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I  :T T H 0 ~ U ~ r  I  0 li

In view o f the importance o f  industria l co-operatives and the s ign ifican ce  
o f co-operation between developing and developed countries, as well as among 
developing countries themselves in  the sharing o f  experience in the co-operative 
forms o f  industria l production 07/- those who have alread"'- acquired -h is  knowledge,
UNIDO, in close  co-operation with ICA, ICA Regional O ffice  in  Tar.rani? and the 
Tanzanian authorities, has decided to convene the Conference on the Economic and 
Social Potential o f  Industrial Co-operatives in  Developing Countries. The Conference 
which w ill take place in Arusha, Tanzania, from 15 to 9 February "932, is  held 
fo r  representatives from Tanzania and from other developing countries, namely 
Botswana, Ethiopia, India, Kenva, N igeria, Peru, Zambia and Zimbabwe, who are 
concerned with industria l co-operative development.

The main ob jectives  o f  th is  Conference are:

-  to disseminate to the participating developing countries, the findings and 
recommendations o f  a 2^ year Research Study on the Economic and S ocia l 
Potential o f  Industrial Co-operatives in  Developing Countries, which was 
recently  concluded by ICA with support from the United Nations and the 
B ritish  Overseas Development Authority. The Research too'.: tha form o f  caat 
studies in  India, Peru and Senegal, which set cut the key factors  which make 
fo r  the successfu l operation o f  industria l co-operatives:

-  to in it ia te  a dialogue on the study by testin g  i t s  findings against the 
experiences o f  the representatives o f  the participating  countries:

-  to enable the representatives from the participating developing countries to 
present a general picture o f  the co-operative movement and the conditions 
prevailing in th eir  respective countries fo r  the establishment and development 
o f  industria l co-operatives. Country papers have been prepared accordingly by 
the representatives o f  Peru and India, by a Tanzanian Senior O ffice r , and by 
the co-authors o f  the above-mentioned ICA Study, Professor P. Abell and
Dr. N. Mahoney, who v is ite d  respectively , as UNIDO consultants, Ethiopia, Kenya, 
N igeria, as well as Botswana, Zambia and Zimbabwe;

-  to give the representatives from the participating  developing country an 
opportunity fo r  promoting industria l co-operative p ro jects  for  th e ir  eventual 
undertaking through international co-operation. According to the above-mentioned 
country papers, p roject ideas have been id en tified  in Botswana, Ethiopia,
Kenya, Nigeria and Zambia.

It  is  hoped that the dialogue in itia ted  during the Arusha Conference w ill  lead 
to a greater co-operation between industrial co-operatives from industria lized  and 
developing countries, and among the developing countries themselves, with the possib le  
assistance o f  UNIDO, ICA and the co-operative organizations represented in Arusha.
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1
UNITED REPUBLIC OP TANZANIA

1. INTRODUCTION:
1.1 Tanzania is  a country Comitted to pursuing the 

ideology of Socialism and s e lf  reliance. Land narks and 
concerted e fforts  to attain this end were charted out in  the 
Arusha Declaration in 1967. I t  is  fron this year that the 
Government took control and quid once of a l l  the commanding 
heights of the economy. In as far as the Industrial sector 
is  concerned, i t  i s  very clear that large industries fc r  
exports ore .established and ran by national parastatal 
organization either singly or under management agreements 
with foreign collaborations. Industries of this magnitude 
are very few and by their nature the Country can only afford 
to establish them in  each of prescribed six Industrial zones.

So in the large Industrial sector, ownership is  mostly public.

1.2 The second category of Industries is  the medium scale 

sector in which ownership could be a Public corporation, a 
collaboration between a public corporation and an Individual 
entreprenuer, cooperative or partnership groups and individuals 
singiy . The medium scale sector caters for regional and 

d is tr ic t  demand. Such Industries can be established anywhere 
in the regions and d is tr ic ts ,

1.3 The third catagory is  the small scale sector in which 
individual entrepreneurs play a very substantial ro le . These 

can be found everywhere in  towns and v illa g es . They cater for 
demands surrounding then. They could be factory type of 
organizations or non-factory ones. They include modern 
snail industries, arts and cra fts .

• • • • • •<-/ « ? •  • •
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X» 4 In e l l  these thTee cata/rories n f  industries 

ownership determines the investment pattern. ?or example, 
the f i r s t  category which is  purely public. The Government 
invests through a public corporation or invites participation. 
The second category, once again the State invests through 

Public corporation like  Regional or D istrict Development 
Coporations or investment could be public in participation with 
private. Private Investment is  quite substantial in the 

medium and small scale sectors. The small scale sector is  
dominated by individual entrepreneur although a sh ift  is  slowly 
becoming ocular. As a nation committed to building socialism, 
Tanzania does not budget funds fo r  grants or subsidies to 

individual ventures. Public money is  invested through 
parastatal organizations. However realising the tremendous 
gap between demand and supply and also the individual resources 
base, individual entrepreneur are encouraged to establish 
industries using their own resources and u t i l iz ing 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 fie ld  of Co-operative 

Movement. However the known forms of Cooperatives were mainly 
either marketing consumer or service oriented Co-operative*», 
The f i r s t  marketing soceties were registered before 1933.

The major reasons for their formation was to enable peasants 
to market their produce which was previously being handled by 
unscrupulous midellemen.Having banned the middlemen in crop 
marketing the Government undertook to work out measures and 

guidelines aimed at strengthening the cooperative socie ties  and 
instituting control measures fo r  proper direction of 

cooperatives in. general. Theseguidelines were later
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act of 1963 which replaced the 1932 ordinance (Cap.211).
Che 1968 act mainly pronorc-s single purpose socie ties . I t  is  
now being amended to natch with recent developments in

cooperative^

2.1 Thus tv 1961 at the tine of Independence there were 
691 prinary marketing societies  and 38 union and at the tine of 

IpUsha Declaration 1967 the nanter had risen to 1,311 prinary 
societies and 33 unions, -it the Tine of their dissolution 
in 1975 there were about 2,000 prinary societies  and 21 unions 
which by then were handling; produce worth nore than 800 n i l l  
T. Shs.

3. INDUSTRIAL PRODUCER COOPERATIVE (IPS)

There i s  no record about the existence or registration  
of an industrial Co-operative before 1955 i t  is  now that the 

Government is  thirling: very seriously of establishing producer 
Co-operative societies alongside and in line with other fores 
of Co-operative in  Tanzania.

3.1 A recent survey conducted by snail industries Development 

organization (SIDO) in  collanoration with UNIDO shows the 
present situation of industrial Cooperative in Tanzania 
as fo llow s: -

-  That Tanzania has nore industrial cooperative than any 
country in Africa.. There are about 171 industrial 
Cooperative in  a l l .

-  That the number of people/worker Cooperative in there 
societies stands at 6,000 at present with a potential 
of increasing tremendously following the Governments1 
decision to reinstate cooper .tive unions. Considering 
the seasonal nature of peasant agriculture they are 
looked upon as viable alternative süpplinent of a

. . . . . . 4 / . . . .



p ament nn vare> Agriculture. The Local human 
resource to employed in  such venvores would have 
been either id le  or underemployed for a good period 

of the year.

-  The Industrial cooperative mohD.es financia l resources 
that would have been used otherwise in  forms of non 
productive business. Although there is  s t i l l  a generally 

low level of c -p ita l intensivencss and serious under -
è

capitalization  in most industrial cooperative, s t i l l  the 
to ta l current annual turnewear of 140 active soc ie ties  
estimated at 52 m illion  T. Shs. or potentially 110 m ill 

T. Shs i f  a l l  were working at fu l l  capacities.

-  That by their nature industrial cooperative mobilise
and u tilise  a lo t  of otherwise id le  natural resources.

The known kind o f cooperative in th is line are
/ «

Tailoring carpentry, metal working, building and 
* •

construction, mining and quarrying, soap and shoe 
• / /

making, bakery, tie  and dye, handloon weaving and 

printing.

Other salient features of industrial cooperative in  

Tanzania ore

-  Those which were established by in itia tiv e  of founder
members are the majority ie 71# of a l l  industrial 
cooperative and they stand a better chance of prospering 
anrl surviving, than those which were established by 
outsiders like- lo ca l Government, Party O ffic ia ls  or 

a ff i l ia te s , Ujanaa and Cooperative Department and SIDO,

-  Industrial Cooperative started out of funds contributed.

by founder members dc better and prosper than those
/

which arc given grants, or soft loans from inception.

• !•••>/ • • • •



4 .  role : ?  the GOTrirfEiTT in  e s t u il i  thiitg .u  

FROKCHDG IITDUSTRIU. gocrzi-^TivES :

In principle cooperative societies ore essentially mam oar 
organizations run end managed by their members. However 
because of their significant role they have in the developnerr 

of the nation, the government has reserved tc i t s e l f  certain 
powers with respect to cooperative a ffa irs  which are under the
coonerati ve Development!. Department in  the Prime Ministers
Office^.
These are : -

-  F orm iti on of cooperative developnent policies1.

-  Registration, liquidation and cancellation of cooperative 

soc ie ties .
-  Supervision of cooperative societies through approving 

their developnent estimates guaranteeing contracts 
entered into societies ^actioning, u tiliza tion  of surplus.

-  Inseption of enquiries into cooperative affa irs ect.
The departments-4 role is  therefore o ffer  advice,

guidance management and teciinical know how, and seek financia l 
assitance to cooperative societies  as well as to administer 
the cooperative law. I t  also promotes cooperative apex 
organization ie  The union of cooperative societies in  ordar
to enable i t  to take over the cooperative education training

/

inspection, printing and insurance consultancy services sc much 

needed, by movement.

5. ROLE OF SMALL INDUSTRIES ORG-dUZlTIOK :

The organization was established in  lrcv. 1973 'by an 
act of parliament to promote and provide services to small 
industrial enterprises including industrial cooperative. I t  
operates under the Ministry of Industries. SIDO is  responsible 
for planning, cordinating, promoting and offering

. . . 6 / . « • « •



o

technical assistance re siali- scale industric-s. Such %
assistance ir.elude : —

-  Preparation of industrial guides on various snail 
industries for the benefits of potential entrepreneurs 

and ether prenotion agencies.
-  Offering direct or indirect technical knew hew in the 

use maintenance, insta lla tion , replacement o f machine^, 

design, source of raw n 'te r io ls , spares e tc ,
-  establishment of industrial estates which provides bu ilt 

in  factory sheds at reasonable rent as well infrastructure 
o f roads, water e le ctr ic  connection and other connon 
fa c i l i t ie s .  These estates are neant to become centres 

fo r  both enployees in  then and outsiders.

-  establishment of model projects in  various fie ld s  eg 
open pan sugar processing» oeaent and o i l  extraction 

in  order to deaostrate the eiEiciency of production 

process.
-  Conduction training in  various industrial fie ld s  including 

sheet natel work, woodwork, blasksnithy banboocraft 

and handloon in  it s  own working and training centres.
Cn the job training is  also offered

-  Provision o f marketing information and research.

-Supplying machines and equipment on hire purchase basis. 

whenever possible.

6. PROBEEMS FACES ST INDUSTRIAI COOPERATIVE:
The present industrial cooperative societies  are based on 

cooperative law which is  essentially suited to service cooperative 
such as these of marketing as opposed to production a ctiv it ie s  
for  example there is  an fiqphasis a substantial minimum number 
of members .before registration  of a cooperative takes place.

In a production situation the nore the better does not hold true

• • • • # • • •  1/ • • • •



j_~. every ease, a machine c-annct be operated by more persons 
than i t  //as icsi.jne-d fo r . . aorvunarely this law is  under 
review together with establinent of institutional frenewerk fern 

cooperative movement in Tanzania.

according to the survey on industrial cooperatives 
ccnpleted by UNIDO read SIDO basic problems affecting the snoot? 
development of industrial cooperative are based on production, 
supplies* financial, marketing, ana training.

Eroducticn: 4-096 of the 125 societies quoted this as a
lim iting fa ctor . The problems are inadequate tools or naohines 
unserviceable or absolute nachineB and inadequate factory 
space.

Supplies: Raw materials shortage are s t i l l  considered to

be the najor cause of U niting output and 61 of the 125 
societies visited  confirmed th is . Although non-availability

i

of raw nateri?-ls is  a national problen, nany societies 

consider that when they dc becone available their d istribution  

is  unfair.-
Insu fficient funds to purchase raw materials when available 

is  not only due to ^neral shortage of working capital but also 

due to the unrealistic leve l of aininun quantities set by the 
supplying organizations. I f  industrial development is  to be 
encouraged may becone necessary to subsidise the cost of 
supplying industries remote fron the main industrial centres.

Marketing: inability  to secure contracts is  the major
marketing prohlem and a ll the dormant societies v is ited  
indicated this as the rca.son for their inactiv ity  meaning 
that 50 out of 171 actual or potentially active societies 
ie  2996 could have this problem. The problem
quoted of inability  to produce or market prices and competition 
from state organizations are more related to 1he high cost of 
raw materials purchesed in snail quantities duo to lack o f

8/



•■working capital. Lite payment by customers ■"Iso contributed 

to the- sc eve.

Financial: delays in auditing or non auditing of becks is  the
nest common prcblen. Of the 46 societies affected, 35 had. 
never had an audit carried out over an average operating 
period o f 4? years and 11 пай heir audit carried cut an 
average of 3 years la te ; and lack o f an authoritative 
statement on the financial state o f "he societies was the 
nain reason why societies were unable to get bank loans.

Training: A big percentage o f the societies v is ited  indicated
that they had received no training beyond the. s k ill  acquired 
as articians before the formation of their units and папу of 
the nenbers considered training in  basic nanagenent, boobkeeping 

and accounting to be helpful.

7. ROLE OF FINANCIAL INSTITUTIONS:

For several years now snail scale units have enjoyed 

financial assistance fron the national financial institutions 
nainly National Bank o f Connerce (NBC) and Tanzauva Rural 

Developnent 3ank (TRDB) o f late the NBC has inssued a statenent 
and financial policy governing the a ctiv it ies  of the Bank 
is  so far as financing aoal.3 scale industrial units. In 
general the policy states th3t:

-  The bank shall take steps in  i t s  powers to promote 
the development of snail scale industries (SSI) in 
Cooperative with SILO and other agencies involved in  
assisting such units.

-  The bank w ill seek to mobilise financial resources both 
internally and extrnally.

-  As a general policy the bank w ill extend its  financial 
assistance to SSI projects fa llin g  in productive industrial

• • • • • • • • •



r
sectors c f the eccnony. In line with national 

eccncnic tr ie r !t ie s  in selecting SSI projects for 
possible financing the Bank w ill give particular 
consideration to projects vrhich are labour-inrensive, 

expert oriented, import substitution and predcninantly 

based on lo ca l raw rn teria ls ,

-  That the Bank nay finan.e up to naxinun o f 8596 of an 
expansion of an SSI project provided the Ccabined value 
o f pv ' sting assets and the assets to be added on i t  is  
not less  than two tines that value and,

-  As a national f inanci a l  insitution  the 1TBC in  collaboration 
with SIDO w ill randdr technical assistance and advice
to i t s  SSI c lien t in  natters c f  project planning, 

organization, monitoring and undertaking rescue operations* 
Great enphasis w ill be placed on the use of suitable 

nanagenent techniques anoung the banks’ SSI c lien t 
through a nunber of training progranne.

On the other hand the SKDB besides financing agriculturel 

inputs w ill continue financing snail scale units which indulge 
in  processing of agricultual produce,

8. PDTA1TCIAL ASSISTANCE FROM DTTERHATIOHAL BODIES (UNIDO.

ICA. COrAC BTC)
Tanzania Governnent is  very grateful for assistance i t  has 

enjoyed iron d ifferent International organization in  
pronoting the industrial sector., SpeciGEcally we are thankful 
to SIDA and UITIDO for their recent study on the existing units and 

theirfuture prospects. The report has enabled the Governnent to 
know where we are in respect to industrial cooperatives. 
Information gathered iron this report w ill enable the Cooperative 
Secretariat now engaged with: fornulaticn of institu tional 
frenework and guideline .on cooperative novenent to give the

....... 10/ -------
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industria l cooperative th eir due attention.

