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ABSTRACT

Title of Project! The Promotion of Industrial Cooperdtives.

Number of Project: Us/URT/77/024/11-01/31.3

Purpose of Project: To investigate the feasibility of
creating a iiew unit within the Small
Industries Development Organization whose
overall purpose would be to provide
assistance to manufacturing co-operatives.
The immediate objective will be to give
guidance on overall industrial co=-
operative policy.

Start of Project: 4 May, 1980.
duration of Project: 12 months.
Datc of Report: 31 July, 1980.

This report is the first of 3 planned technical reports and
deals with the setting or background to the promotion of
industrial co-operatives in Tanzania. The next report will
deal with thne problems of industrial co-operatives together
witih an analysis of possible solutions and the third report
will deal with the development of proposals for implementa-
tion,

This report briefly revicews the history of the co-operative
movenent up to 1975 and deals at greater length with deve-
lopments thereafter including the legislative measures which
actually or potentially radically affect it. & profile of
registered industrial co-operatives, which grew from 2 in
1962 to 162 in 1980, is then drawn and attention is drawn

to their high rate of growth which reduced significantly
from 1978 onwards. Reference is made to a paper prepared by
the adviser on industrial co-operatives in Tanzania for
prescntation to an internal symposium and to a reply
presared in answer to a series of questions on industrial
co=oncratives raised by the International Co-operative
Allinnce,

The renort makes the preliminary conclusion that in spite
of the changes in the movement that have taken place, the
climate is favourable for the proposed project and that
SIDO is the most appropriate institution in which to field
it,
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Technical Report: The Setting for

Industrial Co-operatives in Tanzania

INTRODUCTION

Following the establishment of the Small Industries
Development Organization (SIDO) in December, 1973 to
implement Government policy of promoting small industries
throuzhout Tanzania, UNIDO provided assistance to SIDO
through two senior advisers assigned in 1974. The first
was concerned with assisting SIDO in preparing a strategy
for tae implementation of their mandate. The second was
concerned with the establishment of industrial estates
whiclz are now planned for cach of the 20 regions on the
mainl=ande ‘

In support of the Government's expressed wish to promote

industrial co-operatives within the small industry sector as

a mcans of achieving greater sclf-reliance and to help meet
socio-~aconomic objectives, a new project proposal was put
forwarcd by UNIDO in March 1978. It was proposed to assign
4 international experts over 2 years to set up a special
unit within STI50 to promote industrial co-operatives and
provide extension services on a pilot basis.

For a number of reasons, the proposed project did not
become operationals One of the main reasons was that the
funding azgoency, the Overseas Development Administration in
London. felt that not enough was known about the co-
operative movement in Tanzania which was in the process of
being radically re-organised.

accordinzly, a modified project was evolved on a much more
limited scale. In this case it was decided to assign one
adviser only for one year to appraise the situation and
deterniine the feasibility of a larger project concerned
with implementation.

This report is the first of 3 planned technical reports
by thce adviser and deals with the setting or background
to the promotion of industrial co-operatives in Tanzaniae




I. THE CO-OPERATIVE MOVEMLNT IN TaANZANIA

UP TO 1975
The history of the co-operative movement in Tanzania goes
back nearly 50 years. The first Co-operative Societies
Ordinance was cnacted in 1932 and a full time Registrar was

appointed in 1936.

The carly societies were primary morketing co-operative
societies concerned with coffee, cotton and tobacco which
were formed to bring an end to the activities of middlemen,
The colonial governm:nt also encouraged the marketing
co=operatives as a 4ood form of economic organization for
the country and as a way of introducing a cash economy. In
1950 a full scalce Co-operative Development Department was
established to cope with the rapid growth of the movement
and in performing the government role of sponsoring, super-
vising, advising, auditing and inspecting, educating and
giviny overall guidance to the movement. This feature of
active involvement of the government was to be even more
pronounced in the following years. By 1961, when Tanganyika
achieved independence, the number of registered societies
was 857,

Followinz independence, the co-operative movement expanded
rapidlye In the first 5 years, the number of registered
societies nearly doubled as a result of government policy to
encourage the movement as a means of achieving greater self=
reliance and to extend it to the other parts of the country.
Durin; this period there were other important developments
such as thc¢ establishment of the Co-operative Union of
Tanganyika (CUT) in 1961, the formation of the Co-operative
Bank in 1962, the establishment of the Co-~operative College
and'Co-operative Education Centre and the amendment of the

Co~operative Socicties Ordinance in 1963.
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The ra»id expansion led to many complaints and criticisms.

A Presidential Special Committee of inquiry into the Co-
operatiive lMovement and Marketing Boards in 1966 reported a
numder of defects including un-informed membership, shortage
of appropriate or specialist manpower, lack of democracy

at union level and susceptibility to political interferencee.
Reconmendations were made to overcome these defects and

thce major steps taken were to strengthen co-operative educa=-
tion and manpower development programmes, to create the
Unificed Co-operative Service Commission in 1968 to be
responsible for recruitment, discipline, terms of service
and dismissal of co-operative employees and to enact the
Co-operative Societies ict 1958 to supersede the previous

Co=-opcrative Ordinance.

Expansion and development of the movement continued at a
hign but reduced ratec. By 1975 there were over 2,000
registered societies at the primary levael of which over
1,300 were the traditional marketing societies which were
now affiliated to 22 Co-operative Unions at the secondary
level oad these in turn were affiliated to CUT as the apex
organisation. Other societies included Savings and Credit
Sociecties together with a national Savings and Credit Union
League (SCUCT) linking them together, Consumer (o-operatives,
Transport Co-operatives, Agrarian Societies and Industrial
Co-operatives., Total membership was around 900,000,
marketing turnover was over T. shs. 800,000,000/ p.a. and
wholesale and retail turnover was abou T, shs. 700,000,000/=

Peloe

Besides being agents for the Crop Authorities and Marketing
Boards in the collection of agricultural produce, some of

the Co-operative Unions carried out processing such as cotton
ginning, 031 extraction, maize and rice milling, etc., a few
ran seed farms for their members, most of them had a transport
operation both for collection and distribution and all of

them opcrateqzwholesale distribution service for foodstuffs

and other consumer requirements., In addition, the Unions




also procured loans on behalf of their members for farm inputs

and distributed such imputs.

