
one vote* is the cardinal principle of cooperative management,
Besides, there is no proxv system in a cooperative enterprise.
Members have to personally present in the general meeting to
exercise their power ol control.

5. Doing business with non-members. All lorrm 11 privaic
enterprises and public enterprises are mere business
enterprises, for doing the selected form ol business. Hence the
question of confining the business dealings with owners onlv
does not arise. In fact their owners are only profit takers and
not the users (customers) of their enterprises, rherefore these
enterprises deal with others for earning profits for the owners.

But a cooperative, being a non-profit-making mutuality has 10
confine its business dealings with its members onlv. As staled
by the ICA Committee of 1937. this rule is "inherent in the
cooperative idea . Any dealing with non-members would mean
earning profit. However a cooperative mav have to deal with
non-members under special circumstances such as sale ul
goods to the general public hv a consumers cooperative when
it acts as a fair price shop in times of rationing and price
contiol or sale to a non-member to encourage him to become a
member. However the profits earned on sale to non-member.-
should not be distributed among the members as patronage
dividend, but should be credited to the concerned non
members' deposit accounts and alter transferred to their share



-iHh n t'Kn A becomes members. If this is not possible.
P hl mav be usetl for public welfare purposes.

6. Measures of Efficiency or success. The efficiency of all
orms ot private enterprises and that of public enterprises to
v'm. ~-xt*nt is measured in terms of the return on investment.

Ig kt the rate ol return, higher is the degree of efficiency. But
thi'. yardstick cannot measure efficiency of cooperatives, as
they are service-oriented enterprises. Their efficiency and
success is denoted by the extent of effective and adequate
sen. ice rendered to their members. Active membership

coverage and member-users’ satisfaction are the index of their
success.

7. Disposal of surplus. Net profit of single proprietorship is
u~.ed according to his wishes, while the profit of partnership is
divided according to the partnership agreement. In Joint Stock
Company or a public enterprise, a part of the profit may be
retained as reserve and the balance is distributed as dividend to
the shareholders or government, as the case may be.

On the other hand, the surplus of a cooperativ e society is used
for a) Paying a nominal rate of interest o11 capital, b) allocation
to reserve fund, c) Paying patronage dividend to the member-
u.er. and for allocations to education fund and common good

fund.

The common good fund is used for the benefit of the local
community, [his is a manifestation of the social responsibility
of a cooperative organization.

lhus. the enterprise characteristics of cooperatives
significantly differ from those of other forms of enterprises.
linlike other forms ol enterprises, cooperatives are service
enterprises, Illu.ugh effective management is common to all
lorrn, of enterprises, the ultimate aim differentiates
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cooperatives from other enterprises. Wlule other enterprises arc
primarils meant lor earning higher rates ol prol.ts lor their
owners, cooperatives efficiency is measured h> the benefits
rendered to the memher-users.

CooniTiilion ns n Social Process

Introduction

Social process is a recurrent form of social interaction. Ik
major types of social process are: competition, conflict and
cooperation. lhe theory ol competition dominates | coii'uniis
the conflict theory pervades Sociology. The theon of
cooperation is embedded on mutualism. In conflict the motives
and actions of the contestants are opposed; in competition tht\
may he opposed or parallel: and in cooperation they arc parallel
and mutual.'

Competition

"Competition is that form of interaction which involvef a
struggle for goals which are scarce and are believed to be
scarce; the interaction is normatively regulated, mav be direct

or indirect, personal or impersonal and tend to exclude the use
of force and violence".

| he method ol competition was formulated into an economic
law by Adam Smith, the Scottish Economist ot [ISth Century
He atcued that an invisible hand had decreed that d enc
pursued his own self-interest, the by-product would be die
good ol all. By thinking their own individual uain men do the
greatest service to public. The economic competition is

result of the tree play of individual businessmen without an}
sort of interference from political Government. This nse
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to the development Ot private monopolies. Competition is

essentially a warfare which means the triumph of the strong
and ruin ol the weak.

In a system ba”ed on competition various units compete with
each other to supply and sell their goods and services. There is
intra-group as well as inter-group competition; each group of
enterprises collectively, is in competition with all other groups
tor the available purchasing power possessed by the consuming
public. Since tree enterprise economy is a conglomeration of
separately owned and operated business units, all the
components are engaged in a continuous competition with one
another as they strive for monopoly gains. Such competition is
not only confined to marketing or distributive activities, but
also to every aspect of economic life. In the opinion of E.R.
Bowen. ”a competition is a war and profit is the spoils of war.
Buying cheap and selling dear of individual benefit above his
fellow > is the motive force of the profit system".

| he tunction of competition is described as the creation of an
impersonal social order in which each individual, being tree to
pur ,uc his own profit and in a sense compelled to do so. makes
every other individual a means to that end. In competitive
cultures there is over-emphasis on competition. Competition
prevail, in almost everything that people do. Competition has
,,, he regulated and lair play ensured to prevent competition
torn becoming throat cutting, The highly competitive nature of
the to makes the presence of the competitive
consciousness among people overwhelming. Ilhere is a
tendency to over-value and over-reward competitive activities.
\ 1 result the members ol the society adopt questionable
mcms to achieve success. Members in such cultures do not

.how any loyalty to the cooperative and they switch over to
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oilier organisations whenevei those ollei fine apparent hciici

condition.

c ompetition produces both socially de nahh and undesirahle
effects. It leads to many new inventions, tremendous increase
in productivity, improved quality and durability ol products
and pronounced increase in the availability ol goods
Sociologists and Psychologists think that onlv through
competition progress is made, individuals are Ilimulaied for
action. Competition is the main stimulus for individual and
social action. It is not onlv the law of trade but also a dominant
tvpe of human motivation. Nevertheless, competition leads to
undesirable effects. The evil effects of competition arc:

/. The multiplicity of business units, particular!)
conspicuous in the retail distribution, is wasteful unJ
adds enormously to the cost o fdistribution.