However we shall s t i l l  seek assistance in  promoting 

sp e c ific  projects oriented towards the development o f  in du stria l
f  *

cooperative in  form o f finance, experts and training packages, 

equjpnent and machines fo r  established and poten tia l units 

especia lly  since the government has decided to restate the 

cooperative uniouns*

9 . CQKCLUTIOII;

The paper has high ligh ted  the ro le  o f in du stria l cooperative

in  the development o f  in du stria l sector in  the country. The
0

role  o f government, SIDO and fin a n cia l in stitu tion ; ie  

NBC and TRTffi in  establishing and promoting in du stria l Co-operative 

were mentioned. A successfu l attempt to put indu stria l 

Cooperative on their righ t footin g  should start with solving 

the above nentined problem by u t ilis in g  the resources we have 

as w ell as seeking erternal assistance. One o f the key tenets 

of- ouir long-term industria l 3traregy is  to establish  small and 

medium scale industries in  the regions, d is t r ic ts  and v illa g e s  

with the ob jective o f  loca tin g  production o f basic goods 

close  to the people and at the same time achieving an equitable 

d istrinution  o f industries in  the regions and zones. The 

people in  the rural areas l iv e  ni organised v illg d e  which are by 

themselves nultipupose Cooperative so c ie t ie s . H itherto, these 

soc ie ties  have been service and agricultual oriented . The 

in jection  o f industrial. Cooperative into their a c t iv it ie s  

w ill broaden their economic base. Industrial cooperatives 

are thus the main too ls  fo r  m obilising lo ca l human and 

financia l resource fo r  the achievement o f our national 

ob jectives o f econonic growth and socia l development, 

particu larly in  cur in du stria liza tion  process.
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ccnfsreece cu t.ts economic and social potential of
INDUSTRIAL CO-OPERATIVES IN DEVELOPING COUNTRIES, APISH A, 
TANZANIA. FEBRUARY 15 -  19 , 1982.

BACKGROUND.

For a better understanding o f  the development o f  Indus­
t r ia l  Co-Operatives in Peru, we have to go through i t s  
h is to r ica l background.

The oldest antecedent o f  the Industria l Co-Operatives 
in  Peru is  the creation o f  the Industria l Co-Operative 
o f  Emolients and Similars № 77, le g a lly  recognized on 
July 12, 1945. Subsequently, i t  was also recognized 
another four co-operatives, before the promulgation o f  
the f i r s t  General Law o f  Co-operatives rt° 15260 tooks 
place on December 14, 1964.

The A rticle  7*, Clause "h" o f  such law duly recognizes 
the existence o f  Co-operatives o f  Production and o f  
Work, which main ob jectiv e  i s  to be a source o f  work 
fo r  i t s  associates.

Under th is c la ss  o f  co -operative , i t  was organized two 
sub-classes which were: Cooperatives o f  Production, -  
which ob jective  was to develop an econcm ic/productive 
a c tiv ity  performed by i t s  a ssocia tes- ; and the Co-ope­
ratives o f  Work -which were organized to o f fe r  especia - 
lized  services o f  a c ra ft  or a p rofession , through i t s  
jo in t ly  and coordinated lendings.

The principal co-operatives o f  production can be found 
in the manufacturing industry, wood and sugar industries, 
b rick s, graphic, m etallurgic, and shoe industries, e tc . 
The co-operatives o f  work can be found in h ote ls , or 

.fa c to r ie s  (m ills  o f  wood, construction , e tc ) among the 
o r in c io a ls .



Most o f  the co-opera ives o f  production and o f  work 
developed in Peru, were organized on the basis o f  p r i­
vate! companies in bankruptcy or leaved by -heir owners, 
fo r  which reason such co-operatives have had a weak de- 
velopaent due to he fa ct that they had to charge with 
economic and fin a n cia l problems o f  the companies which 
originated them.

Among those problems, we can mention:

-  Lack o f  working ca p ita l.
-  Limited p o s s ib i l i t ie s  to obtain lendings.
-  Lack o f  markets fo r  s e llin g  their products.
-  Low p o s s ib i l i t ie s  to compete in markets.
-  Old fashioned machinery, and low p o s s ib i l i t ie s  to 

renew them.

Besides, there are also s o c ia l problems generated as a 
consequence o f  i t s  transformation in a co-operative en- 
terp rise .

We can find an increase o f  co-operatives established on 
the basis  c f  companies in lo ss  starting from 1974-. This 
was evident when the Law Decree 21584 took place in  1976 
which stated that a l l  companies in bankrupt or abandoned, 
had to be transformed in a co-operative o f  production 
and work; so, the co-opera~ive system was used to impede 
unemployment, notwithstanding that th is  has not been 
enough to establish  a so lid  sector which could be able 
to generate more employments or investments o f  p r o f it s ,  
which , in an economy in c r is is ,  means scarce p o s ib i l i -  
t ie s  o f  growing due to he lim ita tion s and d i f i c u l t ie s  
that th is represents.

The industria l co-operative?, as an sp e c ific  tyoe, start 
with the rTew Law o f  Co-operatives o f  May 20, 1981. A ll 
co-operatives which already ex ist in our country must 
be adequate! under hi3 lega l d isp os ition .
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N'ew General Law o f  G o-aperitives (Decree Law 85 Rnd Id-l) 
and Industrial C o-operatives.-

This new law was promulgated on May 20, 1981 and deter­
mines the existence o f  Industria l Go-operatives (Art .7*,
2 .8 ). This delim itation  o f  the in du stria l activi-.y  as
an specifyc type o f  co -op erative , involves several ad- *

vantages such as:
-  i t  fa c i l i ta te s  the issuance o f  appropiated laws fo r  

th is  kind o f  co -operatives.
-  i t  allows the adoption o f  measures fo r  the promotion 

and protection  o f  th is  economical sector .
- i t  permits to carry out investigations to determine 

the ch a ra cter is tics , problem atic and p ro jection s  o f  
these co-operatives, e t c .

In spite o f  th is  law determines the type o f  in du stria l 
co-operative, we can find other type o f  co -operatives 
which develop in du stria l a c t iv it ie s  yet, such as: 
sugar refinery co -op eratives, mining co-operatives, 
specia lized  production co-operatives, co ffee  co-opera­
tiv e s , fishery co -op era tives . A ll o f  them converts th e ir  
own products, but they are le g a lly  considered as a 
specia l kind o f  co -operatives due to the a c t iv it ie s  they 
develope.

4
Actual Situation o f  the Industria l C o-ooeratives.

In our country as w ell as in other developing countries, 1
there is  a weak indu stria l sector , i f  we compare i t  with 
other extractive a c t iv it ie s  such as raw m aterial (mining 
or agricu ltu ra l) a c t iv it ie s .  For th is  reason, the 
existence and grovring o f  the industria l co-operatives 
have a great i portance in the economic and so c ia l de­
velopment o f  our country. As mentioned b e 'o re , most in­
dustria l co-opera ;'ives  were created under the Law Decree 
21584 which determined the transformation o f  private 
companies in bankruptcy or abandoned,in:o co-operatives.



By the sane way, agricu ltural co-operatives were 
created under the Law Decree 17716 which, expropiated 
la'ifundium s o establish  co-operatives (a g r icu ltu ra l/ 
in d u s tr ia l) .

Under these considerations, the ro le  o f  these cc-ope­
ra tives  in the m obilisation  o f  lo c a l,  human and finan­
c ia l  resources fo r  the achievement o f  national o b je c t  
t ir e s  o f  economic growth and so c ia l development, have 
not been s ig n ifica n t, due to the fa ct that i t s  p a r t ic i ­
pation in the economic development o f  our country has 
been sim ilar o the private companies which originated 
the co-operative .

In spite o f  the existent d i f f i c u l t ie s ,  the in d u stria l 
co-operatives subsist, fu l f i l l in g  ;h e ir  o b je c tiv e s , 
providing employment, sa la ries  as w ell as serv ices to 
th e ir  associa ’.es, benefiting  the society with th e ir  pro­
ducts, and facing the fin a n cia l c r is is  which our country 
i s  bearing.

On the other hand, i t  have also appeared in d u stria l co­
operatives in the c la ss ic  manner, i t  means, through the 
joinning o f  people and cap ita l in order to con stitu  e 
in du stria l co-operatives which have received cred it as­
sistance from Local Banks State-Owned. .'hese in i t ia  ives 
have not gotten tne appropiate grade o f  development due 
to the fact that during the 12 years o f  M ilitary Govern­
ment, the Socia l Property Enterprises have the p r io r ity  
in th eir P o l it ic  P ro ject .

In 1980, the New P o l it ic  Constitution o f  our country be­
gan to be in force , and i t  includes several rules re­
garding co opera ives . ?or example, i _s A rtic le  116 pro­
motes the free development o f  co-operaxi *es and he au 
toncmy o f  x.he co-operative organizations.

When the Democratic Government i s  established, and based 
on tne d isp osition s o f  the Hew Constitution, i t  is



-  5 -

promulgated “he Kew General Law o f  Co-operatives through 
the-Law Decree N' 85 (l'iay-2C-198l) which we w il l  analize 
farther on .

Obstacles impedin'? the promotion and e f fe c t iv e  running 
o f  Industria l C o-operatives.

-  Absence o f  a system fo r  tributary pro-e~ ion to Co-ope­
ra tives , which permit -hem to face the competence o f  other 
enterprises, sometimes powerful.

-  Absence o f  a technology which adequates “o he charac­
te r is t ic^  o f  peruvian co -op era :ives .

-  D iff icu lty  in obtaining financia l support fo r  the de 
velopment o f  p ro je c ts  and financia l programs.

-  Absence o f  organizations or in stitu tion s  which o f fe r  
technologica l advise o g e t  a better  performance o f  their 
a c t iv it ie s .

-  Lack o f  a la b ora l/co -op era tive  le g is la t io n  which sta :e  
co-operative p r in cip les , reciproca l assistance, and s o l i -  
d a riiy  within th e ir  labora l re la tion s , which o f fe r  spe 
c i f i c  b en e fits  and incentives t0 ther associated-workers.

-  Absence o f  adequated resources to instru ct and train 
th e ir  associates, leadings, and rented workers.

-  Absence o f  integration  organisms which groups indus­
t r ia l  co -operatives, e t c . . .

‘.he New General Law o f  Co-operatives is  trying to over­
come so-e o f  these obstacles .

P rojection  o f  Ind"<strial C o-orsratives. -

?he New General Law o f  Co-operati” es o f fe r s  good pers- 
pec ives fo r  the co -o p e r? -i" isn  in general.
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First o f  a l l ,  we have t.o ~:en‘.ion that h is  Law sta tes  
tna-. i  is  a national need and o f  public u t i l i t y ,  the 
promotion and protection  o f  co-operativism , as an e f f i  
cien t s7s'em to contribute o the economic development, 
the enforcement o f  democracy and the fu lfillm en t o f  so­
c ia l  ju s t ic e .

3esides, th is new law guarantees -he free development 
o f  co-operativi^ai and the autonomy o f  co -operative or­
ganizations.

Under these governmental p o l i t i c s ,  the law determines 
measurements which trend to the promotion, p rotection , 
aid and advice to co-operatives, such as:

-  Creation o f  National Institu te  o f  Cooperatives (IHCOOP) 
as an state organism fo r  the promotion, advise, supervi­
sion and support to the national co-operativism .

-  I t  i s  proposed the creation  o f  a National In stitu te  
fo r  Co-operative Financing (INFICOOP), a s  a pub lic  in s ­
t itu tion  in charge o f  the foment, promotion and financing 
o f  the co-operative movement.

-  I t  i s  established a Protective System for  co -operatives 
which includes tributary exonerations, incentives fo r  
those who makes deposits in e ffe c t iv e  or  term loans, or 
who makes donatives in favor o f  co -operatives.

-  I t  i s  promoted the co-operative integration  in a national 
le v e l, through the o ffe r in g  o f  tributazy in cen tives.

-  I ;  determines the incorporation o f  representatives o f  
INCOO? in the state cre d i- in s titu tion s .

-  I t  determines the promotion o f  permanent co-operative 
education; e t c . . .
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'Types o f  Assistance Renuired.

The con* ribui;ion o f  international organisms in the deve­
lopment o f  indu stria l co-opera~ives, .'..ust be d irected 
towards the follow ing aspects:

-  ‘ ‘echnical assistance through coordinated p ro jects  whi^h 
must include several organisms (inter-governmental and 
non-governmental).

-  "raining o f  especia lized  technics in industria l co-ope­
ra tives .

-  O ffering o f  fellow ships fo r  the study, and training o f  
leadings and qu a lified  rented workers.

-  Organization o f  international events to promote the 
interchange o f  experiences about in d u stria l promotion 
technics in co-operatives.

-  Financing fo r  plans and programs o f  development for  
co-operatives integration  organisms.

-  In it ia t io n  o f  sistem atic investigations about structu­
res, -work methods and problematic o f  cooperative move­
ments in developing countries.

Name: Bertha Beatriz Arenas hontellanos.
Charge: D irection  o f  Training.
Organization: Institu to  Nacional de Cooperativas, 

(INCOOP), Lina -  Peru.
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Subjects THE INDIAN EXPERIENCE

The Indian cooperative moveine.it can be said to have commenced 

with the passage o f the First Cooperative Societies Act in 1904. 

Cooperation as a method of management was applied primarily to credit 

cooperatives to sta rt with, though as early as 1916 certain cooperatives 

organised by weavers and tanners had made their appearencs. Iiiith the 

recognition by the Government of India of the need to promote cooperat­

iv es so cieties  in the handloom sector in 1923 and the encouragement 

offered by Government a number o f so cieties started getting organised 

in the early 1930s. After Independence in 1947 with the commencement of 

the planned approach to economic development and in keeping with the 

Government's declared intention to establish  an egalitarian society , 

Government's commitment to the cooperative form o f organisation became 

even more pronounced. This policy was expected to be operated in  the 

f ie ld  o f industry, in conjunction with the establishment and promotion o f  

small and village industries as one o f the corner-stones of the Industrial 

P olicy . As a result o f this there was a big boost given to t(je formation 

of cooperatives in the fie ld  o f industry. The following table would show 

the manner in which the industrial cooperatives have grown in the country. 

PROGRESS OF UEA1/ERS PRIMARY COOP. SOCIETIES DURING THE FIVE YEAR PLANS

Year Number Wembershio Production •Lais
End of Second Plan 
(1960-61) 11,903 13,10,300 3 4 ,2 7 ,3 4 36,33,61

End of Third Plan 
(1965-66) 12,947 13,14,746 84, G1,37 63,53,41

End of Fourth 
Plan (1973-7 4) 12,361 11,34,307 207 ,79 ,36 1 43 ,50,36
Ouring Fifth  
Plan(l977-78) 1 4251 10,39,596 137,17,73 112,73,31

Conte...2
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Year Number Membershin Production Sale

End of Second 
Plan (1960-61) 21,283 12,17,318 16,1^, 49 17 ,93 ,6 9

End of Third 
Plan (1965-66) 34,950 15 ,99,547 43,28,60 36 ,69 ,4 6

End o f Fourth 
Plan (1373-7 4) 34,435 17,10,361 78 ,85 ,8 2 50 ,31 ,6 9

Duri ng the 
Fifth Plan '24,804 14,78,348 35,29,77 76 ,68 ,08

SOCTE PI ORE facts about industrial COOPERATIVES

Particulars 1957-58 1960-61 1962-63 1965-66 1976-77

Membership per 
society es 77 67 64 49

Average working 
capital per society 17110 16110 18000 23130 37787

Average working 
capital par member 150 210 270 360 770
Percentage c f  owned 
funds to working 
capital 39 39 39 38 41
Average sales per 
society 27580 21000 21000 27730 37 042

Percentage of 
so cieties  running 
in p ro fit 44 30 35 33 27 .2

The cooperative method o f management has been considered most 

suitable for a country lik e  India where a large population has to compete 

for th8 limited resources at the country's disposal. The per capita 

resource a v a ila b ility  being lim ited , the only method by which operations 

could be successfully managed was to pool the resources. The cooperative 

form of organisation was considered to be the best oossihle viamedia 

between the individual enterprise and co llect!v isa tin n  retaining the 

advantages of individual freedom of enterprise, while at the same time 

enabling the enterprise to obtain economies o f scale , and attain  a better 

bargaining position for suooly of raw materials and in the sale of goods.

3 .Cont d . . . .



Given the fa ct that theoretically  every one o f the members o f  the 

society is  also the owner o f the enterprise, the cooperative form 

nf organisation was expected to provide the bsst possible answer to 

the vexed problems o f labour management re lation e. This approach 

has been successfully applied in the fie ld s  of aoriculture and credit 

as well as marketing and a very larqe number o f successful cooperative 

so cieties  operate throughout the country. lih'th the emphasis on Small 

Scale Industries the method which'has been tested and tried  in  the 

field B of agriculture, credit and marketing was sought to be applied 

in the fie ld  o f  industries as well and Government made i t  a policy to 

bring about as large a cooperative coverage as possible in the f ie ld  of 

small industries.

further cooperai- ivisation i t  was f e l t  offered the only 

salvation to the rural artisan . The situation in this regard was 

characterised by ths existence o f a large number of artisans who could 

command no resources other than their own individual s k i l l s .  By their  

own effo rts  to market their s k i l l  these artisane were ju st able to eke 

out a liv in g . Jn several areas this system could not sustain the 

artisans and i t  was feared that the s k i l ls  which were basically inherited  

may as well die out. Government therefore evolved a conscious policy  

of bringing about a system where the available s k i l ls  could be organised 

in such a manner that as far as p ossib le , there is  centralised production, 

centralised a v a ila b ility  o f raw m aterials, a v a ila b ility  o f finanoe and 

common f a c i l i t i e s  so th a t the products are manufactured as a resu lt o f  

co llective  e ffo r t  and on a sustained b a sis . Marketing e ffo r ts  could 

then be organised for these products. It is  with this approadi that 

a concerted effo rt was launched by the Government and in the fie ld  of 

handloom and handicrafts as well as a number of industrial products 

the Indian experiment hae resulted in  the emergence of a chain of 

cooperatives through out the country whidi have been able to m obilise

Contd...4
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lo c a lly  available s k i l ls  taking advantage o f the natural resources 

and the assistance orgvided by a number o f agencies who have been 

instrumental in financing a l l  stages o f production. As a resu lt o f  

th is , i t  may stated that the handlooa production o f India has incre­

ased six  times from the time the country attained independence.