1975 could be regarded as the peak level of the co~-operative
movement in Tanzania in terms of most conventional co-
operative movements in other developing countries. Consider-=
able chonges took place from this year onwards, however,
which were to totally affect the movement.

II. THE CO-OPERATIVE MOVEMENT IN TANZANIA
FROM 1975 ONWARDS

Initial Legislation

The first piece of legislation which was to transform the
co-operative movement was The Vil ges and Ujamaa Villages
(Registration, Designation and Administration) Act, 1975.
This followed the villagisation policy of Tanzania whereby
the rural population were required to live in designated
villages throughout the country to eventually achieve the
status of ujamaa villages defined as "rural, economic and
social communities where people live together and work
togetaer for the good of all"*, It was originally started
tn 1963 but primarily implemented over 1974 and 1975. The
villagisation programme has now been virtually completecd

and some 8,100 villages have been registered.

The 1975 Villages and Ujamaa Villages Act specifically
prohibits the establishment of a registered co-operative
society within a village save with the consent of the

Minister in writing. Furthermore the provisions of the

1968 Co-operative Societies Act do not apply to a village.

The village itself is required to perform its functions "as

if the village were a multi-purpose co-operative society",

The Act stipulates, inter alia, that all persons over 18

Years of age are automatically members of a registered village
and taat if there is a branch of the Party within the village,
thce Chairman and Secretary of that branch are automatically
appointced as Chairman and Secretary respectively of that
village council,

*"Freedom and Socialism" by Julius K. Nyerere,
OUP 1968 (page 348).




This Act was followed by the Urban Wards (iAdministration)
Act, 1975 which makes similar provisionc to the earlier

act but with two main differences. First, each ward (a
divisior within a district) is "deemed to be a multi-purpose
co=operative society" even though the provisions of the

1968 Co-operative Societies act do not apply. Second, the
Minister is empowered to allow the operation of a registered
co~ocparative society or any category of registered co-
operative societies within a ward and alsc he is empowered
to '"modify" the provisions of the 1968 Co-operative Societies
Act, The 1976 Urban Wards act has newer been implemented;

neither has it been repealed.

Changes in the Co-operative Movement

This legislation presaged a number of changes. All primary
co=oparatives operating at the village level were dissolved
by decrec in 1976 and their assets taken over by the village
councilse. This mainly affected the 1,300 marketing societies.
In May of that year, the 22 co-operative marketing unions were
also lissolved but quickly turned themselves into limited
companies anc¢ distributed their shares to the previous

members of the marketing primarics. Their activities

covering the collection, grading, transport and storage of
produca, however, were taken over by the relevant crop
authioriticse The Co-operative Bank had already been
dissolved in 1973 and merged with the National Bank of

Commerce in 1974.

The Co=~operative Development Department and its Commissioner
became the Ujamaa and Co-operative Development Department
directly rcsponsible to the Prime Minister's office (the
Departient was previously within the Ministry of Agriculture

and Co=operatives).

The last remaining co-operative Union ceased to exist when
the Savings and Credit Union League became a department
within Washirika (see below) in January 1980.




" Further Legislation

Fartiier legislation affecting the co~operative movement or
relevant to the adviser's work was enacted in 1979, The Co-
operative Union of Tanganyika was dissolved and its place
taken by W4ashirika, the Union of Co-operative Societies.

Th~ Unificd Co-operative Service Commission was dissolved
ani {hc¢ Unified Co-operative Service act, 1968 rcepealed.

The Villages (Revenuc) .act, 1979 cnabled villages to raise
revenues from fces,charges and tariffs for any licence or
permit issued by them and to take, inter alia, "all receipts
derived from any trade, industry, works, service or under-

taking carried on by or belonging to the village'".

dashirika, the Union of Co-operative Societies

+ .

The dissolution of the Co-operative Union of Tanganyika and
the sinultaneous creation of Washirika, the Union of Co=-
operative Sccieties, under the Jumuiya ya Muungano wa Vyama
vya Ushirika (Establishment) act, 1979 was a profound changee
The Rules set out in the Schedule to the act make it quite
clcar that Washirika is set up as an affiliate of the ruling
party, Chama cha Mapinduzi (CCM). It is onc of five
affilistes, the others being concerncd with the Women's
League,y the Parents Association, the Workcrs Union and the
Youth Leasuee The Secretary-~General., ho is the chief
exccutive of washirika, together with his two Deputies (one
for warszibar) is appointed by the Chairman of CCM, All the
remaining executives of Washirika at national, regional and
district level arce appointed either by the Chairman of CCM

or by the Central Committce of CCli. The Rules go further.
Thcy stipulate that all secretaries of co-opera*ive organiza-
tions, wherce they exist, shall also be appointed cither by
the Chairman of CCM or by the Central Committee of CCM.

In addition, all leaders of co-operative organizations

(ieve Chnairmen) shall be vetted by CCM before being confirmed

in officc,.
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According to the .act, Washirika is composed of registered
villages, ujamaa villages, "co-operative societies registered
or rczistanle under the Co-operative Socicties ict, 1968
and cco=oDdcrative societies or other similar bodies registered

or recognized in accordance with the laws of Zanzibar'",.