2. /he innumerable consumer goods of endless shies
shapes and brands are dumped in the market, leading
to over production and supply. This results in frequent
failures of several firms and insufficient business in
many others. These are avoidable social casts of tin
competitive system.

3. lhe heavy expenditure incurred on the arm) of
salesmen and aggressive advertisement constitutes a
colossal waste.

4. Competitive system leads to economic instahilit) due to
cyclical boom and depression.

3. 1lhis system is unjust and breeds inequalit) and
concentration of wealth in a few hands and mad
speculation and economic exploitation.

b. Competifion converts human beings into self-centred
economic persons with no concern for fellos\-being¥
and human sentiments.’



Conflict

C nllict may tv defined as a struggle over values and claims
to secure status, powers and resources in which the aim of
opponents is to neutralise, injure or eliminate their rivals.” It is
n<- process by which two or more persons or groups try to
prevent or thwart the attainment of certain objectives by others

even to the extent ol injuring them. This mostly occurs when
the interests are exclusive and inharmonious.

Conflict is the consequence ol competition. In a competitive
economy, conflict between role and aim of different groups
arise, when they are not in harmony with each other. Conflict
a-, distinct trom competition is always conscious and involves
direct communication. Both are forms of interaction but
competition is a struggle between individuals or groups who
are not necessarily in contact and communication. While
conflict is a contest in which contact is an indispensable
condition. Competition is continuous and impersonal, conflict
I . intermittent and personal. Competition is focussed upon
reaching the goals rather than removing competition.

The conflict in any situation may be either internal or external.
Every businessman in a competitive economy is placed in a
conflicting situation, in his own internal decision making
proccvt. For example, a businessman concentrates upon
keeping hi. costs down and selling price up. But when the
keep *wage. down, he likewise keeps the purchasing power of
the labourers down, which thus counteracts and lessens his

chance of selling high.

\part from the internal conflict, each group is in conflict with
other groups I1conomil society is divided into classes with
ureal gull between them. | abour aims to sell its skill, energy
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and lime fur as much as possible; ilw empl«jer warns k bus as
cheaply as possible; producers warn lo sell as dear as possible

The (iovcrnmeni needs lux rel\enues to cmr% “ii its activities,
bui taxes increase die businessman s cost <4 po'duciim) .md tirc
thus in conllict with his aim. Stock-holdei ...mi large

dividends which can only be forthcoming if profit warrants
them. But large profits often spell higher prices, which stock-
holders in .their capacity as consumers have to pay. Corporate
executives want fat salaries and big bonuses. But these large
emoluments perforce lessen the income of others. Money
lenders want as much interest as possible; borrowers want to

pay as little as possible.

The roles are in conllict with each other and are incompatible
and irreconcilable in the competitive system. These conllict
bring in their wake many severe social repercussions. Such
conflicts of interests constitute the vers essence ol iree
enterprise economy and are responsible for large part oi "Ur
social difficulties and strife.

Cooperation

Cooperation is the most elementary process of social life
without which society is impossible. It essentially consists in a
form ol interaction whereby individuals and groups pool their
energies together for the promotion of common ends or
subjects but in such a way that all parties tend to benefit by it

It reflects the organic nature of human beings. Cooperation
may be among individuals or groups; it mav be primary group
cooperation or secondary group cooperation. Cooperation is the
only social process which is included in the deituition ol
society. The dictionary oi sociologv defines society as. a
group ot human beings cooperatinn in the pursuit of several oi
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elf n-rrLt" 'nU're*s* *n%ariabl\ including self-maintenance and
seli-perpetuation.

jperation is democracy in economics which seeks to
n_.uate 1 e system internally trom bottom through a federative
(! - S-Lni- I olitical democracy and economic cooperation
are the tvvo sides of the same coin. In 1876 J.S. Mill wrote in
his Principles ol Political Economy that, cooperation is the
noblest ideal. It translorms human life from a conflict of class,
struggling lor opposite interests to a friendly rivalry in the
pursuit ol the common good of all. Cooperation is. within
itselt. a sell goleming economic system. It does depend upon
the political state to regulate its activities as does a competitive
monopolistic economy. 1lhe cooperative system establishes
socio-economic harmony in the following ways:

1. Cooperative system stabilises the economy by-
preventing the piling up of unconsumed stock of goods.

2. | nder cooperative economic system the savings are
regularly reinvested.

