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Ia view of *he importance of industrial co-orperatives ani +he simmificance
of co-operation beiween developing and developed ccuntries, 2s well a2s among
develcoping countries themselves :in *he sharing of experience in *he co-operative
“orms of industria2l production bv ithose who have alresd~ accuired -hris knowledge,
UNIDO, in close co—operation with ICA, ICA Regional Office in Tan~3ani2 and the
Tanzanian authoriiies, has decided to convene the Conference on the Tconomic and -
Sacial Potential of Industrial Co-operatives in DNeveloping Couniries. The Conference
wiich will take place in Arusha, Tenzania, from 'S to 9 Februzrvy °982, is held
for representatives from Tanzaniaz and from other develoving couniries, namely
3otswana, Zthiopiz, India, ¥enva, Nigeria, Peru, Zambia 2nd 7imbabwe, who are
concerned with indusirial co-operative develotment.

The main objectives of *his Conference are:

- to disseminate to the participating developing countries, ‘the findings and
recommendations of a 2% vear Research Study on the Tconomic znd Social
Potential of Industrial Co-operatives in Developing Countries, which was
recently conclvded bty ICA with support from the Urited Nations znd the
British Overse2s Develommert Avthority. The Research %30z tha2 form of case
studies in India, Peru and Senegal, which set cut the ksy factors which make
for the successful operation of industrial co-operatives:

- to initiate a2 dialogue on the study by testing its findings a2gsinst the
experiences of the representatives of the participating countries:

~ ' to enable the reoresentatives from the participating develoding countries to
present a general picture of the co-operative movament and the conditions
prevailing in their respective countries for the 2stablishment and development
of industrial co-opera*ives, Country papers have been prepared accordingly by
the representatives of Peru and India, by a Tanzanian Senior Officer, and by
the co-authors of the above-mentioned ICA Study, Professor P, Abell and
Dr. N. Mahoney, who visited respectively, as UNIDO consultants, Ethicpia, Kenya,
¥igeriz, as well as Botswana, Zambia and Zimbabwe;

- to give the representatives from the participating developing country an
opportunity for promoting industrial co-operative oprojects for their eventual
undertaking through international co-operation. According to the above-mentioned
country papers, project ideas have been identified in Botswanz, Ethiopia,

Kenya, Nigeria and Zambia.

It is hoped that the dialogue initiated during the Arusha Conference will lead
t0 a greater co-operaticn between industrial co-operatives from industrialized and
developing countries, and among the developing countries themselves, with the possible
agsistance of UNIDO, ICA and the co-operative organizations represented in Arusha.
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JWITED REFUBLIC OF TANZANIA
COUNTRY 2.FCR FCR CONFZRINCE CON THE ZCCONCHIC
oD SCCIAL POTENTI.L CF INDUSTRI.I CO-CPCRLTITES

I¥ DEVELOFING COUNTRTES, ARUSHA,
15-19 FEBRU.RY, 1982

1.1 Tanzania is o country Committed to pursﬁing the
ideclogy of Socizlisn 2nd self reliance, Land narks and
concarted efforts to attain this end were charted out in the
Arusha Declaration in 1967. It is from this year that the
Govermment took control znd quidance of all the comnanding
heights of the economy. In cs far as the Industrial sector
is concerned, it is very clear that large industries fer
exports are ,estatlished ~2nd ran by national parzstetal
organizotion either singly gf under nanagement agreerents
with foreign collatoratisns. Industries of this magnitude
2re very few and by their nature the Country can only afford
to establish %em in ecch of prescribed six Industrial zones.

50 in the large Industrial scctor, ownenship is mostly public,

1.2 The second category of Industries is the medium scale
sector in which ownership could be a Public corporation, a
ocllaboraticn between 2 public corporation and an Individual
entreprenuer, cooperztive or partmership groups and indivhduals
sinsly . The mediun scale sector caters for regional and
district denand, Such Industries con be estzblished anywhere
in the regions and districts,

le3 The third catagory is the snall sczle sector in which
individual entreprencurs play a very subst;ntial role, These
can be found everywhere in towns and villajes. They cater for
demands surrounding then, They could be factory type of
organizations or nonefactory ones. They include nodern

anzll industries, arts 2nd crzfts,

..0.0.2/.@0.‘




1.4 Ia 211 these three catarnaries of induswri

ownersais deterzines the investment pattern. TFor exaarle,

the first catagory which is purely public. The Goverament
invests through a public corporatioz or invites participatio:=.
The second cavagory, oxnce azain the State invests througk
Prblic corporation like Regional or District Development
Coporations or invesiment could be public in participation witl
private. Private Investment is quite substantial in the
medium and small scale sectors. The small scale secior is
dominated by irdividual entrepreneur although a shift is slowly
becoming ocular. As a nation committed to building socialism,
Tanzania does not budget funds for grants or subsidies to
individual ventures. DPublic money is invested through
Parastatal organizations, However realising the tremendous

gap between demand and supply and also the individual resources
base, individual entrepreneur are encourgged to establish
industries using their owm resources and utilizing bank
Commercial loans., In other words, potential and actual
entrepreneurs are welcome and encoureged. Co-operative groups,
partnerships have a very strong Government backing_as they

are instruments for furthering out national Policy,

2. CO=OPERATIVE MOVEMENT:

Tanzania has a long history in the field of Co=operative
Movement. However the knowm forms of Cooperatives were mainlyA
elther marketing consumer or service oriented Co-operatives.
The first marketing soceties were registered before 1933,

The major reasons for their formation was t» enable peasauts

to market their produce which was previously beinz handled by
angerupulous midellemen, Having banaed the middlemen in crop
marketing *ne Government undertook to work out measures and
guidelines aimed at strengthening the cooperative socleties and
instisuting control measures for proper direction of

covperatives ir general, Theseguidelines were later ,
2
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cet of 1963 which replaced the 1932 ordinance (Zeop.21l),
™ 1968 2¢t zmainly pronotes sinslie purpose socicties. It is
now teinz ammended to matceh with recent developnents in
cocperatives

2.1 Thus ty 1961 =t the time of Independence there were
691 primary morketins sociesics and 38 unior and 2t the tine of
apusho Declerction 1967 the mumbter had résen tc 1,311 primor
societies and 23 unions., .t the time of their dissoclutic
in 1975 there were about 2,000 primcry societies 2and 21 unions
which y then were handling produce worth ocre than 800 nmill

T, Shs.

3. INDUSTRIAL PRODUCER COOQZERATIVE (IPS)

There is noc record about the existance or rezistration
of an industrial Co-operctive liefore 1955 it is now that the
Governnent is thinking: very seriouslv of establishing producer
Co-operative societics alongside and in line with cther forms

of Co=operative in Tanzonia.

3.1 4 recent survey conducted by small industries Development

organization (SIDO) in collancrztion with UNIDO shows the
present situztion of industrial Cooperative in Taonzanie
as follows:=
= That Tanz-~nia has core industrizl cocperative than any
country in .ifrica, There are about 171 industrial

Cooperzative in all,

« That the mumber of people/worker Cocperative in there
socicties stands 2t 6,000 2t pfesent with o potentiel
of increasing tremendously following the Governnents!
decision to reinstate coopcr .tive unions, Considering
the seascnal nzture of pecsant agriculture they are

lovked upon =28 viable -dternative supplinent of 2

.Q....A/l...
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resourc: to e exzpleyed in such venvtures woul
been eitherridle or underexmployed fecr o good period

of the yeczr. |

= The Indusirial cocperziive modles finarncizl rescuarces

thot would have been used otherwise in forms of non
productive Tusiness, althoush there is still = genexrcli’:.
low level of c-pital inteasivencss cad seriou§ under -
capitalization in mosf industrial cooperative, still the
total current annual turnéwexr of 140 active sociaties
esticeted 2t 52 nillion T. Shs. or potentialiy 110 =ill

T, Shs if 2il1 were working at full caraeities.

« That by their nature industrial cocperative nobilise
and utilise 2 lot of otherwise idle natural resources,
The known kind of c?operative in this line are &=
Tailorins carpentry, aetal workingt building and
construction, gining and qu?rrying, soap cnd shom
waking, bakery, tie cnd dye, handloam weaving and
printing.

Other salient features of industrial cocperztive in

Tanzcnia arei=

= Those which were estcblished by initictive of founder
nenbers are the majority ie 71% of 2ll industricl
ccoperctive agd they stand 2 better chance of prospering
and surviminzg, than thosc which'were estahlished by
oussiders like loc2l Govermment, Party Officials or

2ffiliztes, Ujamaz and Cooperative Department and SIDO,

= Industrizl Cooperztive started out of funds contributed.
by founder aemhbers dc¢ betiter and prosper than those

which cre jiven srants, or soft locns from inception.

000005/....
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PROMCTING TMDUSTRINT COCIZa. TIVES:

Irn principle conperctive socleties cre ¢ssentizlly ncmier
srzanizaficons rua and naaced Uy their meclters. EHovever
Heccuse of their significent role they iLzve in the development
cf tae antisn, the government has reserved to itself ceriain
scwers with respect tc conperctive affcirs which are under il
cooperative Development. Department in the Prize Ministers
Officed. )

These are:=-

- Formltion of coaperative development policies.

- Resistration, liquidation and concellaticn of cooperative

societies,

= Supervision of cooperative societles through approving

their developnent estimates quaranteeinsz contracts

entered intc societies sa&ctioning, utilization of surplas.

- Inseption of enquiries into cooperative zffairs ect.

The departncants® role is therefore t0  offer advice,
quidconce oanagenent and tecimmical know how, 21d seek finonecial
assitance +o cooperative societies os well as tc administer
the coopefotive law, It clso promotes cooperctive apex
organization ie The union of cooperative societies in ordar
to enable ;t to toke over the cooperative education training
inspection, printing and insurance consuliancy services sc muoh

needed, by novement.

5 ROLE OF SMALL INDUSTRIES ORGANIZ.TION:

The orgonizotion was established ip Mov, 1973 by an
act of porlizment to promcte and provide services to small
industrial enterprises including industriel cocperative, It
opcrates und?r the Minist?y of Industries, SIDO is responsiblc
for planning, cordinating, promotins znd off:sring

BYON -7 PP




=1 53istance T2 ~11 sc2le industricse.e Such

- Dreporzsiion of industrial guides om vorious small
industries fcr the benefizts o: potential entrepreneurs
znd cother promcticn agexncics.

- Offerins direct or indircct techniczl imcw ncw in the
use malatanence, instellation, replacenent gf macnineg,
desizn, scurce of row n~tericls, spares etce.

- csteblishrant of industrizal estates which provides btuils
ir foctory sheds at reascnable rent as well infrastructure
of roads, water electric connecticn 2nd other common
focilities. These estcies are neant to DLecome centres

for bcth enployees in then and cutsiders,

« establishoent of model nrojects in voarious fields eg
dpen pan suzar processing, cement and oil extraction
in order to demostrate the efficiency of production
process,
- Conduction training in v-rious industrial fields including
sheet matel wozk, woodwork, blasksmithy bamboocrafs
and handloon in ite own workins and thrminins centres.
Cn the job training is ~1lso offered

- Provision of marketins information cnd research.

Supplying machines and equipment on hire purchase basis

whenever possible.

6. PROBLIMS F.CED DY INDUSTRI.L COOPER..TIVE:

The present industrial cooperative societics nre btased on
cooperative law which is c:sserntially suited to service cooperative
such 28 thcse of narketing as opposed to production zctivities
for example there is an &@Phosis 3 substantial minioum number
0of nmembers lefore registration of a cocperative talkes place.

In 2 producti~n sivuation the nore the betier docs not hold true

.‘....007/0'0.
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*han 1% was desijgned for,  Tortunately Ihis iaw 15 under
3 ¢ H 3 4= I I - K doy dmeg s & - Sy
review tosether with establizent cof iastitutionzl fremewsrk Ico

cocperative meoverent in Tanzania,

icecrding to the survey or industrial cceperatives
completed ty UNIDO cnd SIDO basic nrodlens a2ffecting ths smoot!
developrent of industriol couperative are based on production,

suppdiee, financial, sorketing, 2nd training.

Prodiacticn: 40% of the 125 societies gqucted this as a
iting factor. The prcbidems are inadequate tools or machines,
unserviceable or atsolute machines and inadequate factory

spece.,

Supplies: Raw materials shortege are still ccnsidered to

be the major cause of limiting cutput and 61 of the 125
societies visited confirmed this, Alt?ough non=availability
of raw paterials is a nationzl problenm, many societies
consider that when they dc bdecome available their distribution
is unfoir,.

Insufficient funds to purchose raw materials when availablé
is not only due to ®neral shortige of working capitzl but 2lso
due to the unrealistic level of ninirum guantities sét by the
supplyin: crgonizations. If industrial development is to be
encouraged nay beconme necesscry to subsidigse the cost of

supplyiny irdustries remcte from the main industrial centres,

Marketinz: 4inabilify to secure contracts is the major
ncrketing problen and 211 the dormant societies visited
indicated this 2s the rcason for their incetivity nmecaning

that 50 out of 171 2ctucl or potentlally active societies

ie 29% could hove this pro-lem., The prollen

quoted of inability to produce or market prices and ccmpetition
fron state orgenizations are nore related to the high ccst of

aw naterials purchesed in small quontities due to lack of

. smaaeasss.B/L




sworking copital. Lote paymcnt by custcmers nlso contributed

o the artceve.

Finzneial: delays in 2uditiag or non cuditing of tccks is the
asst cormon protlems Of the 46 socicties affected, 35 hald
never had 2n cudit carried out cver an averzge operciing
period of 42 yerrs and 11 hed deir cudit carried cut an
avercre of 3 years late; and lack of an zuthoritative
statenent on the finemcial stote of the sccisties was the

oalr reason why societics were uanable tc get bank loans,
Traininz: 4 big pereentoze of the socicties visited indicated
that they had received no training beyond the skill ~cquired
as articians before the formction of their units an? nany of
the members considered train;ng in basic managenent, bookkeeping
and accounting to be helpful.

7. ROLE OF FINANCIEL INSTITUTICONS:

For several years now small scale urits hrve enjoyed
financial assistance fron the ﬁational finoncizl institutions
nainly Nctional Doank of Commerce (NBC) and Tanzawnin Rural
Development Zmnk (TRDB) of late the NBC hss inssued a statenent
and financizl policy governing the activities of the Bank .
is so far as financing smell scale industrial unitse In
generzl the policy states that:

« The bank shall teke steps in its powers to promote

the ddvelopment of small scale industries (SSI) in
Cocperative with SZDQ and other 23encisg involved in

28gisting such units,

= The bank will seek to nopilise financial resocuvrees both

internally and extrnzlly.

= AS 2 genecral policy the tank will extend its fincneial
assistance_to 8SI nrojects fzlliag in productive industrial

.,....9/.....
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sectcrs ¢f the cconcmy. In line witlth neliindl

eccnecric nricritiss in sclecting SSI rojects for

ncssitlie finnnein: the Bank will Ziwe particuinsx
consideraticn tc nrejects which are lobour-insensive,
expomt oriented, izport substituticn and sredeminantly

based on loccl raw matericlse.

- That the Sank mzy finon.e up to meximun of 85% of an
expansion of on SSI prsoject provided the Combihed vilue
of existing a2ssets and the assets ito te 2dded on it is

not iess than two times that value and,

- As a national financial insitution the NBC ir collaborziiocn
with SIDO will ronddr technical assistance and advice
13 its SSI client in metters cf projéct planmning,
organizaticn, nonitcoring and undertakinz rescue operaticns.,
Grezt emphzasis will be placedé on the use of suitable
nenagenent techniques anoung the banks' SSI client

throuzh a2 mamber of training prozrarme.

On the cther hand the RRDB besides fironcing agriculturel
inputs will contimue financing small scale units which indulze
in processing of agricultual produce,

8. FINANCIAL .SSIST.NCE FROM INTERNATIONAL BODIES (UNIDO,

IC., COF.C ETC)

Tan;znia Governnent is very grateful for cssistance it hos
enjoyed from different Internatianal organization in
pronoting the industriazl sector. Spec¥fecally we are thankful
to SID. apd UIIDO for their recent study un the existing units and

theirfuture prospects. The rcport has encbled the Goverzment to

mow where we are in respect tc industrial cooperatives.
Infornation sathered from *his report will enable the Cooperative
Secretarizt now enzazed with formulaticn of institutional

framework and guideline .on cooperztive novement tc give the

‘.".tlo/...ﬂ'l




industrial cociperntive theilr due attention,

Jowever we shall still scek assistance in promoting
specific projects criented tow;rds the ddvelopment of industr%al
cooperative in form of finance, experts and training puckoges,
equipment and nachines for established 2nd potential units
espeeiclly since the governnent has decided to restate the

cocperative uniouns,

9. CORCLUTICHG®
The paper hos hizh Ifighted the role of indastrial cooperative

in the development of industrial sector in the country. The
role of govermnent, SIDO and financinl institu$ion: ie

NBC and TRDB in éstablishins and promotinz industrial Co—operativ:
were nentioned., 4 successful cttempt to put industrial
Cooperative on their rizht footing should start with solving
the atove mentined problen by utilising the resourfes we hcve
as well as seeking external assistance. One of the key tenets
of awmrr long-term industrial straregy is o establish small and
rmediun scale industries in the regions, districi{s and villoges
with the objective of locating production of basic goods

close to the people and at the same time achieving an equitable
distripoution c¢f irmdustries in thec regicns 2nd zones. The
peorle in the rural 2reas live ni orgeonised villgéde which are by
thenselves nultipupose Cooperativg societies, Hitherto, these
socleties hnve been service and ~3ricultucl orien*ted. The
injection of industrial Cooperative into their activities

will brozden thcir econcmic base, Industrial cooperatives

are thus the main tools for mobilisinz local hucman and
financial resource for the achicvement of our national
objectives of economic ~srowth and sociz2l development,

prrticularly in cur industrialization process.
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COWTERILIE O T.E ZCONO:IC AND SOCIAL POTENTIAL OF
INDUSTATAL CO-CPERATIVES IN DEVELOPINT COUNTRIES, ARISHA,
TANZANIA. FEBRUARY 15 - 19 , 1982.

BATKGROUID.

For a better understandirg of the development of Indus-
trial Co-Operatives in Peru, we have to go throusgh its
historical background.

The oldest antecedent of the Industrial Co-Operatives
in Peru is the creation of the Industirial Co-Operative
of Emolients and Similars N° 77, legally recognized on
July 12, 1945. Subsequently, it was al so recognized
another four co-ovcratives, before the promulgaticn of
the first General Law of Co-operatives n°® 15260 tooks
place on December 14, 1964.

The Article 7°, Clamse "h" of such law duly recognizes
the existence of Co-operatives of Production and of
Work, which main objective Iis to be a source of work
for its associates.

Under this class of co-operative, it was organized <wo
sub-classes wnich were: Cooperatives of Production, -
which objective was to develop an econcmic/vroductive
activity performed by its associates- ; and the Co~-ope-
ratives of Work -which were organized to o fer especia-
lized services of a craft or a profession, through its
jointly ané coordinated iendings.

The principal co-operatives of production can be found

in the manufacturing industry, wood 2nd sugar industries,
bricks, graphic, metallurgic, and snoe industries, etc.
™e co-overatives of Wwork can be found in hotels, or
_fac*ories (mille of wncd, constraction, eic) among the
princivals.
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Ylost of *the co-opera ives of production and of work
develoved in Peru, were organized on the basis of pri-
vated Companies in bankrupztcy or leaved by ‘heir owners,
for which reason suca co-overaiives have had a weak de-
velopaent due to "he fact that they had %o charge with
economic and financial problems of the companies which
originated -hem.

Among those problems, we can mention:

- Lack of workins capital.

- Limited possibilities <o obtain lendings.

Lack o7 markets for selling tneir products.

Low possibilities *o compete in markets.

01é fashioned machinery, and low possibilities to
renew them:.

Besides, taere are also social problems genera-ed as a
consequence of its transformation in a co-opera*ive en-
terprise.

We can find a2n increase of co-operatives established on
the basis cf companies in loss starting from 1974. This
was evident when the Law Decree 21584 fook place in 1976
wvhich s*tated that all cnmpanies in bankrupt or abandoned,
had to be transformed in a co-operative of production
and work; so, *he co-overa-ive sysiem was used %o impede
unemployment, notwithstanding that this has not been
enough *o establish a solid sec*or which could be able
-0 genera-e more employments or invesimentis of profi=s,
which , in an economy in crisis, means scarce posibili-
ties of growing due Zo "he limitations and dificulties
that this reoreseatis.

™e indus<rizl co-overatives, as an specific tvve, stars
witz the few Law of Co-operatives of ilay 20, 1981. All
co-oreratives which alrezady exist in our coun<iry must

be adequated under 'nis legal disposition.
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¥ew General Law of To—overatives (Decree Law RS and 141)

and Indnstrinl Co-overatives.-

This new law was proimlga“ed on May 20, 1981 andi deter-

mines the existence of Industrial Co-operatives (Art.7°,

2.8). This delimitatién of the indusirial activi-y as

an specifyc tvpe of co-operative, involves several ad-

vantaces such as:

- it facilita"es the issuance of appropiated laws for
this kind of co-overatives.

- it allows the adopiion of measures for the promotion
and protection of this econoaical sectlor.

- it permits tn carry out investigations to deteraine
the characteristics, problematic and projections of
these co-operatives, etc.

In spite of this law determines tne type of industrial
co-operative, we can find other type of co-operatives
which develop industrial activities yet, such as:

sugar refinery co-operatives, mining co-operatives,
specialized production co-operatives, coffee co-opera-
tives, fisnery co-operatives. All of them converts their
own products, but *hey are legally considered as a
special kind of co-operatives due to the activities *they
develope.

Actual Situation of the Industrizl Co-overatives.

In our country as well as in sther developing countries,
there is a weak industrial sector, if we compare it with
other extractiive activi:ties such as raw material (mining
or agricultural) activities. TFor this reason, the
existence and growing of the industirial co-operatives
have a grea* i vortance in *ne economic and sscial de-
velopasut of our country. As mentioned ve ore, most in-
dustrial co-opera“ives were created under the Law Decree
21584 waich deteriined the trznsformation of pvrivate
conpanies in bankruptcy or abeandoned, in.o co-operatives.
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By the same way, agricultural co-operatives were
createl under *he Law Decree 17716 which expropiated
laifurdiuns o establish co-operatives (agricultural/
industrial).

Under these c-nsiderations, the role of these ¢/ -ope-

" ratives in the mobilization of local, haran and finan-

cial resources for the achievement of national otjec
tives of economic srowth and social development, have
not been simificant, due to *he fact that i1ts partici-
pation in the economic development of our country has
been similar .o the private coupanies which originated
the co-operative.

In spite of the existent difficulties, the industrial
co-operatives subsist, fulfilling "nheir objentives,
providing eaplcyzent, salaries as well as services to
their associa'es, benefiting .he society with their pro-
ducts, and facing the financial crisis which our country
is bearing.

On the other hand, it have also appeared irndustirial ~o-
operatives in the clasgic aanner, it means, through the
joinning of people and capital in order to consti-u-e
industrial co-operatives which have received credit as-
sistance from Local Banks State-Owvned. “hese initia ives
have no: gotten tne appropiate grade of development due
to *he fac:t *ha* during the 12 years of Military Govern-
ment, the Social Property En*erprises have the priority
in their Politic Project.

In 1980, +he New Politic Constitution of our coun*ry be-
gan ito be in force, and it includes several rules re-
garding co onera-ives. Zor example, i-s Ar=icle 11€ pro-
mo*es the free developrmen: of ~o-opera“i-es and he au
toneczy of “ne co-operati-e organizations.

When “he Democratis Government is established, and based
on “ne disnosi<ions of the liew Cons®i*uticn, i= is




-5 -

pro:ulga‘ed -he hew General Law of Co-operazives through
the .Law Decree u" 85 (iay-20-19681) which we will analize
farther on.

Qbstacles iivnedins *the vromotion and effective running

of Indus*rizl Co-overatives.