The hasis of the national Washirika representational
organisation is the District ..»nnual Assembly (there are 111
Jistricts on the mainland and 10 in Zanzibar). Each of these
asscmblices consists basically of:-
The area Commissioner (who is also the Districwt
CCM Secretary)
* The Sccretary (appointed by CCM)
* The District Ujamaa and Co-operative official
* The District agricultural official

* 411 Members of Parliament resident in the
District (usually between 1 and 3)

One representative from each registered village
Onc representative from each ujamaa viliage

On¢ represcntative from each co-operative society

Each Assembly elects for 3 yecars a Chairman of the Assembly
and 1C other pcoplc from among themselves to serve on the
District Implcmentation Committee which also includes those
astcrisked above. The Assembly also elects for 3 year terms
2 persons to represent them at Regional level, one person

to represent them at the District mectings of each of the
other 4 affiliates of CCM and 3 persons to represent them at
the Jistrict CCM annual conferencc. The District Implementa-

tion Committee meets every 3 months.

A 3imilar pattern cxists at the Regional level (therc are

20 Regions on the mainland and 5 in Zanzibar) except that in
addition to the 2 representatives from each District, all
Ddistrict Chairmen and Secretaries also attend the annual
Regional Council Meetings. The Regional Council elects for
a 3 year term one person to represent them at both the

National Council and the National annual Conference of CCMj



otnicririse similar clections to thosce at District level arc

carriccd out except that 6 persons are elected to serve on the
Regicnal Implementation Committee. This Committee has a

similair constitution to that at Vistrict level and meets
every 4 months.

it the national level, the controlling body ot Washirika is
the Mational Council which meets annually. The National
Council consists basically ofs-

Thne Secretary-General of Washirika
The Chief Executive Secretary of CCM

The single reprcsentatives elected by the Regional
Counc¢ils who also represent Washirika at the
Hational innual Confzrence of CCM

The Chairmen from each Regional Council
The Secretaries from each Regional Council

15 additional persons from Zanzibar clected by the

above .
The National Council el_cts for 3 years a Chairman of the
Council and 20 other people (10 from the mainland and 10 from
Zanziber) from among themselves and they, together with the
Scecrctary=-General, form the National Implementation Committec
which is the executive arm of the Council. The Council also
elects for 3 year terms one person to represent them at the
National meetings of each of the other 4 affiliates of CCM
and 7 Trustees, The Chairman and Secretary-General are

mempbers of the National Executive Committee of CCM.

The Hational Council has wide powers in formulating policy

and planning and controliing the activities of Washirikae {

It i3 zl1l50 responsible for implementing all directives given
to it by CCM. It has power to terminate membership or
remove leaders for misbehaviour, misconduct or indiscipline

but this power does not extend to those appointed by CCM.

all annual financial reports of Washirika must be approved
by CClie
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Washirika under its Secretary-General employs some 200
persons and has opened 20 regional offices on the mainland
and 2 in Zanzibar. Each regional office employs a secretary,
an education and publicity officer, an insurance officer

and a stationery clerk. Washirika's functions include the
provision of insurance cover, legal consultancy and printing

facilitics, stationery and office equipment.

Composition of the Present Co-operative Societies

Jespite thesoe drastic changes, the number of co-operative
societies continued to grow after 1975 although by 1980

therc weoere still only about half the number that existed five
years carlier. Apart from the 8,100 or so registered villages,
the number and type of registered co-operative societies in

May 1980 were:-

Consumer societies 509
Savings and Credit Societies 353
Industrial societics 162
Service societies (transport,
repair, etc.) 53
i.grarian and Fishing societies 4o
Housing societies 20
Handicraft societies 6
1,143

These socicties are all in urban arease.

111, INDUSTRIAL CO=-OPERATIVES
Growth

The first industrial co~operatives were registered in 1962,
Their pattern of growth since then has been both remarkable
and interesting. Aappendix A analyses this growth by region
and typee In terms of number of societies, the following

pattern is revealed:~
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Net Noe. of sociecties

registered or becoming Cumulative No.
defunct of Societies
1962 2 2
1963 - 2
1964 5 7
1965 2 9
1966 -3 6
1967 1 7
1968 1 8
1969 - 8
1970 2 10
1971 - 10
1672 2 12
1973 10 22
1974 31 53
1975 15 68
1976 34 102
1977 34 136
1978 11 147
1979 14 161
1930 1 162

It is cicar that the major growth began in 1973 and reached
a peak in 1976/77. Thercafter, the ratc of increase dropped

significantly.

Regional Vistribution

In toerms of regional distribution, as would be expected this
follows the traditional industrial areas of Tanzaniae Twoe
thirds c¢f the industrial co-operatives arec in 5 of the 20

regions nanmcly:-

Dar es Salaam 50
Tanga 24
Morogoro 12
Ruvuma 12
Mbeya 11

109
Other 15 regions 53

162
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Types of Society

In terms of type of society, there is at this stage a heavy
emphasis on traditional industrial co-operatives as the

following list shows:=-

Tailoring 47
Building and construction 4o
Corpentry 29
liectalworking and Repair 14
Ilining and Quarrying 8
Scapmek’ag 7
3aleries 5
drickmaking 3
Shcemaking 3
Printers 1
Ilattress making 1
Charcoal making 1
liiscellancous (multi-purpose) 3

-
A}
N

Closer cxamination of .ppendix A however shows that the arcas
of greatest potential growth such as lMctalworking show a

stecadicer and more satisfactory pattern of growthe.

Main Featurcs and Problems

At tihis stage. the main features and problems of industrial
co=-operatives are only sketchily known. 4 proper analysis

of prcblems and possible solutions will follow from the
detailcd survey planned to be carried out during the next
phasce of the assignment. The questionnaire developed for use

during this survey is shown at appendix 3.