3. Cooperative system results in just distribution to all
people and eliminates profit-motive and speculation.

4. It makes for efficiency. It produces for a known market
It avoids material and manpower wastage and avoids
unnecessary wasteful advertisement

5. It encourages participation and prevents monopolistic
competition.

6. Cooperation stimulates creativity and higher attainment.
Social skills such as communication, motivation and
interaction are fostered.

Cooperatives alone can be the bridge between primary and

seconder) group techniques and values because they are
membership organizations. Cooperatives arc social

111



organizations based on mutual aid and they dp not imitate
eprice and market culture'. <ooperalives are primary groups. m
which every one knows every one else and in which all
relations are personal and interpersonal, quite contrast to the
complex, highly commercialised economy in which most
relations are secular and impersonal. The primary group values
and the striving for primary group need are pan ol the
explanations why individuals join cooperatives. Mutual aid is
one of the laws of life. Mutual effort is more effective than
either conflict, competition or isolated endeavour.

According to Paul Lambert, cooperation is the development oi
the individual, not against others, but with others. It puts an end
to the whole series of conllict in the economic field. In the
consumer cooperative the same men are buying from and
selling lo each other which eliminates the rivalry between
buyer and seller. In loan cooperatives, it is the same men who
in turn contribute capital and borrow from it. which eliminates
the contrast between lender and borrower. In the housing
cooperative, it is the same men who let the premises and who
take them on lease, which eliminates the property owner and
tenant. Ihe contrast between consumer and cooperatives is
being eliminated by means of coordination. As human
interaction cooperation is far more superior and productive
than either competition or conflict.



Introduction

onp<_ration is a social philosophy, the ultimate aim of which
IS t e creation of hetter social order. Though a cooperative
institution is organized with the immediate objective of
'‘jtistMng the needs of its members, it cannot afford to ignore

the problems and needs of the social system in which it
operates.

A cooperative therefore, directly aims at serving both its
members and the community as a whole. The communitarian
outlook ot cooperative organizations is nothing new. It started
with Rochdale Pioneers who declared that their ultimate aim
was to set up villages of cooperation and work for the creation
of better communities. This view was reiterated bv many
outstanding cooperative theoreticians like Fauquet.

Should there be any conflict between the members’ interest and
general interest, a cooperative is restrained from taking to a
course which is detrimental to general interest. According to
Prof. Paul Lambert, a cooperative society aims at furthering the
interests of members "only in so far as it may legitimately do
so and onl> in so far as this is compatible with general

interest."”

Social responsibility is inherent in the very idea of cooperation.
Cooperatives are not end in themselves; and they justify
themselves by their usefulness to society. By means of the
serv ice thev render to the society, they make the communitv
stronger. Joseph G.Knapp. has outlined the scope for
cooperatives' social responsibility us under:

I\}



Cooperatives can create better business environment

| he> give the primary producers a stake in marketing,
thereby linking the rural urban interc-ts | unher, the
role of cooperative becomes particularly significant,
when the ubiquitous presence oI'middlemen as an
economic menace is eliminated.

Cooperatives keep the profits at home. As they arc
owned bv local communities, they do not sieve of
earnings to distant places. lhe increased earnings are
ploughed back into the local community, which
augments the standard of living of the people. Apart
form this, the corporate savings also go into community
projects like road, school, hospital, etc.

Cooperatives improve the wealth-producing power
the community, bv means of greater productive power
and value addition function. Stronger the cooperative
greater is the productive power and bigger the
community assets.

In a market economy, cooperatives preserve
competitive conditions. They give the small producer-,
opportunity to survive by breaking the private
monopoly and checking the tendency for concentration
of economic power.
Cooperatives protect the weaker sections of the
community. Ihe small farmers and small producers
cannot operate efficiently without cooperatives’ supp"fl
in the form ol finance, service and marketing.
Cooperatives function as a safety valve in the society

| hey relieve the Government from several

responsibilities, particularly in the field of social
welfare.



Limitations to Social Responsibility

1h< i1i—h there is universal agreement about the social role of
cooperatives, scepticism prevails in the minds of many about
the feasibility of cooperative action in the sphere of social
justice. The efficacy and scope of cooperatives to undertake
various social responsibilities is strictly limited.

rhe scope of cooperatives lor undertaking welfare activ ities is
n<' infinite. lhere are certain practical limitations which deter
cooperatives from undertaking social welfare programmes on a
large scale. These limitations arise due to the conflicting goals
and divergence of interest between members of cooperatives
and non-members. As a result the impact made by cooperatives
in the sphere of social welfare is insignificant. Unless the
economic system is completely cooperaliviscd or the idea of
'‘Cooperative Commonwealth' materialises, there is remote
possibility for cooperatives to shoulder social responsibilities
substantially.

Operational Constraints. Though cooperatives are considered
a . bastion of strength for weaker and vulnerable sections of the
society.serious doubts are expressed about the efficacy of
cooperatives to serve the unpriv ileged section of the society. It
ha . been proved beyond doubt, that cooperative endeavors can
succeed only among people who are potentially viable.
Cooperatives can never be of any use to the destitutes and
people who are cronieally poor. Unless their conditions are
ameliorated social welfare will be an unaccomplished goal.

Leva! Constraints. Cooperatives are governed by a separate
legislation, which regulates, controls and directs their
operation. | he provision of the cooperative Societies Act are



means for protecting the members' interest, lienee there an.
certain legal limitations which deter cooperatives Irom
excessive commitment to social responsibilities.