The same can be said in respect o f  handicrafts where a large number 

of societies have been organised which have been able to u t i lis e  and 

oromote the s k i l ls  that are lo c a lly  available and apply the same to 

lo ca lly  available raw m aterials. These have ræ ulted  in  substantial 

increase in  the per capita earnings o f  individual artisans and a very  

large increase in  the value of goods produced and their market have 

been expanded within the country as well as outside. The production 

o f handicrafts in the country is  estimated to have to be more than 

quadrupled since independence. Nearly 45$ o f the handicrafts produced 

in  the country are exported.

As would be evident from the above paragraohs the Government 

has from the very begining taken extremely keen in terest in the orga­

nisation, promotion and development o f  cooperatives in general and 

industrial cooperatives in  particular in  the country. The Governnent 

o f India is  basically  responsible fori

1 . formulation o f viable p o lic ie s  and programmes in  respect 

nf cooperative sector from time to time;

2 .  Enactment o f cooperative le g is la tio n  and it s  execution;

3 . Coordination between public sector undertakings and 

cooperatives;

4. financial assistance.

Besides the Government themselves, at thé a ll  India lev el 

there are a number o f agencies whidi look after the sp e c ific  require­

ments of cnoperative so c ie tie s . The National Cooperative Development 

Corporation is responsible for a l l  tyoea of coooeratives including some

Contd....5
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industrial cooperatives hhnse infrastructural needs are financed by 

NCDC. The National federation o f Industrial Cooperatives is  an 

organisation responsible for the promotion and develmoment of indust­

r ia l  cooperatives and marketing their products. The All India 

Handloom Cooperative flarketing federation is  responsible for marketing 

o f  handloom products. The Khadi 4 Village Industries Commission is  

responsible for looking after the special needs o f certain types o f  

v illa g e  industries and production o f Khsdi c loth . The Development 

Commissioner Handloom is  a fu ll  time o ffic e r  in  the Government 

responsible for formulating and implementing the schemes for the 

benefit o f the cooperatives in  the handloom sector. The Development 

Commissioner of Handicrafts i s  responsible for the development o f  

handicraft secto r. The Reserve Bank o f India which i s  the Central 

Bank o f the country takes special in terest in  the financing o f  

industrial cooperatives and has a series of well developed financing 

schemes for meeting the requirements o f handloom sector. In order to 

coordinate and lay down policy guidelines involving Central Government 

Agencies and the State Governments a Standing Committ89 on Industrial 

Cooperatives has been constituted at the Government le v e l .

Basically industrial cooperatives i s  a subject dealt with 

by the State Governments who are responsible for promoting and looking  

a fter  the needs o f industrial cooperatives. They are guided by the 

policy directives nf the Central Government and the Registrar o f  

Cooperative S ocieties and in some cases the Oirector o f Industries o f  

the State Governments are responsible for establishing and promoting 

industrial cooperatives. As regarde financial in stitu tio n s a number 

of in stitu tion s which include State Governments who advance loans under 

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

commercial barto, State finance corporations e t c .,  look after the 

financial neads of the industrial cooperatives. Besides there ere

C n n h i  . ft -



financial needs of industrial cooperatives. There are no doubt 

cooosrative barks which look a fter the needs o f a l l  cooperative 

so cie tie s  and industrial cooperatives also derive finance from these

cooperative banks. Reserve Bank of India as mentioned above has a >

sp ecial scheme for financing handloom cooperatives thereby, i t ,

through central cooperative banks makes funds available at below

the bank rate and the lo sse s  are to be shared between the Central

Government, State Governments and the Reserve Sank of India in  the

ra tio  o f  50 :40*10 . Loans are available to  finance purchases for 90

days for purchasing o f yarn and for production and -marketing ppto

12 months.

Over and above the agencies enumerated above, at each 

D istr ic t  and State le v e l the primary so c ie tie s  have been able to  coma 

together in the form of D is tr ic t  federations and State federations.

These are in turn a f f i lia te d  to the National Federation o f  Industrial 

Cooperatives. While some of the D istrict and State Federations have 

not been active  i t  must be stated that several State federations have 

been able to do considerable work in  the development o f industrial 

cooperatives, in  p articu lar, in  the marketing o f the products manu­

factured by them. They have been able to provide a series of marketing 

ou tlets through out the geographical areas covered by them and these 

have been very successful in satisfying  the needs o f the consumers at 

reasonable p rices, while finding stable outlets for the products o f  

industrial cooperatives.

Industrial cooperatives in India manufacture a very wide 

variety o f items, which include woollen knitwears, engineering items, 

leath er, co ir, e tc . In general the so c ie tie s ' performance has not been 

satisfactory and the rate o f  dormancy among them ie very hlqh. The 

reasons for their poor performance can be summarised as fo llo u s t -

Contd...7 .
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1 . Far too raaid an expansion in the number o f industrial coop­

eratives in  an unplanned manner in the sixtees as a result of 

which several non-viable so cieties  came into existence.

2 . The lack of proper le g is la tiv e  frame work to look after the 

regulatory and administrative functions o f industrial coops.

It may be added that the existing le g is la tio n  was designed 

to basically look a fter the needs of agricultural credit so c ie tie s  

and these provisions are beingaapplied to industrial coop­

eratives with very few m odifications. The emphasis has been 

far too much upon the growth in  members rather then establish­

ment o f viable s o c ie t ie s . This point has been widely debated 

and i t  has been suggested that provisions should be made in  the 

Cooperative Acts which ensures that only those societies which 

have a good chance o f  growing into viable so c ie tie s  should be 

registered. Further to look a fter the financial management o f  

cooperative so c ie tie s  proper provis ons should be made for their  

timely audit and supervision.

3 . Lack o f professionaliam in the management o f industrial coops.

4. Absen' } f  an e ffe ctiv e  central agency capable o f organising 

production and marketing as well as provide infrastructural 

needs of primary so c ie tie s  including processing f a c i l i t ie s ,  

storage and training-curo-o reduction f a c i l i t i e s .  The existing  

central and sta te  agencies appear to be Inadequate to look 

a fte r  the needs o f industrial cooperatives in  this regard.

5 . Poor e ffo r ts  to improve technology and market intelligen ce in 

respect o f products manufactured by industrial cooperatives.

There are a lso  no arrangements which ensure a continuous inflow  

of improvements in technology and designs to bring about the 

improvement of products manufactured by Industrial cooperatives. 

Even in regard to traininq while arrangements are available in 

National Cooperative Union o f India and in the State Cotkierative

P .n n f H a



Colleges the existing training facilities are not fully

availed by the cooperatives.

formation of cooperatives is  a response to the prevailing  

situation  in i'ndia. The same situation  is  perhaps obtainable in  

quite a few developing countries. The persons involved have no other 

asset except th eir s k i l ls  and i f  they have to survive and improve their  

economic w ell being the only course of action is to pool their resources 

and on the basis of their combined strength bid for resources which are 

not available with them. Substantial external assistanca is  required for  

the success o f these experiments lik e  qovernmental assistance, help from 

financial in stitu tio n s , e tc . Such a programme on the part of the 

Government should be regarded as a socio-economic e ffo r t to generate 

gainful s e l f  employment among a large number of people whose liv in g  

standards can not be improved in  any other manner and the s k i l ls  that 

they have may wall die out, i f  they are not organised into cooperatives.

The Indian experiment can lead one to the following 

conclusionsi-

1 . The industrial cooperatives are suited to a situation  

where a set of individuals command no resource other than 

their own s k i l ls .

2 . The success of the cooperatives depends to a very large 

extent on the motivation and dedication shown by the 

individual members.

3. Professional management becomes extremely iimortant as the 

size of the society qrows. There is  no real con flict between 

professional management and democractic control.

4. Emphasis should be shifted from qrowth in numbers to the 

establishment of viable industrial cooperative societies  

who can in tha course of time attain  s e lf  sufficiency in 

regard to resources.

Contd..9
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formulate and inclement a well though out programmes for

the promotion o f industrial cooperatives and regard the

effo rts  as a socio-economic policy action .

6 . A a rest deal o f emphasis has to be la id  on the educàtion

of members, as i t  has been found that enliqhtened membership 

is  a key factor in the success o f cooperatives.

7 .  Where there is  a co n flic t between a member's individual 

interests and that o f  the cooperatives, i t  is  usually the 

ind ivid u al's in terest that takes precedence over the 

cooperative in te re sts .

Given the fact that the formation o f  industrial cooperatives 

o ffers  a method for providing gainful employment to a large nunber o f  

people who are not in a p osition  to raise resources required on their  

own, i t  w ill be appropriate that international agencies lik e  the UNIDO 

take a greater in terest in  this form o f economic management and to 

begin with establish a machinery by which there can be regular exchange 

o f information on the experience o f industrial cooperatives in  various 

developing countries. Secondly a system may be developed by uhidi 

expertise in  the organisation and management o f  industrial cooperatives 

is  made available by the international bodiss to those developing 

countries, who need such assistan ce . Thirdly organisation lik e  UNIDO 

should arrange for establishment o r  consultancy servicos and transfer  

o f technology from one developing country to the other as a lso  appro­

priate technology ti.at may be available from the developed to the 

developing countries. Fourthly, i t  w ill be apornprirte i f  further 

intensive research studies are undert^Ken to understand tne special 

problem o f industrial cooperatives and the kind o f le g is la tiv e  and 

administrative frame work that is  required for healthy development

Contd...10.
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of industrial cooperatives. F ifth ly , considering the nead for  

expanding marketing outlets for the products of industrial 

cooperatives, i t  m ill be appropriate i f  under the aeais of the 

International Trade Centre, a central display arrangement is  

made in ides tarn Europe so that cooperatives can have a fa c i l i ty  

to shou their products to potential buyers and gain adequate 

p u b lic ity . The display centre can be combined with warehousing 

f a c i l i t ie s  which can be u tilised  by the industrial cooperatives 

for making on the spot supplies.

-j 10:-



CCTS THAT P.AY SE PROrCTTED IN INO IA 
yITH INTERNflTIQUAL ASSISTANCE

I .  CENTRE FOR TECHNOLOGY TRANSFER

Industrial Cooperatives have been established in India in  a very 

wide variety o f  f ie ld s . Basically they have been found relevant where 

operations are of a small scale nature anc the s k i l ls  of the workers have 

to be supported organisationally by provision of f a c i l i t i e s ,  finance and 

marketing. The experience has been that the cooperatives have been able 

to produce a wide variety o f goods but they have not been able to improve 

the quality o f  goods and keep in  touch with changes in technology es well 

as market ta s te s . Given the fact that innovations suitable for th is  type 

o f organisation are not always aveiiabla to the cooperatives a machinery 

i s  required which can function as a channel for continuous inflow o f  

technological innovations to the cooperative secto r. I t  i s ,  therefore, 

proposed that a Centre for transfer o f tsdinology be established in 

India with the assistance o f International agenciea. Sudi a Centre for 

technology transfer can look after the following requirements*-

1 .  Conduct specialised  and sp ec ific  studies regarding the input 

requirements o f Industrial Coopsrativss.

2 .  Evolve innovations in methods o f production, design and 

develop su itable machinery and organise inflow o f  innovative 

ideas from developed to  developing countries and from one 

developing countries to another developing country.

3 . Have sp ecialised  wings for looking after the requirements o f  

sp e c ific  industries relevant to the situ ation  in the country, 

for example leather is  an extremely important labour intensive 

industry where lo ca l raw materials and sk ille d  manpower are 

availab le . What Is  required is the development o f machinery 

and methods o f production which can increase the out put par

...2
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4 . Function as a channel o f information regarding changing 

fashions and market requirements.

5 . Arrange for specialised training to improve the s k i l ls  o f  the 

work force.

I I .  CSTASLISHKEHT OF A dATIOMAL DISPLAY CENTRE IN INDIA.

One of the major problems confronted by the Industrial Cooperatives 

i s  the in a b ility  to arrange for adequate marketing channels for their  

products. While the e ffo r t  on the part o f the existing in stitu tio n s both 

at National and State le v e l to open up larger nonber o f ou tlets  has been 

successful, the e ffo r ts  need to be stepped up so that not only the volume 

o f internal trade i s  substantially increased but also see that export 

ou tlets are established. Tor th is  purposs i t  i s  necessary to have a 

National Display Centre in India uhere products of Industrial Cooperatives 

can be given an opportunity to be exhibited and buyer-seller meets 

arranged. Such a Centre not only w ill provide an opportunity for 

increasing the flow o f inter-regional trade but more importantly w ill  

serve as a vary useful Centre for attracting buyers from abroad tho can 

instead o f having to travel from one and o f tha country to the other, 

be exposed to tha wide variety o f the goods manufactured by the Industrial 

Cooperatives in  the country and be enabled to make their choice out o f  

the products displayed.

#♦#
*
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BACKGROUND PAPER: INDUSTRIAL OOPERATIVES IN ETHIOPIA

Introduction

Ethiopia has, since the revolution, chosen a rather pragmatic socia list 

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-operatives in both the agricultural and industrial/handicrafts sec­

tors have been given a LOle 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' (HASIDP). The pre-revolutionary statutes 

pertaining to co-operatives date from 1958 and are designed essentially for 

multi-purpose co-operatives whereas since the revolution single purpose 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 construed 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:

'C o-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 cf production under the control of co-operatives and 
to transform than 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 economy

8) to accumulate capital and to mobilize human resources to sustain 
economic development
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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 w ill 

follow democratic centralism and be guided fcy the principle 'from each according 

to his ability to each according to his work'. There is at present no directive 

to supplement proclamation 138 in connection 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 recoqnised as inade­

quate; for example free entry is permitted.

The emphasis on building up indivisible collective (social) capital is very 

evident in the article 33 of the directive on Craftsmen Producer Co-operatives:

'Every craftsman producer co-operative society shall after deducting 
necessary expenses and paying debts and taxes from its income, shall, 
in accordance to the quality and quantity of work done by the members 
make payment necessary fcr their livelihood arid 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 no explicit allowance for returns

to private capital and indeed the in itia l 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.
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Ош Cuuent Situation in Ethiopia

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 Onions 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 Handicraft 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 5 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. The project is financed by the Industrial Co-operative Development Fund 

and supervised by the IL0(?). The suggestion is that the Co-operatives w ill, 

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 in itia l finance for the co-operative w ill 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.
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O bstacles ¿a  ¿he Creation o f  In du stria l C o-operatives

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 sk ills  -  practical, managerial and 

entrpreneurial -  which are essential to manufacturing industry are s t i l l  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 

shortage 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<3' rial production (b) lack of infrastructure (water, electricity, 

roads, etc) (c) a shortage of finance for the purchase of basic machinery.

In fact the l is t  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.

Bale q L  S&2ID& /C o-opera tive  Section)

Hie Co-operative sector 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.
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However, the role of HAS IDA, in respect of co-operatives, seems to be one 

of promise rather than accomplishment.

Possible Lines of Support UNIDO

I understand that four oo-operative projects seeking support by UNIDO are 

at the moment being finalised in HASIDA. These were prompted by a v is it  from 

UNIDO personnel in 1981. There seems, therefore, litt le  reason until these are 

evaluated to make further suggestions though feasib ility  studies of Agro­

processing were mentioned to me as a possible line of development.

Relationship Of the Ethiopian Experience to the Findings o f  the I£& research
prnjpgh

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

tria l 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 issue which we will wish to discuss in Arusha.

The lack of training facilities arid 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 w ill clearly be interesting in Arusha to discuss the differing roles 

that Co-operatives can play in the oontext of broadly speaking Capitalise and 

Socialist property relations.

PA/ME

7.1.82
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BACKGROUND PAPER: INDUSTRIAL OO-OPERATIVES IN KENYA

InLcoducfcioh
Hie promotion and encouraqement 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 organisational 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 w ill be placed on improved per­

formance1. In 1979, according to the same source, there were 1,437 active co­
operatives in Kenya with a membership of 976,545, a 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 Onions and an Apex organisation, the Kenya National Federation 
of Co-operatives (KNPC). The numbers in all sectors have grown since 1977. The 
number of 'industrial' co-operatives is not specified 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 Kenya with a total 
membership of 3 to 4,000 and a handful 1 of building and construction and Agro­
processing Co-operatives. The National Plan (1978-83) does l i s t  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 Handicraft 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 also 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 oontrol 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 also identified as important impediments to 
the growth of the co-operative sector.