- Absence of 2 srstem for fributary prote~:ion *o Co-ove-
ratives, which pvermi* ~hem *o face the vmpetence of other
enterprises, sometimes powerful.

-~ Absence of a technology which adequa2tes ~o ‘he charac-
teristic., of peruvian co-opera:ives.

- Difficully in obtaining finauncial suppor:t for the de
velopment of projects and financial programs.

- Absence of organizations or institutions which offer
technological advise oget a better performance of their
activities.

~ Lack of a laborzal/co-operative legislation which sta-e
co-operative principles, reciprocal assistance, and soli-
darity within their laboral relations, which offer spe
cific benefits 2nd incentives *o ther associated-workers.

- Absence of adequated resources to instruct and train
their associates, leadings, and rented workers.

~ Absence of integration organisis which groups indus-
trial co-operatives, etc...

"he New General Law of Zo-operatives is trying to over-
come so.e of ‘hese obsiacles.
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™e New GCenerzl Law of Co-overaii—es offers zood pers-~

vec ives for *he co-opera-i—-ism in general.




FPirst of all, we have %o .uen“ion that ‘his Law states
tha- i is a national need and ¢f public utility, -he
promotion and protention of co-operativism, as an effi
cient svs em fo con ribute o *he economic development,
the enforcement of democracy and the fulfillmen? of so-
cial justice.

Besides, this new law suarantiees ‘he free developnent
of co-operatirvim and the autonoauy of co-operative or-
ganizations.

Under these governmen:zal politics, the law determines
measurements which trend to the pro:zwotion, proteccion,
aid and advice to co-overatives, such as:

- Creation of Kational Institute of Cooperatives (INCOOP)
as an state organism for %he premotion, advise, supervi-
sion and support *o the national co-opera’ivism.

- It is proposed the creation of a National Institute

for Co-operatire Pinancing (INFIZOOP), as a putlic ins-
titution in charge of the foment, vromotion and financing
of the co-operative movenent.

- It is established a Protective System for co-opveravives
which inclhdes tributary exonerations, incentives for
those who makes devosits in effective or *term loans, or
who makes donatives in favor of co-operatives.

- It is proioted tne co-operztive integration in a natienal
level, through the offering of tributary incenzives.

- I: deteraines tne incorporation of representaiives of
INZ20QP in *he state credi- ins*titutions.

- Iz detersines the proroiion of permanent co~operatiive

educaion; eic...
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™pes of Aasis’ance Reaquired.

The con-ribution of international organisms in the deve-
looment of indusirial co-overavives, 'mst be directed
towards the following aspects:

- '‘echnical assistance throush coordinated projects whi-h
must include several organisms (inter-governmental and
non-govermnmenial).

- "rairning of especialized technics in indusirial ~zo-ope-
ratives.

- Offering of fellowships for the siudy,and iraining of
leadings and quali<ied rented workers.

- Organization of international events to promote the
interchange of experiences about industrial promotion
technics in co-operatives.

- Financing for vlans and progranms of develop.ient for
co-overatives insegration organisms.

- Initiation of sistematic investigations 2bou* structu-
res, “work methods and problenatic of cooperative move-—
ments in developing countries.

Name: Bertha Beatriz Arenas :ontellanos.

Charge: Direction of Training.

Organization: Instituto Nacional de Cooverativas,
(INCOOP), Lima - Peru.
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Subjects THE INDIAN EXPERIENCE

The Indian cooperative maoveme.it can be saic to have commenced
with the passage of the first Cooperative Sacietiess Act in 1904,
Cooperation as a method of management was applied orimarily ta credit
cooperatives to start with, though as early as 1916 certain cooperatives
organised Ly weavers and tanners had made their apgearencs, With the
recognition by the Goverrment of India of the need o promota cooperat-
ives socisties in the handloom sector in 1923 and the encouragement
offersd by Government a number of sccieties started getting organised
in the early 1930s. Aftsr Independence in 1947 with the commencement of
the planndd approach to economic develooment and in keecing with the
Government's declared intention to sstahlish an egalitarian saciety,
Government's commitment to the cooparative form of organisation became
even morse proncunced. This policy was expected to be cperated in the
fisld of industry, in conjuncticn with the establishment and promotion of
small and village industries as one of the corner-stanes of the Industrial
Policy. As a result of this there was a big boost given to th formation
of cooperatives in the field of industry, The following table would show
the manner in which the industriazl coogperatives have grown in the country.

PROGRESS OF WEAVERS PRIMARY COO0P . SOCIETIES DURING THE FIVE YEAR PLANS

Year Hymber Membershig Productign Sale
End of Secand Plan

(1960-61) 11,303 13,10,800 34,27,84 3€,33,61
£nd of Third Plan

(1965-66) - 12,947 13,14,7 46 84,01,37 63,53, 41
End of Fourth

Plan (1973-74) 12,361 11,834,307 207,79,36 143,50,36
During Fifth

Plan(1977-78) 14251 10,89, 596 187,17,78 112,73,81

Zontc...2,
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End of Second

Plan (1360-61) 21,288 12,17,318 16,14, 49 17,93,69
End aof Third

Plan (1965-66) 34,950 15,99,547 43,28,60 36,69, 46
End of Faurth

Plan (1373-74) 34,435 17,10, 361 78,85,82 50,31,69
Ourimg the

Fifth Plan 24,804 14,78,348 8%,23,77 .76,68,08

SGME MORE FACTS ABOUT INDUSTRIAL COOPERATIVES

Particulars 1957-58 196Q0-61 1962-63 1965-66 197 6~
Membership per

socisty es 77 67 64 49
Average working

capital per sccisty 17110 16110 18000 23130 37787
Rverage warking

capital per member 120 210 2790 360 770

Percentage of owned
funds to working

capital 39 33 35 38 41
‘Average sales per
society 27580 21000 21000 27730 37042

Percentage of
societies running
in profit 44 38 35 33 27,2

e e G G D r WR L Ee G P R M W G G M M D Er ED D M e Swe S e M M e Er M e G T e e e

The cooperative method of management has been considered most
suitable for a country like India where a large population has to compete
for the limited resources at the country's disposal., The per capits
resource availability being limited, the only method by which operastiona
could be successfully maneged was to pool the resources, The cooperative
form of orqanisation was considered to be the best possihble viamedia
between the individual enterprise and collectivisatinn retaining the
advantages of individual freedom of enterprise, while at the same time
enabling the enterprise tn obtain econnmies nf scale, and attain s better
tarqaining position for suoply of raw materials anc in the sale of goods.

Contd....3.
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Given the fact that theoretically severy one of the members of the
society is also the owmsr of the enterprise, the cooperative form

of orgsnisation was expected to provide the best possible answer to
the vexed problems of labour management relations. This approach

has been successfully spplied in the fields of agriculture and credit
as well ss marketing @md a very large rumber of successful coonerstive
societies onsrate throughout the country. UWith the emphasis on Seell
Scale Industries the method which has been tested and tried in the
fieldsof agriculture, credit and marketing was sought toc be applied

in the field of industries s& well and Government made it a policy to
bring about as large a cooperative coverage as possible in the fisld of
small industriss,

Further cooperativisation it was felt offered the only
salvation to the rural arti;an. 1:he situation in this regard was
charecterised bv the existence of 8 largs number of artisams who could
command no rescurces other than their own individual skills. By their
own efforts to market their skill th-ese artisans wesre just able to eke
out a3 living. Jn seversl arsas éhis system could not sustain the
artisans and it was fsarec that the skills vhich wers basically inrheritsed
mey as well die out. Government therefore evolved a conscicus policy
of bringing about a system where the available skills could be organised
in such a manner that as far as possible, there is centralised praduction,
centralised availability of raw meterials, availability of finance and
common fscilities sc that the products ars manufactured as a result of
collective effort and on a sustained basis, Marketing efforte could
then be orqanised for these products, It is with this approach that
3 concerted ef fort was launched by the Government and in the field of
hancloom and handicrafts as well @s a number of findustrisl products
the Indian experiment hes resultec in the emergence of a chain of

cnaperatives thrnugh out the cnuntry which have been sable to mobilise

Contd...4.
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iocelly available skilis tsking advantage of the matural resources
and the assistance grovided by a number of sgencies who have been
instrumental in financing all stages of production. As a result of
this, it may stated that the hancloom nroduction of India has incre-
ased six times from the time the country attairec¢ indepsndencs.

The same can be said in res_:;ect of handicrafis where 2 large number
of societies have been organised wvhich hawve been able to utilise and
promote the skills that are locally available anc esply the same to
locally available raw materials, These have resulted in substantial
increase in the per capita earnings of individual artisans and & very
large increess in the value of goods produced and their market have
been expanded within the country as well as outsids. The production
of handicrafts in the country is estimated to have to be more then
quadrunled since incenendencs. Nearly 45% of the hendigrafts produced

in the country are exported,

As would be evident Prom the above paragrachs the Government
has from the very begining taken extremely keen interest in the orga-
nisation, prbmotion and develooment of cooperatives in general and
industrial cooperatives in psrticular in the country. The Goverrment
of India is basically responsible fors

1., Formulation of viable pnlicies and programmes in respect

nf coonerative sector from time to time;

2, Enactment of cooperative legislation and its exscution;

3. Coordination between oublic sector undertakings and

cooneratives;

4, Financial assistance,

Besides the Government themselves, at the all India level
there are a8 number of agencies which look after the specific require-
merms of cnoperative societies., The National Cooperative Develanment
Coronratinn ie resnonsible for all typces of cooperatives including some

Contd.. ..50
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industrial cnooeratives whase infrastructural needs are financed by
NCOC. Tne National federation of Industrial Cooperatives is an
orqanisation rssponsible for the promotion and devel ipment of indust-
rial cooperatives and marketing their products. The All India
Handloom Cooperative Marketing federation is resnonsible for marketim
of hancloam sroducts. The Khadi & Village Industries Commission is
responsible for looking afier the special needs of certain tyoes of
village irdustries and production of Khadi cloth, The Develapment
Commissioner Handlcom is a full time officer in the Government
responsible for formulating and imolementing the schemes for the
benafit of the cooperatives in the handloom sector, The Development
Commissioner of Handicrafts is reshonsible for the developmant of
handicraft sector. The Reserve Bank of India which is the Central
Bank of the country takes speciel interast in the fimencing of
industrial coopuratives and has a series of well Jdevaloped fimencing
schemes for meeting the requirements of handloom sector, In order to
coordinate and lay down policy guidelines involving Cantral Government
Agencies and the State Governments a Stendinc Committes on Industrial

Coopzratives has been constituted at the Government level. )

Bagically industrial cocoeratives is a subject dealt with
by the State Covernments who are respconsible for promoting and looking
after the needs of industrial cocoeratives., They are guided by the
oolicy directives nf the Central Government and the Registrar of
Cooperstive Societies and in some casas the Director of Irdustries of
the State Governments are responsible for establishing and promoting
industrial cooperatives. As regardd financial institutions a number
of institutions which include State Governments who advance locans under

the schemes for State Aid to industries, Central cooperative besnks,

commercial barks, State finance corporations etc., look after the
financial needs of the industrial corperatives, Besices theras are

CantAd. A.
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ivs banks in csriai atss whidi lgok afier the
financial needs of industrial cooperatives. There are no doubt
cooparative barks which look after the needs of all cooperative
societies and industrial cooperatives also derive finance from thess
cooperative banks, Reserve Bank of India as mentioned above has a
special scheme for financing hancloom coocperatives uherseby, it,
through central cocperstiwe barks makes funds available at 1%% below
the bank rate and the fosses are to be sharsd between the Central -
Government, State Govermments and the Reserve Sank of India in the
ratio of 50:40:10. Losns ars awvailable to finance purchases for 90
days for purchasing of yarn and for production and mérkating wpto
12 months,

Over and above the agencies enumerated above, at each
District anc State level the primary socisties have been able to coms
together in the form of District federations and State federations,
rThele m in turn affiliated to the National Federation of Industrial
Cooperatives. While some of the District and State Federations have
not been active it must be stated that several State federations have
been able to do considerable work in the develonment of industris]
cooperatives, in particular, in the marketing of the products manu-
factured by them. They have been able to provide a series of marketing
outlets through out the geographical sreas coverec by them and these
have buen very successful in satisfying the needs of the consumers at
reasonable prices, while finding stable outlets for the oroducts of

ingustrial cooperstives,

Industrial coopa@ratives in Indie manufacture a very wide
variety of items, which include woollen knitwears, engineering i tems,
leather, coir, etc. In general the societies' performance has not been
satisfactory and the rate of dormancy among them is very high. The
reasons for their poor performance can be summirised as followss-

Contd ool
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1. Far too rapid an expansion in the number of industrial coop-
eratives in an unolanned manner in the sixtees as a result of
which several non-viable societias.came into aexistencs.

2. The lack of; proper legislative frame work to look after the
reqgulatory and edministrative functions of indusirial cooos.

It may~ be added that the existing legislation was designed
to besically look gftor the needs of egricultural craedit societies
and these provisions are beingaapplied to indusirial coon-
eratives with very few modifications. The emohasis has beaen
far too much upon the growth in members rather thsn establish-
pent of viiabls societies. This point has been uidely- debated
and it has been suggested that provisions should be mado.in the
C'oog:aratiw Acts which ensures that only those socisties which
have 2 good chance of growimng 1r;to viahle societies should be
registsred. Further to look after the financial management of
cooperative societies proper provis ons should be made foc their
timely audit and supervision.

3, Lad<. of professionalism in the management of industrial coops.

4, Absen- »f an effective central asgency capfaIne of organising

| production and marketing as well as provide infrastructural
needs of primary societies including processing facilities,
starage and training-cum-production facilities. The existing
central and state agencies appear to be inadequate to look
after the needs of industrial cooperatives in this regard.

5. Poor efforts to improve technology and market intelligence in
respact of products manufactured by industrial cooperatives,
There are also no arrangements yhich ensur® a continuous inflow
of improvements in technology and designs to bring about the
imrovement of products manufactured by Industrial coop;rativo..
Even in regarc to training while arrsamgements are available in

National Cooperative Union of India and in the State Coanativo

Cantd a
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Colleges the existing training facilities are mot fully
availed by the comerativss.
Formation of cooperatives is a resoonse to the orevailing

situation in India., The same situation is perhans abtainable in
quits a few develoning countries. The nersons involved heve no other
asset excent their skills and if they have to survive and imnrove their
economic well being the only course of action is tn pool their resources
and nn the basis of their combined strength bid for resources which are
not available with them. Substantial extsrnal assistance is required far
the success of these experiments like qovernmontal assistancs, help from
fimancial institutions, etc. Such a2 nrogramme on the part of the
Government should be regarded as a socio-economic =ffort to generate
gainful self employment among a large number of people whase living
standards can not be imcroved in any other manmer and the skills that

they have may well die aut, if they are not organised intc cooperatives.

The Indian experiment can lead one to the follmi.n;
conclusionss-

1. The 1ndu§trial cooneratives sre suited to a situation
where a set of individuals commencd no resource other than
their own skills.

2, The success of the cooperatives depends to a very large
extent on the motivatinn and dedicatinn shown by the
individual memberse.

3. ornofessional management becomes extremely imortant as the
size of the society qrows. There is no real conflict between
nrofessional management anc democractic control.

4, Emphasis should be shifted from growth in numbers to the
establicshment of viable industrial cnoperative societies
wha can in the course of time atteain self sufficiency in

rejard to resources,

Contd..9,
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formulate and imolement a well though out programmes for
the promotion of industrial cooperatives and regard the
eftorts as a socio-economic pnlicy action.

6. A aqrest deal of emphasis has to be laid on the education
of members, as it has been found that enlightsened membershin
is a key factor in the success of cooperatives,

7. Where there is a conflict between a member's individual
interests and that of the cooperatives, it is usually the
individual's interest that takes precedence over the
coonerative interests,

Given the fact that the formation of industrial cooperatives
of fers a method for providing geinful employment to a large number of
peopie who are not in 2 position to raise resources required on thair
own, it will be anprooriate that international agencies like the UNIDO
take a greater interast in this form of sconomic management and to
begin with establish a2 machinery by which there can be regular exchange
of information on the experience of industrial cooperatives in warious
develaping countries. Secondly a system may be developed by which
expertise in the organisation and management of industrial cooperatives 4
is made available by the international bodies to those developing
countriss, who nesd such assistance, Thirdly aorganisation like UNIDO
should arrange for estahlishment of consul tancy services and tramsfer
of technnlogy from one develoning country tc the other as also apnro-
priate technoloqy ti.at may be avgilable from the developed to the
develaping countries, Fourthly, it will be aporon=izte if further
intensive research styudies are undert.xen to understand tne special
problem of industrial cooperatives ard the kind of legislative and

administrative frame work that is required for healthy development

Contd...10,
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of industrial cooperatives., Fifthly, considering the neead for
expanding marketing outlets for the products of industrial
cooperatives, it will be appropriate if under the aeajc of the
Intsrnations]l Tracde Centre, a central display arrangement is
made in Westzrn Europe so that cooperatives can have & facility
to show their products to potential buyers and gain adequate
publicity. The display centre can be combined with warshousing
facilities which can be utilised by the industrial cooperatives

for making on the spot supplies,

®* # % * *




I. CENTRE FGP TECHNOL OGY TRANSFER

Industrial Cooperatives have been estahlishea in India in a very
wide veriety of fields. 3asically they have been found relevant whers
operations ars of a small scale maturs anc the skills of the workers have
to be supported organisaticnally by provision of facilities, finance and
marketing. The experience has been that the cooperatives have been able
to produce a wide variety of goods but they have not been able to improve
the quelity of goods and kegp in touch with changas in tschnology as well
as markset tastes. Given the fact that innovations suitable for this type
of orgsnisation are not always available to the cooperativesr a machinery
is required which can function as a channel for continuous inflow of
technological innovations ts the cooperstive sectoe. It is, therefors,
proposed that a Centre for transfer of technology be eetaolished in
Indis with the assistance of International agencies. Such a Cantre for
technology transfer can look after the following requirsmentss-—

1. Conduct specialised and specific studiee regarcing the input
requiremants of Industrial Cooperatives.
2, Evolve innovations in methods of production, design and

develop suitable machinery and organise inflow of innovative

idess from developec to devaloping countries and from one

developing countriss to another dasveloping country.
3. Have specialised wings for looking after thes requirements of
specific industriea relevamt to the situation in the country,

For example leather is an extremely important labour intensive

industry where local raw materials and skilled manpower are

avgilabie. What is required is the development of machinery

and methods of production which con increase the out put per

capita,

s 02.
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4. Function as a channsl of information regarding changing
fashiors and narket requirements,
S. Arrangs for specialised training to improve the skills of the

work farce.

I1. ESTASLISHFENT OF A WATIONAL DISPLAY CENTRE IN INOIA.

Ons of the major pro:lems confronted by the Industrial Coopsratives
is the inability to arrange for adeguate marketing chamnels for their
procucts. While the effort on the part of the existing institutions both
at National and State level to open up larger numder of outlets has been
successful, the efforts need to be stepped wp so that not only the volume
of intsrmal trade is substantially increased but also see that export
outlaets are established. For this purposs it is nmacessary to have 8
National Dieplay Centre in India where products of Industrial Cooperatives
can bs given an opportunity to be exhibited and buyer-seller meets
arranged. Such a Centre not only will provide an opportunity for
increasing the flow of inter-regional trade but more importently will
serve as & very useful Centre for attracting buyers from abroad who can
instead of having to travel from one znd of tha country to the other,
be exposed to the wide variety of the goods manufactured by the Industrial
Cooperatives in the country and be enabled to make their choics out of

the products displayed,
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BACKGROUND PAPER: INDUSTRIAL CO—OPERATIVES IN ETHIOPIA
Introduction

Ethiopia has, since the revolution, chosen.a rather pragmatic socialist
road to economic development - The National Democratic Revolution Programme.
Within this framework which is perhaps best described as a mixed economy with an
emphasis on state owned enterprises in the larger industrial establishments
producer co-cperatives in both the agricultural and industrial/handicrafts sec-
tors have been given a role to play. Proclamation Number 138 (1978) ‘provides
for the establishment of Co-operative Societies' and prior to this in 1977
proclamation 121 'provided for the establishment of a Handicrafts and Small-
Scale Industries Development Agency' (HASID?). The pre-revolutionary statutes
pertaining to co-operatives date from 1958 and are designed essentizlly for
multi-purpose co-operatives whereas since the revolution single purrose co-
operatives have been given prominence. Handicraft (craftsman producer) co-
operatives are established in Ethiopia under the auspices of a Directive issued
by the Provisional Military Government which supplements proclamation 138.

Co~operatives are very much corstrued as an aspect of socialist economic
organisation - they are in fact established 'to encourage collective ownership
of the means of production’ (proclamation 138 preamble). Article 3 of the
proclamation is quite explicit:

'Co-operatives shall be organised for the following objectives

1) to develop self-reliance and to promote the interests of their members

2) to put the means ~f production under the control of co-operatives and
to transform them gradually to collective property as may be necessary

3) to increase production

4) to expand industries

5) to conduct political agitation

6) to eliminate reactionary culture and customs

7) to participate in the building up of a socialist econamy

8) to accumulate capital and to mobilize human resources to sustai:
economic development




The same proclamation recognises four types of co-operative producers - Co-
operative societies; service co-operatives; thrift and credit co-operative
societies and housing co-operatives.

The Directive on Craftsmen Producer Co—operatives mentions bringing to an
end the exploitation of capitalism and says handicraft co-operatives should be
guided by a central plan. Furthermore. craftsmen producer co-operatives will
follow democratic centralism and be guided by the principle 'from esach according
to his ability to each according to his work'. There is at present no directive
to suppiement proclamation 138 in oconnection with industrial co-operatives (as
distinct from handicraft co-operatives) though recommendations are currently
before central government. The directive on handicraft co-operatives has, there-
fore, to serve in this respect despite the fact that it is recogqnised as inade-
quate; for exafnple free entry is permitted

The emi:hasis on building up indivisible collective (social) capital is very
evident in the article 33 of the directive on Craftsmen Producer Co—operatives:

'Every craftsman prcducer co-operative society shall after deducting

necessary expenses and paying deots and taxes from its income, shall,

in accordance to the quality and quantity of work done by the members

make payment necessary fer their livelihood and shall put aside from

the remaining about 60% for production work and means of production,

25% reserve, 13% for social affairs and 2% for reward.'

In practice the payment to members is fixed by HASIDA and so there is
little latitude for members of a successful handicrafts co-operative to consume
high proportions of the value-added. There is ro explicit allowance for returns
to private capital and indeed the initial capital endowments for members are
se-n as membership fees not as private equity. Thus, unlike in Nigeria and
Kenya, the legal framework within which producer co-operatives operate is very
much slanted towards a collectivist ethic. This is further emphasized in Article
13 which discusses higher-order co~operatives ('associations' and 'Unions' of
co-operatives) which are established to 'make the societies (ie primary
societies) transfer their private means of production and other holdings to

communal property by centralizing their labour and financial resources.




e . {on in Ethiooi

At the end of 1981 there were, in Ethiopia, 3,378 agricultural service co-
operatives and 712 agricultural producer co-operatives. These latter had a
membership of 53,875. There were, in addition, 820 Handicraft and Industrial
Co-operatives with an average membership of 100. These are located in 17
different sectors and are widely distributed throughout Ethiopia. Despite the
provision for Co-operative Associations and Unions they do not exist in the
Handicraft/Industrial sector though the Co—-operative section of HASIDA acts as
an Apex. The Section is, however, financed by Government, not by the Primary
Co—operatives.