Organisational ('onsirainl.s Ihe cooperatives should be broad-
based. if they are to make considerable impact on the society
At present the cooperatives are mainly confined to economic
activities. "Cooperatives set-up for specifically ociul purposes
are less usual than the trading types. I1hey cover wide range
but are relativelv in few countries and then sometime as
iIsolated examples." Therefore cooperatives can undertake more
and more welfare activities, only when they are able to bring
under their fold wide range of social activities.

Economic Constraints. In many countries cooperative' are
juxtaposed with other economic systems. This necessitate- the
cooperatives to function on sound business lines and on j
competitive spirit. For instance the consumers cooperatives can
neither be able to sell the commodities at a lower price than

that prevails in the market, nor very generous towards their
employees.
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The principles of management and the principles of
cooperation as seen trom the foregoing analysis have a
complementary role. As aptly remarked by K. K. Taimni. ‘fn
tact they con\erge to make the cooperative society as an ideal
instrument to promote the values which a democratic polity
cherishes and at the same time they provide effective means to
ameliorate the lot of the vulnerable and weaker sections of the
community. It cooperative principles given a social content to
the economic activities of an enterprise the principles of

management make it possible to put the resources of the
enterprise to the best use.”

Definition
WatzJawick:

BCooperative management should be understood as a complex
decision making process within the three levels of management
pyramid which aims at achieving a proper balance of success
of cooperative enterprise as a business unit as well as a social
institution.”

E. IMendoza:

*( ©operative management may be defined as the ellicient and
effecti\  utilization of the resources of n cooperative 0s a
hu ...ivuni/ation Ibr the purpose ol'.serving the needs oftls

members within 1ihe context ol the accepted cooperative

principle’S.”
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1he above definitions bring to lore the following Kkviiuic-. n|

cooperative management. 'x 11

N

Cooperative management is a complex decision making
process, and decisions are made at all the three le\els ol

management pyramid.
| he overriding objective of cooperative management is

to serve the needs of members.

The conduct of all the activities must be governed
jointly by the two sets of principles namely, ai
principles of management and Db) principles ol
cooperation.

The creation of proper balance between efforts aiming
at commercial success and those aimed at maintaining
the institutional goals of the cooperative associaiion
Like any other management, it seeks to achieve itlaim
by means of effective and efficient use of resources.

Objectives of Cooperative Management:

Cooperative management has the following objectives:

Firstly, the improvement o fthe operational efficiency is
the fore-most concern of cooperative management so
that the organization is able to compete effectively h
must acquire capacity to thrive as a business institution
In its own right. Cooperative management aims at
evolving methods and techniques on the basis of the
principle of management, which will help the managers
lo avoid mistake and improve their practice.



<ecout y. cooperative management aims at improving
e viability of the cooperative society. The soundness

"I //s strcnglh. grow th potentials anil the quality of the
scnice depend on the viability. The organizational

effectiveness is the direct result ofthe viability.

Thirdly, cooperative management should constantly

I\e to achieve member satisfaction. By providing
efficient service to the patron-memhers on economical
toms. cooperative  organization can  achieve
equilibrium, anil development member-loyalty and
greater patronage 7he efficiency and viability of a
cooperative organization has no meaning unless it is
able to coordinate flic objectives of its members and
translate the individual objectives into meaningful
reality and make visible impact on the people who from
the organization.

fourthly, cooperative organization must also strive for
community acceptance by carrying out the social
responsibilities expected of it

f ifthly, cooperative management must also aim ill
ethical and moral development of the members The
object of cooperative organization is much more than
Improving the material standards of its members
| Itimulely il strives to lift them to higher social iiml
moral standards anil enable them to realize higher

spiritual potential

Sixthly, to fulfill the above objective it must develop
organizational and management competence by
professionalizing management, and by hiking up
management development programme The task of
cooperative management is therefore to understand the
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ba\n concepts principles and u\/ninphs ,/
management and systematically appraise then
relevanti in the context of ihair special goals and
reconceptualizt diem s> ilim /raining and d. vclopmem

can be organized cl/ci lively

fhe svstem concept of management 1 more relevant to
cooperative management. A cooperative society should be
understood as a sub-system of the larger socio-economic
svstem. It draws resources and inputs from the environment,
transforms them into service and sends the goods and sen ices
into the systems. 1here is constant interaction between the
cooperative soeielv and the larger system to which it is a part
The system approach lo cooperative management has four
basic inuredienls. 1hev .ire:

r A clear enunciation of the goals, which can be
translated in terms of performance measures.

A A full recognition of the socio-economic and political
environment external to the cooperative system but
having a bearing on the performance of the
cooperatives.

r ldentification of the different components of
cooperative structure and their various attributes and

r- An inventor) ol the human and material resources
available to the cooperative svstem.

| ni//neness nj Cooperative Management

While applying the principles of management of one should
not ignore the lact that the cooperative as a form ol business
organization possesses verv distinct characteristics. It dilfer>
fundamental I> in various tacets of its make up as compared to

120



the investor owned business, in the objectives (input),
transformation process and services rendered (output).