A number of preliminary visits to industrial co-operatives
werc of course carried out to develop the questionnaire and

to obtain an appreciation of the factors affecting them.

These visits also include one or two partnerships and village
industrial activities. The number of small industry partnere
ships is well above the number of industrial co-operativese
Many of these partnerships, which are usually run on co-
operative lines, would become co=operatives if the restriction
in the current law requiring any co=operative to comprise 10
or more members were to be lifted and if there were distinct

advantages in so doinge.
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An cnguiry on industrial co-operatives from thce International
Co~operative alliance was forwarded on to SIDO by Washirika
in junce, The answers to this enquiry were compiled by the
adviscer znd his counterpart and the text is shown at .appendix
Ce .s will be seen, thesc covered the number and type of
industrizl co-operatives, federations, source of finance,

probicms, outside assistance and Government assistance.

Durins the first month of his assignment, the adviser was
rcquestes to prepare a short paper on the Promotion of
Industri~i Co-operatives irn. Tanzania by the Director -General
of Sid0, The paper was to have been presented at a symposium
sn the <evelopment of co-operatives in Tanzania to be held
by tn¢ Party in June but this was postponed and to date hac
not becn huelde The text of this paper is contained at
Appconcdix De It is based on the adviser's own knowledge and
researcn at that time. Nevertheless, it is pertinent and
relevant to the adviser's assignment and is fully endorsed
by SIDCe

v FIUDINGS AND PRELIMINARY CONCLUSIONS

It will be clear from the previous section of this report
that tle co=-operative movement as a whole in Tanzania has
been subjected to a massive and rcevolutionary changee This
change could be regarded as a bold experiment which may or
may not succeed. Certain internationally=~accepted co-
operative principles, however, have been ignored insofar

as the villages are concerned and in representational

torrise st the village level, voluntary membership and
co~-operative democratic organisation are missing. Whole
villages cannot be regarded as conventional co-operative.
socictics and, indeed, they arc not so regarded in the currcnt
legislation even though they are required to perform their
functions '"as if" they wewe multi-purpose co-operative
socicticse at the national level, it is difficult to
conceive of Washirika as representing the co-operative move-

ment of Tanzania and its legislation does not even claim

to 1o 8Ce
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At the urban level, thesc changes have scarcely affected
co=operative societics, apart from those dissolved, except
in reprcsentational terms. The existence of the 1976 Urban
Wards Act, however, represcnts a constant threat to their

autcnomous survival until it is repealed or amended.

Despitc this background, it is perhaps remarkable that the
relotively few industrial co-operatives visited at this

stage nave exhibited a considerable keenness and desire to
develc: and prosper. The dramatic growth in number of
socictices over the 5 years up to 1977 and the subseguent
significant drop in new Socicties suggestg, however, a certain
lacz of confidence by prospective industrial co-operatives.
Moreover, a considerable expansion in numbers of industrial
co=operatives might have taken place if the industrial
partnership enterprises, which exceed industrial co=-operatives
numerically and most of which are run on co=~operative lines,

had considered it advantageous to register as co-operatives,

The Government have laid considerable stress on industrial
devcloprient in general and on small industry development in
particular as a major contribution te economic progress
throuzaout the country. Furtherinore it considers that the
co~operative form »f organization is the most appropriate
form as o means of achiceving sccial aspirations and meceting
socizl objectives particularly at grass root levels, This
view i5 clearly reflected in both the 1975 Villages and
Ujanm-z Jillages act and the 1976 Urban VWards acte It has
been stressed repeatedly to the adviscer, however, that in
relation tc industrial co-operatives the Government remains
flezinlce in outlook and is prepared to consider any steps

necessary to enable therm to grow and pruspere.

Industrizlization at the village level, even on a small scale,
is a very remote possibility at this stage of development
in Tanzanine The size of village at present ranges between

250 ~nd 600 houscholds. “part from small handicraft production,
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service operations such as maize-milling or jobbing repairs
and other activities classified by SIDO as "non-factory",
the size of a village market cannot normally justify any
form of manufacturing industry. If a number of villages,
at least say 10, were to promote joint enterprises and
theredy widen the market, then the possibility becomes less

remote « bHut this has not happened yet.

Neveriieless, some industrial activities are being carried
out successfully at village level. One notable example

seen is a carpentry enterprise of 9 partners with 3 proba-
tioners waich not only markets its products throughout
Tanzaniz but has also succeeded in exporting its speciality,
beeaives, to Uganda and Ghanao. It is significant, however,
that the enterprise was initiated in the same year as the
1975 Act and, even though it was started with 17 partners
and is run on ultra-co-operative lines, has remained a
partnersihipe. However it has enjoyed complete autonomy and,
presiuzably in recognition of its contribution to general
village prosperity, has not been subject to any interference

from the village council.

At the urbdan level, industrial co-operatives are ° .¢cceeling
or struggling, as are all forms of small industry, for they
get no special advantage over partnerships or other forms

of private enterprise. Indeed, it could be argued that

the co=-oderatives face greater problems both internally in
terms of, for example, quick decision-making, and externally

in terms of supervision and control.