The Bandicraft Co-operatives in practice have very few collective assets as
the members are skilled craftsmen owning what few simple tools they need for
their trade. Their co—operatives are thus to a large degree of a service type
providing raw materials and marketing facilities. To a degree then the earlier
quoted articles emphasizing indivisible social capital are. until such a time
arrives when collective assets grow, merely rhetoric. There is, however, under
way a development. though only in its early phase, comprising S5 genuine indus-
trial producer Co-operatives each with a membership of about 150. They are
located in the Blacksmithy, Tinsmithy, Ceramics, Garmennts and Leisure goods
sectors. T™he project is financed by the Industrial Co~operative Development Fund
and supervised by the ILO(?). The suggestion is that the Co-operatives will,
after honouring their debts, taxes and paying a fixed wage rate ditribute 25% of
the residual revenue to members; this is in marked contrast to the requirements
of the directive on Craftsmen Producer Co-operatives which only allows a 2%
distribution. The initial finance for the co-operative will come from the
Government via the Industrial Develoment Plan and will be repayed at a rate of
5% over 8 years. Whether or not these co-operatives prove viable time alone

will tell.




Obstacles Lo the (reation of Industrial Co—operakives

Prior to the revolution there were in Ethiopia very few industries with the
result that there is within the country a very low level of industrial and
technological culture. Since the revolution there has been a concerted effort
to establish an industrial sector but the skills - practical, managerial and
entrpreneurial - which are essential to manufacturing industry are still in
short supply. Although Ethiopia is committed to a socialist road to development
small scale private enterprises are encouraged and would-be industrial co-
operatives find themselves in competition with them. Necessarily. therefore. a
shortace of Managerial expertise affects the co-operative movement. There is
also very little understanding of the nature of and advantages of co—operative
production in the general population and, as I have noted, Co-operative law is
not yet formulated in such a way as to be helpful to producer co-operatives.

Specific factors which were mentioned included (a) a shortage of raw mater-
ials for ir* rial production (b) lack of infrastructure (water. electricity.
roads. etc) (c) a shortage of finance for the purchase of basic machinery.

In fact the list of woes appears to be pretty much the standard one in
developing countries. There are, however, plans to establish a Co-operative
College in 1982 partly financed from the ILO and Norwegian Government.

The Role of HASIDA (Co-gperative Seckion)

The Co-operative secter of HASIDA acts as a multi-purpose Apex and provides
the following services:

general educational work

bringing scattered artisans into co-operatives

acquiring and distributing raw materials

market research

the distribution of improved machinery and tools

liaise with State and public agencies and coordinating their impact upon
co-operatives

arrange credit.




However. the role of HASIDA, in respect of co-operatives, seems to be one
of promise rather than accomplishment.
Possible Lines of Support by UNIDO

I understand that four co—operative projects seeking support by UNIDO are
at the moment being finalised in HASIDA. These were rrompted by a visit from
UNIIO personnel in 1981. There seems, therefore, little reason until these are
evaluated to make further suggestions though feasibility studies of Agro-
processing were mentioned to me &as a possible line of development.
project

The emphasis on indivisible collectively owned funds (social capital) and
the concomitant negligible returns to any private investment is of course ideo-
logically motivated in Ethiopia. Although the ICA research proposal did not find
any evidence to suggest social capital was detrimental to the validity of indus-
trial co-operatives, Vanek has instanced precisely this as the major factor
leading to the 'poor historical record of co—operatives'. This will clearly be
an issve which we will wish to discuss in Arusha.

The lack of training facilities and the generally low level of education of
the potential members of Co-operatives does not bode well for co-operative
development. In particular the giving of concessionary finance to the five
experimental co-operatives mentioned without guarantees of appropriate capital
management flies in the face of our recommendations.

It will clearly be interesting in Arusha to discuss the differing roles
that Co-operatives can play in the context of broadly speaking Capitalis: and
Socialist property relations.

PA/ME
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BACKGROUND PAPER: INDUSTRIAL OD-OPERATIVES IN KENYA
Inkroduction

The promotion and encouragement of Co-operatives has been integral to the
plans for the socio—economic development in Kenya almost since independence.
The Development Plan 1979-83 has a special section on Co-operative Development
whence:

"The Co-operative movement, in fact the whole concept of co—operation.
should be regarded as an organizational tool for promoting rural
development generally and income sharing opportunities in both rural
and urban areas, However, co-operatives have to prove themselvas to
be at least comparable with other orcanisational forms in providing
goods and services in order to justify the continued investment of
resources in them".

The report goes on to say that 'emphasis will be placed on improved per-
formance'. In 1979, according to the same source, there were 1,437 active co-
operatives in Kenya with a membership of 976,545, & turnover of K 148,536 x 103
and Share Capital of K 18,888 x 10°. The vast majority of them are in the
agricultural sector being buying and marketing co-operatives. There are, how-
ever, 55 consumer co~operatives, 28 housing co-operatives, 27 fishermans co-
operatives and 476 credit and savings co-operatives, In addition there were in
1977 39 District Unions and an Apex organisation, the Kenya National Federation
of Co-operatives (KNFC). The numbers in all sectors have grown since 1977. Tre
number of 'industrial' co—-operatives is not svecified in the National Plan and I
got rather differing estimates of the number in Kenya - this in part derived
from definitional problems but also in part from lack of knowledge in Nairobi
concerning the numbers which are dormant. There appear, however, to be (in
1981) about 15 handicraft Co—operatives operating throughout Renya with a total
membership of 3 to 4,000 and a handfull of building and construction and Agro—
processing Co-operatives. The National Plan (1978-83) does list building and
construction co-operatives separately estimating that there were, in 1978, 61
and planning for 109 by 1983. These figures, however, appear to be in marked
variance to the estimate I obtained (from the Ministry of Co—operative Develop-
ment and the Union for Randicraft Co—operatives). There is a thriving Co-opera-
tive College of Kenya which was planned to attract K 0.6 million additional
funds in the period 1979-81. The National Plan referred to alsc recognises as
'the most serious constraint' upon the development of co-operatives 'the short-~
age of qualified and experienced personnel needed to carry out accounting and
management functions'. The report goes on to say that 'the personnel shortage
is such that the Government, through the Ministry of Co—operative Development
has to control and supervise many co-operatives to ensure their orderly growth'.
Lack of appropriate technology for small scale production, of transportation, of
storage and of repair facilities are alsoc identified as important impediments to
the grovth of the co-operative sector.

Revelopment of the Induskrial Producer Co-cperative Sector

Renya has, since independence, achieved an average rate of growth of 6% per
annum, this high rate has. however, slowed recently with the international
recession and the hike in oil prices. The growth has been achieved in both the
agricultural and industrial (including Agro-processing) sectors, Approximately
90% of Kenya's population still live in rural areas and the population is
growing at a rate of 2.6 - 2.8% per annum (The Urban population with better
access to social and medical welfare is growing at over 8% per annum). It is
estimated, theretore, that the rural population will double by the year 2,000.
However, only about 12% of Kenya's total land area is suitable for rainfed crop




production (Spall-Scale Co-operative Industries r Qperational Plam for Lhe
Period lst July 1979 to 30th June 1982), The expansion of agriculture to the
semi-arid zones is possible with irrigation etc. but at a relatively high cost.
The man-utilisable land ratio is moving in an adverse direction and so, apart
from efforts to intensify land use based upon improved farming techniques and
high capital cost reclamation schemes it is recognised by the Government that
small-scale industries must play a role in the future development of rural
areas. Economic diversification in rural areas will also have the advantage of
reducing the drift of, especially the young, who are either economically
iractive or under active, into the urban connurbations. It will thus have the
advantage of recducing the pressure on facilities in these areas also (specifi-
cally Nairobi and Mombassa). Until quite recently most capital formation within
the secondary and tertiary sectors has been confineC to Nairobi and Mombassa, it
is now the declared policy of the Government to amend this tendency by promoting
small-scale rural industrialisation. Quite naturally given the shortage of
capital and expertise and the abundance of labour it is intended wherever puss-
ible to base the industrialisation upon the utilisation of local resources in
order to satisfy local needs using appropriate labour intensive techniques
(National Plan 1979-83).

The Rural Industrial Developme~t Programme was launched in 1971 with Kenya
Industrial Estates as its main executing agent. Under the auspices of the
Programme a series of industrial development centres has been established each
of which offers loans to and provides premises for small-scale entrepreneurs
(and in principle co—operatives also). In 1979 it was estimated there were some
8,000 crafts or small scale manufacturing units employing up to 25,000 indi-
viduals in rural areas. This comprises less than 1% of the economically active
rural population. There is clearly a long way to go. Kenya Industrial Estates
has itself 3'50 far established 4,258 workshops and 993 Factories expending K
15,270 x 10°,

Within the framework of the Rural Industrial Programme the Ministry of Co-
operative Development is responsible for promoting the rural industrial co-
operative sector including agro-based co-operative industries. It is the policy
of the Government to allow privately owned and co-operative enterprises to
compete in both the rural and urban contexts though, as the figures presented
earlier indicate, there has to present been little co-operative development.
Why this should be is not entirely clear but it reflects perhaps the long-
standing preoccupation with agricultural co-operative and the shortage of man-
power with the requisite expertise to promote industrial co—operatives within
the Ministry and RDCs. The nandicrafts section (which has its own union) com-
prises some 15 units, is largely urban based. What few industrial co-operatives
have been established (excluding the building Co—operatives) have largely been
promoted and encouraged by outside experts (NORAD), for instance Kiganjo Stone
Casters in Kiganjo (Nyeri) and Kavetan Bricks in Kitui. The former (in 1981)
had a membership of approximately 50 and the latter 100 (Ministry estimates).
Both have been operating since 1978/9 and have survived heavy competition from
privately owned firms though they have not experienced significant growth.
Marketing problems, shortage of capital, undue bureaucratic hinderance of
Governmental machinery and sharp-practising middle men (see below) have all made
life troublesome for the fledgling co-operatives.

I could gather little information about the building and construction co~-
operatives. Consultants to the Ministry claimed that there were 6 or 7 but as I
have noted the National Plan claims more than twice this number. Presumably a
number are dcrmant. It appears that a number have received technical assistance
from outside Kenya.

The Handicrafts Co-operatives (working in wood, basketry and stone carving)




have a total membership of scme 3,000 though central records were not available.
They again have faced financial and marketing problems - the latter partially
because of the attentions of middle-men with spot cash (see below).

The Future of the Industirial Co-operative Movement

The picture then concerning industrial Co-operatives in Kenya is not to ;
present entirely encouraging though I was repeatedly assured that Government
thinking is to the effect that they shculd play a greater role in the future
probably in the rural areas (The National Plan 1979-83 seems to vindicate thisj.
To this end the Ministry of Co—operative Development has carried out a detailed
survey attempting to assess the areas, geographically and sectorally, where
potential lies. It identifies three major product groups and services - farm
equipment/repairs; furnishings and household utensils, and clothing/footwear.
In 1978 the small scale sector had only a 10-15% market share in these areas.
What is more, based upon estimates of income and population growth, it is
predicted that these markets will expand by some 40% to 1985 though this expan-
sion will be unequally distributed regionally. At present in so far as local
small scale industries do satisfy the market they do so on the basis of small
household production and repair activites; there is little tendency for any
horizontal integration and technical upgrading of these activities as the space
and capital reguirements (though modest) are out or the reach of most craftsmen.
There is not, however, a shortage of skills in the countryside, the village
Polytechnics and the Youth Development Programme have provided opportunities for
training in skills such as masonry, carpentry, blacksmithy, tinsmithy, metal-
work, motor mechanics, welding, tailoring etc. These skills are under—-utilised.

Studies within the RIDP have shown that attempts to provide technical
assistance and financial support to widely scattered household industries is
administratively complex and extremely costly. (QOperational Plan for DNevelopmenkt
of Small-Scale Co-operafive Industries) Development Planning Division, Minsitry
of Co~-operative Development 1978).

The Ministry, therefore. has advocated a 'co-operative approach' whereby
enterprises should be 'established in main marketing and trading centres' and
'‘organized as multi-purpose work-shops' which will serve the market demand of
each selected centre. Each co-operative would have about 10 members - the ‘
minimum number required in law (The Coroperatives Societies Ack Rev.1972 clause
6). It is hoped that such workshops will of fer members advantages in terms of
regularised supplies, access to the market, and an efficient use of scarce
capital resources. In short there will be some economies of scale (individually
owned household enterprises have an average of 2-3 workers).

In 1979 the Ministry (with the technical assistance of NORAID) proposed a
three year pilot study whereby eight multi purpose co-operative workshops would
be established (in Kisii Kakamega) and if they reached expectations a programme
would be implemented aimed at establishing workshops in five additional 'high
potential zones'. There have unfortunately been various delays and so far only
three societies have been registerad and they are as yet not working. The
project nevertheless remains operaticnal.

daro-Processing Co-operatives
The Ministry of Co-operative Development has also taken an interest in

Boomotmg Agro-based Co-operative Industries again with the assistance of the

rdic Project for Co~operative Assistance (Agro Based Co-operative Industries.
A survey on Potentials for Expansion and Development, Development and Planning
Division, Ministry of Co-operative Development, January 1978). The purpose is
once more to bring benefits to the countryside, in this case by the vertical
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integration of producer marketing co-operatives into agro processing. Seven main
areas of potential were initially identified in the above report

a) the processing of maize
b)  ocotton processing

c) processing of oil seeds and copra

d) Forest industries

e) Fish processing

) sugar processing, and

g) Horticultural processing

The conclusions in relation to each varied. In respect to maize, because of
excess milling capacity (around 50% in 1978) the conclusion was that it was only
in the longer time-perspective, 8-10 years, that co~operatives should consider
entering this area. At least 23% of cotton clothing demand in Renya is met by
external sources, it was suggested therefore that cotton clothing co—operatives
be promoted. 0il seed processing did not seem promising because of excess
capacity. Forest industries on the other hand had some potential both in saw-
milling and secondary wood manufacture. Likewise, sugar processing and horti-
cultural processing, though fish processing seemed less promising.

As far as one can ascertain little has been achieved in the direction ot
agro-based co-operative industrialisation though it is identified as an area of
future growth and one where potential technical and financial assistance would
be welcome.

Eactors Bindering the Development of Industrial Producer Co-operatives

During my interviews a number of factors hindering the development of
industrial co-operatives were repeatedly voiced.

(a) Not surprisingly the lack of managerial skills of members was mentioned
most frequently and also appears in the various reports referred to. Par-
ticular mention is made of the lack of nasic accounting, quality and stock
control. The Kenya Co-operative College provides courses in these matters
but it is rare that members of primary co—operatives wet an opportunity to
attend the College. As I have mentioned lack of production skills is
perhaps not a problem as long as co-operatives stick to relatively simple
technologies, because of the success of the village polytechnic and Youth
Development Programmes,

(b) In the early years of independence the (agricultural) co-operative movement
was strongly tainted by corruption. This had the effect of increasing
Government supervision of co-operatives and the Co-operative Societies Act
1972 very much reveals this. It is now widely held that the level of
supervision hampers the effective running of co-operatives in all sectors
and the feeling is that the statutes will have to be relaxed to give
primary co-operatives more flexibility in investment patterns etc.

(c) Irdustrial Co-operatives, often because they are short of ready cash, put
themselves in the hands of unscrupulous middle-men for marketing purposes.
Even fairly well organised secondary marketing co-operatives in the handi-
crafts sector seem not to obviate this problem.




(8) there is also evidence, aqain particularly in the handicraft co-operatives.
that the co-operative machinery is circumscribed when it is to the advan-
tage of members individually.

(e) Many Co~operatives lack product designs and engineers which would enable
them to keep abreast of the best competition in the market place. This
particularly applies where the Co-operatives are attempting to seil on an -
international markete (e.g. in Handicrafts).

Some Possible Avenues for Support by ONIDO and fhe Co-operative Movepeol

In the time available I found it impractical to make detailed assessments
of the various projects mentioned to me. In particular the detail required in
the standard UNIDO forms was just not forthcoming at short notice. I did,
however. identify a number of possible projects which may bear further investi-
gation. I present them in no particular order.

(a) Extepnsion of the progracme for small pural mulbirpurpose workshops This
was suggested to me by a numbe: of people but it would perhaps be prudent to
await the results of the present pilot studv in Kisii and Kakamega before
thinking of further support.

() Lioking Building and Copnstruction Co-operatives with Housing Co-cperalives
There are a number of successful housing co-operatives in Kenya. They have,
however. not sought to go into building and constructiocn themsevles. A feasi-
bility project would be welcome here.

(c) Dewelopment of Agro=Based Co-operative Indusiries As the report has shown
the Ministry has conducted fairly detailed pre-feasibility studies in a number
of areas. Little has come of these because of lack of finance and a wariness
about whether the requisite technology is fully understood in the Ministry. My
judgement is that there is ample scope here for further investigation.

(@ Buxchase of Iransport to serve the Handicrafts Co-operatives At the moment
there is a large overhead attributable to the rental for transport of the raw
materials (particularly wood) to the co-operatives. It is estimated that this
could be significantly reduced if the co-operatives owned their own vehicle.
The volume of work would dictate that such a vehicle would have to be jointly
owned by a series of co—operatives - this may generate problems!

(e) The Iraining of Ministry and Apex level Persopnel in Prackical Business
Although a number of Ministry employees possess degrees of one sort or another
they have little experience of the actual practice of running business enter-
prises. Ministry Personnel could benefit from periods of seccndment into appro-
priate efficient businesses in the developed world.

(f) Cokton Goods Coroperatiyves It is estimated that there is ample scope for
the establishment of Co-operatives making simple cotton goods like shirts and
dresses; they coulé use local cotton

(99 Qffice and Domestic Furniture Co-operakives Again it is estimated that a
demand exists, the skills and raw materials are available.

(h) Mdlk Producing Co-operatives At present the pasteurisirqg and packing of
milk is handled by a2 highly centralised monopoly. A feasibility study of a
decentralised competitive co-operative system using packaging produced £rom
local resources would be welcome.




(1) & Mebile Factory producing Concrete Bricks for Building One of these had
been seen in Sweden and it was thought that such a factory could well be effec-
tive in Kenya moving from site to site.

(3) A Natiocpal Protoitype Cenfre for Handicrafis Such a centre would promote
research into new products and processes particularly in relation to the inter-
national market and train members from the primary co-operatives.

mwmmmmmmmmmmmmm
Broject

In many ways the experiences encountered by the Kenyans in establishing
industrial Co-operatives support the findings of the ICA research project -
particularly the problem of deficient managerial expertise. In the past Co-
operatives have, in Kemnya, benefited from concessionary finmances from state and
quasi-state sources. The ICA research suggests without a reasonable quality of
managerial expertise in the primary co-operatives, there is a route for dis-
aster. But as the quotation from the National Plan in the opening paragraphs of
this paper show, the current policy is to support co-operatives only upon
strongly commercial lines and to allow them to compete with private commercial
enterprises. However, despite the attractinn of this policy it seems inevitable
that given the endemic shortage of managerial expertise the most capable will be
attracted to private companies thus putting co-operatives at a comparative
disadvantage. One of the recommendations of the ICA research was the creation
of a Co-operative sector (exhausting the marketable potential in one product)
allowing co—operative to complete with co-operative. I found some support for
this idea in the Kenya National Federation of Co-operatives. It is clearly
something which will have to be discussed in Arusha.

5.1.82
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The Co-operative Movement in Nigeria

The first Co-operative Law in Nigeria was enacted in 1935 under the
Colonial Government and though there have been revisions this law still effec-
tively is in operation. There is, however. some considerable feeling amongst
co~operatives in Nigeria that many of its clauses are not appropriate to modern
conditions and even cetrimental to producer co-operatives but there are at
present new draft Statutes under consideration which it is hoped will rectify
the situation and pass into law presently. These statues if endorsed by the
Federal Government will amongst other things prove more helpful to the
establishment of producer co-operatives in both the agricultural and manufactur-
ing sectors. I was unable in the time available to obtain the draft statutes
‘and so cannot comment upon this latter claim.

The legal encouragement and promotion of co-operatives first became
explicitly emtodied in a National Development plan in the period 1975-80;
"Although co-operatives as a form of voluntary self-help organisation have been
known in many parts of this country for several decades now, co—operative pro-
grammes in their own right have never featured in any National Development Plan.
This reflects both the slow progress of the movement in Nigeria and a lack of
active government interest. Yet Co-operatives are potentially an important
instrument of social transformation. especially in the rural areas" (Third
National Development Plan. 1973:-80, Vol.l. Chapter 26, Co-operatives and Com-
munity Development).

This plan recognised the existence in 1975 of four broad types of co-
operatives in Nigeria:- agricultural co—-operatives, consumer co—-operatives, co-
operatives of craftsmen and artisans and co-operatives of thrift and Loan
Societies. It goes on to note that artisans and craftsmen's co-operatives are
not widespread despite the abundance of self-employed artisans in trades such as
tailoring, woodworking, and blacksmithy. However, many industrial craftsmen
were, it appears, ripe for the co-operatisation; in particular the purchasing of
their material inputs as their lack of resources often meant that they 'could
not operative effectively’. The report indicates that there were, in 1975, 28
craftsmen's co—operatives (possibly purchasing co-operatives) in Kano State but
provides no overall fiqures for Nigeria as a whole. From the point of view of
the present conference it is notable that no mention is made of producer co-
operatives per se though it does mention that there is a considerable and as yet
unexploited potential for co-operation in the artisan sector.

Despite its advocacy of co—operation the 1975-80 National Plan noted that
the Nigerian Co—operative movement had recorded very limited success. This is
attributed to three factors:

- a low level of understanding by the rank and file of co—operative principles
and the 'virtual non-existence' of co—operative training and education.

- a lack of the necessary support staff to manage co-operatives.
Although many State Governments had set up Co-operative departments to give
technical assistance to co-operatives they were, with a few exceptions, not
themselves staffed by men of 'sufficient experience or ability to make a
decisive impact'. There were in 1975 training schools in Ibadan., Radumar and
Enugu but they were not sufficient to meet the training needs of the whole
country.

* should be read in conjunction with covering notes
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the average size was 60 members per prlmary society. It should be borne in
mind here also that we are dealing essentially with buying and marketing co-
operatives in the agricultural sector.

With these problems in mind the Government set the objectives, during the
period of the plan, 'to foster the growth of co—-operatives more consciously as
instruments for adhieving increased agricultural productivity and rural trans-
formation'. In particuiar the government was to ‘improve training facilities'
and 'increase credit facilities'. Furthermore, for the first time the Federal
Government (in addition to State Governments) was to 'participate in the co-
ordination of co—operative matters on a natiorwide basis'. There was, however,
no explicit mention of industrial producer co—operatives.

The National Plan also sought to bring community development activities
with in the framework of the plan and associated these developments with the
promotion of co—-operatives. It was planned to spend N 193.3 million on both
sorts of development within the planning period of which N 177.1 million wculd
come from the State Government and N 16.18 million from the Federal Government.
The expenditures were to be distributed as follows: 75-76: 20 million, 76-77:
30.5 million, 77-78: 38 million, 78-79: 47.5 million and 79-80: 57 million.

However, as the Second Proaress Report on the Third National Development
Blan. 1975-80 demonstrates these expenditures were not fulfilled.

The Quidelines fo the Fourth Development Plan. 1980-85 reviews the achieve-
ments of the 75-80 plan. Despite disappointments the co-operative system it
urges has 'become flrmly established'. Generally speaking there are three tiers
in the system. primary societies at the village or town level, gecondary
secieties (or Unions) at district or local Government level and State Apexes.
Multiple purpose secondary co-operatives and Apexes seem to predominate over
single-purpose arrangemets. The latest fiqures I was given by the Ministry of
Employment, Productivity and Labour are somewhat at variance with the figures
presented in the Fourth Development Plan., I give then in brackets, the other
figures deriving from the report:

Total number of primary co—operatives 11,264 (16.812)
Total membership 918,149 (1,633,21i7)
Secondary societies over 200 (171)
Apexes about 30 (36)
Total Share capital - (52 x 109)
Total Savings - (16 x 10°)

Unfortunately the statistics I was provided with do not detail the number
of producer co-operatives nor the number of industrial co~operatives, not even
the artisan's co-operatives. In fact it appears that all the arts and crafts
co-operatives have been promoted by state institutions rather than by the
Federal administration which accounts for the lack of statistics at the Federal
level. The estimate I was given is that there are approximately one hundred
artisans primary co-operatives few of which are established as producer co-
operatives. There appear to be few or no producer co-operatives in other indus-
trial sectors.