The principles ot scientific management and the efficiency
criteria commonly adopted in judging the business enterprises
such as the effective use of human and other resources, the
quality and value of the products and services supplied,
viability. surplus generated, the value added to the assets, per
ve have onlv a partial relevance to the cooperative enterprise.
\s Mr. Dubhashi has aptly remarked, "the principle of
efficiency is vital in the cooperative sector also. But in so far as
the market mechanism and private enterprise, turns the
principle of maximum efficiency into maximum profit, it

becomes incompatible with the cooperative movement and
needs modification".

Pro. George Lasserre had made this distinction in very clear
terms. Cooperative cannot slavishly imitate captialsit
enterprises even the best of them. Ilhe concept of efficiency as
applied to the whole management, cannot be the same, because
the aim is not the same. A capitalist or family enterprise aims
at producing maximum profit for the owners;

Its efficiency is reckoned by the ratio:
Profit
Capital
\ cooperative is formed with the aim of providing services lor
I,. member economic as well as well as non-cconomic: ,is

efficiency therefore is measured by the ratio:

rie IS (factiona'l all kind
Total Cost
lhi corporate objectives, organi/alionnl goals, decision
process. Value structure and the method ol appra.sal ol
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cooperative management are 11 many ic-peci-- unique. | uch ol
the unique elements i>explained below

Xornuitive Character:

\s a social science, cooperation is more normative, than
positive. lhe principles of cooperation constitute the vital
ingredients and imperative coordinates of the cooperative
organization and management. 1hese are a set ol standards and
settled rules of action, which have universal application. 1here
Is an element of ‘oughtness®* or compulsion, particularly when
the principles are translated into legal norm. As stated by V1
Weerman: 'The proper application ol cooperative principle is
essential for the success of the movement, for the cooperative
principles are those which are essential, that is absolutely
indispensable to the achievement of cooperative movement's
role”. The cooperative management should strive to achieve
maximum efficiency only within the framework of the
cooperative principle, and any rational action pursued should
be compatible with the principles, such a normative character
of cooperative institutions imposes severe constraints and
rigidity on the cooperative management, which impede their
competitive efficiency. In order to overcome such constraints,
the principles ol cooperation have to he integrated with the
principles ol management, and a set ol successful cooperative
business practices have to be evolved.

Complex Aims System:

In the cooperative organizational set up there are distinct
iniciest gioups such as individual members, cooperative group-
the organization and the employees each having a distinct aims
system. 1he aims system is still more complex in respect ol the



t- ra 1 type ot cooperatives." In such integrated
cooperatives the individual member-economies. which are
quite istinct trom the cooperative enterprise, are organically
inked with the latter. lhe aims system of such a complex
cooperative combine includes the following diverse influence:

a. Personal individual aim system of every member

b. Ihe corresponding individual operational objectives for
the single member economyv

c. |Ihe system ol aims and the operational objectives of
the cooperative group

d. Ihe operational objectives of the cooperative enterprise
as such

e. Personal individual aims of the management
The aims ofemployees and workers

g The influence of macro-policy on cooperative
development

h. The influence of managers from secondary and tertiary
bodies

I. Decision making process adopted within the
cooperative enterprise

Ihe cooperative management has the onerous task ol
harmonizing the diverse influence and coordination the
complex aims svstem. lhe aims of these distinct Interest
jroUps have to he welded together b> formulating over all aims
system and evolving operable criteria for business decision
making Fhe several aims system linked together with one
mother makes the operational objective and decision making

process highly complex.

Superior | nine Structure



\pari from being un economic enterprise. j cooperative society
IS an ethical. social and moral entity a wucll. Ilie euoperalile
ideology draws ils moral and social content from the rel'ornii i
doctrine ol Robert Owen, the father <i cooperation, who
advocated a ‘new moral world' free from profit, competition
and exploitation. Ilie Christian Socialists too gave an eihical
orientation to cooperation so as to make it an instrument ol
social ethics, i.e creation of more civili/ed ociet> and the
salvation of social sins. "Besides promoting material prosperity
the cooperati\e movement aims at educational betterment,
thrift and morals, honesty, independence and self-respect,
democracy, brotherhood and religion.” 1lhus a cooperative
society is both an enterprise and an association. To use
Roymond firth's language, "it is an economic organization ct
in a social framework.” 1his dual nature of cooperative system
being at the same time an enterprise and an association calls for
entirely a different approach to the management process. It
follows that the successful cooperative management must
involve both these aspects. It is the responsibility of
cooperative management to aim at success in both fields and to
perform the management functions of planning, organizing,
directing and control in such a way that a fair balance between
these two is achieved.

Distinct Economic Process:

the economic process of transforming organizational
objectives into product and service specifications significantly
dillei* in cooperatives as compared with other forms ol
business. In cooperatives there ¥« close linkaue between the
ownership, control and use. "It is a business organization in

which the components ol ownership, control and use are
integiated by being all vested in one bodv of people, the



SOft 01 °"Nner"ship-use-control vested with one
group ot persons who collectively are the members renders the

managerial task ol fulfilling the aspirations of such a group
stupen uu\ lor. the services rendered by cooperative
organization are on the anvil ol constant review and any lapse
IS prone ti> harsh and sensitive criticism. Furthermore the
production process also distinctly differs in cooperative
enterprise lrom other lorms of business. Of the two basic

pattern ol organization of producer’s cooperative
vi/.cooperative production society and cooperative service
society, the second type has certain uniqueness. "In one

members are workers and shareholders simultaneously. In the
other case, the members possess individual enterprises and
delegate one or more functions to the cooperative
establishment which thus becomes auxiliary in character.” In
such societies the cooperative management’s tasks becomes
complex. The management decisions have to he made not only
for member economies also. Integration of member economies
with the cooperative enterprise objectives, planning and
pursuing a common operative policy and appraisal of the
achievement by an appropriate feedback system thus becomes
the crux of the cooperative management.