As already noted, the new legislation has scarcely affected
industrial co-operatives since the 1976 Urban Wards Act has
never Jeen implemented. Also, possibly due to the fact that
incustrial co~operatives form less than 2% of registered
villages and co-operatives, Washirika is almost totally
discounted by them. For that matter, none of the existing
co~operative legislation or legislation which affects co-
operatives deals specifically with industrial co-operatives
~ it was drawn up almost entirely on the basis of agri-

cultural, consumer and savings and credit activities.
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Most of the industrial co-operatives seen during the course
of developing the questionnaire face severe problems in
comaon yith all small industries in Tanzania. These range
from problems of raw material and consumable supplies, lack
of suitable equipment, inadequate buildings and facilities,
lack of transport, lack of finance, limited markets, etc.
to probdiems of inadequate technical and basic management
traininge 1In the absence of any relevant organization to
represcen: their problems, particularly of supplies and
financey at the appropriate levels (e.g. the state supply
organizations and the banks), several are now in the process
of forming an association in Dar es Salaam in conjuaction
with small industry partnerships and other forms of

private enterprise. 2All small industries with problems,
inclucing industrial co-operatives, now tend to turn for
help, novever, to the Small Industries Development
Organization (SIDO) since it is the only organization
staffed, equipped and ready to help. In many cases,
moreovery it was SIDO who originally gave them practical
assistance at their promotional stage in terms of
feasihility studies, initial financing and supply of

plant anc¢ equipment, supply of initial raw material,
assisting in obtaining working capital and general technical

and management advice,

The preponderence of villages to co-operative societies

and the very nature of this vast experiment suggests that
there is a pre-occupation by the administering, monitoring
an< controlling organizations in the problems of village
developinent both now and for many years to come (this may
explain why the extension of the ujamaa concept to urban
areas 125 been shelved for the time being even if the
enabling legislation still exists). In addition, industrial
co-operaiives within these societies have problems and needs
unique to themselves which few conventional Government
organizations set up to assist co-operative movements are
equipred to solve. Indeed, industrial co-operatives in

general are still a relatively new form of organization
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within (the co-operative world and are developing in form
and nunbders at an increasing rate. The question is, there-
fore, how can industrial co-operatives in Tanzania be
assisted to develop most effectively and play their part

in the incustrial development of the country?

Ideally, and in line with the sixth co-operative principle
of co-oneration between co-operatives, industrial co-~
operatives should be encouraged to form their own Union to
act as an apex organization both to represent their
interests at appropriate levels and to provide required
common services and functions which can be more economically
provided centrally. Such a development should, however, be
a natural and spontaneous onc and not imposed from outside,
This is a development which could, however, take many years

to acliicve,

In the mceantime, the focal point for the effective develop-
ment of industrial co-operatives can only be SIDO. This is
not to suggest that SIDO should undertake the role of an
industrial apex organization. However, many of the services
which would be provided by an apex organization are already
bein3 »rovided by SIDO. Moreover, if industrial co-
opecratives are to be given preferencce in the promotion of
new small industries, as is frequently pronounced at various
levels,y, SIDO may find itself increcasingly concerned with

this forn of organization.

So far and in a relatively short period, SIDO has achieved

a considcrable reputation in the country in the promotion

of sn:all industrices of all forms. There has been less
enmphasis, however, on tine continuing development of existing
small industries mainly due to the limited availability of
staffe ith only two professional staff members in each
region, the organization has been fully stretched in the
promotional aspect and the planning and implementation

of regional industrial estates, which clearly took preccdence

at the carly stages of small industry growth., Furthermore,




articular expertise on the unique problems of
co-operatives although it is required to give
preference to such forms of enterprise. Again, apart from

0552ibic nre-occupation with village development, the

Ujamaa =2nd Co-operative Dovelopment Department is seriously )

under-staffed at the present time.

The Zuriler promotion and development of industrial co-
operatives in Tanzania wculd therefore be greatly assisted
by tac setting up of a special unit withja SIDO devoted to
this asyect of small industry. The main activities of such
a unit would be to monitor the progress of existing
industrial co-operatives and analyse their particular
proniems, suggest and help bling about the means of over-
conin ; such problems, render advice to prospective and on-
goinj co-operatives on managerial and technical matters
and carry ocut relevant research and development work., It
would draw on the expertise already existing in SIDO
concerning, for example. feasibility studies and supplies
of nacizinery and raw materials- It would alsc keep under
reviev impor:iant develooments taking place in other parts
of tae world such as the higchly successful Mondragon co-

operatives in Spaine

This renort therefore concludes that the project proposal
for tiac setting up of & "i1it concerned with industrial co-
operatives within SIDO propared in 1978 was right in
concert despite the profeund changes that have since taken
placce owever, tiic develornentz which have taken place
will have to be taken in%to nccourt in drawing up a

revised project dozunent. furthermore, more account
should He taken of activit 2t nlreadvy established within
SIJC for small indusir: gencrolily. Tt is thercfore
probable that the project could be considerably

simplificde.




CONCLUDING RBMARKS

This report has dealt at some length with the setting

or background to the promotion of industrial co- '
opsratives because it is important to understand how

the situation can affect future development. It should

also be clear, however, that the intention of much of

the legislation is directed towards achieving a devolution

of Government activity right down to the village level to

achieve a national cohesiveness which would not otherwise

be thercj it is not intended to be anti-co-operative in

naturce

With regard to industrial co-operatives, the climate

for their expansion and development is extremcly favourablae.
The Government has made it clear that it wishes them to

be successful and to play their part in the broad develop-
ment of industry throughout every region in the countrys.
What is suggested but not defined in the report is the
sepavate development of industrial co-operatives which

can still maintain their overall links with the movement.
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GROITE OF IilJUSTRIAL COOPERATI!ES IN TaNZANIa 3Y REGL

3ases on date of regjistratien and two years operatio:

——

Region 19621 1963 1 R[ 1955 [ 1966 ] 1967 68] 1969 | 1970 1131972 19731 1
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Kagera ; ; ‘ R
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JCOPERATIVES IN TANZANIA 3Y REGION AND TYPI

(Compiled in Ju®

APPENDIX

1§

, 1980)

stratien and two years operation only of societies defunct i1 1980
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APPENDIX C

INDUSTRIAL CO~OPERATIVES IN TANZANIA

Number and Type of Industrial Co-operatives

(Defunct societies are assumed to have operated
for two years only).