It is clear then that the efforts exerted since 1975 to promote co-
operatives have largely gone in directions other than in establishing industrial
producer co—operatives or even agricultural producer co—operatives. The empha-
sis has been upon Buying Marketing and Credit Co-operatives. Nevertheless a
nurber of developments may prove helpful in the future.

Several Federal Apexes have been established, notably:

- The Co-operative Federation of Nigeria Limited (CFN)

The Nigerian National Co—operative Wholesale Association Limited (NNCWA)

The National Co—operative Insurance Society Limited (NCIS)

The National Association of the Co-operative Credit Union of Nigeria
Limited (NACCUN)

The CFN represents the interests of co-operative societies irrespective of
their spheres of operation. NNCWA is a national apex organised on functional
lines, it purchases in bulk for distribution through co-operatives. The NCIS
will provide insurance cover for any type of co-operative venture. NACCUN
oversees the policy of the various co-operative thrift and credit societies.
Each of these national apexes could in their various ways cater for the
interests of producer co-operatives.

The Guidelines for the Fourkh National Development Plap 1980-85 calls for
the establishment of more primary co—operative societies especially consumer and
producer primary co-operative societies. Education will be redirected to train-
ing 'members of the co-operative movement' rather than officials as has hitherto
been the case. Members will be 'trained in modern management techniques and
financial control'. The existing co-operative banks will be expected to
'increase substantially their financial assistance to the co-operative movement.
If necessary existing requlations will be reviewed to make this possible'. A
system of mimimising direct Governmental control of co~operative society will
also be designed.

The plan envisages an expenditure of N 67.8 million by 1985; 20.5 million
will be on a National Agricultural Management Development Centre, 18 million on
the three existing Co-operative Colleges, 16.8 million on State Colleges and
12,3 million on 32 feed mills. There is clearly no room here for additional
direct financial support for co-operatives of any sort. The reasoning appears to
be that funds should be forthcoming from the Co-operative Banks.

In conclusion then it appears that the Co—operative movement is now well
established in Nigeria though it is still, in terms of national impact, of
relatively small dimensions, There has, however, been little emphasis on pro-
ducer co-operatives in either the agricultural or industrial sector. The Guide-
lines for the fourth National Plan mentions producer co-operatives explicitly
for the first time which may bode well for the future,

I had no time nor the necessary background to discuss these matters in

detail. However, dareas where opportunities apear to exist to establish producer
co-operatives are:

(a) Cocoa processing

(b} Processing of Palm 0Oil

(c) Manufacture of Tomatoe Paste
(d) Canning of Fish

(e} Processing of Ground-nuts




The Nigerian Experience in Relation to the Resarch into ibe Social and Sconomdc
Botential of Small Scale Producer Co-operafives

Since there has been no serious attempt to present to pramote producer co-
operatives there is little we can say about the situation in Nigeria. However,
with the emphasis in the next National Plan on

1) training in management and financial skills

2) the provision of credit

3) the reduction of direct governmental interference in the day to day running
of co-operatives

then these ideas are perfectly in accord with the findings of the ICA research
project. The things lacking are perhaps an emphasis on supervised credit and
personal financial investment in co-operatives. Nevertheless if industrial and
agricultural producer co-operatives are (as indicated) to be encouraged in the
future there must be some grounds for optimism,

5.1.8
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COUNTRY RETORTS: NIGERLA BT F.K. ADEYEFA (PARTICIPANT)

The Chadrman
Distinguished Perticipants i
Fellow Cooperztors

On behalf of the Govermmen: and the pec-le of the Federal Republic
of Nigeria, I express sircere gratitude to the sponsors and orgonisers
of thls important conference for the opportunity to participeie in it,

I need to indicate at this juncture that the bonafide representative
of Migeriz to this Conference, Hr. T.E. ddeyeri has not been able to
ocome for some recsons, The confirmation by the Nigerian Office of
UNDP for my perticipntion ct this Conference was relayed to me about
48 hours prior to lemving Migeria, For this reasom, it was not
pesible to bring 2long relevant data thet could have been very ugeful
to this Conference. I will howaver mzke avniladle to the participants
such information that are within my competence to provide,

Cooperative Movement in Nigeria

The history of the establishment of Ccoperative societies in Nigerin
could be traced back to as early as 1922 when cocoa farmess were
organized along cooperzative lines by ithe Asricvliura] Deportment,
Since that time, severzl modifications and “rezendous growth hove
been experienced, including the encciment of the cooperative ordinance
in 1935. The fim estoblishnent of cocperation ia *he vorious facets
of life in Nigeria tcéoy is a resuld of the graduzl developing of tce
1922 ati-mpt.

o doubt, ond as Professor Lbell pointed out iz his peper on Nigeria
for this Conference, the Nigcerion Cooperztive loveaent has faced a
number of moblems, Efforts are being inicnsified $o improve the
sltuation and msure on effoctive and efficient cooperative system.

Comments op the Paper on Mwreria by Professor Potas  fbell

Professor ‘bell has written considercbls facts on thegguerd status of

the Cooperctive Movement in Figeria, ar? I agrec with most of the ‘
conterts in the report, However, it is clear trhat Professor Abell did

not present sufficient data on the reclevont subject of industirial co-

operatives in Nigeria., It is clecr the job was not fairly cene and

does not reflect the existing situntion,

Given the time and the stotistics 2t his dispesal, Professcr Abel could
probably not have writtoen anything longes or more informative on the
subject, Ome important achiovenent of 4he repr=t i3 that it has been
able to focus atienticn on the neod 4o imrrove the indusirial cooperc~
tive sector, It has therefire creatoed 4he necessary aworensss and could
provide a starting point for the involwesent of the ULIDO and cther
relevant intermcational organisations in the ceveloment of industrial
oooperatives in Migeriz,




The mresent stotus sf infusirisl —roducer oocperciive: in Niseris

There ate very few industri-l cooperctives in the couniry, most of
which are agrosbosed, L gemerzl cobserveticn backed by stulies is
that the industrial roducer oscperziives conmstitute the lecst
developed sector of the Figerizn Cooperative ¥ovement, Some ezrlicr
investizctions on Cooperztive Membership Drive show that the main
rezsons for slow growth cf the industrizl coopercztive enterprises
include the wunwillingness of the crafismen to emgage in joint
enterprises as well as the small g dispersed noture of the unit
of moduction,

Although a large mumber of irdustrial ventures can be founé in the
verious parts of the country (there cre not less than 2,000 induse
tries in Nigeric), the cperators/owners of such ventures ore not in
most cases reglstered as cooperctors. One plousible reason for this
is the lack of emphasis on industrial and production oocPeratives
i{n the pest, This might Ye pertly ¢ue to policy oriemtation end/or
legislative inadequacies,

The major probelas hompering the progress of the exigting cgro-
industiral system hove Deen identified 28 including the Tollowing ¢
(a)  inndequacy or leck of infrestructures

(b)  secorcity of willing cnd competent techaical portmers

(c) the urban location of most agro-industriel with the
effects of high costs and shortcge of rew materials

(d)  the umattroctive noture of manufocturing industries
as commercizl ventures ‘o local businessmen and
foreign investors

(e)  the high share of foreign ocapital
(f) administrotive bottlenecks and restrictive
industricl plicy,

Instituticnal arrancements for the cromotion and devélotment of

{ndustrial ctrciucer cooperziives in Nizerdia

At tne matiornal level, tho instituticns that could effectively romote
the develsment of industri:zl ccoperctives in Nigeria include the
following ¢

1) Federsl Ministry of Earlayment, Labour and Productivitys
ii) TFederal Ninistry of Liculture

4ii) Federal Ministry of Intustries

iv) Federal Ministry of Uztisnzl Flonming

v) Peder=l Institute of Iriustricl Research.

Tho counterpart state miniotrics ¢2 (1) « (iv) above can alse promote
the development cf induatrizl cscieratives on a gtote by state bamis,




Possible Areas of .ssistonce

In the promotion and develemment of industrial ocooperatives in
Nigerie, the followirz are areas in which MMIDO and ary other
relevant internatioral crgomisaticon couil be of assistance ¢

(1) Troush research studies (including surveys amd
feasibility) =8 those carried out in Ingic,
Indonesiz, Feru and Senegel by the ICA Research
Team;

(1)  Assistance in the provision of requisits treining
on industrial ;>roducer cooperctives;

(3ii) Direct technical ond other sssistance to the
cooperative movenernt through such non-Govermmenizl
Organizations =s the COPAC,

(iv) Through the educction and 4raining of policy=
makers, movement officials ard menmberz 2hout the
potentials of industrial cooperatives, e.g
by fellowshigps, porticipetisn in relevont
internctional conferences, searinar, etc,

CONCLISTON

There is 2 grext potentizl for the develsment of fndustrial
groducer cooperctives in Nigeriz

Appeal is hereby made to UNIDO, ICl and other such crgonizations
to organize such internationz]l conferences, sesizars, etc,, for
the tonefit of the Hest .frican regiong,.”

Arusha Internationzl) Conference Centre
P, 0, Box
ARDSH), Tonzonia

16th Folruary 1982




INTERNATIONAL CONFEREXMCE OF INDUSTRIAL COOPSRLTIVES
IN DEVELOPING COUNTRIZS: ARUSEM, TANZANIL -

Plenary discussion on the mromotion of Irdusirial . !
Cooperative Projects ildentified in the participetirg coutries

Contribution on the identified mrejects for Industrial Cooperatives
in Nigeria by F,K.l. Aceyefa, Particivent from MNizeria

I have the following comments to make on the projects identified
for industrial cooperatives in Nigeria :

1. The projects identified as possible areas for ccoperative
developrent in Nigeria as erumerated in Prof,? Abellts
report and in the extracts for all perticinating ocountries
are, for the meantime, to be regarded as tentative., The
mrorosals should be so regarded for the following reasons 8

{a) No supporting empirical data on the woposals are
available to the conference;

(b) the list 1s by no means exhaustive of the possible
areas for industrial cooperative deve.opaent in
Mgeria, and

net
(c) w,\refleot the priority of the Nigorian Federel
Covernment,

2,  As earlier indicated in my presentation or Tuesd:y {16/2/82)
the areas of assistance will essentially ocnsist of zremoiional
measures like technical assistance for detziled survey, feasidility
(research) studies, iniustrizl cooperative educetion zrd treining,
There is 2130 the need for UNIDO to collaborate with Nigeriz in
critically assessing 2ll or 2 selected number of the exstisa
industrial cooperztives in order to determine possible ‘area(s)
of assistance, In thic regord, it moy be necessary for Frof, Abell
and/or Dr. Mahoney (ICA Resezrch Study Team) to visit Nigeria at the
instance of UNIDO to ccuplete the unfinished job,

3. The Conference secretariat {s hereby reguested to highlight
the corments/ocontritutions made with respect to the Nigerian
situation, incluiing my request for the involvement of UNIDO
in the mromotion ar2 develomment of inlustrial producer
cooperatives in lNiseria, WIDO will, therefore, be able to
have (through thc UIDF Office in Yigseria) *he reaction of the
Federal Goveracnt of Nizeria on the issues roised with a2 view
to assisting further in the mocessing cf 4ne demand for UMIDO
involvement madc by the Nigerian representative at the Conference,
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OVERVIEW

Industrial co-operatives have not developred spontaneously or

in significant numbers in Botswana although interest in co- ,
operative forms of industrial production is growing. Manu- '
facturing industry itself is not at all highly developed in

the country and it is concentrated in the towns. Because of

this the Government has embtarked on a programme of industrial-

isation in the rural areas where the vast majority of the

country's population lives. DBotswana's co-operative movement

is however relatively well developed, particularly in the

agricultural sector and is growing rapidly.

An industrial co-operative development programme could play
a valuable role in present development plans as it could
encourage the participation of Botswana's citizens 1in
industrial development - particularly in the development of
local services, use of local materials, and productian for
local markets - and ensure the widest possible distribution
of ensuing benefits. Such a programme could also link
planned rural industrial development with existing co-opera-
tive marketing infrastructure and develop industry at an
intermediate level between more capital intensive, export
orientated industry and the individual, small-scale entrepreneur.




1. TNTRODUCTION : THE COUNTRY, ITS WESOURCES, POPULATION
AND COMMUNICATIONS

Botswana is a landlocked country in the centre of the Scuth-

ern African plateau with an area of some 582,000 square kilo-

metres. Two-thirds of Botswana is covered with the thick

sand layer of the Kalahari desert btut the eastern region has

a2 somewhat less harsh climate and more fertile soils and it . !
is here that the bulk of the country's population 1s concen-

trated.

Botswana's economy is based upon agriculture but as arable
land is scarce - less than 5% of the total land area - and
rainfall is scant and capricious, arable agriculture is a
precarious undertaking. Much more of Botswana's land is
suited tc extensive beef production and this is reflected in
the fact that cattle outnumber humans several times over.

Botswana has important mineral deposits; there is copper-
nickel with one mine in operation, coal again with one mine,
diamond pipes of which two are in production and a third soon
to come on stream, as well as numerous other mineral deposits
which have not been exploited.

The country's estimated de facto population in 1987 is
850,000 and it is clearly very small in relation to the size
of the country. Population is growing at an annual rate of
about 3% and there is a high proportion of children and young
people even though life expectancy is relatively low due
largely to high infant mortality. Labour migration to South
Africa has long been very important and a large number of
citizens work or have worked abroad although recently
opportunities for migrant work have been declining. Because
labour migrants tend to by young men, there is a preponderance
of women among young adults in the overall population.

The population is highly concentrated in the east of the
country where it is predominantly rural even though there

are many large traditional villages which are important rural
centres. Within the rural areas there is much seasonal move-
ment between villages, arable lands and grazing lands areas.
There is also significant rural-urban migration and the urban
population almost doubled between 1971 and 1978 to 120,000.

There is a single track railway line through the east of the
country which links Botswana with the Zimbabwean and South
African systems and therefore with seaports. The major north
-south road which follows the rail has now been hard surfaced
as have its links to major district centres. An all weather
road now links Botswana with Zamtia via the Kazangula ferry
service. Most of the secondary and rural roads are passable
only to more rugged vehicles.
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2.1 An Overview of the Economv

Between 1967/68 and 1977/78, Botswana's economy grew at an
annual average rate of over 11% per annum in real terms.

The most important sectors at the beginning of the decade

were agriculture which contributred 42% GDF, central government 18%,
and trade hotels and restaurants 11%. By the end, agriculture's
share had fallen tc 20% while the most rapicdly growing

sectors were mining which had risen to 15%, followed by
electricity and water up to 3%, trade hotels and restaurants
up to 21% and services other than central government up to

4%. Central government's share had fallen slightly to “6%.
Manufacturing industry grew over the decade but even at the

end its contribution was less than 7% of total GDP

The cattle industry makes the largest contribution to agri-
cultural output accounting for 75% of agricultural value added.
The cattle industry suffers in the frequent droughts, but
arable farming suffers most from inadequate rainfall.

The growth in the mineral sector is the mest important factor
in the increase in Botswana' GDP in recent years. Apart from
the 70 fold increase in its own contribution, it has been
indirectly responsible for much of the growth in government
services, in construction, and in other sectors stimulated by
its expansion.

Botswana imports a wide range of goods, most important of which
are food, beverages and tobacco, machinery and electrical
equipment, vehicles and transport equipment, and metal and
metal products. Its principal exports are diamonds, copper-
nickel matte, meat and meat products, and textiles. There is
regularly a sizeable deficit on the balance of trade.

Government plays a significant role in the econcmy. Its
indirect role includes the provision of basic infrastructure,
education for the labourforce, the setting of the legal,
fiscal and monetary framework., and securing favourable inter-
national economic arangements. Its direct role is indicated
by the fact that it is the largest single employer, that
government and para-statal corporations account for 25% of

GDP, and that is has participated in all major economic 1
ventures. '

2.2 Manufacturing and Construction Industries

Manufacturing industry accounts for less than 7% of GDP and

is moreover dominated by one enterprise, the gcvernment owned
Botswana Meat Commission, which on average accounts for 50%

of the total manuufacturing sector output. It is the biggest
of the three major manufacturing employers in the country.

The sector 1s small, largely foreign owned, almost wholly
urban, and reliant on expatriate skilled and managerial
workers. Growth in the sector over the last decade has been
accompanied by a significant increase in the number of enter-
prises and a growing diversity of products; 53 of the 88 firms

-—————-—-—-——-—-1




licenced as of 197C had not commenced production before 1974.

The licenced manufacturing sector which incluades all firms with
10 or more employees comprises 88 firms. Of these only 8 are
solely Batswana owned, <3 are of mixed Batswane znd foreign
ownership, so that 65% are exclusively foreign owned. In terms
of the number of enterprises, the largest sut-sector is .
metal products (22%) followed by clothing and textiles (15%)
and food and beverages (14%). As mentioned, nowever, half of
the sector's output comes from the Botswana Mezt Commission.
Manufacturing industry is almost entirely urban based with less
~han 5% of all enterprises being located in rurzal areas.

Total employment in the sector is only 5,088 with 1,412
empioyees being employed by the Meat Commission. Expatriates
account for 10% of all employment. Ther other sub-sectors
which make substantial contributions to employment are metal
products and clothing and textiles. Average employment in a
manufacturing enterprise is 58 but excluding the three biggest
firms which together account for 40% of all employment the
average number of employees per enterprise is only 36.

In addition tothe licenced manufacturing sector there are a
number of manufacturing enterprises sponsored by the

Brigades ~ training schemes or development trusts. Sixteen
such establishments were in existence in 1978, 14 in the rural
areas, and together they employed 770 workers. Their activi-
ties included textiles, building materials, furniture and

food processing.

There are other enterprises - most of them small-scale with
less than 10 emplojees - which have been sponsored by the
Batswana Enterprise Development Unit. By 1979, there were
78 such enterprises engaged in construction, metalwork,
clothing, leatherwork, and other trades. Total employment
was 982 - almost half of which was in the construction
industry. The Unit has developed urban industrial estates
and 72% of the sponsored firms are located on these.

There is also a not insignificant informal manufacturing
sector in Botswana, estimated employment being equivalent to
10% of total formal sector employment. Activities include
small scale manufacture and repair, beer brewing, handicrafts,
and construction.

The construction industry makes approximately the same
contribution to GDP as does manufacturing industry although

it employs more people. Its fortunes have fluctuated from
year to year and along with them the rumbers of people
employed. There has been significant growth in Botswana's
indiginous construction capacity and there are about 135
contractors in the country including ex-members of enterprises
sponsored by the Batswana Enterprise Development Unit and of
the building brigades.

There are very real constraints upon the development of commerce
and industry in Botswana including

- a small internal market and a population with a
low average income;
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- fragmentation of the internal market by poor rural
commurications and low population daensity;

- the landlocked position of the country and the
proximity of the more developed economies of
7imbabwe and South Africa;
- the shortage of skilled labour and managerial staff; !
- the lack of infrastructure;
- the lack of a local capital market; and
- the lack of a strong raw materials base.
.The Government has acted to improve communications, expand
education and training, znd to develop new channels of finance
but favourable conditions for the substantial development of
manufacturing industry do not as yet exist.

2.3 Emplovment and the Labourforce

Botswana has an estimated labourforce of 428,000. About 60%
of the labourforce is engaged in subsist~nce agriculture and
other unwaged rural activities or in activities in the informal
urban sector. Formal sector employment accounts for about 17%
of the labourforce, employment in South Africa for a further
6%, while the remainder are assumed to be dependents of formal
sector employees and not looking for work.

Formal wage employment has grown at an average annual ratve of
9% between 1972 and 1978, from 41,000 to 69,000. Central
government accounts for 38% of the total, trade hotels and
restaurants for 16%, and construction for 12%. Mining,
despite its 15% contribution to GDP, accounts for only 8% of
employment, while manufacturing industry employs 7% in
proportion to its contribution to GDP.

The labourforce characteristically includes an abundance of
unskilled labour and a paucity of trained workers. Manufac-
turing industry in particular is dominated by expatriate staff
in technical and managerial positions.

At the present, the majority of the labourforce are not in
jobs which provide a satisfactory income. With population
growth it is predicted that during the period of the Fifth
National Development Plan (1979-85) the labourforce will have
grown by 87,000 and the probable shortage of employment will
be accentuated by the decline in employment in South Africa.
Despite an increase in real terms over recent years, GDP per
cepita in Botswana as P420 in 1973 or only P340 if adjust-
ments are made to allow for the benefits which flow to non-
Eatswana.
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A The Role of the Co-operative Movement in Botswana's
Development

Co-operatives in Botswana have been allotted a major role to
play in the economic and social development of the country.
Specifically, they are expected to

- raise the standards of living of the poorer sections
of the rural and urban populatiors;

- supply the inputs required to produce sufficient
food for an increasing population;

- provide commodities for export and import
substitution;

- facilitate education, self-reliance and the
acquisition of new skills; and

- provide the basis for new Patswana owned industries.
The development of the movement to date has made it one of the
biggest Batswana owned undertakings in the country and it
could certainly be described as the biggest on-the-job
training scheme for Batswana.

3.2 The Development of the Co-operative Movement

The first co-operative society was established in 1964 and
registered under the Co-operative Societies Act of 1962. The
movement has grown to the point at which it is one of the
largest business concerns in Botswana, entirely owned and
managed by Batswana, with an annual turnover of some

P20 million expected in 1981. Apart from the economic services
it provides to its members - members who represent 20% of all
households in the country - it provides direct employment to
800 people.

In the last decade the number of primary co-operatives has
increased from about 75 to 133, and there are two secondary
co-operatives in addition - the Botswana Co-operative Unicn
and the Botswana Co-operative Bank. In 1971, 41% of all co-
operatives were farmers' marketing and multipurpose, 37%

were thrift and loan, 16% were consumer, and 6% secondaries
and co-operatives engaged in miscellaneous activities.
Farmers' marketing and multipurpose have increased more
rapidly than the other kinds for in 1979 they made up 52%

of the total, thrift and loan declined proportionately to 24%,
the others having maintained almost the same proportion as
before. In 1971 about half the total individual membership

of the movement belonged +to consumer co-operatives, members
of farmers' marketing and multipurpose came next and of thrift
and loan last. By 1979, the membership of farmers' markecing
and multipurpose had risen to the point at which it equalled
the membership of consumer co-operatives, the membership of
thrift and loan having remained virtually unchanged over tne
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period. Employment in co-operatives had risen from just over
100 to 800 in the eight years. Capital employed in the
mcvement rose from P1.5 million to P5.5 million there having
been significant increases in reserves and a very substantizal
rise in borrowing.

Farmers' Marketing and Multipurpose Co-operatives

This sector has expanded rapidly in recent years, not only in
the number of co-operatives but also in the range of services
supplied to members. Most of the farmers' agricultural and
multipurpose co-cperatives began by selling members' cattle
and livestock to the Botswana Meat Commission to ensure the
farmers a fair price for their animals and a share of the
Commissions's annual bonus payment - things which were not
guaranteed if they took the only alternative and sold cattle
to a private trader.

The range of activities increased over the years to include
livestock inputs distribution. building materials supply,

crop marketing, the provisiorn of consumer goods, und agricul-
tural credit until many of the co-operatives became fully
multipurpose. Total turnover in 1979 amouuted to over P?7
million and an overall net surplus of 2% was recorded. Even
then though cattle marketed through the co-operatives amounted
to only 20% of the total thioughput of the Botswana Meat
Commission.

The multipurpose co-operatives - or 'full service rural
co~operatives' as they are kncwn - aim tc distribute basic

food stuffs evenly over the country, to provide a supply

channel for agricultural and livestock requirements to improve
production, to encourage savings and financial self-reliance

by taking deposits, to advance credit to farmers to enable

them to improve their production methods, and to supply building
materials for housing.

Consumer Co-operatives

The first urban consumer co-operative was established in the
capital city of Gaborone in 1966 but there are now seven
consumer co-operatives in major urban centres as well as 26 in
rural areas. With a membership of 21,500 and 310 staff, their
combined turnover was P9.5 million, slightly more than

half in the urban shops. Recently, the consumer co-operatives
have been facing hardening competition from full-service
supermarkets and shopping centres, largely owned by foreign
chains.