Democratic Control

Ihe democracy is the corner stone of cooperative management.
Ihough 1i is an ideally suited form of management for ensuring
member participation and motivation, it is beset with practical
limitation. Ihe cooperative mangels need to involve more
group ol people in the decision process. As a result the decision
making process lends to become wasteful and vexatious.
Micro litre cooperative manager has to develop methods and
techniques to involve large numhur ol people without
decreasing efficiency. Another handicap in the cooperative
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management is that the Board of Directors of the Cooperative
quite often lacks proper perception of their precise role. -V u
result the Board either interferes with the executive
management, or peiiorms only the watchdog Ilunetion «|
voicing the member's grievances or fritters away the time and
energy in trivialities. Aside this, wherever the Board is pliable
it becomes a handmaid ol the chief executive leading to
quaumirc ol control. In such situations the role ol the liouid
becomes nebulous and counter-productive. Ilhe cooperative
managers have the onerous responsibility of educating the
leaders in the management decision making process and
evolving methods to combine democratic conirol with
managerial efficiency. lhe success ol cooperative management
thus lies in making the democratic control coincide with
efficiency by synthesizing the principles of management ul
corporate business and the goals of economic democracy and
social ownership: and making the decision process dynamic by

a clear demarcation of the powers and functions of the Chief-
Executive.

Harmony with Macro-Policy of State:

Cooperation is an instrument of state policy and planning in
most of the developing countries, where the state forges a
symbiotic relationship with cooperatives by extending financial
and administrative assistance and at the same time utilizing
cooperative infrastructure for achieving development target-
Perlorce. this mutual process requires the harmonization the
macro-policy ol the cooperative groups. Such integration
Imposes certain severe constraints on the management ol
cooperatives. Conllict between the objectives of member
groups and the macro-objectiv es and the sacrifice of the former
for the sake ol latter is not uncommon in cooperatives.

The foregoing analysis highlights the need for developing a
management system appropriate to cooperatives bv adjusting



- Mmanagement system

to the cooperative organizational

si uation rather than adjusting the cooperatives to sophisticated

modem management.
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W\uu 1\ Hlic K 1e

| oundcd in 1SI>5. the liilciiulnm.il Co-operative Mliance is an
independent, non-governmental <>rjLEiinisation which unites,
represents and serves cooperatives worldwide. It i the largest
non-governmental organisations in the world

ICA members are national and international co-operative
organisations in all sectors of activity including agriculture,
banking, fisheries, health, housing, industry, insurance. tourism
and consumer co-operatives. Currently. ICA lias 221 member
organisations from SS countries, representing more than 800
million individuals worldwide.

What tlacs ICA do?

ICA’s priorities and activities centre on promoting and
defending the Co-operative ldentity, ensuring that co-operative
enterprise is a recognised form of enterprise that is able to
compete in the marketplace.

1. ICA raises awareness about co-operatives. It helps
Individuals, government authorities and regional and
international institutions understand the co-operative
model ol enterprise. ICA is the voice of the co-
operative movement.

2. ICA ensures that the right policv environment exists to
enable co-operatives to grow and prosper. It helps in?
members in their lobbying for new legislation and more
appiopriate administrative procedures that respect the
co-operative model, its principles and values, h
ptovides political support as well as technical expeni>u



to enable co-operatil\es to compete on a level paving
field.

ICA provides its members with kev information, best
practice and contacts. Through its publications it
ensures the sharing of information. It organises
meetings and workshops to address key issues affecting
co-operatives and allows discussion among co-
operators from around the world. ICA facilitates
contacts between co-operatives for trading purposes and
intelligence sharing in a wide range of areas.

4 1CA provides technical assistance to co-operatives
through its development programme. ICA promotes
capacity-building and financial support, it facilitates job
creation and supports poverty reduction and
microfinance programmes around the world.

ICA Logo and Flog

Ilhe ICA logo depicts doves of peace emerging from a rainbow
- thesymbol of the Co-operative Movement - and represents
the wunity of ICA’ diverse membership. It was initially
designed for ICA’ Centennial Congress in 1995,

The colours of the rainbow stand for the following lor co-

operatives:

Red stands for courage

Orange offers the vision of possibilities.

Yellow represents the challenge that GR LI\ has
kindled

Green represents grow th, a challenge to co-operators
to strive for grow ill of membership and of
understanding of the aims and values oj co-operation
Sky blue suggests far horizons, the need to provide
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idm onon and help lo unforlunah peoph amiio suiw
low arils global mill)

Dark binn snggQsls /* esimiam, reminding us of /, \X
foriunuie people in llu uarid uho at: m in ed of ///,
bene;(il\ from eo-opuraiian

I 1olel is llit colour of ii it mill beiiui\ and fru iidsin/i

Ilhe 1( \ has been flying 1 llag carrying ihe K \ logo since
\pril 2001, when the Board decided to replace the traditional
rainbow llag. lhis Ihe llag was changed to clcarl) promote
and strengthen the co-operative image. Ilie rainbow llag was
used by a number of non-cooperative groups and this led to
confusion in several countries around the world.