Development qL Industrial Producer CQ-QPfiiatiye Sfi&QI.

Kenya 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 s t i l l  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, therefore, 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
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production (Small-Scale Co-operative Industries c  Operational Elan fflt the 
Period 1st .Inly 1979 ¿fi 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 d rift of, especially the young, who are either economically 
inactive or under active, into the urban connurbations. It will thus have the 
advantage of reducing 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 confined 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 i f  is intended wherever poss­
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 Development Programme was launched in 1971 with 
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 itse lf  so far established 4,258 workshops and 993 Factories expending K 
15,270 x103.

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 l i t t l e  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 handicrafts section (which has its own union) com­
prises some 15 units, is larqely urban based. What few industrial co-operatives 
have been established (excluding the building Co-operatives) have largely been 
promoted and encouraqed 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 dormant. 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 seme 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 fif Industrial 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 should play a greater role in the future 
probably in the rural areas (The National Plan 1979-83 seems to vindicate this). 
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 w ill 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 activités; there is l i t t l e  tendency for any 
horizontal integration and technical upgrading of these activities as the space 
and capital requirements (though modest) are out of the reach of most craftsmen. 
There is not, however, a shortage of sk ills  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. /Operational Pl^n ¿q l Development 
Cf Small-Scale Co-operative industriel 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 Co-operatiyes Societies gefc Rev.1972 clause 
6). It is hoped that such workshops w ill offer members advantages in terms of 
regularised supplies, access to the market, and an e ffic ien t 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 eiqht 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 registered and they are as yet not working. The 
project nevertheless remains operational.

Agro-Processina Co-operatives

The Ministry of Co-operative Development has also taken an interest in 
promoting Agro-based Co-operative Industries again with the assistance of the 
Nordic Project for Co-operative Assistance (Agro Raged Co-operative indnci-riec- 
& survey on Potentials £ol ^mansion aod 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



1

integration of producer marketing co-operatives into aero processing. Seven main 
areas of potential were in itially  identified in the above report

a) the processing of maize

b) cotton processing

c) processing of oil seeds and copra

d) Forest industries

e) Fish processing

f )  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 i t  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 Kenya is met by 
external sources, it was suggested therefore that cotton clothing co-operatives 
be promoted. Oil 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 l i t t l e  has been achieved in the direction or 
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.

Factors HindpHng ¿he Development Industrial Producer Corppfttatiyes

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

(a) Not surprisingly the lack of managerial sk ills  of members was mentioned 
most frequently and also appears in the various reports referred to. Par­
ticular mention is made o f the lack of basic 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 get an opportunity to 
attend the College. As I have mentioned lack of production sk ills  is 
perhaps not a problem as long as co-operatives stick to relatively simple 
technologies, because of the success of the village polytechnic aind 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 runninq of co-operatives in all sectors 
and the feeling is that the statutes w ill have to be relaxed to give 
primary co-operatives more flexibility in investment patterns etc.

(c) Industrial 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.

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

(e) Mary 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 sell on an 
international markete (e.g. in Handicrafts).

Rnmp Possible Avenues for Support by UNIDO aod £¿0 Co-operative Movement

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 then in no particular order.
(a) Extension of ¿be programme for small ¿ocal mu]ti-pirposp workshops This 
was suggested to me by a number of people but i t  would perhaps be prudent to 
await the results of the present p ilot study in K isii and Kakamega before 
thinking of further support.
(b) Unking Building and Construction fYwyprahjyps ¡¿¿¿ft Bousing fo-CPfiratiyefi 
There are a number of successful housing co-operatives in Kenya. They have, 
however, not sought to go into building and construction themsevles. A feasi­
bility project would be welcome here.
(C) Development Of Agro-Rasad fn-nppraHva Industries As the report has shown 
the Ministry has conducted fairly detailed pre-feasibility studies in a number 
of areas. L ittle 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.

(d) Pnrrhasft q£  Transport to serve the Handicrafts Cooperatives 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 i f  the co-operatives owned their own vehicle. 
The volume of work would dictate that such a vehicle would have to be jo intly  
owned by a series of co-operatives -  this may generate problems I

(e) xhe. Training o f Ministry god Apex level gecspMiel in Practical 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 secondment into appro­
priate efficient businesses in the developed world.

(f) Cotton Goods Co-operatives It is estimated that there is ample scope for 
the establishment of Co-operatives making simple cotton goods like shirts and 
dresses; they could use local cotton.
(g) Office and Domestic Furniture Co-operatives Again it  is estimated that a 
demand exists, the skills and raw materials are available.

(h) Milk Producing Co-operatives At present the pasteurising and packing of 
milk is handled by a highly centralised monopoly. A feasib ility  study of a 
decentralised competitive co-operative system using packaging produced from 
local resources woidd be welcome.



(i) 4 Mobile Eacfcory pc educing Concrete Sticks iQ L  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.

(j) 4 waHonai Prototype CeoLiS. ¿fit BandiccaitS 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.

The industrial cortaperative Movement in Kenya in gelation to the I£4 Research 
Erogect

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 Kenya, benefited from concessionary finances from state and 
quasi-state sources. Hie 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 then to compete with private commercial 
enterprises. Hew ever, despite the attraction 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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22l£ Corooerative Movement in Sigacia

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 detrimental 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 i f  endorsed by the 
Federal Government w ill amongst other things prove more helpful to the 
establishment of produoer 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 f ir s t  became 
explicitly embodied 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. 1975r8Q« 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 figures 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 pet Sfi 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. Tĥ s 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, Kadumar and 
Enugu but they were not sufficient to meet the training needs of the whole 
country.

* should be read in conjunction with covering notes



-  the small size of co-operatives in Nigeria*
the average size was 60 members per primary 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 achieving increased agricultural productivity and rural trans­
formation'. In particular 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 nationwide basis'. There was, however, 
no explicit mention of industrial producer co-operatives.

The National Plan also sought to bring community development activ ities 
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 would 
come from the State Government and N 16J.8 million from the Federal Government. 
The expenditures were to be distributed as follows: 75-76: 20 m illion, 76-77: 
30.5 million. 77-78: 38 million. 78-79: 47.5 million and 79-80: 57 million.

However, as the Second Progress Report on ¿h£ Third National Development 
Plan 1975-80 demonstrates these expenditures were not fulfilled.

Guidelines £& ¿he Fourth Development Plan. 198fr-85 reviews the achieve­
ments of the 75-80 plan. Despite disappointments the co-operative system it  
urges has 'become firmly established'. Generally speaking there are three tiers 
in the system, primary societies at the village or town level, secondary 
societies (or Unions) at d istrict or local Government level and State Apexes. 
Multiple purpose secondary co-operatives and Apexes seem to predominate over 
single-purpose arrangemets. The latest figures 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 ,217)

Secondary societies over 200 (171)
Apexes about 30 (36)
Total Share capital - (52 x 106)

Total Savings - (16 X 106)

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 i t  appears that a ll 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.
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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 
number 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 
w ill 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.

Ux Guidelines tDL &£ FPUlth National PeyelOPnent Elan 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 w ill be 'trained in modern management techniques and 
financial control'. The existing co-operative banks w ill be expected to 
'increase substantially their financial assistance to the co-operative movement. 
If necessary existing regulations w ill 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 i t  is  s t i l l ,  in terms of national impact, of 
relatively small dimensions. There has, however, been lit t le  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.

Possible Projects ffiZL Industrial Producer C&rOpetation
I had no time nor the necessary background to discuss these matters in 

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

(a) Cocoa processing
(b) Processing of Palm Oil
(c) Manufacture of Tcmatoe Paste
(d) Canning of Fish
(e) Processing of Ground-nuts



2ke Nigerian Experience in Rpiarinn ¿c £fl£ Kesarch into eke ¿QCiai OUU SmBOBir,
Potential q£ Small Scale Producer Co-operatives

Since there has been no serious attempt to present to promote producer co­
operatives there is litt le  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 i f  industrial and 
agricultural producer co-operatives are (as indicated) to be encouraged in the 
future there must be some grounds for optimism.

5.1.82
pr/ mt:
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The Chairman
Distinguished Participants 
Fellow Cooperators

On behalf o f the Government and the people o f the Federal Republic 
o f Nigeria, I  express sincere gratitude to the sponsors and organisers 
of this important conference for the opportunity to participate in it .

I  need to indicate at this juncture that the borafide representative 
of Nigeria to this Conference, I-Ir. T.E. Adeyeri^has not been able to 
ooree for some reasons. Die confirmation by the*Nigerian Office of 
UNDP for my participation at this Conference was relayed to ne about 
48 hours prior to leading Nigeria. For this reason, it  was not 
possible to bring along relevant data that could have been very useful 
to this Conference. 1 w ill however make available to the participants 
such information that are within ay competence to provide.

Cooperative Movement in  Nigeria
Die history o f the establishment o f Cooperative societies in Nigeria 
could he traced back to as early as 1 $ 2 2  when cocoa farmers were 
organized along cooperative lines by the Agricultural Department.
Since that time, several modifications and tremendous growth have 
been experienced, including the enactment o f the cooperative ordinance 
in 1935. Die firm establishment of cooperation in the various facets 
o f life  in Nigeria today is  a result of the gradual developing of the 
1922 att-mpt.

no doubt, and as Professor Abell pointed out in h is papier on Nigeria 
fo r  th is  Conference, the Nigerian Cooperative Movement has faced a 
number o f  problems. E fforts are being intensified to improve the 
situation and ensure an e ffective  and e ffic ien t cooperative system.

Comments on the Paper on Nigeria by Professor Pater Abell
Professor lbeDhas written considerable facts on thespneral status of 
the Cooperative Movement in  Nigeria, and I agree with most o f  the 
contents in the report. However, i t  is  clear that Professor Abell did 
not present su fficien t data on the relevant subject o f  industrial co­
operatives in  Nigeria. I t  is  clear the job was not fa ir ly  acne and 
does not re fle ct  the existing situation.

Given the tine and the sta tis tics  at hi3 disposal, Professor Abel could 
probably not have written anything longer or more informative on the 
subject. One important achievement o f the report i3 that i t  has boon 
able to focu3 attention on the need to improve the industrial coopera­
tive sector. I t  has therefore created the necessary awareness and could 
provide a starting point fo r  the involvement o f the UNIDO and ether 
relevant international organisations in the development o f  industrial 
cooperatives in  Nigeria,



There are very few industrial cooperatives in the country, no at o f 
which are agro»«ba3edi A general observation 'backed by studies is  
that the industrial producer cooperatives constitute the least 
developed sector o f  the Nigerian Cooperative -Movement* Son# earlier 
investigations on Cooperative Membership Drive show that the main 
reasons for  slow growth o f the industrial cooperative enterprises 
include the unwillingness o f the craftsaen to engage in joint 
enterprises as well as the saall and dispersed nature o f  the unit 
o f  production.

Although a large number o f industrial ventures can be found in  the 
various parts o f  the country (there are not less than 2,000 indus­
t r ie s  in  Nigeria), the operators/owners o f  such ventures ore not in  
most cases registered as cooperators. One plausible reason fo r  this 
i s  the lack o f  emphasis on industrial end production cooperatives 
in  the past. This might be partly due to policy  orientation end/or 
leg isla tive  inadequacies.

Die major probelas hampering the progress o f  the existing agro- 
industirol system have been identified  as including the following t

(a ) inadequacy or lade o f  Infrastructures
(b) scarcity  o f  w illing and competent technical partners
(c )  the urban location o f most agro-industrial with the 

e ffects  o f high costs and shortage o f  raw materials
(d) the unattractive nature o f  manufacturing industries 

as commercial ventures to loca l businessmen and 
foreign investors

(e ) the h i{£ share o f  foreign oapital
( f )  administrative bottlenecks and restr ictiv e  

industrial policy.

Institutional arrangements for the promotion and development o f  
industrial producer cooperatives ia Nigeria

At the national level, tho institutions that could e ffe ctive ly  promote 
tho development o f  industrial cooperatives in  Nigeria include the 
following :
( i )  Federal Ministry of Saploynent, Labour and Productivity;
( i i )  Federal Ministry cf Apri culture 
l i i i )  Federal Ministry of Industries 
tiv ) Federal Ministry o f National nam ing 
(v ) Federal Institute c f  Industrial Research.

Tho counterpart state ministries to ( i )  — (iv ) above can also promote 
the developr-cnt c f  industrial cooperatives on a state by state basis.

She present status o f industrial producer oocoerative.; in  Nigeria



Etossibla Areas o f  Assistance

In the promotion and development o f  industrial cooperatives in
Nigeria, the following are areas in which UNIDO and any other
relevant international organisation could be of assistance :

( i )  through research studies (including surveys n-ri 
fea s ib ility ) as those carried out in  India,
Indonesia, Peru and Senegal by the ICA Research 
Team;

( i i )  Assistance in the provision o f requisite training 
on industrial producer cooperatives;

( i i i )  Direct technical and other assistance to the 
cooperative movement through such non-Govenraental 
Organizations as the CO PAC.

(iv )  Through the education and training of p o l i c y  
makers, movement o f f ic ia ls  and members about the
potentials o f industrial cooperatives, e.g 
by fellowships, participation in  relevant 
international conferences, seminar, etc.

CONCLUSION

There i s  a great potential for the development o f  industrial 
producer cooperatives in Nigeria .

Appeal is  hereby made to UNIDO, ICA and other such organizations 
to organize such international conferences, seminars, e tc ., fo r  
the honefit o f  the West African region^."

Arusha International Conference Centre 
P. 0. Box 
AKD5HA, Tanzania
16th February 19S2



INTERNATIONAL CONTERElCE ON IIIDUSTBIAL COOPERATIVES 
IN DEVELOPING COUNTRIES: ARUSHA, TANZANIA

Plenary discussion on the promotion o f  Industrial 
Cooperative Projects identified in the participating coutriee

Contribution on the identified  projects for Industrial  Cooperatives 
in  Nigeria by F.K.A. Ad eye fa. Participant fm a Nigeria

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

1» The projects identified  as possible areas for  cooperative 
develop» ent in Nigeria as enumerated in  P ro f.f  Abell * s 
report and in  the extracts  fo r  a ll  participating countries 
are, fo r  the meantime, to be regarded as tentative. The 
proposals should be so regarded for  the following reasons t
(a ) No supporting empirical data on the proposals are 

available to the conference;
(b ) the l i s t  is  by no means exhaustive o f  the possible 

areas for industrial cooperative developsent in 
Nigeria, and, \ .ActIc j may R e fle c t  the priority  o f  the Nigerian Federal 
Government.

2. As earlier indicated in my presentation on Tuesday (16/ 2/ 82) 
the areas o f assistance will essentially oensist of promotional 
measures like technical assistance for detailed survey, feasib ility  
(research) studies, industrial cooperative education and training. 
There is  also the need for UNIDO to co llaborate with Nigeria in 
critica lly  assessing a ll or a selected number of the exist i-' 
industrial cooperatives in order to determine possible 'area(s)
o f  assistance. In this regard, i t  may be necessary fo r  Frof. Abell 

and/or Dr. Kahoney (ICA Research Study Team) to v is it  Nigeria at the 
instance o f  UNIDO to complete the unfinished job.

3, The Conference secretariat is  hereby requested to highlight 
the comments/contributions made with respect to the Nigerian 
situation, including my request for  the involvement o f UNIDO 
in the promotion and development o f industrial producer 
cooperatives ir. Nigeria. UNIDO w ill, therefore, be able to 
have (through the UNDF Office ir. Nigeria) the reaction o f  the 
Federal Govcrr.mcr.t o f Nigeria on the issues raised with a view 
to assisting further in the processing c f  the demand for UNDO 
involvement made by the Nigerian representative at the Conference.
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OVERVIEW

Industrial co-operatives have not developed spontaneously or 
in s ign ifican t numbers in Botswana although in terest in co­
operative forms o f industrial production is  growing. Manu­
facturing industry i t s e l f  is  not at a l l  highly developed in 
the country and i t  is  concentrated in the towns. Because o f 
th is the Government has embarked on a programme o f indu stria l­
isation  in the rural areas where the vast m ajority o f  the 
country's population liv e s . Botswana's co-operative movement 
is  however re la tive ly  well developed, particu larly  in the 
agricu ltural sector and is  growing rapidly .