Thrift and Loan Co-~operatives

These co-operatives exist to encourage savings, provide
depositing and withdrawing facilities for members' savings,
and to grant loans to members. Thirty-one co-operatives have
over 3,000 members, combined savings of P70,000 and reserves
of P5,300, and outstanding loans of P34,000. Their surplus
funds are Jeposited with the Botswana Co-operative Bank as the
apex organisation, funds which are made available to other
co-operatives for developmental projects. There is a strong
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interest in the formaztion of iastituticnal thri
co-operatives within workplaces and organisations, shown
primarily among the trade unions.

Botswana Co-operative Union

The Botswana Co-operative Union (BCU) is the apex organisation
and wholesale supplier to the entire co~operative movement

in Botswana. It has been growing rapidly in recent years

and sales to the value of P5.5 million in 1979 rose to almost
P?7 million in 1980. Its activities cover the distribution of
consumer goods, agricultural requirements and building
materials, including material provision for the Government's
Arable Lands Development Programme; the marketing of cattle
on behalf of its member co-operatives; the provision of
insurance services; the provision of a retail extension

and advice service; the provision of management assistance
and relief; and, in collaboration with the Department of
Co-operatives, education and publicity for the movement.

In 1980, the BCU received a government grant of P250,000

and issued shares to member co-operatives on a 1 : 1 basis
for the same amount.

Botswana Co-operative Bank

The Botswana Co-operative Bank is an independent financial
institution and is at present developing a fully fledged
banking service. ts present functions include accepting
deposits from co-operatives and other orgarisations and
maintaining credit accounts for member co-operatives; channel-
ling government and doner agency grants to co-~operatives for
development projects; granting loans to co-operatives;
administering the cattle advance and other governmental
agricultural credit and subsidy schemes.

Miscellaneous Co-operatives

There are six cther co-operatives in Botswana which are
engaged in other, specialised, activities. There is one
fisheries co-operative which also has a small retail store,
some horticultural co-operatives with estate production, a
dairy co-operative, and a weavers' co-operative - Botswanma's
only industrial productive co-operative venture.

3.3 Lentswe Le Qodi Weavers' Co-operative

Oodi Weavers' is Botswana's only fully fledged producers'
co-operative. It was registered as such in 1978 but had been
operating from 1973 as a training scheme registered as a
private company. The scheme was sponsored with Swedish
assistance in the form of loans, grants, and technical support,
and undertook training in spinning, various forms of weaving,
in book keeping and in basic business practice.

The co-operative operates from a medium sized village situated
about 15-20 kms. from the capital city of Gaborone. It now
has its own factory building, sales showroom, and 16 broad
looms as well as a dozen others for tapestry work. It manu-
factures bedspreads, carpets, tapestries, shoulder bags and
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other items from wool which it spins and dyes itself.
Technology employed is labour intensive.

When first constituted as a co-operative Jodi Weavers had

50 working members, 39 women ara 11 men. At the end of 1981,
cembership had fallen to 4%, disproportionately more men
having left than women. The only specialised positions in

the co-operative are those of the book keeper, the sales
person and the three spinners. Management is undertaken

by the chairperson and her elected committee. The co-operative
generally pays its members a fixed monthly salary of P65,
irrespective of the work they have done - spinning, weaving or
tapestry work, or the number of days they have wvorked. At
times of peak 1labour demand in the agricultural cycle,
co-operative production drops off as members attend to

their fields. At times, the co-operative has also operated

a monthly productivity bonus system under which additional
payments are made for production in excess of a certain quota.
In late 1981, this system had been dropped as the financial
position of the co-operative did not permit it.

The co-operative's products are sold to tourists and others
who visit the village showrooms while there have beep inter-
mittent export orders to North America, Europe and South
Africa. The co-operative does not pursue an active marketing
policy, nor are any of the members well equipped at present
to undertake this task. There does not seem to be significant
demand within Rotswana for the products, although as they are
hand crafted and of a good quality, a potential local market
might exist with hotels and government and commercial offices.
The products are not cheap however, particularly for the local
market where cheaper mass produced blankets are available; a
tapestry retails at P200 per square metre and double bed-
spreads at PS5C. The prices obviously reflect the labour
intensive nature of production.

In 1978, the year in which Swedish assistance was withirawn,
sales amounted to P120,000; in 1979 they fell dramatically

to P55,500; but in 1980 they rose to P87,000. This amount
represented sales of 225 square metres of tapestry and 783
woven double bedspreads or their equivalent in other products.
Materials and overheads amounted to approximately P29,000,
monthly salaries to P42,000, leaving an annual surplus of

over P16,000. About half of this was distributed as a bonus
to members and the rest was capitalised. Average annual
earnings in the co-operative were therefore approximately P83
per month. The overall financial position of the co-operative
was strong with assets to a value of P75,000+, no significant
liabilities to third parties, although with member share
capital of only P15,000.

Production was said to be below capacity and could easily
have been expanded as it had been when large orders had to
te met in short periods.

The co-operative was almost entirely self-managing, receiving
only limited support from the Department of Co-operatives.

Thne level of member participation was very high : in 1980

there had been 17 committee meetings with an average attendance
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of five out of seven, and 17 general meetings witin an sverage
attendance of 48 out of tO.

If Oodi Weavers could be helped tc develop its marketing further
- and this was what the memters said they -wanted - there is no
doubt that the earnings of existing members could be increased
or the benefits of working in the co-operative extended to cew
members. Due to the overal management control exercised by the
Swedish advisors in the early years, the co-operative has a
very sound capital base. Financial management though is not
very strong and existing capital is probably significantly
underutilised.

4 NATIONAL POLICY REGARDING INDUSTRIALISATION AND
CO-OPERATIVE DEVELOPMENT

4.1 Industrial Development Policies

Botswana's plans for industrial development have been set out
in the Fifth National Development Plan. The policy is based
on the four national principles of Democracy, Development,
Self-Reliance and Unity. These are translated into planning
objectives - rapid economic growth, social justice, economic
independence and sustained develcvment - which are to be
pursued simultaneously and in a balanced manner. Since
independence returns from capital intensive mining have been
reinvested by the government to improve the standards of those
who do not benefit directly. A limit to the expansion of
government services has been recognised and it is now felt

. that there must be an increase in directly productive work
and in parcticular a need to expand opportunities for work

in rural areas. The emphases are therefore employment creation
ané rural development.

Industrial development objectives and strategy under the Plan
are to

- increase the number of worthwhile employment opportun-
ities for Batswana, particularly in the rural areas;

- increase Botswana's economic independence through
betswana involvement in trade and production and
through diversifying sources of capital and skills;

- diversify the economy; and
- protect the interests of consumers and workers.

The government plans to create favourable conditions under
which the private sector can contribute to Botswana's develop-
ment and while it recognises the need for foreign investment

it sees that the government may have a role to play in
financially less attractive areas. The government also intends
to identify those areas in which import substitution is pos-
sible and tc explore opportunities for linkages : production
for export with local materials, production of inputs for
agriculture, and production linked to the requirements and
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procducts of mining.

The government's rural development strategy is ‘ntended to
increase the prosperity and reduce the vulnerzovility of the
rurzl economy. It emphasises operating, maintaining and
extending newly provided rural services; . and intends to
develop projects to support rural production and employment
creation, all devised and executed with continual consultation
with the rural population.

The rural industrizlisation programme aims to create new enter-
prises which can stand up in local consumer markets rather
than the relocation of existing enterprises. At the present
time certain industries are considered to have a viable

future including agro-based industries, construction and
construction materials, repairs and services, farming iaputs,
proucessing of game herbs and animal products, and the pro-
duction of simple consumer goods. In its programme, the
government intends to give support to rural industries on

the basis of social rather than narrowly commercial criteria,
even though it is seeking their eventual commercial viability.

4.2 Practical Support for Industrial Development

The government plans to use its influence during the Fifth
Plan period to foster industrial development

- by creating a favourable envircnment through
continued infirastructural development, negotiating
international trade agreements, and by maintaining
favourable fiscal and monetary policies;

-~ by giving positive encouragement and advice, commis-
sioning industrial feasibility studies, providing
general advice services, and giving assistance to
independent bodies: and

- by more direct government involvement, particularly
with the private sector.

It also intends to provide fiscal incentives to encourage the
employment of unskilled labour and the adoption of employment
intensive production methods.

The Ministry of Commerce and Industry has been identified as
the main agent for implementing the policies and is charged
with both regulatory and promotional functions. In the plan
period it has been given extra resources so that it can
concentrate upon its promotional activities rather than on
regulation and control. At the same time, the activities of
different ministries and derartments involved in rural develop-
ment are coordinated by the kural Development Council which
is chaired by the Vice President and serviced by the Rural
Development Unit of the Ministry of Finance and Developmant
Planning. A role has been agreed for local District courcils
working tozZzether with the Rurual Industrial Officer Cadre
under the Ministry of Commerce and Industry.

The government nhas established a Rural Industrial Gfficer
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cadre, with officersnow in place in half the large villages

and district centres. Their task is to formulate and imple-

ment rural industry projects, to identify local eq*repreneurs
to marage them, and to act as secretaries to District Pro-
duction and Development Committees. & project tc provide
enterpreneurs' training schemes at local levels has also been
planned.

The Batswana Enterprise Development Unit (BEDU) has been in

existence for many years and has provided intensive help . !
to a number of relatively small new starts. The unit is

however nowmoving away from concentration on urban industrial

estates to work in the rural areas. The unit proviaes

technical assistance and management training and it has

offered financial help where appropriate in the past although

this service is now being transferred.

Advice for small business is also availatle form the Ministry
of Commerce and Industry's Business Advisory Service and
from Partnership for Productivity.

The Botswana Development Corporation has had the role of
encouraging private sector and foreign investment through
joint ventures. It has concentrated on clearly viable com-
mercial projects and therefore has had only very slight
involvement in productive industry. It is said to be begin-
ning to consider more risky ventures now.

The National Development Bank provides credit to agricultural
and other projects on more favourable terms than the commer-
cial banks. It works closely with BEDU and is taking over
its financial role. It is soon to undergo some decentralis-
ation and tc have an industrial divisien. The bank offers
short and medium term finance with no set upper or lower
limits. Commercial banks tend not to finance smaller enter-
prises in Botswana.

Among the planned or current multilateral and bilateral
projects for industrial development in Botswana are a wool
spinning mill supported by NORAD and which is a potential
industrial co-operative, technical assistance to BEDU via
UNIDO, wool knitwear product development frouw the Polish
Central Union of Work Co-operatives / UNIDO, and projects
dealing with clay products, leather, clothing and footwear.

4.3 The Devartment of Co-operative Development

Co-operative affairs in Botswana are administered by the
Department of Co-operative Development (CODEC) located within
the Ministry of Agriculture. It has sections dealing with
consumer and with marketing and supply co-operatives, with
thrift and loan co-operatives and with the Co-operative Eank,
but does not have a section dealing with other specialised and
industrial co-operatives. Its principal functions are to
promote the co-operative movement, to administer the Co-
operative Societies Act, to register and liquidate co-operatives,
and to settle disputes. The Department is legally obliged to
audit the accounts of all registered co-operatives although
the secondary co-operatives are outgrowing its present
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gayau;uy. It is in charge ¢f 211 member and employ ee train-

ing and ran 47 courses, seminars and workshops with 1,25
participants in 1980. It also runs training schemes for its
own staff.

The Department coordinates development assistance inputs for
the co-operative movement provided by governmeat and other
donors. It was decided that the major Arable Lands Develop-
ment Programme at present under way should utilize existing
institutions in its implementation and thus the Department and
the co—operatives have been given a major role to play.
CODEC is also involved in the development of the Vertical
Banking System whereby the Botswana Co-operative Bank will
operate through village co-operatives. A further duty of the
department is to supervise and provide technical advice

to all co-operative societies.

With the growth of the movement in recent years, CODEC's tasks
have become increasingly complex and demands on its limited
staff and resouces have increased considerably. So great

have the pressures become that the Department as it is
presently constituted could not readily cope if it had to
consider developing new services such as would be necessary
for industrial co-operative development.

An important duty of the Department is to draft co-operative
policy and together with the movement it has drafted a five
year development plan for 1982-87.

4.4 Draft Development Plan 1982-87

The draft development plan envisages a continued rapid growth
in the ‘number of services co-operatives provide to their mem-
bers and in the volume of sales, and, because of this, a need
for the secondary co-operatives to increase their investments
and their service activities.

Co-operatives are expected to contribute to the Arable Lands
Development Programme by making their distribution channels
open to it. Practical steps have already been taken in this
regard. The Botswana Co-operative Union's warehouses, trans-
port fleet and the 63 farmers' marketing and multipurpose co-
operatives have become the means to implement the project;

the Union has been appointed the sole importer of agricultural
implements and keeps a stock of the necessary spare parts.

The credit and subsidy schemes involved are at present

being channelled through the Co-operative Bank to individual
co-operatives for on-lending to farmers. Through the

European Development Fund assistance of P600,000 has been
provided for marketing and supply infrastructure for the
movement. The government has made P1.5 million available

via the Co-operative Bank for eight co-operatives to construct
shops and storage sheds, obtain transport, as well as for
general working capital needs.

The movement plans to introduce Seasonal Credit Schemes for
livestock and arable production and a Co-operative Credit
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Scheme for agricultural impiemeants. Dy the end ¢of the plan
period almost all farmers marketving and multipurpose co-
operatives will have storage facilities; 1in additions to
storing agricultural inputs, it has been proposed that such
facilities are used to enable the co-operatives to accept
increased respcnsibility for the marketing and storage of
grain crops. Mobilization of members' savings through the
co-operatives, leading to a higher level of self-financing,
will also be actively encouraged during the period.

The co-operatives will be expected to ccntinue and to increase
substantially the promotion and marketing of locally produced
food items and consumer goods. There is scope nere for co-
operative involvement in handicraft production aad marketing,
as such activities are important means, for women in particu-
lar, to earn a cash income in rural areas.

Recent proposals suggest that the Co-operative Union studies
the feasibility of opening production and processing plants
based on local produce and resources. A study of the feasi-
bility of commercial sorghum milling which was the first
area investigated was recently concluded.

Feasibility studies of other areas will be carried out in

the future, particularly areas where production will be of
goods already marketed or which could be marketed through the
co-operatives. The following projects have been proposed:-

- sorghum mills for local sorghum meal production,

- pre-packing for maize meal, flour and beans,

mague production, decentralised to some five places
with 10 jobs each,

‘peanut butter production,

co-operative bakeries,

milk powder packing, and

cooking 0il producticn.

The plan also forsees the registration of a poultry producers'
co-operative, and further horticultural and dairy co-operatives.
The development of these and other specialised co-operatives
will depend however on the availability of technical support
from other ministries and departments.

Multi- and bi-lateral assistance .as been provided to the co-
operative movement for several projects. Among them are the
DANIDA/ILO "Strengthening the Co-operative Movement in
Botswana" technical adviscry project located within CODEC, a
transport consultant with the Co-operative Union and an
accountant/auditor with CODEC provided by the Volunteer
Development Corps, and the European Development Fund "Services
to Livestock Owners in Communal Areas" P600,00C project to
provide marketing and supply infrastructure.
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S THE POTENTTAT, FOR THE DEVELOPMENT OF INDUSTRIAL
CO-OPERATIVES IN BOTSWANA

Industrial co-operation has not developed spouataneously in
Rotswana and, to a significant extent, its under development
reflects the relative underdevelopment of the industrial and
manufacturizg sector in the country and the very low level of
indiginous Botswana participation in the developments which
have occured. Nevertheless, industrial co-operatives

could play a very important role in current national
development plans. In particular industrial co-operatives
could be utilized to encourage the participation of Batswana
in manufacturing industry and, with their democratic and
participatory structures, could provide essential on-the-job
training. They would also ensure that the resources currently
being made available for rural industrial development had the
maximum effect and benefitted the widest possible range of
rural businesspeople and artisans.

Practical steps towards industrial co-operative development
have already been taken, though as yet in an uncoordinated
fashion. One industrial co-operative - the weavers'
co-operative described above - is already established,

there are plans that the newly opened wcol spinning mill will
be co-operativised once established and the Co-operative
Union is working on plans for the co-operative production of
goods for sale in consumer and multipurpose agricultural
co-operatives.

To a certain extent, practical support services for industrial
. development are already available in Botswana for the private
sector. - Extension and support services have been pioneered

by - the Botswana Enterprise Development Unit and related
projects, and the new rural industrialisation programme is
getting under way. It has to be noted however that none of
these organisation have any specific brief at the present time
to promote industrial co-operatives as such. The co-operative
movement has a developed marketing infrastructure in the form
of stores, warehouses and a transport fleet. This could well
be utilized to ensure the effective distribution of the
products of rural industrial co-operatives. Industrial
co-operatives could also be developed to link with the
existing Brigade training schemes so that ex-trainees

would not be left without employment.

There are however a number of constraints on industrial
co-operative development in Botswana.

Firstly, there are no organisations specifically promoting

or offering support for this kind of erterprise. The various
industrial development orgarisations as mentioned have no
specific brief to undertake this kind of work, and the Depart-
ment of Co-operatives concentrates its activities on the
agricultural and consumer sectors of the co-operative
movement. The Department is hard pressed with present
resources to cope with the demands stemming from the growth

of these sectors, and it has no staff who are experienced or
specialised in the development of industrial co-operatives.
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Secondly, there is a lack of a popular awareness of co-
operatives' potential in manufacturing and service industries,
partly because no promotion has ever been undertaken.

Thirdly, no specific financial arrangements are available in
Botswana for industrial co-operatives. Finance is available
for new starts sponsored by the Batswana Enterprise Development
Unit but obviously funds are limited. Commercial banks do
not have a very good record in providing loans for small-
scale new starts in industry. Bearing in mind that rural
craftspeople and artisans are unlikely to be able to offer
banks normal commercial security, there is little prospect

of their being a source of funds in the absence of some form
of credit guarantee scheme. As for the cc-operative movement,
its funds at the present time are being concentrated in the
agricultural sector, although the Co-operative Bank could
possible develop an industrial finance section.

Fourthly, there are general constraints on the development
of manufacturing industry in Botswana which apply to co-
operatives as much as to other forms of industrial enter-
prise. There is no strong rural industrial or artisanal
base, nor is there a large or lcng-experienced industrial
labourforce, and these together obviously will militate
against rapid indiginous industrialisation. All industry
suffers from the general marketing problems posed by the
small, poor, and dispersed population, and the competition
from the far more developed industrial economies of
neighbouring countries.

'n summary, it can be said that industrial co-operatives
have the potential

- to mobilise local human, natural and financial
resources behind industrial development in Botswana
and to ensure that the tenefits are evenly spread in
line with the country's principle of Social Justice;

- to link planped rural industrial development with
the existing co-operative marketing infrastructure;

- to develop local services, production for local
markets, and local crafts; and

- to develop industry at a level between existing
export orientated, capital intensive developments
on the one hand, and very small scale individual
entrepreneurs on the other.

If industrial co-operatives were to be developed successfully
however it would be necessary

- to develop a'joint strategy between the Ministry of
Commerce and Industry, CODEC, and the Co-operative
Union as the representative of the movement;

- to establish specialist support services, organised
and locat:d so as to be readily accessible to the
widest pos3iible population;
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- to ensure that adequate finance could be made
available; and

- to develop a programme of consciesntization and
education.

No plans have been drawn up in Botswana for an industrial

co-operative development programme, dut there 1s considerable

interest in the potential of such a programme in certain !
quarters. In view of the expressed interest, tne following
recommendations have been drawn up.

Recommendations

1 Following Botswana's participation in the forticoming
conference, representatives of the various Ministries and
organisations should determine if an industrial co-operative
development programme would be desirable and, if the
decision is positive and if it meets with government
approval, plans should be drawn up and an application
should be made for funding to either multilateral or
bilateral sources.

2 The programme could be organis_ed along the following
lines: -

Cbjectives

- to promote and support industrial co-operative
development in Botswana;

- to work towards a valanced development between
‘urban and rural areas in line with national
policy;

- to develop the technical expertise of Batswana in
the field of industrial producer co-operatives,
their organisation and promotion, and to develop
the industrial, business, commercial and organisational ‘
skills of the labourforce/membership.

It should commence by

- ensuring that Botswana co-operative and commercial
law makes adequate provisions for industrial producer
co-operatives and that model by-laws are drafted;

- developing linkages with existing institutions
dealing with the co-operative movement and industrial
promotion at both national and local levels;

- explaining the benefits of industrial producer
co-operatives among concerned government departments
and the rural and urban population as a whole.

It should undertake

~ to provide all necessary support functions not
adequately provided for at present for industrial




co-operatives including feasibility studies, organisa-
tional development, and on~the-job training and support;

~:to plan and implement a comprehensive education
programme for new members;

- to ensure that finance is available to commercially
viable industrial co-operatives;

- to develop larger scale projects for future developments.

It should be established either as an independent unic
along the lines of the Batswana Enterprise Development
Unit, or within CODEC or the Ministry of Commerce and
Industry or the Botswana Co-operative Jrnion, but
whatever course is followed full provisions should be
made for coordinating its activities with those of all
other related organisations.

Given that industrial co-operation is not well established
in the country, the programme should be of a relatively
small scale, undertake preparatory work, involve only a
limited number of co-operative projects, and be subject to
regular review.

If the benefits — in both economic and social terms - are
not sufficient to justify its continuation, or if
developments are not in accord with national develcpment
priorities, the programme should be terminated.

Tecnhnical support and expatriate assistance should be
provided for a clearly specified period and the programme
be designed to ensure an effective transfer of skills.

An education and training component for co-operative
members and for promotional staff should be fully
integrated into the overall programme.
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SUMMARY

There has been a significant development of industrial
co-operatives in Zambia since the country's independence

but, as a sector, industrial co-operatives have experienced
many problems -~ problems as small-scale industries operating
in difficult circumstances, financial problems, organisational
problems - and they havylnot generally received adequate
support.

The Government of Zambia is in the pro:ess of embarkirg
on a programme of small-scale industrial development and
this should help to meet some of the conditions necessary
for a substantial growth in industrial co-operation.
Support for industrial co-operatives as co-operatives is
nct available however and if progress is to be made steps
will have to be taken to provide this.




1 ZAMBTIA, THE COUNTRY AND ITS POPULATION

Zambia is a landlocked country with an area cf 752,600 square
xilometres. It had a population of 5,472,00C in mid-1578,
almost half of which lived in two of the country's eight
provinces - the Copperbelt and Central Province. These two
provinces also had the highest growth rates, 5.2% and 5.1%
per annum respectively, compared with an overall rate of 3%.
The urban population at 2,153,000 was very large in relation
to the total; the capital city of Lusaka had a populatiom of
559,000 and a growth rate of 8.9% per annum compared with an:
overall urban population growth rate of 6.8%. Urban popula-
tion increase is due largely to rural-urban migration. The
overall population density is about 7 per square kilometre.

Zambia's natural resources provide for extensive and diver-
sified agriculture , for the production of maize - the
principal crop, rice, wheat, groundnuts, soyabeans, suflower,
cotton, tobacco, tea, coffee, cashew nuts, fruits and vege-
tables; for animal husbandry based on dairy and beef cattle,
pigs and poultry; <{for the exploitation of forest resources;
anda for fishing. Mineral reserves are the country's most
important resource, principally copper, but also othner metals
and minerals.

In the last decade, adverse weather, lack of imported
inputs, poor transport and the shortage of funds have led to
a decline in the production of certain crops. Production of
copper - the principal export earner - has been relatively
static over the last decade, affected by congestion of
transport rcutes as well as by world prices and demand.

The country's internal road network is adequate in the better
developed parts of the country but transport can be difficult
in other areas. Zambia relies on road and rail routes
through neighbouring countries for all its imports and
exports; the political situation in some of these countries
in the last decade has led to the closure of some of these
routes and severe congestion at some of the ports - all with
an adverse effect on ths economy.