I( A General Assembly

Ihe General Assembly is the highest authority ol the 1CA and
IS made up of representatives appointed b> 1CA member
organisations. lhe General Assembly meets c\er\ second car
to:

« formulate and implement policy on major issues afleeting

the 1CA ec the global co-operative movement
« approve the ICA’ Strategic Plan & linancial framework
o elect the President and the Board, ratify the elections ol the

\ ice-Presidents. the sectoral organisation ec Yyouth
representatives to the Board

e appoint the external auditor
« ratil\ the appointment or remenal ol the Director-General
on the recommendation of the Board

e amend the 1CA Statutes and B\e-Laws b> a majority ol
two-thirds of the vot;es represented

« decide on membership subscriptions & representation
lormulae

e approve the ICA’ annual audited accounts



confirm all dispositions taken b\ the Board, or by any other
unincorporated regional or sectoral entity of ICA. which
Imposes liabilities or obligations on [ICA. such as

investments, borrowings, mortgages, buving and sellinu of
real estate, as well as other agreements

approve the establishment or dissolution of ICA regions,
their respective Regional

Organisations &  Thematic
recommendation of the Board

Assemblies, Sectoral
Committees on the

decide upon the dissolution of the ICA by a majority ol
two-thirds of the votes represented

lhe last General Assembly was held in Cape Town. South
\frica during 1-5 November 2013. Ihe next General Assembly
will be held during 10-13. November. 2015 at Antalya. lurkev.
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Board

lhe ICA Board - President, tour Vice-Presidents,' and fifteen
members - develops and monitors a global strategy for ICA and
oversees the iunctioning of the ICA. It decides on all
membership application and related issues, establishes sectoral

and thematic committees of the ICA. and appoints the Director-
General.

Regional.lssemblles

Ilhe Regional Assemblies for Africa, the Americas. Asia and
the Pacific, and Europe take place every second year,
alternating with the General Assembly. The functions of the
these assemblies include:

A implementing General Assembly decisions at the
regional level

AN establishing regional work programmes, and

A electing their President who serves as ICA Vice-
President

In many regions, the statutory Regional Assembly meeting is
held in conjunction with a Regional Conference or forum
focusing on a particular area of interest to co-operators in that

region.
Regional f leeted Bodies

[ ,ich region has its own regional ‘board’ composed id a
President. Vice President and other members elected by the
Regional Assembly for a four-year term. Known in Africa as
Txccutive Committee ”. in the Americas as the "Comite



| jecuiilo”. in Asia and the Pacific as the "Standing
Committee” and in | urope as "l uropcun Council”, these
hoards work within the policy guidelines and decisions laid
down from Ilime to time Dby the ICA Board and more
particularly, provide recommendations on membership
applications horn its region to the U A Board, implement and
monitor activities and programmes in the region, oversee
regional finances and budgets, approve an annual budget and
work plan prepared by the Regional Director before it |
submitted to the Director-Cieneral and ICA Board for linal
approval.

Sectoral Organisations

The International Co-operative Agricultural Organisation
(IC'AO) is a sectoral organisation of the International Co-
operative Alliance. It exists to safeguard the interests ol its
member organizations, to pursue research into the latest
developments in the agricultural co-operative movement, t*
promote mutual understanding and economic collaboration
between the agricultural co-operatives on the one hand and the
tanner and other types of co-operatives (eg consumers,

fisheries, insurance, housing, etc) on the other, both worldwide
and at local level.

As a global organisation for agricultural co-operatives the
ICAO has a number of goals:

« loexchange experience on specific activity fields by

hosting international meetings such as seminars and
workshops:



To promote the establishment of auricultural co-
operatives in developing countries in order to increase
food securitv:

* lo improve the distribution of agricultural products:

« |o take concrete action for preserving the environment.

e |o promote and encourage agricultural cooperatives.
especially in the developing countries and transitional
economies, and help find assistance for their
establishment, when requested.

e 10 survey the problems which concern agricultural
cooperatives in different countries and to make
recommendations regarding potential solutions

/mnr more information on the ICAO visit www.agriconp.nrg

The International Co-operative Banking Association
IICBA) is a sectoral organisation of the International Co-
operative Alliance. As a global organisation for co-operative
banks it has four key aims:

« To facilitate the promotion at the international and
regional levels of the distinctive co-operative values of
co-operative banks and of the advantages of using them
over other banks:

. lo facilitate and encourage the exchange of information
amongst members on key co-operative banking issues
and foster inter-cooperation in the finding of solutions

e |d support regional committees and their members,
individually or collectively with specific challenges:
. lo encourage inter-cooperation with other types of co-

operatives and various bodies of the ICA.