An industria l co-operative development programme could play 
a valuable role  in present development plans as i t  could 
encourage the participation  o f Botswana's c it izen s  in 
industria l development -  p articu larly  in the development o f 
lo ca l serv ices, use o f lo ca l m aterials, and production for 
lo ca l markets -  and ensure the widest possib le d istribu tion  
o f ensuing ben efits . Such a programme could also link 
planned rural industrial development with ex isting  co-opera­
tiv e  marketing infrastructure and develop industry at an 
intermediate leve l between more cap ita l in tensive, export 
orientated industry and the individual, sm all-scale entrepreneur.
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INTRODUCTION : THE COUNTRY, ITS RESOURCES, POPULATION 
AND COMMUNICATIONS

Botswana is  a landlocked country in the centre o f the South­
ern African plateau with an area o f some 582,000 square k i lo ­
metres. Two-thirds o f Botswana is  covered with the thick 
sand layer o f  the Kalahari desert hut the eastern region has 
a somewhat less harsh climate and more f e r t i le  s o ils  and i t  
is  here that the bulk of the country's population is  concen­
trated .
Botswana's economy is  based upon agriculture but as arable 
land is  scarce -  less  than 5% of "the to ta l land area -  and 
ra in fa ll  is  scant and capricious, arable agriculture is  a 
precarious undertaking. Much more o f Botswana's land is  
suited to extensive beef production and th is is  re fle cted  in 
the fact that ca tt le  outnumber humans several times over.

Botswana has important mineral deposits; there is  copper- 
n ickel with one mine in operation, coal again with one mine, 
diamond pipes o f 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 1981 is  
850,000 and i t  is  c lea rly  very small in re la tion  to the size 
o f the country. Population is  growing at an annual rate o f 
about y/o and there is  a high proportion o f children and young 
people even though l i f e  expectancy is  re la tiv e ly  low due 
largely  to high infant m ortality . Labour migration to South 
A frica  has long been very important and a large number o f 
c it izen s  work or have worked abroad although recently 
opportunities fo r  migrant work have been declin ing . Because 
labour migrants tend to by young men, there is  a preponderance 
o f women among young adults in the overa ll population.

The population is  highly concentrated in the east o f the 
country where i t  is  predominantly rural even though there 
are many large trad ition a l v illa g es  which are important rural 
centres. Within the rural areas there is  much seasonal move­
ment between v il la g e s , arable lands and grazing lands areas. 
There is  also s ign ifican t rural-urban migration and the urban 
population almost doubled between 197  ̂ and 1908 to 120,000 .
There is  a single track railway lin e  through the east o f  the 
country which links Botswana with the Zimbabwean and South 
African systems and therefore with seaports. The major north 
-south road which follow s the r a il  has now been hard surfaced 
as have i t s  links to major d is t r ic t  centres. An a l l  weather 
road now links Botswana with Zambia via the Kazangula ferry 
serv ice . Most o f  the secondary and rural roads are passable 
only to more rugged veh icles .
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2.1 An Overview o f the Economy

Between 1967/68 and 1977/78, Botswana's economy grew at an 
annual average rate o f over 11% per annum in real terms- 
The most important sectors at the beginning o f the decade 
were agriculture which contributed 4-2% C-DF, central government 18%, 
and trade hotels and restaurants 11%. By the end, agricu ltu re 's  
share had fa llen  to 20% while the most rapidly growing 
sectors were mining which had risen  to 15%, followed by 
e le c t r ic ity  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 fa llen  s lig h tly  to 16%. 
Manufactiiring industry grew over the decade but even at the 
end i t s  contribution was less  than 7% o f to ta l GDP

The ca ttle  industry makes the largest contribution to a gri­
cultural output accounting fo r  75% o f agricu ltural value added.
The ca ttle  industry su ffers in the frequent droughts, but 
arable farming su ffers most from inadequate r a in fa ll .

The growth in the mineral sector is  the most important fa ctor  
in the increase in Botswana' GDP in recent years. Apart from 
the 70 fo ld  increase in  i t s  own contribution , i t  has been 
in d irectly  responsible fo r  much o f the growth in government 
services, in construction, and in other sectors stimulated by 
it s  expansion.

Botswana imports a wide range o f goods, most important o f  which 
are food, beverages and tobacco, machinery and e le c tr ica l  
equipment, veh icles and transport equipment, and metal and 
metal products. I ts  p rin cipa l exports are diamonds, copper- 
nickel matte, meat and meat products, and t e x t i le s .  There is  
regularly a sizeable d e f ic i t  on the balance o f trade.

Government plays a s ig n ifica n t ro le  in the economy. Its  
indirect ro le  includes the provision  o f basic in frastructure, 
education for the labourforce, the setting  o f the leg a l, 
f is c a l  and monetary framework, and securing favourable in te r ­
national economic arangements. I ts  d irect ro le  is  indicated 
by the fact that i t  is  the largest single employer, that 
government and para-statal corporations account for 25% o f 
GDP, and that is  has participated in a l l  major economic 
ventures.

2.2 Manufacturing and Construction Industries

Manufacturing industry accounts fo r  less than 7% of GDP and 
is  moreover dominated by one enterprise, the government owned 
Botswana Meat Commission, which on average accounts for 50% 
o f the to ta l manuufacturing sector output. I t  is  the biggest 
o f the three major manufacturing employers in the country.
The sector is  small, largely  foreign  owned, almost wholly 
urban, and reliant on expatriate sk illed  and managerial 
workers. Growth in the sector over the last decade has been 
accompanied by a s ign ifican t increase in the number of enter­
prises and a growing d iversity  o f products-, 53 o f the 88 firms
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Licenced as o f  1979 had not commenced production before 1974.

The licenced manufacturing sector which includes a l l  firms with 
10 or more employees comprises 88 firms. Of these only 3 are 
so le ly  Botswana owned, 23 are o f  mixed Botswana and foreign 
ownership, so that 65% are exclusively  foreign owned. In terms 
o f the number o f enterprises, the largest sub-sector is  
metal products ( 22%) followed by clothing and te x t ile  s (15%) 
and food and beverages (14%). As mentioned, however, h a lf o f 
the s e c to r 's  output comes from the Botswana Mean Commission. 
Manufacturing industry is  almost entirely  urban based with less  
than 5% o f a l l  enterprises being located in rural areas.
Total employment in the sector is  only 5,088 with 1,412 
employees being employed by the Meat Commission. Expatriates 
account fo r  10% o f  a l l  employment. Ther other sub-sectors 
which make substantial contributions to employment are metal 
products and clothing and t e x t i le s .  Average employment in a 
manufacturing enterprise is  58 but excluding the three biggest 
firms which together account fo r  40% o f a l l  employment the 
average number o f employees per enterprise is  only 36.
In addition to the licenced manufacturing sector there are a 
number o f  manufacturing enterprises sponsored by the 
Brigades -  training schemes or development tru sts . Sixteen 
such establishments were in existence in 1978, 14 in the rural 
areas, and together they employed 770 workers. Their a c t iv i ­
t ie s  included t e x t i le s ,  build ing m aterials, furniture and 
food processing.

There are other enterprises -  most o f them sm all-scale with 
less than 10 employees -  which have been sponsored by the 
Batswana Enterprise Development Unit. By 1979, there were 
78 such enterprises engaged in construction, metalwork, 
cloth ing , leatherwork, and other trades. Total employment 
was 982 -  almost h a lf o f which was in the construction 
industry. The Unit has developed urban industria l estates 
and 72% of the sponsored firms are located on these.

There is  also a not in s ign ifica n t informal manufacturing 
sector in Botswana, estimated employment being equivalent to  
10% o f to ta l formal sector employment. A c tiv it ie s  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 
i t  employs more people. I ts  fortunes have fluctuated from 
year to  year and along with them the numbers of people 
employed. There has been s ign ifica n t growth in Botswana's 
indiginous construction capacity and there are about 135 
contractors in the country including ex-members o f enterprises 
sponsored by the Batswana Enterprise Development Unit and o f 
the building Brigades.

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

-  a small internal market and a population with a 
low average income;

É
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-  fragmentation o f the internal market by poor rural 
communications and low population density;

-  the landlocked p osition  o f the country and the 
proximity o f the more developed economies o f 
Zimbabwe and South A frica ;

-  the shortage o f sk illed  labour and managerial s t a f f ;

-  the lack o f in frastructure;

-  the lack o f a lo ca l cap ita l market ; and

-  the lack o f a strong raw materials base.

The Government has acted to improve communications, expand 
education and train ing, and to develop new channels o f finance 
but favourable conditions fo r  the substantial development o f 
manufacturing industry do not as yet e x is t .

2.3 Employment and the Labourforce
Botswana has an estimated labourforce o f 4-28,000. About 60% 
o f the labourforce is  engaged in subsistence agriculture and 
other unwaged rural a c t iv it ie s  or in a c t iv it ie s  in the informal 
urban sector. Formal sector employment accounts fo r  about 17% 
o f the labourforce, employment in South A frica  for  a further 
6%, while the remainder are assumed to be dependents o f  formal 
sector employees and not looking fo r  work.

Formal wage employment has grown at an average annual rare o f 
9% between 1972 and 1978, from 41,000 to 69,000. Central 
government accounts fo r  38% o f the to ta l ,  trade hotels and 
restaurants fo r  16%, and construction fo r  12%. Mining, 
despite i t s  15% contribution to GDP, accounts fo r  only 8% o f 
employment, while manufacturing industry employs 7% in 
proportion to i t s  contribution to GDP.

The labourforce ch a ra cter is tica lly  includes an abundance o f  
unskilled labour and a paucity o f trained workers. Manufac­
turing industry in particu lar is  dominated by expatriate s ta f f  
in technical and managerial p os it ion s .

At the present, the m ajority o f the labourforce are not in 
jobs which provide a sa tis fa ctory  income. With population 
growth i t  is  predicted that during the period o f the F ifth  
National Development Plan (1979-85) the labourforce w ill  have 
grown by 87,000 and the probable shortage o f employment w ill  
be accentuated by the decline in employment in South A frica . 
Despite an increase in real terms over recent years, GDP per 
capita in Botswana as P420 in 1973 or only P340 i f  adjust­
ments are made to allow fo r  the benefits which flow to non- 
Eatswana.
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-z  m u rJ - - 1-" CO --OPERATIVE MOYZTiENT j j BOTSWANA

3 .1  The Role of the Co-operative Movement in Botswana's 
Development

Co-operatives in Botswana have been a llo tted  a major ro le  to 
play in the economic and soc ia l development o f the country. 
S p e c if ica lly , they are expected to

-  ra ise the standards o f liv in g  o f the poorer sections 
o f the rural and urban populations;

-  supply the inputs required to produce su ffic ie n t 
food fo r  an increasing population;

-  provide commodities fo r  export and import 
substitution ;

-  fa c i l i t a t e  education, se lf-re lia n ce  and the 
acqu isition  o f new s k i l ls ;  and

-  provide the basis fo r  new Batswana owned industries.

The development o f  the movement to date has made i t  one o f the 
biggest Batswana owned undertakings in the country and i t  
could certa in ly  be described as the biggest on -the-job 
train ing scheme fo r  Batswana.

3.2 The Development o f  the Co-operative Movement

The f i r s t  co-operative socie ty  was established in 1964 and 
registered  under the Co-operative S ocieties  Act o f  1962. The 
movement has grown to the point at which i t  is  one o f the 
largest business concerns in Botswana, en tire ly  owned and 
managed by Batswana, with an annual turnover o f some 
P20 m illion  expected in 1981. Apart from the economic serv ices 
i t  provides to i t s  members -  members who represent 30% o f  a l l  
households in the country -  i t  provides d irect employment to 
800 people.

In the last decade the number o f primary co-operatives has 
increased from about 75 to  133* and there are two secondary 
co-operatives in addition -  the Botswana Co-operative Union 
and the Botswana Co-operative Bank. In 1971, 41% o f a l l  co­
operatives were farmers' marketing and multipurpose, 37% 
were th r ift  and loan, 16% were consumer, and 6% secondaries 
and co-operatives engaged in miscellaneous a c t iv it ie s .
Farmers' marketing and multipurpose have increased more 
rapidly than the other kinds for  in 1979 they made up 52% 
of the to ta l ,  th r if t  and loan declined proportionately to 24%, 
the others having maintained almost the same proportion as 
before . In 197  ̂ about half the to ta l individual membership 
o f the movement belonged to consumer co-operatives, members 
o f farmers' marketing and multipurpose came next and o f th r i f t  
and loan la s t . By 1979, the membership o f farmers' markenng 
and multipurpose had risen  to the point at which i t  equalled 
the membership o f consumer co-operatives, the membership o f 
th r ift  and loan having remained v irtu a lly  unchanged over the
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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 
movement rose from P1.5 m illion  to P5-5 m illion  there having 
been sign ifican t increases in reserves and a very substantial 
r ise  in borrowing.

Farmers' Marketing and Multipurpose Co-operatives

This sector has expanded rapidly in recent years, not only in 
the number o f co-operatives but also in the range o f services 
supplied to members. Most o f the farmers' agricu ltural and 
multipurpose co-cperatives began by se llin g  members' ca ttle  
and livestock  to the Botswana Meat Commission to ensure the 
farmers a fa ir  p rice  fo r  th e ir  animals and a share o f the 
Commissions' s annual bonus payment -  things which were not 
guaranteed i f  they took the only alternative and sold ca ttle  
to a private trader.

The range o f  a c t iv it ie s  increased over the years to include 
livestock  inputs d istr ib u tion , building materials supply, 
crop marketing, the provision  o f consumer goods, and agricu l­
tural cred it u n til many o f the co-operatives became fu lly  
multipurpose. Total turnover in 1979 amounted to over P7 
m illion  and an overa ll net surplus o f  2% was recorded. Even 
then though ca tt le  marketed through the co-operatives amounted 
to only 20% o f the to ta l throughput o f the Botswana Meat 
Commission.

The multipurpose co-operatives -  or ' f u l l  service rural 
co-operatives ' as they are known -  aim to d istribu te  basic 
food s tu ffs  evenly over the country, to provide a supply 
channel fo r  agricu ltural and livestock  requirements to improve 
production, to  encourage savings and fin an cia l se lf-re lia n ce  
by taking deposits, to  advance cred it to farmers to enable 
them to improve th e ir  production methods, and to  supply building 
materials fo r  housing.

Consumer Co-operatives

The f i r s t  urban consumer co-operative was established in the 
capital c ity  o f Gaborone in 1966 but there are now seven 
consumer co-operatives in major urban centres as w ell as 26 in 
rural areas. With a membership o f 21,500 and 310 s t a f f ,  th e ir  
combined turnover was P9-5  m illion , s lig h tly  more than 
half in the urban shops. Recently, the consumer co-operatives 
have been facing hardening competition from fu ll -s e rv ic e  
supermarkets and shopping cen tres, largely  owned by foreign  
chains.

Thrift and Loan Co-operatives

These co-operatives exist to encourage savings, provide 
depositing and withdrawing f a c i l i t i e s  for members' savings, 
and to grant loans to members. Thirty-one co-operatives have 
over 3,000 members, combined savings o f P70,000 and reserves 
of P5,300, and outstanding loans o f P3^,000. Their surplus 
funds are deposited with the Botswana Co-operative Bank as the 
apex organisation, funds which are made available to other 
co-operatives for  developmental p ro jects . There is  a strong



interest in the formation o f in stitu tion a l th r if t  and loan 
co-operatives within workplaces and organisations, shown 
prim arily 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. I t  has been growing rapidly in recent years 
and sales to  the value o f P5-5 m illion  in 1979 rose to almost 
P7 m illion  in 1980. I ts  a c t iv it ie s  cover the d istrib u tion  o f  
consumer goods, agricu ltural requirements and building 
m aterials, including material provision  fo r  the Government's 
Arable Lands Development Programme: the marketing o f ca tt le
on behalf o f  i t s  member co-operatives; the provision  o f 
insurance serv ices ; the provision  o f  a r e ta i l  extension 
and advice serv ice ; the provision  o f management assistance 
and r e l i e f ;  and, in collaboration  with the Department o f 
Co-operatives, education and p u b lic ity  fo r  the movement.
In 1980, the BCU received a government grant o f  P250,000 
and issued shares to  member co-operatives on a 1 : 1 basis 
fo r  the same amount.

Botswana Co-operative Bank

The Botswana Co-operative Bank is  an independent fin a n cia l 
in stitu tion  and is  at present developing a fu lly  fledged 
banking serv ice . I ts  present functions include accepting 
deposits from co-operatives and other organisations and 
maintaining cred it accounts fo r  member co-operatives; channel­
lin g  government and doner agency grants to co-operatives fo r  
development p ro je c ts ; granting loans to co-operatives; 
administering the ca ttle  advance and other governmental 
agricu ltural cred it and subsidy schemes.

Miscellaneous Co-operatives

There are s ix  other co-operatives in  Botswana which are 
engaged in other, specia lised , a c t iv it ie s .  There is  one 
fish er ie s  co-operative which also has a small r e ta i l  s tore , 
some h orticu ltu ra l co-operatives with estate production, a 
dairy co-operative , and a weavers' co-operative -  Botswana's 
only industria l productive co-operative venture.

3.3 Lentswe Le Oodi Weavers' Co-operative

Oodi Weavers' is  Botswana's only fu lly  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 technica l support, 
and undertook training in spinning, various forms o f weaving, 
in book keeping and in basic business p ra ctice .