2 THE ECONOMY AND EMPLOYMENT

2.1 The Economy

Zambia's economy has grown very slowly over the last decade
with an average annual real growth rate of only 0.6% per
annum, and with a negative rate since 1976. In 1980,
agriculture contributed 12% of GDP, mining about 29%%, services
14%, manufacturing industry 12% and construction 5%. Over the
period 1974-80, the relative con%tributions of these most
important sectors remained virtually unchanged except for

that of construction which fell from 10% to 5%. The fastest
growing sectors were business services and real estate
although their overall contributions to GDP remained
relatively small.




Per capita national income was K302 in 1977 and it has
fallen quite sharply over the last five years.

For some time now exports have generally been rather stagnant
due to a lack of increase in exported copper and a declining
trend in the export of agricultural products. Imports
increased rapidly with the post independence development
programme in the 1960s but, although they have veen reduced
in volume since 1972, the simultaneocus increase in prices
has left the import bill virtually unchanged. Due to the
balance of payments crisis which ensued, the government
restricted government expenditure, raised taxes, increased
interest rates, increased import restrictions, and devalued
the EKwacha.

2.2 Employment

In 1980, the total labour force was 1,759,000 and was

growing at an annual rate of 3.51%. The rural labour force
was 60% of the total. In 1970, the number of people in

wage paid employment was 343,000; the number grew to 393,000
in 1975 but then fell back, recovered slightly, and stood at
384,000 in 1980. ’

Services accounted for 27% of formal sector employment with
public sector employment predominating; mining for 18% with
parastatal and private sector employers; construction ror
14% (in 1976 before the collapse) with a significant propor-
tion in public and parastatal sectors; manufacture for 11%
Jjust over half in the private sector; and distribution
hotels and restaurants fo 10%, the greatest part in the para-
statal and private sectors.

The remainder of the labour force was engaged in subsistence
agriculture, in non-agricultural non-wage occupations, Or was
un~ or under-employed. It is clear that there has been no
increase in wage employment to correspond to the increase in
the labourforce.

There are recognised critical shortages of skilled personnel
for middle and upper positions in Zambiarn industry but the
virtual absence of small-scale industry in the past means that
skilled managers are not generally available. Any small-
scale industries programme for tre private sector or for
co-operatives must contain a significant training component.

2.3 The Manufacturing Sector

The manufacturing sector's contribution to national GDP rose
considerably in real terms from 1965 when it stood at 6.8%
to 1980 when it contributed 11.7%. Manufacture is princi-
pally for the domestic market and accounts for only 1% of
total exports.

More rapid development of the sector, particularly in the
19708, has been hindered by a number of factors. Among these
are a lack of expansion in exports, import substitution which
concentrates only on the final stages o manufacture of
consumer goods, a shortage of foreign exchange, tight credit
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after the IMF stabilisation drogramme in 1978, and increased
lending rates and lending ceilings in 1978 and 1979. What

is more, there has been a growing capital intensity 1ia recent
years, a failure to expand significantly employment opportuni-
ties, and a geographical concentration along the line of rail.
Export has been nindered by transport probtlems wut also
because industry has not been able to operate at a level at
which economies of scale can lead to competitive prices.
Industrial development is concentrated in Copperbelt and
Central provinces; 84% of all manufacturing enterprises are
located there as well as 84% of all manufacturing sector
employment.

Parastatal manufacturing companies have concentrated on large
-scale technologically advanced plants and cover a whole
spectrum of industries from food processing to chemicals,
textiles to metal products. They contributed 51% of
manufacturing value added and provided employment for 42%

of all those working in the manufacturing sector. From
1969~76, public ownership of manufacturing expanded with assets
growing at 15% per annum, turnover at 25% per annum, and
employment at 2%% per annum. The parastatal sector has
suffered from shortages of raw materials, transport problems,
inadequate foreign exchange allocations and price controls.
The parastatal INDECO group operated at a loss in 1979 and
1980 and many of its subsidiaries had substantial under-
utilised capacity.

The private sector contributes 49% of manufacturing value
added but employs 58% of all those employed in the sector.
Private sector firms are generally fairly large and there
are very few small-scale or village industries; less

than 5% employ 10 or less people while 15% have more than
140 employees. Non-Zambian foreign ownership remains the
norm although recently a number of firms have been taken
over by Zambian entrepreneurs. In the mid-1970s there was
a significant number of closures, some decline in production,
and in employment. Private sector industry was running at
only 66% capacity in 1975 but in 1980 there was some
improvement .

Small scale industry is largely undeveloped in Zambia and
this has been the result of a combination of circumstances.
The primary agricultural sector itself is underdeveloped

and does not produce raw materials in any quantity to support
small-scale agro-based and related industries. There is a
very low population density in many rural areas, poor trans-
port and therfore a fragmented market with a population with
very low cash incomes. In the urban areas large scale manu-
facturing incdustry with its total reliance on imported inter-
mediate goods generally does pot demand the kind of inputs
which small-scale industries in Zambia could produce with
the present level of skills and technological development.
The problem is exacerbated by the insufficiency of trainicg
facilities for technological and managerial skills and tne
ready euployment available to the few skilled Zambians in
lerge-scale parastatal and private enterprises. Inadequate
credit facilities and poorly developed physical infrastructure
have also held small-scale developments back.




Despite all the problems afflicting manufacturing industry

in Zambia, there has been a significant increase in the

number of registered enterprises. The Industrial Development
Act of 1977 obligod all enterprises engaged in manufacturing
activity to register. Between 1978 and 1980, 546 existing
enterprises registered; in 1978 there were 44 new starts,

in 1979 133, and in 1980 226. The new starts in 1980 proposed
to invest on average K348,000 per enterprise and the emphasis
was clearly in the medium to large-scale sectors. Proposed
new starts were often unable to begin operations due to their
inability to obtain the foreign exchange necessary to purchase
machinery and equipment.

3 THE CO-OPERATIVE MOVEMENT

3.1 The Development of the Co-operative Movement and its
Role 1n the National Economy

3.1.1 Government Support for Co-operatives i1 Zambia

In 1965, the year following independence, the government
identified co-operatives as a possible way forward for the
country. It called upon all those who were not gainfully
employed to form themselves irto co-operatives and promised
financial and other assistance. The response was enthusiastic
and in the year the number of registered co-operatives
increased from 200 to 600. The support services were however
overstretched and many of the hastily established co-operatives
failed.

In the period of the First National Development Plan (FNDP) -
1966-1970 - government put emphasis on supporting farming
co-operatives. The number of registered co-operatives
increased but the movement was officially held later to have
made little headway due to poor planning, members' and
employees' low levels of co-operative education, the lack of
feasibility studies, and the lack of loan capital support.
The government was even keen to encourage communal farming
but attempts received little popular support.

The Second National Development Plan for the period 1972-76
reaffirmed the goveroment's support for the movement but -
and here it echoed the provisions of the Co-operative
Societies Act of 1970 - emphasised the need for the co-
operatives to be economically viable, for members to receive
co-operative education, and for competent management. It
forsaw an increase in the number of secondary co-operatives
(unions at the provincial level and federations ut the
national level) and it expected to see an improvemepnt in
co-operative bookkeeping and accounting with the formation
of an audit and eccountancy service.

In the decade 1969-78, the number of registered co-operatives
fell from 1,121 to 757; even so, membership doubled to 97,000,
share capital increased by 250% to K3.5 million, and )
combined turnover increased eight-fcld in current prices (o
K66 million. OQver the decade almost 200 new co-operatives




were registered while over 600 were dissolved.

The Third National Development Plan (1979-83%) aimed to correct
past mistakes with the promotion of co-operatives, but alsc
planned for a greater degree of self-reliance in the co-
operative movement. The plan aimed to "foster local partici-
pation of the members in the affairs of the co-operatives
rather than relying on government initiative and support”.

In practice there was to be a continued emphasis on agri-
culture - with some return to the idea of collective farming,
and a strengthening of the Department of Marketing and Co-
operatives - the government department responsible for the
movement. In practical terms, more co-operatives were to
become multi-purpose, and there was to be a decentralisation
of functions from government to the movement.

The government's commitment to the co-operative idea and the
economic role of the movement was emphasised publically by

the President in 1979 on the occasion of the opening of the
Co-operative College. The movement has been officially
recognised as a means to implemeat its policy of "distributing
the national wealth as evenly and as equitably as possible
among all the citizens." As a measure of its commitment to
the movment the government has not only granted it a key role
in agricultural supply and marketing, but has also provided

it with substantial resources, particularly the large
provincial co-operative marketing unions, the Federation of
Building Co~operatives, the Credit Unions and Savings
Association, and the Zambia Co-operative Federation.

Despite all the efforts of the government, certain sectors
within the movement are still very weak and co-operatives at
all levels have at times suffered serious financial or
organisational setbacks. A recent mission of evaluation
concerned with organisation at the federal level felt duty
bound to observe that the foundations of the movement -

the primary societies.- were not everywhere strong and that
many had doubtful economic¢ viability, in many the members
saw the co-operatives as external sources of benefits and not
something of their own, many put little emphasis on capital
formation, and that there was a need for relevant educatica
schemes.

Government promotion of co-operatives in the <zountry has co-
existed with a significant degree of control over the move-
ment. The same evaluation mission drew attenvion to this

and traced it to three fundamental causes : the involvement of
the government in the country's economic life; government
investments in the co-operative movement; and the fact thar
the co-operatives have been asked to shoulder wide respon-
sibilities in the country's develupment process. To these
might also be added the government's increasing reliance on
the agricultural co-operative sector to undertake the
government's monopoly buying of maize, the country's principal
cereal crop.
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3.1.2 Co-operative Institutions in Zambia
The Department of Marketing and Co-operatives

The Department was formed in 1976 through the merger of the
Departments of Co-operatives and of Marketing and operates
within the Ministry of Agriculture and Water Development.

Its functions are to coordinate all agricultural marketing
activities; to foster viable and self-reliant co-operatives;
and to be responsible for the registration and liquidation
of co-operatives, general supervision, administration of the
law, and general servicing of the needs of the movement.

In accordance with the law the Department will only register
a new co-operative if it is sure that

- the co-operative meets its members real needs and has
a chance of success;

- members have had sufficient co-operative education
and have sufficient business information to run
their co-operative;

- members have made some contribution to the co-
operative either in cash or through their own
labour;

- the co-operative has made plans for continuing
education and training; and

- it has plans for mutual and self-help and for
self-reliance.

Partly due to a shortage of staff time, there have sometimes
been practicaldifficulties in ensuring that all the conditions
are met on registration, particularly economic viability and
member competence.

The Department is responsible for auditing the accounts of

the co-operatives, except in the case of some of the large
unions which engage private auditors. But in 1977 it audited
the accounts of only 64 out of the 741 registered co-operatives
and in 1978 only 59 out of the registered 757. It experienced
problems due to lack of resources and transport, and because
many co-operatives had not kept their books correctly or
prepared their accounts.

Co-operative Marketing and the Provincial Co-operative Unions

Until 1980 maize (and other gazetted crops) could only

legally be sold through the offical agency Namboard which

also was the only agency for the sale of subsidised and

imported fertilizer and seed. However there was an unformalised
arrangement whereby established co-operative unions in four
provinces could purchase maize, sell inputs, and obtain
reacitution from the government. The government too guaranteed
the bank credit the unions required to carry out these functions.
The four unions resold to Namboard at the provincial level

and there was a significant duplication of resources and effort.
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There was also an admirnistrative problem as Namboard did not
always pay on time for the maize it took from the unions.
The unions, like Namboard, bought maize at the official price..

Gradually, through the 1970s, the uniocns' share of total
purchase rose in the four provinces, from 38% in 1976 through
46% in 1977 to S4% in 1978.

In 1980 the government decided to decentralise its grain
purchasing from Namboard to the co-operative movement and
unions were rapidly established in the provinces where prev-
iously they had not been formed.

Now the unions in all provinces, apart from undertaking

maize purchase on behalf of the government, supply agricul-
tural inputs, assist primary co-operatives to purchase hammer
mills, help to establish consumer co-operatives, and provide
agricultural credit.

Zambia Co-operative Federation (ZCF)

ZCF was established in 1973 but it developed slowly and
suffered from a number ¢of organisational and financial
problems. It is the apex body of the Zambian co-operative
mrovement and its members are the secondary co-operative unions
in all sectors as well as many primary societies.

ZCF was reorganised and revamped in 1980 with assistance

from SIPA and now has many functions including taking a
representative role on behalf of the movement; acting as

an agent for the State Insurance Corporation; undertaking
research and planning; press and public relations; training;
audit- and accounting. It also has a commercial departaent
which supplies the unions and primary societies. Until
recently this operated on a relatively modest scale but

since the reorganisation sales have risen dramatically and
are expected to reach K6 million in 1981.

The Co-operative Cqllege

The Zambian Co-operative College was opened in 1979 to

meet the education and trainirg needs of the movement. It
now offers courses at different levels for both co-

operative members and employees. It has received substan-
tial assistance from SIDA and has the services of ILO experts.

-

3.2 The Structure of the Co-operative Movement

hccording to the latest figures available (for 1978) the co-~
operative movement in Zambia comprised 749 primary societies
with 93,171 individual members. In addition there were 7
secondary societies and 1 tertiary society (four further
secondary unions were established in 1980%.

Of the 749 primaries, 486 (65%) were involved primarily in
the marketing of agricultural and arable produce and the
supply of agricultural inputs. Subsequently however there
has been a move to convert more of the agricultural societies
into multipurpose co-operatives. There were 124 (16%)
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industrial, labtour and service co-operatives, 80 {(11%)
savings and credit societies, 46 (6%) consumer societies,
& (1%) transport societies, and 7 (1%) engaged in miscel-
laneous activities.

The agricultural co-operatives had 56,278 members (60% of

the total membership of the movement) and therefore an average
membership of 116; savings and credit had 20,288 members
(22%) and an average membership of 254; consumer societies
had 11,615 members (12%) and an average membership of 253;
industrial labour and service co-operatives had 3,503
members(4%) and average membership of 28; transport had 86
members (less than 1%% and an average membership of 14; and
the miscellaneous societies had 1,401 members (2%) and an
average membership of 200.

Levels of member investment were very low. Agricultural
co-operatives had average share capital of K1,002 or K9 per
member, savings and credit and no share capital; consumer co-
operatives' average share capital was K1,250 of K5 per

member; the industrial labour and service co-operatives'
average_ share capital was X893 or K32 per member; the
transport co-operative average was K1,210 of K84 per member;
and the miscellaneous co-operatives' average was K2,03%8 or
K10 per member.

Of a total of 749, 343 of the primary co-operatives were
‘dormant' or totally inactive giving an overall dormancy rate
of 46%. The dormarn. rates for the various sectors were :
agriculture 52%; <.~ =s and credit 4%; consumer 22%;
-industrial labour a wwvice 60%; transport 0%; and
miscellaneous 29%%

The total turnover in the year for the active co-operatives
was over K18 million. The average turnover for the activé
co~operatives in each sector was as follows : Agriculture
K65,074; savings and credit K1,850; consumer K51,376;
industrial labour and service K11,649; <transport K71,418;
and miscellaneous K77,756.

No detailed information is available on the economic perfor-
mance of the primary co-operatives although the low level of
reserves is perhaps some evidence of generally unsatisfactory
performance. In each sector the average reserves per co-
operative were agriculture K894; savings and credit K494 ;
consumer K277; industrial labour and service nil; transport
K138; and miscellaneous K5,755.

3.3 Zambian Co-operative Law

The cperation of co-operatives of all kinds in Zambia is
governed by the.Co~operative Societies Act. The act provides
for the registration and organisation of co-operatives,

their membership and administration, and also specifies the
rights and responsibilities of the government. The act
defines co-operatives in terms of Co-operative Principles

but in additicn stresses their essentially non-profit making
function in providing services to their members.
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The act identifies the various types of co-Operatives which
may be registered. Under the heading of 'Artisans'
Craftsmens and Contracting Societies' the act allows for
members to be emplcyed to work collectively on bzhalf of the
co-operative and for the co-operative to supply them with
materials for use in individual production. There is a
possible problem here for it appears that the act does not
state explicitly that people employed by the co-operatlve
must be members and this could give rise to a situation in
which there could be two classes of erployee - ..cmbers and
non-members - each with different rights.

Even though the act identifies various kinds of co-operatives
- those in which members are beneficiaries of the services
the co-operative provides and those in which members may be
employees - the act seems better adapted to the former type.
Section 17, designed to prevent associations of private
dealers or traders forming a co-operative for personal gain
would be very hard to apply to an industrial production co-
operative. It states

'Notwithstanding the other provisions of this Act, a

- group of persons who desire to associate themselves
together in trade or business primarily for gain,
without provision for the distribution of profits
amongst customers in proportion to patronage,
shall not be registered as a society.'

In a production co—operatlve, members usually seek gainful
employment for themselves and distribute profits among
themselves generally in proportion to the work they have
contributed in the period. The interpretation would obviously
have-to be tested in the courts and does seem to hang on the
interpretation of 'business'.

Section 10 states that the minimum number of people who may
form a co-operative is 10. In all probability, a service
providing co-operative would not be viable with less than

tais number. A production co-operative on the other hand,
unless it has very priviliged access to finance, will
probably not go into operation employing more than five

people at first. This means that there will be two categories
of members : those employed in the co-operative and those who
are not. There is a built in potential conflict of interest
here which may well be damaging to any new venture.

4 INDUSTRIAL CO-OPERATIVES IN ZAMBIA

4.1 The Industrial Labour and Service Co-operative Sector

A profile of the -industrial labour and service co-operative
Sector in Zambia for the year 1978 is presented in table 1.

The sector is small with only 50 active co-operatives. What

is more growth is very slow - no new co-operatives were
established in 1978 for example - and the membership is

stagnant or declining except for co-operatives in the carpentry,
sand supply, painting and decoratlng and charcoal burning sub-
sectors. The only sub-sectors in which the average turnover







g

ez

o

Iz

| .
-l‘l‘

2

it hie

ro
Hon




L ®TqBL

Average
Number  Average Av. Share Av. Share Turnover of
Type No. Active membership Jepital Cap/Member Active Co-ops
Building &

Construction 62 17 14 138 11 10,837
Brickmaking 12 5 12 68 6 492
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per active co-operative was 51gn1f1cant (ie, in excess of

1,000 per member) were sand supply, painting and decorating, and
land clearing and refuse removal. The overall turnover Ior

the sector declined in current terms between 1977 and 1978

and only the carpentry, painting and decorating, and land
clearing and refuse removal sub-sectors registered any

increase. There was a slight increase in the overall share
capital in the year but it is clear that all the sub-sectors

with the exception of sand supply were grossly undercapitalised.

4,2 Building Construction and Brickmaking Co-operatives’

The building construction co-operatives, although the most
numerous, have had continuous problems in recent years and
their future prospects, unaided, are not good. The majority
of the building co-operatives are located in the 45 rural
administrative head-quarters of the Republic and the remainder
in the urban and periurban areas. In 1968, the government
provided substantial financial support for the newly estab-
lished Zambia Federation of Building Co-operative Societies
which was to serve the interests of all building construction
co-operatives in the country.

The fact that only 17 out of the 62 co-operatives had any
activity during 1978 is an indication of the problems facing
this sector. It appears that some of the prcblems are of
internal and others of extermal origin to the co-operatives.

The co-operatives are said to be excessively slow in the
completion of contracts awarded and to produce sub-standard
work. At the same time, the rural co-operatives face the
problem that there is no continuous supply of building and
construction work for them.

In 1973, the Federation began to acquire large contracts on
a national competitive tender basis, most of which were for
public building programmes and included hospitals and nurses'
hostels. Such contracts continued up to 1978 but the Federa-
tion generally could not complete on schedule and developed
serious organisational and financial problems. These problems
became so acute that the Federation was liquidated in 1980.

A contributing factor to its demise was perhaps its reliance
on government agencies for work and the problems it had
working on fixed price contracts when the official prices of
materials were being increased.

The aim of the Federation was to serve the interests of all
the building co-operatives in the country but, in practice,
it found this difficult. In 1978 the Federation completed
work to the value of over K2 million while the combined
turnover of 17 active building co-operatives was only K184,000.
From 1973, with the award of the first big contracts, the
Federation engaged its own direct labour force ~ ie non-
members - and continued to use this for a large prcportion of
its work. Actual building co-operatives only received a
small part of the work on a sub-contract basis. It was held
that skilled artisans could command higher earnings working
directly for the Federation than they could worklng for one
of its member co-operatives.




The briczmaking co-operatives fared worse than the bullding
co-operatives. By 1978 the turnover of the five out of 12
which were active was negligible. The principal reason for
this was the general substitution in the building industry of
concrete bricks for the kimberly bricks which the co-
operatives manufactured. The capital investments required
for the co-operatives to switch to concrete brick manufacture
were too great given the meagre capital these co-operatives
possessed.

4.3 Sand Supply Co-operatives

The sand supply sub-sector appears to be the most active in
relative terms, even though 8 out of the 10 co-operatives
are dormant. The sector is in fact dominated by one co-
operative in the Southern province which in 1978 with 51
members had 50% of the sub-sector's membership, 94% of its
sharecapital, and 88% of its turnover. Turnover amounted to
k1,829 per member which is quite significant but, even so,
turnover was only equal to capital employed and this cannot
be regarded as satisfactory.

4.4 Land Clearing and Refuse Removal Co-operatives

Five of the nine registered land clearing co-operatives are
active; of these, four are situated in the Copperbelt and
undertake work seasonally for the Posts and Telecommunications
Corporation. Together they have 36 members but employ non-
members too in the peak season. With a very modest total
investment of K454 in share capital, the four co-operatives
achieved a combined turnover of K75,672 in 1978.

4.5 Other Industrial Labour and Service Co-operatives

Of the other co-operatives in the sector, the painting and
decorating co-operatives achieved a measure of success and

a gignificant turnover in relation to membership. The charcoal
burners co-operatives - all situated on the Copperbelt -

were fairly active but could not provide very significant
earnings for all their members. The introduction of new
loading machinery meant that the services of the coal

loading co-operatives were no longer required.

4.6 Problems of Industrial Co-operative Development

Zambia has pursued a significant experiment in industrial
co-operative derelopment and stands out in that respect from
most other deve.oping countries. The experiment has not
however been very successful as the foregoing discussion has
illustrated. From this, it is possible to deduce certain
key probtlems, although a definitive statement will only be
possivle following a far more detailed study.

Indvstrial co-operatives have been developed within non-
manufacturing, labour and service industries, but their
fortunes have necessarily been associated with those ol

the manufacturing and construction sector as a whole.
Manufacturing industry has not displayed a very dynamic growth
in recent years and the construction industry has suffered
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from considerable decline. The co-operatives involvel in

or dependent on the constructioa sector have obviously
suffered from this. It is important to 212Te that manu-
facturing industry in Zambia is capital intensive, and
fairly large-scale. Industrial ch-operatives have there-
fore been pioneers in the small s:ctor and have had to struggle
under conditions which private investors have constantly
avoided. Manufacturing industry has developed with import
substitution which concentrates only on the final stages of
the manufacture of consumer goods; it has relied thereforsz
on imported inputs and small-scale industries supplying
larger manufacturing enterprises have nd been given a chance
to develop.

Apart from these general problems, there are clearly
problems specific to the co-operatives themselves.

The capitalbase of the industrial co-operative sector is
exceedingly weak and as a consequence of this many co-
operatives operate as 'labour only' ventures. Even for such
work to be undertaken capital is required and the potential
adequately capitalised co-operatives could achieve is illus-
trated by the success of the one sand supply co-operative
with substantial member share capital

Inadequate capitalisation has two causes, one internal and
the other external. The internal cause is the failure of
industrial co-operative members to invest in their co-
operatives. They may well not be able to afford to make
substantial investment but the problem appears to go deeper
than this. Even in most of the co-operative sectors which
achieved significant turnover, that is where members had
some -“income however inadequate, investment was alarmingly
Tow : often less than K100 per co-operative and in the
greater number of sub-sectors less than K10 per member.
This seems to point to members' lack of confidence in or
commitment to their co-operatives, perhaps to a feeling
that the enterprises were not theirs as was noted by some
commentators on the agricultural co-operatives.