Type 1970 1978 1980
Tailoring 2 46 Y4
Building and Construction 4 37 40
Carpentry 2 24 29
Metalworking and Repair - 11 14
Mining and Quarrying 1 7 8
SoapmaXkin; - 6 7
Bakerics - 5 5
Brickmaking - 2 3
Shoemazing - 3 3
Printers - 1 1
Mattress making - 1 1
Charcoal making 1 1 1
Miscellaneous {(multi-purpose) - 3 3
10 147 162
Noesof members (based on
15 per society). 150 2205 2430

Societies excluded cover consumer societies, savings and
credit societies, service societies such as transpor:,
agricultural societies; housing societies and handicraft
societies -~ which in all now total approxXimately 980,

Financial information

Therc is no complete financial information available.

Federations

All registered co-operative societies are members of
WASHIRIKA, the Union of Co-operative Societies.

There is no special federation or union of industrial co-
operatives., Some industrial co-operatives in Dar es Salaam
arc in the process of forming a proposed association of small
industries in conjunction with private and partnership
industries. The only marketing and supply services provided
for small industries generally (and not exclusively for
industrial co=-operatives) are from the Small Industraies
Development Organization (SIDO).

"Artisanal! Co-operatives

There are no such co-operatives undertaking marketing
and supnly on behalf of their memberse.




Labour Contracting Co-operatives

There arc such societies catering mainly for port labour,
cleaning labour and the provision of watchmen. They have
not becen included in the list of industrial co-operatives,

Source of Finance

Member capital in the form of entrance fees and shares is
usually far short of total capital requircments.

Most industrial cc-operatives obtain loans from public sources
usually with the assistance of SIDO., Public finance is from
four sources:-

Tanzania Investment Bank (TIB) - for equipment and
working capital.

Tanzania Housing Bank (THB) - for buildings.

Tanzania Rural Development Bank (TRDB) - for
equipment (rural areas).

llational Bank of Commerce (NBC) - for short term loans,

SIDO also provides financial assistance in kind through

obtaining plant and equipment for small industries generallye
Industrial units including co-operatives are normally

required to pay 10% of the total value in advance, are given

one year's grace and then repay the remainder over 5 yearsinterest
free but including a 5% handling charge by SIDO. ’

In addition, small industries including co-operatives have
benefitted from gifts of plant and machinery from both
national ond international organizations. These include the
Regional Development Funds, the Canadian Universities Students
Organizations, the Swedish International Development Agency
and the Royal Government of Netherlands,

Industrial co-operatives have not been strong enough to
form thoeir own bank to help with the provision of finance.

There was a Co~operative Bank formed in 1962 but this was
dissolved in 1973 and merged with the NBC in 1974.

Industrial Co-operative problems

In geuoral, all industrial co-operatives face the same
problem as their counterpart private and partnership small
industrics., The most severe usually concern procurement

of rawv matecrials partly because of the small quantities
required, partly because of national shortages particularly
of imported materials, but mainly because of lack of
adequate funds to finance economic orders. The banks are
generally hesitant to advance sufficient funds for working
capital to small industries partly because of a lack of
equity but mainly because the costs of processing and
controlling small loans arec no less than they are for large
loans,
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Production problems usually centre on lack of adequate
equipment and lack of technical or management training.

At thais stage, marketing problems are not considered severc.
This is mainly because Tanzania represents a scller's

markct foliowing severe import restrictions of consumer
goodse I[iarketing could represent a much more serious
problem as the supply of goods improves.

At present it is not known whether any industrial co-
operatives have succeeded in breaking into the export
markcte It is known,however, that some partnerships (many
of which may later convert into co-operatives) have done so;
one particular example is a carpentry partnership which
specialises in the manufacture of beehives and which has
obtained orders from Uganda and Ghana.

OQutside Assistance

No industrial co-operatives have been helped by co~operatives
in industrial countries or by UN agencies such as the ILO

and UllIJ0e However, UNIDO is currently carrying out a survey
to determnine whether a project to assist in the promotion

and development of industrial co-operatives would be
feasible,

Governnent assistance

No special assistance beyond the nurmal assistance given
by the Ujamaa and Cooperative Development Department to all
co~operatives is given to industrial co-operativess. The
Government is aware however that problems exist and are
awaiting the outcome of the current UNIDO survey.,
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APPENDIX D °

THE PROMOTION - JINPUSTRIAL CCCPERATIVES
IN TAMZANIA

In this paper we shall examine the special characte-
ristics cf industrial cc-coperatives in relation tc
other cc-operative activities, the reascns fcr

current interest in industrial cc-operatives and the
need fcr industrial co-cperatives in Tanzania. We shall
then discuss the f-rm ~f industrial cc-cperative best
suited t~ Tanzania at this stage «f develcpment, the
prcoblems being faced by existing cc-operatives and the
censtraints to the premcticn of new industrial co-cpe-
ratives. The pa-er ccncludes by cutlining a prssible
strategy tc be adepted fcr the premcticon cf industrial
coccperatives and stressing the nced for further

wtudy, discussion and decisicns in this area.

The histrry cf the internaticnal cc-operative moverent
and the develcpment ~f cc~operative principles is, no
dcubt, fariliar tc this assembly. It will be recalled
that whilst its rrrts date back teo the Industrial Re-
veluti-n, the primary ccncern ofits criginatrrs was

to cecllectively crganise the supply cof basic consumer
requirements for its members ~t the lrwest pcessible
prices - even trday this rcmains the major crncerns
The organisaticrn of prcducer co-operatives was a later
development and these were primarily cencerned with
agricultural marveting and agricultural or rural
crcdit, Industrial cc-opceratives, with a few nctable
exceptirns, were a very much later development. Many
£ these were cenceived as ancillary activities

within large crnsumer co-operatives or initiated by
such coe-oper~tives te supply crnsumer needs, Few

cf this type cf industrinl cec-cperative have been
successful for a number nf recas-ns which we shall

outline,
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Irdustrial co-operatives may be brcadly classificd int- .
twr rain types:
() Ce=npcratives which crpley werkers and whese '

membership boears no rolatin t- the werk-f-rcco,

(b) Vorkcr co~cperatives, i.c. where the werkors
themselves arce the rmembers, These are refzrred
tc in the Co-operative Sccicties Act.