The co-operative operates from a medium sized v illa g e  situated 
about 15-20 kms. from the cap ita l c ity  o f Gaborone. I t  now 
has i t s  own factory  building, sales showroom, and 16 broad 
looms as well as a dozen others for  tapestry work. It  manu­
factures bedspreads, carpets, tap estr ies , shoulder bags and
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other itens from wool which i t  spins and dyes i t s e l f .
Technology employed is  labour intensive.

When f i r s t  constituted as a co-operative, Oodi Weavers had 
50 working members, 39 women ana 11 men. At the end of 1981, 
membership had fa llen  to 4 3 , d isproportionately more men 
having le f t  than women. The only specia lised  positions in 
the co-operative are those o f 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 i t s  members a fixed  monthly salary o f P65, 
irrespective  o f  the work they have done -  spinning, weaving or 
tapestry work, or the number o f days they have worked. At 
times o f peak labour demand in the agricu ltural cycle , 
co-operative production drops o f f  as members attend to 
th eir  f ie ld s .  At times, the co-operative has also operated 
a monthly productiv ity  bonus system under which additional 
payments are made fo r  production in excess o f  a certain  quota. 
In late  1981, th is  system had been dropped as the financia l 
position  o f the co-operative did not permit i t .

The co -op era tive 's  products are sold to tou rists  and others 
who v is it  the v illa g e  showrooms while there have been in ter­
mittent export orders to North America, Europe and South 
A frica . The co-operative does not pursue an active marketing 
p o licy , nor are any o f  the members well equipped at present 
to undertake th is  task. There does not seem to be s ign ifica n t 
demand within Botswana fo r  the products, although as they are 
hand crafted and o f a good quality , a poten tia l lo ca l market 
might ex ist with hotels and government and commercial o f f ic e s .  
The products are not cheap however, p articu larly  fo r  the lo ca l 
market where cheaper mass produced blankets are ava ilable ; a 
tapestry r e ta ils  at P200 per square metre and double bed­
spreads at P50. The prices obviously r e fle c t  the labour 
intensive nature o f  production.

In 1978, the year in which Swedish assistance was withdrawn, 
sales amounted to P120,000; in 1979 they f e l l  dram atically 
to P55,500; but in 1980 they rose to P87,000. This amount 
represented sales o f  225 square metres o f  tapestry and 783 
woven double bedspreads or their equivalent in other products. 
Materials and overheads amounted to approximately P29,000, 
monthly sa laries to  Ph-2,000, leaving an annual surplus o f 
over P16,000. About h a lf o f  th is was distributed  as a bonus 
to members and the rest was cap ita lised . Average annual 
earnings in the co-operative were therefore approximately P83 
per month. The overa ll financia l position  o f the co-operative 
was strong with assets to a value o f P75?000+, no sign ifican t 
l ia b i l i t i e s  to th ird  parties, although with member share 
capital o f only P15,000.

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

The co-operative was almost en tirely  seIf-managing, receiving 
only lim ited support from the Department o f Co-operatives.
The leve l o f member participation  was very high : in 1980 
there had been 17 committee meetings with an average attendance
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o f f iv e  our o f seven, and 1? general meetings witn an average 
attendance o f 46 out o f 0̂ .

I f  Oodi Weavers could be helped tc  develop i t s  marketing further 
-  and th is  was what the members said they wanted -  there vs no 
doubt that the earnings o f existing members could be increased 
or the ben efits  o f working in the co-operative extended to new 
members. Due to the overal management control exercised by the 
Swedish advisors in the early years, the co-operative has a 
very sound cap ita l base. Financial management though is  not 
very strong and existing  cap ita l is  probably s ig n ifica n tly  
underutilised.

4 NATIONAL POLICY REGARDING INDUSTRIALISATION AND 
CO-OPERATIVE DEVELOPMENT

4.1 Industrial Development P o lic ie s

Botswana's plans fo r  industria l development have been set out 
in the F ifth  National Development Plan. The p o licy  is  based 
on the four national prin cip les o f Democracy, Development, 
S elf-R eliance and Unity. These are translated into planning 
ob jectives -  rapid economic growth, so c ia l ju s t ic e , economic 
independence and sustained development -  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 o f those 
who do not ben efit d ir e c t ly . A lim it to  the expansion o f 
government services has been recognised and i t  is  now fe l t  
that there must be an increase in d ire c t ly  productive work 
and in particu lar a need to expand opportunities fo r  work 
in rural areas. The emphases are therefore employment creation  
and rural development.

Industria l development ob jectives and strategy under the Plan 
are to

-  increase the number o f worthwhile employment opportun­
i t ie s  fo r  Batswana, p articu larly  in the rural areas;

-  increase Botswana's economic independence through 
Botswana involvement in trade and production and 
through d iversify in g  sources o f cap ita l and s k i l ls ;

-  d iv ers ify  the economy; and

-  protect the in terests o f consumers and workers.

The government plans to create favourable conditions under 
which the private sector can contribute to Botswana's develop­
ment and while i t  recognises the need fo r  foreign  investment 
i t  sees that the government may have a ro le  to play in 
fin a n cia lly  less attractive  areas. The government also intends 
to iden tify  those areas in which import substitution  is  pos­
s ib le  and to explore opportunities for linkages : production 
for  export with lo ca l m aterials, production o f inputs for  
agricu lture, and production linked to the requirements and



The government’ s rural development strategy is intended to 
increase the prosperity and reduce the vu lnerability  o f  the 
rural economy. I t  emphasises operating, maintaining and 
extending newly provided rural services; . and intends to 
develop p ro jects  to support rural production and employment 
creation , a l l  devised and executed with continual consultation 
with the rural population.

The rural in du stria lisa tion  programme aims to create new enter­
prises which can stand up in lo ca l consumer markets rather 
than the re location  o f  ex isting  enterprises. At the present 
time certain  industries are considered to have a v iable 
future including agro-based industries, construction and 
construction m aterials, repairs and serv ices, farming inputs, 
processing o f  game herbs and anima l  products, and the pro­
duction o f  simple consumer goods. In its  programme, the 
government intends to  give support to rural industries on 
the basis o f  so c ia l rather than narrowly commercial c r it e r ia , 
even though i t  is  seeking th e ir  eventual commercial v ia b i l i t y .

4-. 2 P ractica l Support fo r  Industrial Development

The government plans to use i t s  influence during the F ifth  
Plan period to fo ste r  industria l development

-  by creating a favourable environment through 
continued in frastructural development, negotiating 
international trade agreements, and by maintaining 
favourable f i s c a l  and monetary p o lic ie s ;

-  by giving p os it iv e  encouragement and advice, commis­
sioning industria l fe a s ib il it y  studies, providing 
general advice serv ices , and giving assistance to 
independent bodies: and

-  by more d irect government involvement, p articu larly  
with the private sector.

I t  also intends to provide f is c a l  incentives to  encourage the 
employment o f unskilled labour and the adoption o f  employment 
intensive production methods.

The Ministry o f Commerce and Industry has been id en tified  as 
the main agent fo r  implementing the p o lic ie s  and is  charged 
with both regulatory and promotional functions. In the plan 
period i t  has been given extra resources so that i t  can 
concentrate upon it s  promotional a c t iv it ie s  rather than on 
regulation and con tro l. At the same time, the a c t iv it ie s  o f 
d ifferen t m inistries and departments involved in rural develop­
ment are coordinated by the Sural Development Council which 
is  chaired by the Vice President and serviced by the Rural 
Development Unit o f the Ministry o f Finance and Development 
Planning. A ro le  has been agreed for loca l D istrict councils 
working together with the Rurual Industrial O fficer  Cadre 
under the Ministry o f Commerce and Industry.

The government has established a Rural Industrial O fficer

p r o d u c t s  o f  m i n i n g .



cadre, with o ff ic e rs  now in place in half the large v illa g es  
and d is t r ic t  centres. Their task is  to formulate and imple­
ment rural industry p ro je cts , to id en tify  lo ca l entrepreneurs 
to manage them, and to act as secretaries to D istr ict Pro­
duction and Development Committees. A pro ject tc  provide 
enterpreneurs' training schemes at lo ca l leve ls  has also been 
planned.
The Botswana Enterprise Development Unit (BEDU) has been in 
existence for  many years and has provided intensive help 
to a number o f re la tiv e ly  small new sta rts . The unit is  
however now moving away from concentration on urban industria l 
estates to  work in the rural areas. The unit provides 
technical assistance and management training and i t  has 
offered  financia l help where appropriate in the past although 
th is service is  now being transferred.

Advice fo r  small business is  also available form the M inistry 
o f Commerce and Industry 's Business Advisory Service and 
from Partnership fo r  P roductivity .
The Botswana Development Corporation has had the ro le  o f  
encouraging private sector and foreign  investment through 
jo in t  ventures. I t  has concentrated on c lea rly  v iable com­
mercial p ro jects  and therefore has had only very s ligh t 
involvement in productive industry. I t  is  said to  be begin­
ning to consider more risky ventures now.

The National Development Bank provides cred it to  agricu ltura l 
and other p ro jects  on more favourable terms than the commer­
c ia l  banks. I t  works c lo se ly  with BEDU and is  taking over 
it s  financia l r o le . I t  is  soon to undergo some decen tra lis ­
ation and to have an industria l d iv is io n . The bank o ffe rs  
short and medium term finance with no set upper or lower 
lim its . Commercial banks tend not to finance smaller enter­
prises in Botswana.
Among the planned or current m ultila tera l and b ila te ra l 
p ro jects  fo r  industria l development in Botswana are a wool 
spinning m ill supported by NORAD and which is  a poten tia l 
industrial co-operative, technica l assistance to BEDU via  
UNIDO, wool knitwear product development from the Polish 
Central Union o f Work Co-operatives /  UNIDO, and p ro jects  
dealing with clay products, leather, clothing and footwear.

4.3 The Department o f Co-operative Development

Co-operative a ffa irs  in Botswana are administered by the 
Department o f Co-operative Development (CODEC) located within 
the Ministry o f Agriculture. I t  has sections dealing with 
consumer and with marketing and supply co-operatives, with 
th r ift  and loan co-operatives and with the Co-operative Bank, 
but does not have a section  dealing with other sp ecia lised  and 
industrial co-operatives. I ts  principa l functions are to  
promote the co-operative movement, to administer the Co­
operative S ocieties  Act, to reg ister  and liquidate co-operatives, 
and to se ttle  disputes. The Department is  lega lly  obliged to 
audit the accounts o f a l l  registered co-operatives although 
the secondary co-operatives are outgrowing its  present
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capacity. I t  is  is  charge c f  a l l  member and employee tra in ­
ing and ran 4-7 courses, seminars and workshops with 1,252 
participants in 1980. I t  also runs training schemes for its  
own s ta f f .
The Department coordinates development assistance inputs for  
the co-operative movement provided by government and other 
donors. I t  was decided that the major Arable Lands Develop­
ment Programme at present under way should u t i l iz e  ex istin g  
institu tion s in i t s  implementation and thus the Department and 
the co-operatives have been given a major ro le  to  p lay. 
CODEC is  also involved in the development o f  the V ertica l 
Banking System whereby the Botswana Co-operative Bank w ill 
operate through v illa g e  co-operatives. A further duty o f  the 
department is  to  supervise and provide techn ica l advice 
to  a l l  co-operative so c ie t ie s .

With the growth o f the movement in recent years , CODEC' s tasks 
have become increasingly complex and demands on i t s  lim ited 
s ta ff  and resouces have increased considerably. So great 
have the pressures become that the Department as i t  is  
presently constituted could not readily  cope i f  i t  had to 
consider developing new services such as would be necessary 
fo r  industria l co-operative development.

An important duty o f  the Department is  to  dra ft co-operative 
p o licy  and together with the movement i t  has drafted a f iv e  
year development plan for 1982- 8? .  •

4.4- Draft Development Plan 1982-87

The draft development plan envisages a continued rapid growth 
in the -number o f  services co-operatives provide to th e ir  mem­
bers and in the volume o f  sa les, and, because o f th is , a need 
fo r  the secondary co-operatives to increase th e ir  investments 
and th eir service a c t iv it ie s .

Co-operatives are expected to contribute to the Arable Lands 
Development Programme by making th eir d istribu tion  channels 
open to i t .  P ractica l steps have already been taken in th is  
regard. The Botswana Co-operative Union's warehouses, trans­
port f le e t  and the 63 farmers' marketing and multipurpose co­
operatives have become the means to implement the p ro je c t ; 
the Union has been appointed the sole importer o f  agricu ltura l 
implements and keeps a stock of the necessary spare parts.
The cred it and subsidy schemes involved are at present 
being channelled through the Co-operative Bank to individual 
co-operatives fo r  on-lending to farmers. Through the 
European Development Fund assistance o f P600,000 has been 
provided for  marketing and supply in frastructure fo r  the 
movement. The government has made P1.5 m illion  available 
via the Co-operative Bank for eight co-operatives to construct 
shops and storage sheds, obtain transport, as w ell as for  
general working cap ita l needs.

The movement plans to introduce Seasonal Credit Schemes fo r  
livestock  and arable production and a Co-operative Credit
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Scheme for  agricu ltural implements. By the end of the piar, 
period almost a l l  farmers markering and multipurpose co­
operatives w ill have storage f a c i l i t i e s ;  in additions to 
storing agricu ltural inputs, i t  has been proposed that such 
fa c i l i t i e s  are used to enable the co-operatives to accept 
increased resp on sib ility  fo r  the marketing and storage o f 
grain crops. M obilization o f members' savings through the 
co-operatives, leading to a higher leve l o f  s e lf-fin a n c in g , 
w ill also be a ctiv e ly  encouraged during the period .

The co-operatives w ill  be expected to continue and to increase 
substantially the promotion and marketing o f  lo c a lly  produced 
food items and consumer goods. There is  scope here fo r  co­
operative involvement in  handicraft production and marketing, 
as such a c t iv it ie s  are important means, fo r  women in  particu ­
la r , to  earn a cash income in rural areas.

Recent proposals suggest that the Co-operative Union studies 
the fe a s ib il it y  o f  opening production and processing plants 
based on lo ca l produce and resources. A study o f  the fe a s i­
b i l i t y  o f  commercial sorghum m illin g  which was the f i r s t  
area investigated was recently  concluded.

F ea sib ility  studies o f other areas w ill  be carried out in 
the future, p articu larly  areas where production w ill  be o f 
goods already marketed or which could be marketed through the 
co-operatives. The follow ing p ro jects  have been proposed:-

-  sorghum m ills  fo r  lo ca l sorghum meal production,
-  pre-packing fo r  maize meal, flou r  and beans,
-  mague production, decentralised to some fiv e  places

with 10 jobs each,
-pean u t butter production,
-  co-operative bakeries,
-  milk powder packing, and
-  cooking o i l  production.

The plan also forsees the reg istra tion  o f a poultry producers' 
co-operative, and further h orticu ltu ra l and dairy co-operatives. 
The development o f  these and other specia lised  co-operatives 
w ill depend however on the a v a ila b ility  o f techn ica l support 
from other m inistries and departments.

M ulti- and b i- la te r a l  assistance has been provided to  the co­
operative movement fo r  several p ro je c ts . Among them are the 
DANIDA/ILO "Strengthening the Co-operative Movement in 
Botswana" technica l advisory p ro ject 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 p ro ject to 
provide marketing and supply in frastructure.
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5 TEE POTENTIAL FOR ‘THE DEVELOPMENT OF INDUSTRIAL 
CO-OPERATIVES IN BOTSWANA

Industrial co-operation has not developed spontaneously in 
Botswana and, to a sign ifican t extent, i t s  under development 
r e fle c ts  the re la tive  underdevelopment o f  the indu stria l and 
manufacturing sector in the country and the very low lev e l o f 
indiginous Botswana participation  in the developments which 
have occured. Nevertheless, industria l co-operatives 
could play a very important ro le  in current national
development plans. In particu lar indu stria l co-operatives 
could be u t iliz e d  to encourage the p artic ip a tion  o f Batswana 
in manufacturing industry and, with th e ir  democratic and 
participatory  structures, could provide essen tia l on -the-job  
tra in in g . They would also ensure that the resources currently 
being made available fo r  rural industria l development had the 
ma-g-iTmiTn e ffe c t  and benefitted  the widest p ossib le  range o f 
rural businesspeople and artisans.

P ractica l steps towards industria l co-operative development 
have already been taken, though as yet in  an uncoordinated 
fashion. One industria l co-operative -  the weavers' 
co-operative described above -  is  already established, 
there are plans that the newly opened wool spinning m ill w ill  
be co-operativ ised  once established and the Co-operative 
Union is  working on plans for  the co-operative production o f 
goods fo r  sale in  consumer and multipurpose agricu ltural 
co -operatives.
To a certain  extent, p ra ctica l support services fo r  indu stria l 
development are already available in Botswana fo r  the private 
sector . • Extension and support services have been pioneered 
by • the Botswana Enterprise Development Unit and related  
projects, and the new rural in d u stria lisa tion  programme is  
getting under way. I t  has to be noted however that none o f 
these organisation have any s p e c if ic  b r ie f  at the present time 
to promote industria l co-operatives as such. The co-operative 
movement has a developed marketing in frastructure in  the form 
o f stores , warehouses and a transport f l e e t .  This could w ell 
be u tiliz e d  to ensure the e ffe c t iv e  d is tr ib u tion  o f  the 
products o f  rural industria l co -operatives. Industria l 
co-operatives could also be developed to link  with the 
existing Brigade training schemes so that ex-trainees 
would not be le f t  without employment.