Lack of member investment might have been less of a problem
had external sources of finance been available, but the
absence of such sources was the external cause of low
capitalisation. Industry does not develop without capital;
the fact that it is co-operatively organised makes no
difference in this regard.

The promotion of a secondary co-operative by the government

in the .building sector was a means of giving primaries

access to markets and of tendering for contracts which were
too large for any individual enterprise. Notwithstanding the
fact that the building federation had to operate at a time of
severe contractions in the industry, it suffered from numerous
organisational difficulties. By employing its own direct
labourforce, it arrived at the point at which it was
effectlive in competition with the primary building co-
operatives which were its members, rather than serving their
interests. GSecondary co-operatives have been able to serve
the interests of their members in other countries and it would
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be a pity if this one filure were to discourage the develop-
ment or federations in the future.

The building co-operatives were said not to have been at

all efficient in their work and this suggests a problem of
management. Given that it is reasonable to assume that the
members of these co-operatives did not have significant
previous experience managing small-scale firms, this is not
really surprising. It is notable that the industrial co-
operative sector grew at a time when education for members in

either business or the principies of co-operation was uravail-
ablé. Had conditions in manufacturing industry not been so
severe in recent years managerial inexperience might not nave
been so crucial for the co-operatives, but this was not the
case,

Tn summary, the industrial co-operative sector in Zambia has
suffered from the recession in manufacturing and construction,
the structure ¢f the manufacturing sector, and the poor condi-
tions existing for the development of small-scale industry;

from undercapitalisation, lack of member commitment and an
absence of external sources of finance; from organisational
problems in secondary co-operatives; and from the lack of
business and co-operative experience and training among members.

5 PROSPECTS FOR INDUSTRIAL DEVELOPMENT AND INDUSTRIAL
CO-OPERATIVES IN ZAMBIA

5.1 National Policy Bearing on the Development of Manufacturing
Industry and Industrial Co-operatives

Present policy as embodied in the Third National Development
Plan for the period 1979-83 "has been formulated as an instru-
ment for attaining the objectives of self-reliance and socialism
within the national philosophy of humanism". Emphasis is put

on comprehensive planning of the economy, the "commanding
role" of the public sector, and also on a "balanced development,
having regard to linkages between industry, agriculture and
other sectors of the economy." The plan considers
generation of more and fuller employment and the adoption of
technology which is labour intensive. The economic structure
will be diversified and there will be a crash economic programue
to promote agricultural and integrated industrial development
based on local raw materials to satisfy domestic demand and
generate exportable surpluses. Highest priority will be given
to rural development with a major emphasis on, among other
things, the promotion of village and small-scale industries

as an integral part of rural development.

Emphasis is placed on small-scale industries as they are seen
to generate more jobs per unit of investment than do larger
firms, and to have a greater indirect employment impact as
they draw more upon domestic sources than on imported inputs.
They also encourage local entrepreneurship and make use of
appropriate technologies. The Plan identifies marketing and
finance as two major problems of small-scale industries and
the government has undertaken to provide the necessar; fiscal
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incentives and credit facilities and to adopt a preferential
purchase policy towards the praducts of small industries. The
Plan forsaw the formation of the Small Scale Industries Jevelop-
ment Organisation (see below)..

The plan identifies priority industries for particular empha-
sis, they are : agro-industries; semi manufactured products of
copper and brass; chemicals, fertilizers, cement and ceramics;
mining equipment; agricultural tools; and building components.
In general it favours industries processing local agricultural
and forestry raw materials and those based on local mineral
resources and / or local manufacturing capital and intermediate
goods.

Co-operatives are identified as having an important role to

play as "the whole programme of smal.-scale industries develop-
ment will include the rural reconstruction centres, co-operatives,
village industries, existing and emerging small private entre-
preneurs and parastatal companies." It is envisaged that
"industrial co-operatives in townships and villages will be

set up. These will engage in various types of small-scale

and cottage industries . . . under the overall supervision and
support of the Small Scale Industries Development Corporation.”

The plan recognises that "little progress" was made during the
period of the second plan in the development of rural and small-
scale industries and aims to institute corrective measures.

5.2 Institutional Support for Industry and Industrial
Co=-operatives

Small Industries Development Organisation

The third plan charges the Ministry of Industry, Commerce and
Foreign Trade to identify individual potential projects and
undertake feasibility studies in the priority industries, and
to establish a Small Industries Developmernt Orgamnisation which
will take over the studies. These will be offered to "private,
parastatal and / or co-operative investors."

The Org anisation was beginning its operations at the end of
1981 and offered consultancy, financial, procurement, marketing
and industrial estate services. The organisation was also
established to coordinate the activities of all small and
cottage industries whether operated by private entrepreneurs,
parastatal companies or industrial co-operatives. It receives
support from UNIDO in the form of experts and funds for
industrial feasibility studies.

Village Industry Service (VIS)

VIS was established in 1979 and came into operation in 1980.

It was gset up to stimulate, assist and promote village industry
dovelopment nationally in an organised way. It functions to
coordinate nitiatives, assemble feasibility data, maintain
advisory and information services, locate and exploit new
possibilities, to provide education and training, to assist

with marketing, and to promote wvillage industry through church
and social bodies.
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VIS works through local institutions, providing the speci-
alised imputs to assist applicants with their financial
applications. It has begun to work with projects in a

varied range of small-scale activities but in all cases it
insists that the individuals or groups concerned make a signi-
ficant capital contribution of their own. VIS has planned a
village industry training scheme with UNIDO support.

VIS has a women's co-operative project planned and the outline
of this is presented in section 6.

The Bank of Zambia

The Bank is a central bank and not primarily a lending institu-
tion. It has however played a significant part in the Stan-
ding Committee on Small-Scale Industries which has been
preparing the way for new forms of development finance for
small-scale industries.

The Development Bank of Zambia (DBZ)

DBZ is tlie mair source of finance for industrial and agricui-
tural development and to date has been the only source of
fixed capital loans for industry. Small-scale industry has
not received significant funding from this source however.

Commercial Banks in Zambia

There are three foreign owned commercial banks and one state
owned National Bank. They have been a source of short-term
credit only to date and therefore have not made any signifi-
cant contribution-to industrial development.

Department of Technical and Vocational Training

The department of the Ministry of Education has 14 technical

and vocational schools which offer technical courses and courses
in industrial trades. The industrial sector sponsors about
half of the students but the number of graduates has not been
sufficient to meet the requirements of industry particularly

in accountancy, bookkeeping, business studies and secretarial
fields.

5.3 PFinance for Industry

Financial provisions for industry and for small-scale industry
in particular are not well developed in Zambia.and this clearly
has limited developments in the past. With the new emphasis

on the development of small-scale industry plans for the
improvement of credit arrangements are at an advanced stage of
preparation.

To date, banks have demanded from applicants as per normal
banking practice evidence of coumpetence and of commercial
viability, and security usually equal to twice the value of the
loan regquired. Applicants have not been able to approach one
institution to meet all their financial requirements as

the commercial banks only provided short-term credit and only
the DBZ would provide finance for fixed capital investments
although the minimum it would lend was K25,000.
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With the Third National Development Plan's proposals for small-
scale industry, a Starding Committee on Small-Scale

Industrial Financing was established with representatives from
all financial institutions, the Cabinet Office, multilateral
development organisations and the university. The standing
committee's task was to identify the problems of financing
small-scale industry and to develop solutions. The first
problem idnentified was that the banking acts made no pro~-
vision for lending to small-scale industries and it has now
been recognised that ammendments are required. Other
proposals made by the committee are that banks should play

a more positive developmental role, long- and short-term credit
should be available from one institution, there should be a
lowering of minimum credit limits, there should be a lowering
of demands for security, there should be differential interest
rates for priority areas and industries, there should be
repayment grace pericds, a government credit guarantee scheme
should be established, and supervision and support for
borrowers should be provided by the Small Industries
Development Organisation.

5.4 Support for Industrial Co-operatives

Industrial co-operatives have been identified as having a
general role in smwall-scale industrial development but no
specific provisions have been made for them. ' As small-scale
industries they will fall under the overall supervision of

the Small Industries Development Organisation, and where
appropriate they will be given support by VIS. Present
developments though are not being related to those undertaken
in the past with industrial co-operatives. No industrial
co-operative extension, development, education or support
arrangements have been made to complement the technical services
provided by the various organisations, and the potential for
linkages between existing co-operative institutions and newly
forming industrial development organisations or the industrial
co-operatives they promote have not been explored.

Clearly support from the new organisations, and from VIS in
particular, will make up for some of the .problems.
industrial co-operatives have previously encountered. There
remaius an important role for the co-operative movement

in terms of promotion, organisational support, integration of
the different branches of the movement, and education and
training specifically geared to producers' co-operatives.

If the movement could provide such services, the present
efforts of VIS and other organisations would be more certain
to be successful,

The Zambia Co-operative Federation has expressed its interest
in developing a project along these lines and a draft outline
of this is presented- in the next section.
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6 PROPCSALS FOR THE FUTURE DEVELOPMENT OF INDUSTRIAL
CO-OPERATIVES IN ZAMBIA

6.1 The Conditions for Successful Industrial Co-operative
Develooment

Industrial co-operatives have not had a great success in the
past although a few are in operation. If they are to succeed
in the future they will probably do so only in the context of
a general development programme for manufacturing industry as
many of their problems have derived from the problems of the
way manufacturing industry has operated and the lack of
favourable conditions for the development of the spall-scale
sector. Tndustrial co-operative success will also depend on
adequate funding, member commitment, adequate support facili-
ties and linkages with the rest of the co-operative movement,
and adequate provisions for the business training and co-
operative education of members.

National development policy has long expected the co-operative
movement to play an important role. Encouragement has been
given at various times to production co-operatives in both
agriculture and industry. The Co-~operative Societies Act
defines the developmeut function of co-operatives as

"increasing incomes and employment by a fuller
utilization .of resources, including the . . .
processing of agricultural and natural products,
the development of local industries, and
processing of raw materials.”

Co-operatives are also seen as a means of “"contributing to the
economy an increased measure of democratic control of ecconomic
activity". Difficulties experienced over the years with
producer co-operatives appears to have led to a watering down
of these commitments in recent pians for the industrial sector.

Present development activities aimed at fostering the growth
of small-scale rural industry in Zambia, particularly as the
organisations involved will cater for industrial co-operatives
as well as private enterprises will help to improve the pre-~
vailing conditions for co-operative development, particularly
on the technical side. Assistance will also be available

to help new starts obtain finance, but all schemes expect

the entrepreneur/members to make a substantial financial
contribution at the outset. This means that the schemes will
not help the poorest members of the labourforce whatever their
level of commitment and willingnes to contribute their labour
and reinvest profits. Means to foster member commitment and,
in the first instance, to develop popular awareness of the
potential for industrial co-operatives have not yet been
developed and this may well hold back developments. Links
with the established co-operative movement and with existing
co-operative institutions have not been established to date
by all the organisations now involved in small industry
promotion and finance and this too will not help the develop-
ment of new co-~-operatives. Finally, provisions have not been
made for close and continuing technical support to new
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industrial co-operatives, particularly as none of the agencies
involved have experience with this form of organisation.
Education in co-operation and in business specifically aimed
at industrial co-operatives is also unavailable.

6.2 Project Provosals

Two projects have been drawn up in provisional form which

could help to fill the gaps in present programmes. The first,
proposed for discusssion only at the present stage by V1S,

aims to extend its activities in small-scale rural industrial
development to help rural women obtain employment and industrial
co-operatives have been chosen as the best adapted organisational
form. The secord set of proposals which come from the Zambia
Co-operative Federation are for an experimental project which

in providing extension, support, finance, and training for
industrial co-operatives would complement the services now
being developed by the two principal small-scale industry
promotion organisations. This would be done by providing a
specifically co-operative dimension and by extending oppor-
tunities to the poorer sections of the labourforce. There are
other potential industrial co-operative projects in Zambia

where support is required by established traimng schemes to
develop co-operative employment opportunities for their
trainees. The ZCF is to investigate these further.

6.2.1 Village Women's Co-operatives : Village Indstry Service

Aims and Objectives: As part of its programme of encouraging
the development of new rural industries including co-operatively
run industries, VIS intends to help womens' groups in 52
villages to establish cc-operative industries. The immediate
aim is to provide employment opportunities which are otherwise
nonexistent for women in the rural areas; the project also

aims to further the programme of small-scale and village
industries development now under way in Zambia to promote
employment, diversify thz economy, and develop industries
meeting local needs using local materials.

Scope: The project intends to have national coverage with
52 projects each employing an estimated 10 women.

Project Programme : VIS is already involved in the process

of idmentifying possible business opportunities and will

help the groups concerned to develop small-scale industrial
or manufacturing enterprises which will exploit available
local resources and cater for local demands which are at
present unmet or met only inadequately through high priced
imported goods. VIS will give all necessary assistance to

the co-operatives but expects them to become self-reliant in
the shortest possible time. Once the village groups and
potential business opportunities are identified, VIS intends
to run a training scheme in Lusaka for one member of each
group vovering specifically business management. The trainees
will be equipped to instruct their fellow members on return to
the village. The co-operatives will then be established and
VIS will make it a condition of its support that 10% of total
capital costs - on average K1,500 - come from local
contributions. ‘
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Support Required : VIS will undertake project identification
and development together with the groups conceruned. It will
also undertake to supervise the projects once established.
Assistance is required to meet the costs of training and also
for loan finance for the co-operatives themselves.

Estimated Training Costs 50,000
Estimated Loan Finance 650,000
Total financial assistance K700,000

Executing Organisation : Village Industry Service, PO Box
35500, Lusaka, Zambia

6.2.2 Industrial Co~operative Extension and Support Service
Zambia Co-operative Federation

Aims and Objectives : The project will be a pilct one to lay
the foundations for industrial co-operative development servi-
ces to complement and extend existing small-scale industrial
development services in Zambia. The specific objectives

would be

- to develop extension, promotion and other servrces
for industrial co-operatives;

- to develop the skills of Zambians in the techniques of
industrial co-operative development;

- to provide specialised services for industrial co-
operative organisation %o ensure the managerial and
organisational viability of industrial co-operatives
which penefit from other sources of technical assistance;

- to provide intensive support services to new starts;

- to investigate and assess the feasibility of tusiness
and manufacturing proposals both in economic tarms
and in terms of their viability as industrial
co-operatives;

- to provide education and training for membters;

- to help extend small-scale industrial development
through industrial co-operatives tc the poorer and
less advantaged sections of the populaticn, particularly
by providing small seed capital loans;

- to operate initially on a small scale in selected areas
80 that the benefits of intensive support can be
assured and assessed;

- to identify any impediments in the way of industrial
co-operative developmeat and take steps to remove them; and

- to develop, if the initial results are positive, large
scale services for industrial c¢o-operatives.

Project Programme and Methods : The project would run initially
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for a period of two years with a small professional staff : two
expatriate technical assistants and two Zambian counterparts.
The technical assistance would be for a limited period only to
ensure the development of Zambian skills. The early stages of
the project would bte spent planning the details of the programme
and developing publicity and extension gervices. 3Subsequently
the project would be field orientated in order that intensive
and direct support could be provided to the new co-operatives.
Apart from contributing to the development of new starts, the
project could provide financi..L assistance in the form of seed
capital loans or grants where these would make the difference
between success and failure or would be a means of attracting
further finance from other sources. Zambian professional staff
would in all probability require orientation and training in

the promotion and operation of industrial co-operatives and

this would be an impurtant part of the technical assistants'
brief.

finance and Support Required : The Zambia Co-operative Federa-
tion does not have the means to support this project and all
necessary funds would probably have to be provided by bi- or
multi-lateral doners. A detailed budget has not been drawn
up but would have to allow for

costs of two technical assifants for two years

salaries for two Zambian counterparts including field
allowances;

wages and salaries for three support personnel;

office capital and running costs;

vehicle and transport costs; and

a loaa fund of the order of K300,000 over two years

to provide 50% funding for 400 jobs in 40 co-operatives.

Executing Organisation :. The Zambia Co-operative Federation,
PO Box 33579, Lusaka, Zambia.
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OVERVIEW

There are very few industrial co-overatives in Zimbabwe at
the present time although interest in <hem is growing among
potential memters and they could well make 3 significant
contribution to the implemen*at vun of <She new Government's
policies for economic and social developmen®.

Manufacturing industry in Zimcabwe is relatively well develo-
ped and it plays an important role in the economy. It has
developed however largely in the urban sectors and its full
benefits have not been felt -y the rural population. With
the planned development of the rural economy and of small-
scale industries throughout the country, industrial co-
operatives could play a significant role, not only in terms
of economic growth and employment creation, but also in

terms of further work-place democracy and the more equitable
distribution of income through the whole population.

The co-operative movement is well established and is growing
rapidly, but, to date, there has been no active promotion of
industrial co-operatives either witnin the movement or by the
Government. Developments which have occured have been spon-
taneous and haphazard and new co-operatives have not received
the support which ideally they recuired. No concrete propos-
als have been drawn up for industrizl co-operative development
in Zimbabwe but if current trends continue, such co-operatives
could well play an important role there in the future.




1 INTRCTUCTION

1.1 The Countrv ZRackzround

Zimbabwe “ecame independent on 18th april 71930 after a war
which had made tnc:sands of pecple homeless, severely damaged
much of the economy, and divided the hlack and white popula-
tion, to say nothing of its costs in terms of human life.

The uew Government therefore took as its first priorities

the implementation of its programme c¢f reconciliation,
rehabilitation, resettlement and reconstruction even while

it began to develop its new economic and political policies.

Zimbabwe is a landlocked country of 3%91,00C scquare kilometres
in south-central Africa. It has a relatively well developed
internal communications network of road and rail although
much of the rail network had to be reconstructed after the
war. It has links to the sea by rail via the ports of

Maputo and “eira and via Sout!: African ports dbut all the
routes have some problems. Much of Zimbabwe is suitable

for agriculture and its different regions zllow for divers-
ified farming with cattle, plantations and orchard crops,
through intensive dairy farming and the production of maize,
tobacco and cotton, to semi-extensive farming and ranching in
the more arid regions. Zimbabwe is well endowed with mineral
Aeposits with gold, followed by asbestos and nickel being the
three biggest contributors to mireral export 2zarnings.
Zimbabwe's population in 1979 was zn estimated 7.25 million
of whom 96% were black and 3.3% white. With a relatively
high birth rate, mores than 55% of the population is under 15.
The urban population is 20% of the %otal, and over two-thirds
of this is concentrated in the two towns of Salisbury and
Bulawayo. A significant proportion of yocung men migrate for
work out of the rural areas leaving an unbalanced labour
force there. Many of the rural areas are overcrowded, these
concentrations of population and the consequent pressure on
resources having been caused, in part, by the distributiorn of
the country's land along racial lines.

Zimbabwe is a classic case of a 'dual economvy'. It has, on
the one hand, a fairly advanced and sophisticated 'modern'
commercial and agricultural sector and, on %the other, a rural
subsistence sector which is one of the most underdeveloped in
the world. Investments have long been concentrated in the
'modern’ sector and as a consequence there are huge differen-
tials in labour productivity between i: and the subsistence
sector resulting in gross inequalities in income of the order
of 20:1. Income differentials also exist within the 'modern'
gsector itself where black workers in1979 nad average earnings
of 231,180 while other workers had average earnings of

Z¥11,950.

1.2 National Policies and Programmes

The Government has already taken steps to redress the social
and economic balance in the countrv tut in the long-term it
plans to rely on economic growth and in particular rural

development, combined with a more egalitarian income
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In February 1681, the Government pdutlished Srowth with Equity:
An Economic Policv Statement whicu set ont 1ts policy gZuide-
lines. Zimbabwe 1s to secome 1 soniety ‘ased on socizlist,
egalitarian and democratic principles aand is Lo pursue
policies to ensure rapid economic growth, i1l employment,
price stability, dynamic efficiency in resource allocation and
an equitable distribution of the ensuing Tenefits. Among
the further objectives outlined in 'Growth with Equity' of
relevance here are rural economic development, the training
and mobilisat‘on of human:-resources, and the derocratisation
of the work place ir all sectors of the eccnomy.

1.3 Government Policy on Co-operative Develooment

The Government of Zimbabwe has proclaimed its adherance to
socialist principles and co-operative methods. The precise
formulation of these policies and programmes for their imple-
mentation have yet to be completed but it is clear that the
ambivalent attitude of previous administrations towards the
development of co-operatives to serve the peasant sector will
be replaced by a strongly supportive one. This supportive
attitude has already been demonstrated by the provision of
short-term finance to the agricultural service (marketing and
supply) co-operatives in 1980 and the allocation of consider-
able funds for their infrastuctural development in 1581. The
Government has advocated the establishment of co-operative
enterprigses over a wide range of economic activities and

has made clearits close interest in the formatinn of production
co-operatives, particularly in the agricultural sector.

2  THE CO-OPERATIVE MOVEMENT IN ZIMBABWE

2.1 A Profile of the Co-operative Movement

The co-operative movement in Zimbabwe is predominantly
concentrated in the agricultural sector and for the most

part its activities are the supply of agricultural inputs and
the marketng of produce. Since independence, nowever, the
most rapidly growing sectors of the movement have b%een the
farming production co-operatives followed by industrial and
related co-operatives. Rapid growth has not yet been matched
by high levels of economic activity but, if present trends
continue, co-operative production will soon play a very
dynamic role in the movement.

In 1980 there were 376 registered and operational co-operatives,
of which 13 were secondary or apex societies and the rest
primaries. The majority of the primary co-operatives (91%)

were agricultural and almost all of these agricultural supply
and sale. The second largest category comprised Credit Unions
and Thrift and Loan co-operatives which together made up 6%.
There were four industrial or handicraft co-operatives, two
consumer, two housing, and three miscellaneous co-operatives
also in operation.
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By August 7987, the number O co-operatives had increased by
8%. There was 2 small increase in ni:e number of agricultural
supply and sale co-operatives (+2%), but the number of regis-
tered agricultural production co-operatives increased from 7
to 19, and grew to 25 by December, even thiugh the majority
were not fully operationzl. At the same time, the number
of industrial co-operatives increased to 7 (+75%) and at
least 2 more had been registered by December.

2.2 The Develovment of the Movement

The co-operative movement - basically an agricultural movement
- has historically served the interests of black farmers in
'communal' and small-scale commercial farming areas. At first,
it simply acted as a channel for the purchase of agricultural
produce by the statutory marketing boards. Since 1974,
however, many agricultural co-operatives have also been hand-
ling agricultural inputs and even consumer gvods and so have
developed into multi-purpose rural co-operatives in practice.
With help from the secondary unions, co-operatives have
recently been advanced credit to enable them to make cash
purchases of grains. The overall significance of the movement
in agricultural marketing can te gauged from the fact that in
1980 it handled Zg3.4 million of produce in a year in which
marketed agricultural produce from the peasant farmer sector
was an estimated Zg28.9 million while that for the commercial
farming sector was about ZZ590 million.

While it is clear that the movement was not encouraged to play
a central economic role under the pre-independence adminis-
tration, it has showed a creditable rate of growth in turnover
over the last two decades. Turnover increased from ZZ144,000
in 1960, through 282 million in 1970, to almost Z315 million
in 1980 (see Table 1). Between 1979 and 1980, the value of
produce marketed by the 45,000 strong membership of the
agricultural sector co-operatives increased by 100% to Zg3.4
miilion. Over the same period, trading increased by over 500%
to Zg11.3 million. This was because the agricultural co-
operative unions and tne primary co-operatives played a central
role in the procurement and distribution of inputs under the
UNHCR Rehabilitat‘on Scheme, the Agricultural Finance Corpora-
tion Small Farm Credit Scheme, and the Goverament's Drought
Relief Scheme.