http://www.agriconp.nrg

lor mat, information on the K HI visit him. kha.vaop

( onsmner ( o*opcrnli\es Worldwide (( ( \N) is 1 sccl«.ia
organisation ol ihe International *u-operair.c Wliancc. .\\ a
global organisation lor consumer owned co-operatives 1 has

lour hc\ aims

I*n>\ide members wiih information on rele\anl i- sues;

e Serve as a forum for the exchange ol information and
best practices between the members;

« Facilitate discussions between member', in \iew of
potential co-operation:

« |o set the global strategy and co-ordinate and support
the regional consumer co-operative sectoral structures
in their work on all issues ofrelevance

For more information Ol ("( Il visit uuu ecu coop

The International Co-operati\e Fisheries Organisation
(IFCO) is a sectoral organisation of the International Co-

operative Alliance. As a global organisation lor co-operatho
in the fishing sector it has four ke\ aims:

« Creation of new co-operative fisheries organisations:
e Promotion of co-operative training and education,
including the production of educational material;

« Lxchange ol technical information movements on a
global basis;

(Put more information on TC'FO visit icfo.coop)

riie International Health Co-operative Organisation
(I111CO) 1is a sectoral organisation of the International Co-
operate Alliance. As a global organisation for co-operaii'e?
in the healthcare sector it has four ke\ aims:



e Provide a torum for the discussion and exchange of
issues ot relevant to its members;

« Provide information to United Nations organisations,
national governments, the media and the public about
the nature and role of health co-operatives;

* Promote the development of health co-operatives:

e Collaborate with other sectoral organisations and

thematic committees of the ICA.
IFor more information on 111C() visit www.ica.coop rhco)

ICA Mousing is a sectoral organisation of the International Co-
operative Alliance. As a global organisation for housing co-
operatives it has three key aims:

| o unite co operative and mutual self-help housing
organisations around the globe through membership of
ICA Housing;

e To represent the co operative and mutual self-help
housing movement by supporting members at a local,
regional and global level,

e lo serve our members by prov iding a forum for
knowledge exchange.

(For more information on IC\ | Housing visit
u u n icahou.sinfi.coop)

Originally established in IP22 as the insurance committee of
the International Co-operative Alliance. Ilhe International
Cooperative anil Mutual Insurance Federation (I(MIF) is
ti long established and wunique global trade association
representing cooperative and mutual insurers around the world.

Its three key aims:

In


http://www.ica.coop

« Promote the cooperative and mutual imurance sector

globally; I
« lie a leader in providing inromiaiion and services to

members;
« Represent the interest mol the global cooperative and

mutual insurance sector.
(For more information on It 'MU 'visit unu lanlj orpj

| lie Internsitionnl Organisation of Industrial, \rlisuual and
Sen ice Producers’ Cooperatives (CI( OIW). is a .cetoul
organisation of the International Co-operative Alliance. As the
global organisation for worker and producer cooperatives
trading in sectors from construction and transport to arts and
crafts, it has three ke\ aims:

« |lie promotion of work and production in a cooperam j
was:
e lhe promotion of worker ownership as a specific npe

of enterprise and labour organisation;
« 1he promotion of the cooperative movement in
industrial, craft and ser\ ice sectors.
I’or more information on CK OPA visit www.cicopu coopt

T hcmatic Committces

The Gender Equality Committee (ICA GEC) is a thematic
committee ol the International Co-operative Alliance which
piomotes equality between women and men and eender
Integi ation in the co-operative movement and society, h
formerly known as the ICA Global \\ omen's Committee.

| Ik ICA Global Human Resource Development Cummin*-1
(ICA I1IRD) shares knowledge, information and guidance on
co-operative education and traininu issues to Human Resource


http://www.cicopu

practitioners, co-operative leaders and co-operative managers.
It also provides a torum for the exchange of ideas, aspirations

and practical experiences to enhance the social and economic
ellectiveness of co-operatives.

The Committee, working in collaboration with the National
Co-operative | nion of India and the Vaikunth Mehta National
Institute of Co-operative Management has established the
Global HRD Network for co-operatives.

The K \ Committee on Co-operative Research (ICACCR)
IS a bridge between academic research and the co-operative
world. lhe 1C\CC’R aims to raise awareness of co-operative
re carch. particularly to managers and co-operators so that it
can be applied effectively to current co-operatives issues.

lhe If \ Communications Committee (ICACC )ensures that
the co-operative business model is promoted cllectively and
appropriately to as wide an audience as possible around the
world. The Committee works towards building a level of
understanding amongst communications professionals in co-
operatives globally to encourage them to promote the business
model as part of their work.

Ilhe If V Youth Network aims to help young co-operators
from different countries to connect, share experiences and
idea, as well as to provide an environment where voting co-
operators can learn more about the wider co-operative

movement Involving young people from outside the
movement through education and support is a key locus ol the
work of this network. The network also looks to empower
young co-operators to engage with the rest of the movement to
both raise the profile of youth issues and to ensure the youth
perspective is presented during wider discussions.
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Ilhe \uilii and Control Committee monitors the financial
situation ol the urbanisation, and submits repons to the Board
and tieneral Xs“embIN on im>ne‘®that it deeiiri iiupotiani lor

efficient management and operations.

LET A MAN LEARN THOROUGHLY
Whatever he may learn, and
LET HIS CONDUCT BE WORTHY OF
HIS LEARNING.