1968 as "wer'ers' jeint enterprise" socicticse

I». Tanzania, alrcost all incdustrinl ce-cperntives arc

~f the sec-nd type., They are unique ¢ mpared tc nall
cther types <f ccoperative s-ciety in thet only wrrizors
ar¢ me—bers and any prefits are shored in 'proportion to

w~rk crntributi~-n.

The first type ~f industri-l cr-oper~tive which erploys
wrrkers faccs a number ~f prebloems which have te be
sverccme, such as:-

L~ck of interest or incentive of the werkers themselvess
pessible conflict of interasts betweon mewbers in csta-
blisbing the cbjectives and prlicy ~f thec cnterprisess
pessible cenflict between 1lny directicon nand pr~-fossional
m-~itagerent op techneclegists particularly in the arens

of enterprise develepment, forward planning and day-
tr=dny cxecutive decisicns;

the neced to »e cerpetitive in crder te survive and teo

develop and retain an adcquate market.

A
LAk

It cculd be snicd that such co-cperatives face a1l thie
prcblems of heth public nnd private enterpriscs with

the added cemplication ~f A crc=cperative organisnticon,

orler cc-operatives, cn the cther hand, shcould be

nighly metivatee te develep their cwn enterprise aid
ma¥e it a success since, particularly if ench membor
hrs a high perscnal stae, it reprrsents thc members!

cwn future livelihord. finy prssible personal conflicts
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will thus be rutweighed by the needs of the enterprise
itself - efficiency,productivity and satisfied custo-

mers will be everybody's business. ,

The cemron feéature of all industrial co-cperatives is
hat initial funding reauirements are usually consi-
derably higher than is the case with cther primory
cc-operatives. Subsequent capital gencration has tc be
sufficient at least to service leonans and to provicde for
progressive replacement and development cf plant,
These rcquirements of crurse will be considerably
lower in the small-scale industrial secter and, in
terms of cutput, Tanzanian experience has already
shcwn that investment in this secter is 5 times mcre

eficient than investment in the large-scale sectcre

Considerazble interest has been shown in rcecent years

in industrial co-operatives in general and worker .
co=-operntives in particular. In the more developed
cowatries, this interest has developed as one possible
answer: to industrial strife and potential factory
clcsures. In the less developed countries, this

interest is related tc the desirc for broad-based
industrial development and large-scale jobecreation in

the interests of national self-reliance.

In SIDC we have idcntified, scheduled and to a great
extent located to districts and villages 3,338 small
incdustries teo be set up over the third 5 year plan
for Tanzania. This represents an increcase ¢f 77%
cver the cxisting number of small industry umits and
a2 74% increase of employrment in this area. This is
within the context of an increased contribution b¥
industry as a whele of 9,3% to GDP. A considerabfec
emphasis is therefore being given to the small-scad®

scctor where both existing and planned units employ

an average of 11 perscns each,
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“Tithin the frameweri of Nrtiennl pelicy and ~snir-tions,

it is clenr that thesce units should he ost-blished

whuerever pessible s industrinl co-opor-tivese.

he
cuestion is - hrv, Ancd in what frrm?
industrial
Of the twe brsic typoes of / co=oporative nlrcendy
discussed it is alsc clenr that, fror thne peint cof vicsr

cf brth size and c¢ffectiveness, werl'cr cr=cper-tivces

nro te be prefer-ed. Indeced, therce are alrendy many

geed exarnles of such units o cratings suceessfully in

the ceuntry. As alroendy neted, worker co=-operatives

are licly te be botter metivated and have fower

corflicts tr distract them. iccordingly newly - sromoied
wercr co-cperntives ccould be cxpected te beerme fuily
self-suprerting in ~ strrter poericd of time. Additi-nnil’y,
tr. ncoed for sup rvisien should be considerably reduccde
Wh~t are the preble~s and crnstraints te rrometing

wrr-er cc=-op.ratives cn a wide scrle in Tanzania?

Rocent surveys of oxisting industrial cco-operatives in
the country have highlighte® many basic prebloewms. dere

arce scrme of them: -

() Lne» of member cnthusiasm:
= In cne survey, only 30% of the units were
member-initintedy, The mrjerits wore initinted
by vrricrus afficial bediessy
- Many necw units eXperienced a majer rcduction
in the number of members which was bad for
morale. It is botter to start small and grov

sc that initial centhusiasm is nct 1ost'
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= scpe units hnve becn used as cutlets for
pcople whe have failed elscewhere. Thoe chancces
of success of an industrial cr-operative ns o
l1~st rescrt arc cxtremely smallg

= 1-ck of ccenemic success deoos not attract

ambiticus people tr jein co-operatives.

(p) Officinl encruragement to initiate incustrial
co=operntives hrs net always been supported by

preper feasibility studices,

(c) There is a gencvral 1nck of operaticennl an?
minnagerent sills., Net only is acdequnte troining

required but alse there is 2~ necd to ensvure

competitive remuncration,

{a) In secme cascs therc is a lack of spocific
preduct demand., This indicates insufficioent
tnowledge cof the markcet or of mar%eting s2illse

(e) Difficulty in cbtaining manufacturced raw
materials, e.g. cloth.