The 12 co-operai:ive unions have been instrumental in the
development of primary agricultural societies in recent years.
Apart from the credit scheme already mentioned, which the
unions arranged with the Agricultural Finance Corporation,

the unions now have 40 local distribution depots and 400
collection depots as well as 12 consumer stores.

The development of industrial and related co-operatives will
be discussed further in section 4.

2.3 The Marketing and Co-operative Services Section

vaernment support for and supervision of co-operatives in
Zimbabwe is undertaken by the Marketing and Co-operative
Services Section of the Ministry of Lands, Resettlement and




Table 17 The Nevelopment of the Co-operative Movement, Zimbabwe

Number 1in

Type Year Operation Memtership Capital  Turnover
Agricultural 1960 21 1 830 8 430 143 974
Supply and
Marketing 197G 283 22 397 143 066 2 Q00 720
1980 321 44 863 316 852 14 744 101
Credit 1960 NA NA NA NA
Unions
1970 14 1 861 920 NA
1980 18 2 023 1 534 48 420
Oiher 1960 2 483 21 050 NA
Co-operatives
1970 4 193 80 546 NA
1980 13 4 332 132 747 NA

Source : Report of the Director of Marketing and Co-operative
Services, 1980.
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Rural Development (rormerly tne Ministry of Agriculture). The
Section has a very small headgquarrters staff with two sub-

sections, Development and Technical, each with its own

Assistant Director. It has field offices in each of Zimbabwe's

eight provinces unaertaking servicing and extension functions.

At the present time, the section does not rave its full

complement of staff and it is felt that to provide an accept- .
able level of extension services to the expanding co-operative
movement, it requires substantial allocations of finance and

skilled staff.

It has been proposed that the present Section become a
Department of the Ministry and that it comsist of four new
sections: -

1 Field to service agricultural carketing and supply co-
operatives and agricultural collectives, and to develop
infrastructure;

2 Planning and Research to undertake these functions
along with education, training and promotion;

3 Savings and Credit to deal with credif unions, other
co-operative financial institutions, and non-agricui-
+ural (including industrial) co-operatives: and

4 Technical to deal with registration, inspection and
audit, and other legal and financial matters.

The present priorities of the Section are its own reorganisa-
tion so that it can cope effectively with increased demand

and changing policies, the development of concrete programmes
to implement national policy on co-operation, and the continu-
ation of its work with the very important agricultural sector
of the movement.

3 THE ECONOMY AND THE DEVELOPMENT OF MANUFACTURING INDUSTRY

3.1 The Economy and Emplovment

Z2imbabwe's economy has grown and changed stucturally over the
last 15 years but its developrent has been affected significan-~
tly by sanctions and by the war.

Over the period 1965-79, GDP in current prices grew by 17.1%
per annum on average and in constant prices by 4.1% per annum.
Between 1965 and 1974, growth in constant prices was as high
as 8.4% per annum but after that it fell to 2.1% per annum.
In 1980 a real growth of between 4 and 6% was expected.
Constant GDP per capita increased during 1965-74 but then fell
back until, in 1979, it was at almost exactly the same level
as in 1965. Per capita income in curvent prices in 1979 was
an estimated Zg365. Foreign trade in 1964/65 was equivalent
to more than 70% of GDP but by 1979 it had fallern to S50% and
deteriorating terms of trade meant that the country had to
export more than twice the volume of goods to buy the same
amount of imported goods as it nad in "265.

growth %n the decade 4965-75‘was largelv concentrated in the
modern' sector and particularly in mantacturing industry.




To save foreign exchange, the trend towards import substit-
ut‘on and processed exports was accelerated. In the same
period agriculture almost doubled its output. The decline
after 1975 was due to a combination of circumstances: the
tightening of sanctions, the escalaticn of tue war, and
severe shortages of foreign exchange. Replacement of
capital equipment was kept to 2 Dinimum and independent
Zimbabwe inherited a stock of over-aged, largely worn out
and often obselete capital stock.

The war had a serious negative impact on the rural areas. In
the agricultural sector over 1 million cattle died and much of
the physical infrastructure was destroyed. The social infra-
structure was damaged too and this had knock on effects for
the rural economy.

The structure of the economy has changed significantly over
the last 25 years and this is reflected in the composition of
GDP. In 1954, the agricultural sector accounted for 29% of
GDP, manufacturing for 15% and mining for 9%. By 1965, the
proportions had changed so that agriculture accounted for
21%, manufacturing for 19% and .sining for 7%. By 1975,
agriculture's and mining's shares had remained steady at 21%
and 7% respectively, but that of manufacturing had grown to
24%. In 1979, a gross breakdown of GDP was: agriculture 12%,
mining 8%, manufacturing 30% and services including military
spending 50%.

About one third of the economically active population are in
'modern’' sector employment. Employment in this sector grew
faster than did the populatiorn between 1965 and 1975 but

with the general downturn after this time it fell back even
while- population continued to grow. Even in a longer term
perspective, employment has not kept pace with economic.
growth. For example, while between 1954 and 1975 manufacturing
industry's output grew at an annual rate of 8.9% per annum in
real terms, employment in this same sector grew by only 2.8%
per annum. The breakdown of employment in the 'modern' sector
in 1979 was agriculture 34%, mining 6% manufacturing 19% and
services 41%.

‘Despite high and increasing levels of un- and under-employment,
Zimbabwe suffers from a shortage of skilled labour. The
Government plans to establish training programmes and to
increase skills as well as to evpand employment opportunities
through the development and use of labour intensive technology.
The new Government's policy on labour and unemployment iden-
tifies two areas where it intends to act. Firstly it will
pursue its rural development programme and, secondly, it will
identify ways in which it can act to increase employment
opportunities in the informal sector where it feels the
greatest potential for job creation exists.

3.2 The Manufacturing Sector

Manufacturing industry has been the most rapidly growing sector
in Zimbabwe's economy in terms of output for many years. Its
development has however been limited by the small domestic
market in which very wide income differentials exist, even




though i% nas been able to export in “he past to less indus-
trialised neighbours. Industries have not developed signifi-
cant economies of scale on the whole : less than 9% of all
inudstrial uni:ts have more than 500 employees while over half
have less thaa 50.

Manufacturing industry has developed which is based on local
raw materials and it has benefitted from the well developed
transport system. It is however predominantly foreign owned
with 69% foreign and only 31% local capital.

Metal and metal based industries accounted for 22% of the
manufacturing sector's output in 1971 - having increased from
16% in 1964 when food and beverages were the most 1lmportant
sub-gector. In 1974, capital and intermediate goods accoun-
ted for 67% of total sector output, with engineering playing
an important role, while consumer goods manufacturing included
food and beverages, clothing, furniture, consumer durables,
and pharmaceuticals. Engineering and consumer goods manu-
facture is particularly dependent on local materials, even
though machine inputs are generally imported, while the
chemical industry relies on imported raw materials.

Sanctions, as mentioned, led to a significant increase in
marufacturing outputy they also resulted in a great diversi-
fication in products produced increasing the country's self-
sufficiency in manufactured goods.

The distribution of manufacturing industry through the country
has been influenced by the location of raw materials - so that
much basic and processing industry is situated near sources of
supply - and-the location of markets - so that consumer goods
manufacture is located near the urban centres. The developed
transport system has offset these.effects somewhat and since
1963, growth .as been more rapid cutside the main urban
locations. In the two principal towns of Salisbury and Bulawayo
are to be found enterprises which account for 73% of net output
and 74% of mamifacturing employment, proportions which follow
~losely the distribution of the urban population.

The new Government has proposed to develop economic policies
which will lead to the further expansion of the manufacturing
sector, concentrating on export promotion and import substi-
tution. It also plans the geographical decentralisation of
industry and its development in rural areas; part of fhis
strategy will be to develop further the linkagzes betwe~n
existing manufacturing industry, peasant agriculture, and
small-scale industries.

The development of small-scale industry and the increased use
of labour intensive technologies will not necessarily lead to
a decline in productivity. In the past, net output per
employee in manufacturing iandustry employing less than 10
people was equal to the average for all manufacturing industry;
output in firms employing between 11 and 20 was 93% of the
average, and in firms employing 21-50 it was $2%.

Consumer industries are the most likely %o develop in
Zimbabwe as capital goods industries rely generally on




economies of scale unattainable in the limicea market avail-
able. In sectors such as footwear and clothing, the tecino-
logy employed is largely scale neutral and therefore small
enterprises situated close to theilr final market should bYe
viable. Other industries too, such as building materials and
agricultural implement spares, could locate near rural consu-
mers. Small scale rural industries could increzse the linkages
between the agricultural and the ndustrial sectors.

Several programmes and organisations exist, or are planned,
to promote industrial development. One of the Government's
proposals is to develop Urban Growth Points outside the main
centres. The Ministry of Industry and Energy Development is
to undertake a 2% year project with UNIDO for Small-Scale
Rural Based Industries Support Services. There is also
support for new developments available from the Zimbabwe
Industry Advisory Services and the Institute of Business
Management.

There are no specific provisions at present for industrial
co-operatives however and this is a pity. Given the existing
manufacturing base, the Government's commitment to small -
scale rural based labour intensive industry utilizing local
materials and serving local markets, combined with the commit-
ment to equitable distribution of the benefits and democracy
in the work place, industrial co-operatives would seem to-be
the most advantageous choice of enterprise structure.

4 INDUSTRIAL CO-OPERATIVES

4,1 C€Co-9p2rative Industry ir Zimbabwe

Industrial and related co-operatives are underdeveloped and
do not have a long tradition in Zimbtabwe. There are about 9
in the country - over half of which were first registered in
1981. Activities of the industrial co-operatives include
textiles and clothing (2), crafts and home industries (2),
printing (1), metal (1), and building (1). Some of the co-
operatives are full joint production industrial co-operatives
though probably the majority exist for joint supply and
marketing.

Industrial co-operatives have not been promoted by the autho-
rities. Once they are registered they have official audits
and some have received some advice and assistance, although
there has been no coordinated programme of specialised
support.

The co-operatives fall into two distinct categories as regards
their origins. Some -~ usually the earlier ones - have come
into existence as the result of the promotional work of
independent organisations. Of these, only some have become
fully indpendent as regards ownership and control. The others
- usually those most recently registered - have been formed on
the spontaneous collective initiative of their members. Most
of these are so recent that it is difficult to gauge their
potential. What can be said is that for the industrial
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co-operatives where figures are zva.lable, many are severely
undercapitalicsed.

As noted above, there nhas been a substantial growth in the
number of production co-operatives in Zimbatwe since indepen-
deuce. Up to the present there has been no active promotional
campain and no coordinated support services. However, recent
developments suggest that there is a widespread interest

in co-operative production in industry, manifesting itself

in certain spontanecus initiatives, which could, with
encouragement and support, form the basis of a new industriai
co-operative sector. The rate of growth since independence
also suggests that whether or not the Government of Zimbabwe
is able to undertake an active promotion and support campain,
demands for assistance from the authorities are likely to
increase.

Little statistical or descriptive material on industrial and
related co-operatives is available in Zimbabwe so rather than
try to draw further general conclusions here, three case
studies are presented in order to illustrate the potential
and problems of the small industrial co-operative sector in
the country.

4.2 Industrial Co-operatives : Three Case Studies

4.2.1 Canon Paterson Craft Centre Co-operative Society

The sculptors who formed this co-operative were originally
brought together on the initiative of Canon Paterson - after
whom the co-operative is named - in 1975 in order to benefit
as individual artists from economies of scale in the market..
When Canon Paterson died, the co-operative was formally
registered with 37 members and the number grew steadily until
it stood at 127 in 1981.

The members are sculptors in soapstone and wood, practicing

a traditional craft znd producing both traditional and mcdern
designs. While all members produce individually, they under-
take collectively, through the co-operative, to bulk buy raw
materials on credit, to rent premises ir which up to about

40 people can work at any one time, to run two shops in
Salisbury, and to organise bulk marketing and exhibitions.
Members purchase stone individually as they need it in small
quantities from the co-operative and can place their products
in the co-operative shops to be sold on a commission basis.
The co-operative now employs three staff to manage its affairs
although all the sculptor-members are self-employed.

Apart from sales through its shops, the co-operative has
received bulk orders from, and has held exhibitions in Europe
and South Africa. Bulk orders are however intermittent and
exhibitions difficult to arrange without the kind of external
assistance which was provided in 1981 for the first time by

the Government. A heavy and at the same time fragile product
adds to the marketing difficulties. Apart from its shops, the
co-operative has not been able to develop its marketing
systematically, and members’' production and t!:eir sales through
the co-operative are well below capacity.




The members work individually eicher in the co-operative or
elsewhere and sell through the co-operative and on their own
when they can. Significant differentials in earnings exist
among imemzers, and some sculptors nave even found i1t necessary
to take employment - as sculptors - in South Africa 1n order
to make a living.

The co-overative itself is financially sound with steadily,

if slowly, increasing sales each year - Zg27,000 in 1980 -

and a real growth in assets. Its income comes from a small
montkly subscription from members and from sales of stone and
finished carvings. Its capital base is partly members' share
capital - Zg142 - but largely reserves created out of retained
profits.

Since the death of its sponsor, the co-operative has been
self-managed wWith an elected committee and a qualified book-
keeper. The Marketing and Co-operative Services Section
audits the accounts and this is necessary as they are not
well understood by all the members.

The Craft Centre Co-operative provides valuable services to

its members and makes a positive contribution to employment
locally. Because of its marketing problems it does not operate
at a level though which is necessary to provide them all with
an adequate level of ircome. As a well established craft
supply and sale co-operative, it could be taken as a

model for the development of similar ventures by other crafts-—
people in the country, ideally where production is for local
markets and not highly dependent on the tourist trade.

4.,2.2 Zimbabwe Welding and Metal Work Producers Co-operative

The Metal Work co-operative is still in its infancy but perhaps
illustrates well the potential for industrial co-operatives

in post independence Zimbabwe. During the independence war,

a number of relatively skilled independent metal workers and
panel beaters came together to overcome the difficulties they
had obtaining metal supplies - particularly in small quantities.
After the war, they were advised that government help would be
more readily forthcoming to a group than to individuals and so
they registered the cc-operative with 10 members.

The members hoped that as a co-operative they could develop
bulk-buying, obtain larger contracts, and open a factory
ecuipped with finishing equipment. In their few months of
operation, they have managed to develop the bulk buying and
have put a deposit on a municipally owned factory, but in
other respects - particularly regarding production and
marketing - they have not et made any progress.

The members work in three separate loeations - two in one,

three in another, 2nd five in another. They continue to work

as individuals or as partners and have employees and appren-
tices who are not members oI the co-operative. They undertake
small jobs, including the manufacture of window and door frames,
panel beating and welding, and sell from the front of their
workshops finding their customers by word of mouth.




Membersnip is open to the employees and apprentices but as

the co-operative insists on IZg25" snzre capital %o be paid on
joining, these people are effectively Tarred. The share capi-
tal has been put to good use Zc purchase large quantities of
materials which are then re-scld to members at normal small
quantity prices. The profit so far nas been retained and the
funds are earmarked for the purchase of equipment for the new
factory.

The co-operative is entirely run by its members and has
received no help from outside except for the services of a
lawyer to whom normal commercial fees have been paid. It
has approached a bank for loan finance but this was refused
on the grounds that the co-operative could not offer any
security. Saving at itspresent rate, however, the co-opera-
tive should soon te in a positicn to equip its new factory
and members plan then to begin joint production rather thas
continue to organise work as self-employed individuals.

The development of the Metal Work co-operative over a very
short period illustrates the advantages and potential of
co-operative organisation in manufacturing industry and
indicates the demand that is likely to grow in Zimbabwe for
support services for developments in the sector. Finance

and above all assistance and technical support on the organisa-
tion of joint-production in industrial co-operatives are
clearly necessary if popular initiatives of this kind are to
flourish. .

4.2.3 Harare Weaving Centre Co-operative Society

Harare Weaving co-operative must be the longest running
production co-operative in Zimbabwe. There is a ready market
for its products but it operates at a very low level largely
due to organisational problems.

The co-operative emerged in 1967 out of a women's group. A
training centre was established with the aim of equipping
women with skills which would enable them to go on to paid
employment, either within the group or on an individual basis.
As a training scheme the co-operative has had some success,
for many ex-trainees have vecome successful independent
business women. As a co-operative organised for joint pro-
duction by its employee-members, it has largely failed with

a turnover of only Zg5,000 in 1980.

The co-operative combines training with manufacture, and
undertakes spinning, weaving, carpet making, dressmaking, and
other related activities. It was formally conztituted as a
co-operative in 1975 and has 37 members now, although only a
small number are employved.

Throughout its history, the co-operative has pperated under
the sponsorship of a support organisation, of which several
have been involved over the years. The co-operative has
almost always been dependent on the support organisation
for finance - member share capital is only ZZ37, for
premises, equipment, and for training. At most times too,
it has been dependent on the support organisation for
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management, entreprereursiip, and innovation, although there
have heen “rief periods of self-management.

The members did not make a positive decision %o form a co-
operative but rather had tinis thrust upon them. They had not
had any prior business training or co-operative education and
many had little understanding of the principles of co-opera-
tion or the formal organisation of a co-operative even after
many years of membership.

Relations between the support organisations and the elected
co-operative committee have generally been unclear with the
former overshadowing the latter and perpetuating its dependency.
The distinction between supportive advice and control has

not been drawn and elected committees have complained of
responsibility without authority. The position would not

have been so bad had the support organisations kept proper
financial records but this was not always the case.

In 1981, under the latest support organisation, only a few
members work. One of these is on a salary, the others on
piece-rates, and they work alongside trainees and sometimes
even employees engaged by the support organisation itself.
The support organisation is providing the working capital,
it is taking all the initiatives, and the level of member
participation is very low. Divisions among members now run
deep, between those who are willing to work for the support
organisation or who cannot do without the regular income and
those who do not want to work there.

Even though financial assistance has been arranged with an
international charity and a few people are receiving some
training or are in employment, the future of the co-operative
is very uncertain.

The lessons to be drawn from this case are that co-operatives
need adequate finance to lift them above the hand to mouth
level and to give them some independence, their members need
business and co-operative education and must have a degree of
commitment to the co-operative, and support organisations must
work in such a way as to combine necessary assistance with the
development of self-reliance among members.

5 SUMMARY AND CONCLUSIONS

5.1 The Present Position of Industrial Co-operatives

At the present time there are only a few industrial co-
operatives in the country and the industrial and production
sectors of the co-operative movement are relatively new and
underdeveloped There are however strong indicatious of a
growing nopular interest in production co-operatives of all
kinds and there have been a number of spontaneous developments.

There is nc coordinated programme of industrial co-operative
promotion nor are there any extension or education services
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available. The existing organi"ations with a potential interest in

indusirial co-operatives do aot have the rescurces or the experience to

develop such a programme on their own at the present moment. The Marketing

and Co-operative Services Section located in the Ministry of Land, Resettlement
and Rural Development, is hard pressed to work with new and existing co-operatives
in the agricultural sector wiich has always been its primary concerm. Other
organizations - the Ministry of Industry and Energy Development and the
independent Zimbabwe Industry Advisory Service and the Institute of Business
Management have not to date developed a service for industrial co—operatives.
Given the lack of interest under previous administrations in this form of
development and the consequent lack of experience with industrial co-operatives
in Zimbabwe, no specialist support is available. Support from inexperienced
support organizations has not always proved snccessful.

The industrial co-operatives and related co-operatives which do exist are
all in low capital, labour intensive sectors of industry, ZEven in these
sectors however, members find it difficult to raise the finance necessary to
launch their ventures and existing sources of credit do not cater for them.
Co~operative members are or the whole inexperienced in managing small firms
above the self-employed level, and one has:had previous experience in the
sometimes difficult area of organizing joint production co-operatives.

5.2 The Potential for Industrial Co—operatives in Zimbabwe

There is a great potential for the development of industrial co-operatives

at the present. Zimbabwe has an existing mamufacturing base and a partially
developed market for industrial goods. It has a strong and rapidly growing
co-operative movement with a long tradition of serving the interests of the
poorer sections of the population. At the same time there are indicatioms

that there has been a growing popular interest in production co-operatives
since the country's independence and a growth in the sector even without strong
inducements or official promotion and encouragement.

The developments which appear to be underway are in line with the new
Government's policy proposals. The Goverrment is interested in the development
of small-scale, labour intensive, rural industries; it is also committed to
democracy in the workplace and the equitable distribution of economic benefits.
It is not surprising that it has indicated its interest in production
co-operatives in all sectors of the economy. Industrial co-operatives would
appear to offer the Coverrment a means of implementing its economic policy
proposals for mamufacturing industry and to provide a form of organization which
would achieve the associated social developments it wishes fo encourage.

For many small-scale artisans and craft workers, industrial co-operatives of

the supply and sale variety could be established relatively easily. Thers are
existing models in the country which could be followed, and the economic benefits
which would accrue to individual producers from co—operatlve bulk purchasing

and marketing have already been demonstrated.

Joint production co-operatives would be the better form for small-scale
industrial development but, given the lack of experience and the attention
which has to be given to this special form of industrial organization, large-
scale developments of this kind will probably not occur without a co-ordinated
programme of support.
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Yo industrial co-operative vrojects have bYeen planned in Zimbabwe and no
financial provisions have been made for any such project to te implemented.
Current trends suggest that demand for support from industrial co-operatives
and people wishing to form them is likely to grow. In view of this the
following guidelines for a future programme have been prepared.

An industrial co-cperative develcpment programme would have to:

Provide for the education and training of members in such areas

as business management, the theory and practice of co-operation,

and the particular complexities of co-operative joint production;

the programme should also be able to give members access to techmical
training where required:

Develop Technical and Support Services to assist in the preparation
of feasibility studies, to zdvise on organizational problems as

they arise, and to ensure the efficient yet democratic operation of
the co—operatives formed; the services would have tc be developed so
as to provide zll necessary assistance while ensuring the steady
development of members towards full self-management and self-reliance;

Provide access to appropriate sources of finance which would ensure
simultaneously that new and existing co-operatives were adequately
funded while ensuring the security and proper use of s~arce capital;
and

}

Develop an extension and publicity service in order to introduce
the widest possible audience to the benefits of industrial co-operation.

In its early stages tbe programme would:-

~ Zxplore and investigate the potential for industrial co-operatives,
to examine mamufacturing and commercial opportunities which best lend
themselves to industrial co—-operative development in both organizational
and economic terms, and to investigate the full extent of interest
in and commitment to industrial co-operation among potential members;
such an exploratory stage would be necessary given the underdeveloped
position of the industrial co-operative sector and the general lack of
pre-programme studies;

~ Examine and prepare for the aprropriate involvement of voluntary agencies;
such agencies have made some contribution to industrial co-operative
development already n Zimbabwe and while recognizing that in some other
countries voluntary agencies have proved very successful their
appropriateness in the Zimbabwe context would have to be carefully
considered;

~ Make a2 study of existing co—operative law as well as company and
commercial law to ensure that there is an adequate legal framework
for joint-production co-operatives and, if necessary, to recommend
amendmments and to draft by-laws for use by individual co-operatives,

The programme would have to be organized so that there was:-
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- Full irnvolvement of all irnterested Ministries and departments,
in particular the Ministries of Industry and Znergy Development,
of Manpower Planning and Develomment, of Youth Sport and
Recreation, of Sducation and Culture, and of course the Marketing
. and Co-operative Services Section of the Ministry of Lands,
Resetilement and Rural Development; broad involvement would be
necessary to ensure effective co-oxdination with relaied projects

and also to ensure the resources of all possible Ministries were
available to the developing sector;

- Use of expatriate technical assistance only to the extent that
expertise was not already available in Zimbabwe, and for the
minimum time necessary to establish the programme; and

—~ BEmghasis on the orientation and iraining of Zimbabwean staff to
ensure the programme's contimation and development.

An initial programme duration of 3} years should be sufficient to discover
whether or not it would prove effective. Technical assistance might be
considered necessary for the early exploratory and training siages and for
initial implementation but could probably be dispensed with after two years.
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