There are however a number o f constraints on industria l 
co-operative development in Botswana.

F irs t ly , there are no organisations s p e c i f ic a lly  promoting 
or o ffe r in g  support for  th is  kind o f enterprise . The various 
industria l development organisations as mentioned have no 
s p e c ific  b r ie f  to undertake th is  kind o f  work, and the Depart­
ment o f  Co-operatives concentrates i t s  a c t iv it ie s  on the 
agricu ltural and consumer sectors o f the co-operative 
movement. ‘ The Department is  hard pressed with present 
resources to cope with the demands stemming from the growth 
o f these sectors , and i t  has no s ta f f  who are experienced or 
specia lised  in the development o f  indu stria l co -operatives.
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Secondly, there is  a lack o f a popular awareness o f  co­
operatives' poten tia l in  manufacturing and service industries, 
partly  because no promotion has ever been undertaken.

Thirdly, no s p e c if ic  fin a n cia l arrangements are available in 
Botswana fo r  industria l co -operatives. Finance is  available 
fo r  new starts sponsored by the 3atswana Enterprise Development 
Unit but obviously funds are lim ited . 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 un likely  to  be able to o ffe r  
banks normal commercial security , there is  l i t t l e  prospect 
o f  th e ir  being a source o f  funds in the absence o f  some form 
o f  cred it guarantee scheme. As fo r  the co-operative movement, 
i t s  funds at the present time are being concentrated in the 
agricu ltural sector , although the Co-operative Bank could 
possib le  develop an industria l finance section .

Fourthly, there are general constraints on the development 
o f  manufacturing industry in  Botswana which apply to co­
operatives as much as to  other forms o f  industria l enter­
p rise . There is  no strong rural industria l or artisanal 
base, nor is  there a large or long-experienced industria l 
labourforce, and these together obviously w ill  m ilitate  
against rapid indiginous in d u str ia lisa tion . A ll industry 
su ffers from the general marketing problems posed by the 
small, poor, and dispersed population, and the competition 
from the far  more developed industria l economies o f 
neighbouring countries.

In summary, i t  can be said that industria l co-operatives 
have the poten tia l

-  to  m obilise lo ca l human, natural and financia l 
resources behind industria l development in Botswana 
and to ensure that the ben efits  are evenly spread in 
lin e  with the country's p rin cip le  o f  S ocia l Justice ;

-  to  link  planned rural industria l development with 
the ex isting  co-operative marketing in frastru ctu re ;

-  to  develop lo ca l serv ices , production fo r  lo ca l 
markets, and lo ca l c ra fts ; and

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

I f  industria l co-operatives were to be developed successfu lly  
however i t  would be necessary

-  to develop a jo in t  strategy between the Ministry o f  
Commerce and Industry, CODEC, and the Co-operative 
Union as the representative o f the movement;

-  to establish  sp e c ia lis t  support serv ices ,' organised 
and located so as to be read ily  accessib le  to  the 
widest possib le population;
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-  to ensure that adequate finance could be made 
available; and

-  to develop a programme o f conscientization  and 
education.

No plans have been drawn up in Botswana fo r  an industria l 
co-operative development programme, but there is  considerable 
interest in the potentia l o f  such a programme in certain 
quarters. In view o f the expressed in terest , the follow ing 
recommendations have been drawn up.

Recommendations

1 Following Botswana's participation  in the forthcoming 
conference, representatives o f  the various M inistries and 
organisations should determine i f  an industria l co-operative 
development programme would be desirable and, i f  the 
decision  is  p os itive  and i f  i t  meets with government 
approval, plans should he drawn up and an application  
should be made fo r  funding to either m ultila tera l or 
b ila te ra l sources.

2 The programme could be orga n ised  along the follow ing 
l in e s :-

Objectives

-  to promote and support industria l co-operative 
development in Botswana;

-  to work towards a balanced development between 
•urban and rural areas in lin e  with national 
p o licy ;

-  to develop the technica l expertise o f  Batswana in 
the f ie ld  o f  industria l producer co-operatives, 
their organisation and promotion, and to develop
the in du stria l, business, commercial and organisational 
s k il ls  o f  the labourforce/membership.

It  should commence by

-  ensuring that Botswana co-operative and commercial 
law makes adequate provisions fo r  industria l producer 
co-operatives and that model by-laws are drafted;

-  developing linkages with existing in stitu tion s 
dealing with the co-operative movement and industria l 
promotion at both national and lo ca l leve ls  ;

-  explaining the benefits o f industria l producer 
co-operatives among concerned government departments 
and the rural and urban population as a whole.

It should undertake

-  to provide a l l  necessary support functions not 
adequately provided fo r  at present fo r  industrial
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co-operatives including fe a s ib il ity  studies, organisa­
tion al development, and on-the-job training and support;

-  :to plan and implement a comprehensive education 
programme fo r  new members;

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

-  to  develop larger scale p ro jects  fo r  future developments.

I t  should be established either as an independent unic 
along the lin es o f  the Batswana Enterprise Development 
Unit, or within CODEC or the Ministry o f  Commerce and 
Industry or the Botswana Co-operative Union, but 
whatever course is  followed fu l l  provisions should be 
made fo r  coordinating i t s  a c t iv it ie s  with those o f  a l l  
other related organisations.

3 Given that industria l co-operation  is  not w ell established 
in the country, the programme should be o f a re la tiv e ly  
small sca le , undertake preparatory work, involve only a 
lim ited number o f  co-operative p ro je cts , and be subject to  
regular review.

4 I f  the benefits -  in both economic and so c ia l terms -  are 
not su ffic ien t to  ju s t i fy  i t s  continuation, or i f  
developments are not in accord with national development 
p r io r it ie s ,  the programme should be terminated.

5 Technical support and expatriate assistance should be 
provided fo r  a c lea rly  sp ecified  period and the programme 
be designed to ensure an e ffe c t iv e  transfer o f  s k i l ls .

6 An education and training component for  co-operative 
members and fo r  promotional s ta ff  should be fu lly  
integrated into the overa ll programme.
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SUMMARY

There has been, a sign ifican t development o f  industria l 
co-operatives in Zambia since the country 's independence 
but, as a sector , industrial co-operatives have experienced 
many problems -  problems as sm all-scale industries operating 
in d i f f i c u l t  circumstances, fin an cia l problems, organisational 
problems -  and they havdfnot generally received adequate 
support.

The Government o f Zambia is  in the process o f  embarkirg 
on a programme o f sm all-scale industria l development and 
th is  should help to meet some o f  the conditions necessary 
fo r  a substantial growth in industria l co-operation .
Support fo r  industria l co-operatives as co-operatives is  
not available however and i f  progress is  to  be made steps 
w ill have to be taken to provide th is .
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1 ZAMBIA, THE COUNTRY ANE ITS POPULATION

Zambia is  a landlocked country with an area o f 752,600 square 
kilom etres. I t  had a population o f 5,4?2,000 in mid-1978, 
almost h a lf o f  which lived  in two o f 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 annua respective ly , compared with an overa ll rate o f  3%- 
The urban population at 2,153*000 was very large in re la tion  
to the to ta l ;  the cap ita l c ity  o f  Lusaka had a population o f  
559*000 and a growth rate o f  8 . 9% per annum compared with an; 
overa ll urban population growth rate o f 6 .8%. Urban popula­
tion  increase is  due largely  to rural-urban migration. The 
overa ll population density is  about 7 per square kilom etre.
Zambia's natural resources provide fo r  extensive and d iver­
s i f ie d  agricu lture , fo r  the production o f maize -  the 
p rin cipa l crop, r ic e ,  wheat, groundnuts, soyabeans, suflower, 
cotton , tobacco, tea , c o ffe e , cashew nuts, fru its  and vege­
tables.; fo r  animal husbandry based on dairy and beef c a tt le , 
pigs and poultry; fo r  the exp loita tion  o f forest resources; 
and fo r  fish in g . Mineral reserves are the country's most 
important resource, p rin cip a lly  copper, but a lso other metals 
and. minerals.
In the la st decade, adverse weather, lack o f imported 
inputs, poor transport and the shortage o f funds have led to 
a decline in  the production o f certain  crops. Production o f  
copper -  the p rin cipa l export earner -  has been re la tiv e ly  
s ta tic  over the last decade, a ffected  by congestion o f 
transport routes as w ell as by world prices and demand.

The country 's internal road network is  adequate in the better 
developed parts o f  the country but transport can be d i f f i c u l t  
in other areas. Zambia r e lie s  on road and r a i l  routes 
through neighbouring countries fo r  a l l  i t s  imports and 
exports; the p o l i t ic a l  situation  in some o f these countries 
in  the la s t  decade has led to  the closure o f  some o f these 
routes and severe congestion at some o f the ports -  a l l  with 
an adverse e ffe c t  on tho economy.

2 THE ECONOMY ANB EMPLOYMENT

2.1 The Economy

Zambia's economy has grown very slowly over the la st decade 
with an average annual rea l growth rate o f only 0 .6% per 
annum, and with a negative rate since 1976. In 1980, 
agriculture contributed 12% o f GDP, mining about 29%, services 
14%, manufacturing industry 12% and construction 5%- Over the 
period 1974—80, the re la tive  contributions o f  these mo3t 
important sectors remained v ir tu a lly  unchanged except fo r  
that o f construction which f e l l  from 10% to 5%- The fa stest 
growing sectors were business services and real estate 
although th e ir  overa ll contributions to GDP remained 
re la tive ly  small.
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Per capita national income was K302 in 1977 and i t  das 
fa llen*quite sharply over the last fiv e  years.

For some time now exports have generally teen rather stagnant 
due to a lack o f increase in exported copper and a declining 
trend in the export o f  agricu ltural products. Imports 
increased rapidly with the post independence development 
programme in the 1960s but, although they have been reduced 
in volume since 1972, the simultaneous increase in prices 
has l e f t  the import b i l l  v ir tu a lly  unchanged. Due to the 
balance o f payments c r is is  which ensued, the government 
restr ic ted  government expenditure, raised taxes, increased 
in terest ra tes , increased import r e s t r ic t io n s , and devalued 
the Kwacha.

2.2 Employment

In 1980, the to ta l  labour force  was 1,759,000 and was 
growing at an annual rate o f 3*51%* '¿he rural labour force  
was 60% o f the to ta l .  In 1970, the number o f  people in 
wage paid employment was 34-31000; the number grew to 393,000 
in  1975 but then f e l l  back, recovered s lig h t ly , and stood at
384,000 in 1980.

Services accounted for  27% o f  formal sector  employment with 
public sector employment predominating; mining fo r  18% with 
parastatal and private sector employers; construction fo r  
14% (in  1976 before the co llapse) with a s ig n ifica n t propor­
tion  in  public and parastatal sectors ; manufacture fo r  11% 
ju st over h a lf in the private sector ; and d istribu tion  
hotels and restaurants fo  10%, the greatest part in the para­
sta ta l and private sectors .
The remainder o f the labour force  was engaged in subsistence 
agricu lture, in  non-agricultural non-wage occupations, or was 
un- or under-employed. I t  is  c lear that there has been no 
increase in wage employment to correspond to the increase in 
the labourforce.

There are recognised c r i t i c a l  shortages o f  sk ille d  personnel 
fo r  middle and upper positions in  Zambian industry but the 
v irtu a l absence o f  sm all-scale industry in the past means that 
sk illed  managers are not generally ava ilab le . Any small- 
scale industries programme fo r  the private sector or fo r  
co-operatives must contain a s ign ifica n t train ing component.
2.3 The Manufacturing Sector

The manufacturing sector^ contribution to national GDP rose 
considerably in real terms from 1965 when i t  stood at 6 .8% 
to 1980 when i t  contributed 11-7%* Manufacture is  p r in c i­
pa lly  fo r  the domestic market and accounts for  only 1% of 
to ta l exports.

More rapid development o f  the sector , p articu larly  in the 
1970s, has been hindered by a number o f fa c to rs . Among these 
are a lack o f expansion in exports, import substitution  which 
concentrates only on the fin a l stages cf manufacture o f 
consumer goods, a shortage o f foreign  exchange, tight cred it



after  the IMF sta b ilisa tion  programme in 1978, and increased 
lending rates and lending ce ilin g s  in 1978 and 1979- What 
is  more, there has been a growing cap ita l in tensity  in recent 
years, a fa ilu re  to expand s ig n ifica n tly  employment opportuni­
t ie s ,  and a geographical concentration along the lin e  o f  r a i l .  
Export has been hindered by transport problems out also 
because industry has not been able to operate at a leve l at 
which economies o f  scale can lead to competitive p rices . 
Industrial development is  concentrated in Copperbelt and 
Central provinces; 84-% o f  a l l  manufacturing enterprises are 
located there as well as 84-% o f  a l l  manufacturing sector 
employment.
Parastatal manufacturing companies have concentrated on large 
-s ca le  tech nolog ica lly  advanced plants and cover a whole 
spectrum o f industries from food processing to chem icals, 
te x t ile s  to  metal products- They contributed 51% o f  
manufacturing value added and provided employment fo r  4-2% 
o f a l l  those working in the manufacturing sector . From 
1969- 76 , public ownership o f  manufacturing expanded with assets 
growing at 15% per annum, turnover at 25% per annum, and 
employment at 25% per annum. The parastatal sector has 
suffered from shortages o f  raw m aterials, transport problems, 
inadequate foreign  exchange a lloca tion s  and p rice  con tro ls .
The parastatal INDECO group operated at a loss  in 1979 and 
1980 and many o f i t s  subsid iaries had substantial under­
u t ilis e d  capacity.
The private sector contributes 4-9% o f  manufacturing value 
added but employs 58% o f a l l  those employed in the sector . 
Private sector firms are generally fa ir ly  large and there 
are very few sm all-scale or v illa g e  industries; less 
than 5% employ 10 or le ss  people while 15% have more than 
140 employees. Non-Zambian foreign  ownership remains the 
norm although recently  a number o f  firms have been taken 
over by Zambian entrepreneurs. In the mid-1970s there was 
a s ign ifica n t number o f  c losu res, 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 
th is  has been the result o f  a combination o f circumstances.
The primary agricu ltural sector i t s e l f  is  underdeveloped 
and does not produce raw m aterials in any quantity to support 
sm all-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 industry with i t s  to ta l reliance on imported in te r ­
mediate goods generally does not demand the kind o f  inputs 
which sm all-scale industries in Zambia could produce with 
the present leve l o f s k i l ls  and technological development.
The problem is  exacerbated by the in su ffic ien cy  o f training 
fa c i l i t i e s  fo r  technological and managerial s k il ls  and tne 
ready employment available to the few sk illed  Zambians in 
large-sca le  parastatal and private enterprises. Inadequate 
cred it f a c i l i t i e s  and poorly developed physical in frastructure 
have also held 3m all-scale developments back.
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Despite a l l  the problems a f f l ic t in g  manufacturing industry 
in Zambia, there has been a s ign ifica n t increase in the 
number o f registered  enterprises. The Industria l Development 
Act o f 1977 obliged a l l  enterprises engaged in manufacturing 
a ctiv ity  to re g is te r . Between 1978 and 1980, 546 existing  
enterprises registered ; in 1978 there were 44 new sta rts , 
in 1979 133, and in 1980 226. The new starts in 1980 proposed 
to invest on average ¿348,000 per enterprise and the emphasis 
was clearly  in the medium to la rge-sca le  sectors . Proposed 
new starts were often  unable to  begin operations due to th eir  
in a b ility  to obtain the foreign  exchange necessary to purchase 
machinery and equipment.

3 THE CO-OPERATIVE MOVEMENT

3.1 The Development o f  the Co-operative Movement and i t s  
Role in the National. Economy

3.1.1 Government Support for Co-operatives in 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 into 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 o f the F irst National Development Plan (FNDP) -  
1966-1970 -  government put emphasis on supporting farming 
co-operatives. The number o f registered  co-operatives 
increased but the movement was o f f i c i a l l y  held la ter  to have 
made l i t t l e  headway due to poor planning, members' and 
employees' low leve ls  o f  co-operative education, the lack o f 
fe a s ib il ity  studies, and the lack o f loan cap ita l support.
The government was even keen to encourage communal farming 
but attempts received l i t t l e  popular support.

The Second National Development Plan fo r  the period 1972-76 
reaffirmed the government' s support fo r  the movement but -  
and here i t  echoed the provisions o f  the Co-operative 
S ocieties Act o f 1970 -  emphasised the need fo r  the co­
operatives to be economically v ia b le , fo r  members to receive 
co-operative education, and for  competent management. I t  
forsaw an increase in the number o f  secondary co-operatives 
(unions at the provincia l leve l and federations at the 
national le v e l) and i t  expected to see an improvement in 
co-operative bookkeeping and accounting with the formation 
o f an audit and accountancy serv ice .