(£) Insufficient working canital, c.g. te finnance
adequnte raw materinl stecks

(g) Lack of brsic ecquipment and preper teols.

(r) L~ck of basic facilities such as ndequnte
buildings.

(1) L~ck of orders r~artic:larly when market geared
te ~ne brsic custrmer, co.ge. schocl desks for
Ministry of Educaticn

(j) Inadequ~te recerds and accounts. In cne survey,
90% cf the units hacd insufficient recrords t-
gauge ecrnemic performance., Few units have
trained br-kkcepers, Officinl audits are some-
times years behind. Some cc-oper~tives employ
private firms to audit and to preduce financial
bucdgets, There have been cases of embezzlement

of fundse
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(k) There is little cipital generatien, if arys; cne

co-operative state? thot prefits were used as

l~ans fcr members in necod.

Aport frem preblems facing existing industrial co-ope-
ratives there arc le~nl cerstraints te the premction of

new o..esitw

- In the first place, the 1968 Co-op r-tives
Societies /et is primarily concerned with
traditicnal consur-r, agricultural ~ns crodit
Fri=ary and seccecndnary sccietics, Little ccnui-
deratirn is given to incustrial co-oparntives
of any tyne., Furthermore, it excludes tic
possibility of registering sccizties with less
than 1C members. Where the average size of
industrial unit is 11 persons, this eliminntes
nearly half the units as potentinl worker

co-cperatives.

- Next, the 1975 Villages and Ujaman Villar:s hAct
specifically prchibits the establishment cf a
registercd co-operative sccicty within o vil age

save with tho censent of the Minister in writin

-

C

Furthcrmere the previsicens of the 1968 Co-cpera-

tive Socictics fict do not Arnly to a villoge,

The village itsclf is required tc poerfrrnm its

functirns "as if" it werce a rulti-purpose co-~ope-

rative sccicty.

- Finally, thc 1976 Urban Wards i.ct ma%es siril-r
provisicrns to the 1975 Villnge iict but wit: ono
rr twr significant differences, First, c¢~ch w-rd
is "deemed t~ bhe" A rmulti purpcose co=-operative
snci -ty oven thcugh the pr-visions of the 1968
Co-operative Socicties fict do neot apply. Sccond,
the Minister is cmpowered tcoc nllow the coperaticn

of a registered co~oporsative soctety or any
category of registered co~operative societies
within a ward and also he is empowered to
"modify" the provisions of the 1968 Co-operative

Societies Acto
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So wherc dres all this lead us?

Clearly the law in rclatien tc industrial co-operatives
is confusing, centradictoryv and ambiguous. In due course
it shcould be revised so that it clearly reflects
National pclicy and enables effective industrial
co-cperatives tc be established, In the meantime,
hewever, it is necessary tr make temporary pr-visicns

so that the pace <f incdustrialisaticn is nct slowed

doewn cr even stopred,

What strategies cculcd we adept tc sclve tnis problems?:
Fer the reasons already given, we are dcubtful f

thce chances cf success ~f an industrial co-operative
set up with employed workers either by a village or

an urban ward, We believe that the wcrkers shculd

have brth a strrng ccrmitment and a high incentive

tc make the enterprise a success and that a wcrker-
co-cperative is the mest effective form of organi-
sati~n tc achieve this. The village cr urban ward
should also benefit frem the success of the enterprisce
Given these factrrs, it should be prssible to
encrurage villages an”d urban wards tec supnert the
setting up cof werker co-operatives which would
eventually contribute a small percentage of their net
prcfits to the 1 cal authority, say 10%. The village
or ward wculd thus benefit not enly financially in

the long~term but also frem the added preosperity
within the village or ward and the availability of
lecally=-manufactured products which would not

otherwise have been there,
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16. But it will be clear from the problems outlined that
beth in promecting new industrial cce-operatives and in
suprecrting existing incdustrial ce-operatives thero
needs tc be an rrga-isatiocn capable of providing the
technical and managerial expertisec needed te establish
cnd subsequently assist industrial ce-cperatives.
Ideally such an organisatien sheuld be a co-operative
cne ancd, indeed, the idea of &~ Unicn cof Industrial
Co-opcratives acting as an apex organisaticn to support
all incdustrial cc-cperatives was discussed at the
wcrkshop cn industrial cc-operatives crganised by the
Ministry of Incdustries in 1978. However nc such
crganisation yet exists and it appears that we still
lack any relevant -o-operative organisation which can
zrcvide the necessary technical and managerial services,
Wie are therefrre very cren tr ideas anc suggesticns

as to hew these services cnuld be provided.

17. Of crurse SIDC itself is ccmmitted to premoting and
providing service te all small industrics in the
ccuntry, Its resmurces are heowever limited and the
stress has been on premeoticn rather than crntinuing
suprert of established small industries. This is
a tmsk which will grcw in relaticn t¢ the grewth of

industry itsclf.

18, The premction and suprort of industr 441 cr-operatives
presents all the preblems existing fer swmull incdustries
generally plus the special problems asscciated with
co~rperative organisaticrns. Much werk requires to be
d ne. Enabling legislatirn or temporary Ministerial
directives need tc be cdpafted., Supplementary rules
aprlying tec industrial ceo-oper~tives necd tc be
developed, Model By-Laws which can be fully under-
stced at the prisary level need te be agreed. Above

underestanding

all, a gecneral of the situati-n and agree-

ment at all lcvels needs t  be reached.

|
|
i
I
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19, The prewmcticn of small-scale industry in Tanzania
and the explcocitaticn of local resourcew is of vital
importance in decentralising the eccnomy, realising
the potential of the country and mecting the basic
nceds cof the people. We believe that industrial
cc~operatives can be the most effective means of

achieving thc planned expansicen in this secter.
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