In the decade 1969-78, the number of registered co-operatives 
fell from 1 , 1 2 1 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 to 
K66 million. Over the decade almost 300 new co-operatives
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were registered while over 600 were d issolved .

The Third National Development Plan (1979-83) aimed to correct 
past mistakes with the promotion of co-operatives, but also 
planned for a greater degree of self-reliance in the co­
operative movement. The plan aimed co "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 o f  c o lle c t iv e  farming, 
and a strengthening o f the Department o f  Marketing and Co­
operatives -  the government department responsible fo r  the 
movement. In p ra ctica l terms, more co-operatives were to 
become multi-purpose, and there was to be a decen tra lisation  
o f 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 implement 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 a l l  the e ffo r ts  o f  the government, certa in  sectors 
within the movement are s t i l l  very weak and co-operatives at 
a l l  leve ls  have at times suffered serious fin a n cia l or 
organisational setbacks. A recent mission o f evaluation 
concerned with organisation at the federa l le v e l f e l t  duty 
bound to observe that the foundations o f  the movement -  
the primary so c ie t ie s ..-  were not everywhere strong and that 
many had doubtful economic v ia b i l it y ,  in many the members 
saw the co-operatives as external sources o f  ben efits  and not 
something o f th e ir  own, many put l i t t l e  emphasis on ca p ita l 
formation, and that there was a need fo r  relevant education 
schemes.

Government promotion o f co-operatives in the country has co­
existed with a s ig n ifica n t degree o f control over the move­
ment. The same evaluation mission drew attention  to th is  
and traced i t  to three fundamental causes : the involvement o f 
the government in the country's economic l i f e ;  government 
investments in the co-operative movement; and the fa ct thai 
the co-operatives have been asked to shoulder wide respon­
s ib i l i t i e s  in the country's development process. To these 
might also be added the government's increasing reliance on 
the agricu ltural co-operative sector to undertake the 
government's monopoly buying o f maize, the country 's prin cipa l 
cereal crop.
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3.1 .2  Co-operative In stitu tion s in Zambia

The Department o f  Marketing and Co-operatives

The Department was formed in 1976 through the merger o f the 
Departments o f  Co-operatives and o f Marketing and operates 
within the Ministry o f  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 w ill  only reg ister  
a new co-operative i f  i t  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 practical difficulties 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 
lega lly  be sold through the o f f i c a l  agency Namboard which 
also was the on ly  agency fo r  the sale o f  subsidised and 
imported fe r t i l i z e r  and seed. However there was an unformalised 
arrangement whereby established co-operative unions in four 
provinces could purchase maize, s e l l  inputs, and obtain 
restitu tion  from the government. The government too guaranteed 
the bank cred it the unions required to carry out these functions. 
The four unions resold  to Namboard at the provincia l leve l 
and there was a s ign ifica n t duplication o f resources and e f fo r t .
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There was also an administrative problem as Namboard did not 
always pay on time fo r  the maize i t  took from the unions.
The unions, lik e  Namboard, bought maize at the o f f i c i a l  p r ic e . .

Gradually, through the 1970s, the unions' share o f  tonal 
ourchase rose in the four provinces, from 38% in. 1976 through 
46% in 1977 to 54% in 1978.
In 1980 the government decided to decentralise i t s  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  a l l  provinces, apart from undertaking 
maize purchase on behalf o f the government, supply agricu l­
tural inputs, a ss ist primary co-operatives to purchase hammer 
m ills , help to  establish  consumer co-operatives, and provide 
agricu ltural c re d it .

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 
movement 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 SIDA and now has many functions including taking a 
representative ro le  on behalf o f  the movement ; acting as 
an agent fo r  the State Insurance Corporation; undertaking 
research and planning; press and public re la tio n s ; tra in in g ; 
audit- and accounting. I t  also has a commercial department 
which supplies the unions and primary s o c ie t ie s . Until 
recently  th is  operated on a re la tiv e ly  modest sca le  but 
since the reorganisation sales have risen  dram atically and 
are expected to reach K6 m illion  in 1981.

The Co-operative Cqllege

The Zambian Co-operative College was opened in 1979 to 
meet the education and training 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 o f  the Co-operative Movement

According to the la test figures available ( fo r  1978) the co­
operative movement in Zambia comprised 749 primary s o c ie t ie s  
with 93»171 individual members. In addition there were 7 
secondary so c ie t ie s  and 1 te r tia ry  society  (fou r  further 
secondary unions were established in 1980) .

Of the 749 prim aries, 486 (65%) were involved prim arily in 
the marketing o f  agricu ltural and arable produce and the 
supply o f  agricu ltural inputs. Subsequently however there 
has been a move to convert more o f  the agricu ltura l s o c ie t ie s  
into multipurpose co-operatives. There were 124 (16%)
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in d u stria l, labour and service co-operatives, 80 ( 11%) 
savings and cred it s o c ie t ie s , 46 ( 6%) consumer s o c ie t ie s ,
6 ( 1%) transport s o c ie t ie s , and 7 ( 1%) engaged in m iscel­
laneous a c t iv it ie s .
The agricu ltural co-operatives had 56,278 members (60% o f 
the to ta l membership o f  the movement) and therefore an average 
membership o f 116; savings and cred it had 20,288 members 
( 22%) and an average membership o f 254-; consumer so c ie t ie s  
had 11,615 members ( 12%) and an average membership o f 253 ; 
industria l labour and service co-operatives had 3,503 
members(4%) and average membership o f  28; transport had 86 
members (le s s  than 1%) and an average membership o f  14; and 
the miscellaneous so c ie t ie s  had 1,401 members (2%) and an 
average membership o f  200.

Levels o f  member investment were very low. A gricultural 
co-operatives had average share cap ita l o f  K1,002 or K9 per 
member, savings and cred it and no share ca p ita l; consumer co­
operatives ' average share cap ita l was K1 ,250 o f K5 per 
member; the industria l labour and service co-operatives ' 
average,share cap ita l was £893 or £52 per member ; the 
transport co-operative average was £1,210 o f £84 per member; 
and the miscellaneous co-operatives ' average was £2,038  or 
£10 per member.

Of a to ta l  o f  74-9, 34-3 o f  the primary co-operatives were 
'dormant' or to ta l ly  inactive giving an overa ll dormancy rate 
o f  46%. The dormán rates fo r  the various sectors were : 
agricu lture 52%; £ ’ ts and cred it 4%; consumer 22%;
industria l labour a ^rvice 60%; transport 0%; and 
miscellaneous 29%

The to ta l turnover in the year fo r  the active  co-operatives 
was over £18 m illion . The average turnover fo r  the activé 
co-operatives in each sector was as follow s : Agriculture 
£65,074; savings and cred it £1 ,850 ; consumer £ 51 , 376; 
industria l labour and service £11,649; transport £71,418; 
and miscellaneous £77,756.

No deta iled  information is  available on the economic p erfor­
mance o f  the primary co-operatives although the low lev e l o f  
reserves is  perhaps some evidence o f generally unsatisfactory 
performance. In each sector the average reserves per co­
operative were agriculture £894; savings and cred it £494; 
consumer £277 ; industria l labour and service n i l ;  transport 
£138 ; and miscellaneous £5 ,755*

3.3 Zambian Co-operative Law

The operation o f  co-operatives o f  a l l  kinds in Zambia is  
governed by the.Co-operative S ocieties  Act. The act provides 
fo r  the reg istra tion  and organisation o f  co-operatives, 
th e ir  membership and adm inistration, and also sp ec ifie s  the 
rights and resp o n s ib ilit ie s  o f  the government. The act 
defines co-operatives in terms o f Co-operativo Princip les 
but in addition stresses th e ir  essen tia lly  non-profit making 
function in providing services to th eir  members.
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The act id e n tifie s  the various types o f  co-operatives which 
may be registered . Under the heading o f  'A rtisa n s ',
Craftsmenfe and Contracting S o c ie t ie s ' the act allows for  
members to be employed to work c o lle c t iv e ly  on behalf o f the 
co-operative and fo r  the co-operative to supply them with 
materials fo r  use in individual production. There is  a 
possib le problem here fo r  i t  appears that the act does not 
state e x p lic it ly  that people employed by the co-operative 
must be members and th is  could give r is e  to a situ ation  in 
which there could be two classes o f  employee -  ...embers and 
non-members -  each with d ifferen t r ig h ts .

Even though the act id e n tifie s  various kinds o f  co-operatives 
-  those in which members are b en e fic ia r ie s  o f  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 o f  private 
dealers or traders forming a co-operative fo r  personal gain 
would be very hard to apply to an industria l production co­
operative. I t  states

'Notwithstanding the other provisions o f  th is Act, a 
group o f persons who desire to associate themselves 
together in  trade or business prim arily fo r  gain, 
without provision  fo r  the d istrib u tion  o f  p ro fits  
amongst customers in proportion to patronage, 
shall not be registered  as a s o c ie ty . '

In a production co-operative, members usually seek gain fu l 
employment fo r  themselves and d istrib u te  p ro f its  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  o f 'business ' .

Section 10 states that the minimum number o f people who may 
form a co-operative i s  10. In a l l  p rob a b ility , a service 
providing co-operative would not be v iab le  with le ss  than 
th is  number. A production co-operative on the other hand, 
unless i t  has very p r iv ilig e d  access to  finance, w ill 
probably not go into operation employing more than fiv e  
people at f i r s t .  This means that there w il l  be two categories 
o f members : those employed in the co-operative and those who 
are not. There is  a b u ilt  in  poten tia l c o n f l ic t  o f in terest 
here which may well be damaging to any new venture.

4 INDUSTRIAL CO-OPERATIVES IN ZAMBIA

h.1 The Industrial Labour and Service Co-operative Sector

A p r o f i le  o f  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 fo r  example -  and the membership is  
stagnant or declin ing except fo r  co-operativos in the carpentry, 
sand supply, painting and decorating and charcoal burning sub­
sectors. The only sub-sectors in which the average turnover







Average

Type No.
Number
Active

Average
membership

Av. Share 
Cppital

Av. Share 
Cap/ttember

Turnover o f  
A ctive Co-ops

Building & 
Construction 62 17 14 158 11 10,857

Brickmaking 12 5 12 68 6 492
Carpentry 15 8 15 94 7 5,50?
Sand Supply 10 2 10 9,569 918 52,788
Painting &. 

Decorating 6 6 9 146 16 11,878
Charcoal

Burning 7 7 245 479 2 6,556
Land Clearing &. 

Refuse Removal 9 5 19 200 11 29,598
Coal Loading 1 0 45 90 2 -
Tin Mining 2 0 159 82 .5 -

TOTAL 124 50 28 895 52 11,649

Table -1 
Industrial Labour and Service C

o-operatives in 
Zam

bia, 
1978
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per active co-operative was s ig n ifica n t ( i e ,  in  excess o f  
K1,000 per member) were sand supply, painting and decorating, and 
land clearing and refuse removal. The overa ll turnover fo r  
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 reg istered  any 
increase. There was a s ligh t increase in  the ov era ll share 
cap ita l in the year but i t  is  c lear that a l l  the sub-sectors 
with the exception o f 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 
th e ir  future prospects, unaided, are not good. The m ajority 
o f  the building co-operatives are located  in the 45 rural 
adm inistrative head-quarters o f  the Republic and the remainder 
in  the urban and peri-urban areas. In 1968, the government 
provided substantial fin a n cia l support fo r  the newly estab­
lished  Zambia Federation o f  Building Co-operative S oc ie ties  
which was to  serve the in terests o f  a l l  bu ild ing  construction  
co-operatives in the country.

The fa ct that only 17 out o f  the 62 co-operatives had any 
a c t iv ity  during 1978 is  an ind ication  o f  the problems facing  
th is  sector . I t  appears that some o f  the problems are o f  
internal and others o f  external or ig in  to  the co -op era tives .

The co-operatives are said to be excessively  slow in the 
completion o f  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 o f  bu ild ing and 
construction work fo r  them.

In “1973» the Federation began to  acquire large contracts on 
a national competitive tender b a s is , most o f  which were fo r  
public building programmes and included h osp ita ls  and nurses' 
h oste ls . Such contracts continued up to  1978 "but the Federa­
tion  generally could not complete on schedule and developed 
serious organisational and fin a n cia l problems. These problems 
became so acute that the Federation was liqu idated  in 1980.
A contributing fa ctor  to  i t s  demise was perhaps i t s  re lian ce  
on government agencies fo r  work and the problems i t  had 
working on fixed  p rice  contracts when the o f f i c i a l  p rices  o f 
m aterials were being increased.

The aim o f the Federation was to serve the in terests  o f  a l l  
the building co-operatives in the country but, in  p ra ct ice , 
i t  found th is  d i f f i c u l t .  In 1978 the Federation completed 
work to the value o f over K2 m illion  while the combined 
turnover o f 17 active building co-operatives was only K184,000. 
From 1973> with the award o f  the f i r s t  b ig  con tracts , the 
Federation engaged i t s  own d irect labour force  -  ie  non- 
members -  and continued to use th is  fo r  a large proportion o f 
i t s  work. Actual building co-operatives only received a 
small part o f  the work on a sub-contract b a s is . I t  was held 
that sk illed  artisans could command higher earnings working 
d ire c t ly  fo r  the Federation than they could working fo r  one 
o f i t s  member co-operativ<=3.



The brickmaking co-operatives fared worse than the building 
co-operatives. By 1978 the turnover o f the fiv e  out o f  12 
which were active was n e g lig ib le . The principa l reason fo r  
th is  was the general substitution  in the building industry o f 
concrete bricks for  the kimberly bricks which the co­
operatives manufactured. The cap ita l investments required 
fo r  the co-operatives to switch to concrete brick  manufacture 
were too great given the meagre cap ita l these co-operatives 
possessed.

4 .3  Sand Supply Co-operatives

The sand supply sub-sector appears to be the most active  in 
re la tiv e  terms, even though 8 out o f  the 10 co-operatives 
are dormant. The sector is  in  fa c t  dominated by one co­
operative in the Southern province which in 1978 with 51 
members had 50% o f  the su b -secto r 's  membership, 9^% o f  i t s  
sh arecap ita l, and 88% o f  i t s  turnover. Turnover amounted to 
K1,829 per member which is  quite s ig n ifica n t but, even so , 
turnover was only equal to  ca p ita l employed and th is  cannot 
be regarded as sa tis fa ctory .
4 .4  Land Clearing and Refuse Removal Co-operatives

Five o f  the nine registered  land clearing co-operatives are 
a ctiv e ; o f  these, four are situated in  the Copperbelt and 
undertake work seasonally fo r  the Posts and Telecommunications 
Corporation. Together they have 36 members but employ non- 
members too in  the peak season. With a very modest to ta l  
investment o f  K454- in share ca p ita l, the four- co-operatives 
achieved a combined turnover o f  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 o f  success and 
a s ig n ifica n t turnover in  re la tion  to  membership. The charcoal 
burners co-operatives -  a l l  situated on the Copperbelt -  
were fa ir ly  active but could not provide very s ig n ifica n t 
earnings fo r  a l l  th e ir  members. The introduction o f new 
loading machinery meant that the services o f  the coal 
loading co-operatives were no longer required.

4 .6  Problems o f Industrial Co-operative Development

Zambia has pursued a s ig n ifica n t experiment in industria l 
co-operative development and stands out in that respect from 
most other developing countries. The experiment has not 
however been very successful as the foregoing discussion has 
illu s tra te d . From th is , i t  is  possib le to deduce certain  
key problems, although a d e fin it iv e  statement w ill only be 
p ossib le  follow ing a far more deta iled  study.

Industria l co-operatives have been developed within non­
manufacturing, labour and service industries, but th eir  
fortunes have necessarily  been associated with those or 
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 declin e . The co-operatives involvei in 
or dependent on the construction sector have obviously 
suffered from th is . I t  is  important to note that manu­
facturing industry in Zambia is  cap ita l in tensive, and 
fa ir ly  la rge -sca le . Industria l co-operatives have there­
fo re  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 fin a l stages o f 
the manufacture o f consumer goods; i t  has re lied  therefore 
on imported inputs and sm all-scale industries supplying 
larger manufacturing enterprises have not been given a chance 
to develop.

Apart from these general problems, there are c lea r ly  
problems s p e c if ic  to the co-operatives themselves.

The cap ita l base o f  the industria l co-operative sector is  
exceedingly weak and as a consequence o f  th is  many co­
operatives operate as 'labour on ly ' ventures. Even fo r  such 
work to  be undertaken cap ita l is  required and the p oten tia l 
adequately cap ita lised  co-operatives could achieve is  i l lu s ­
trated  by the success o f  the one sand supply co-operative 
with substantial member share cap ita l

Inadequate ca p ita lisa tion  has two causes, one internal and 
the other external. The internal cause is  the fa ilu re  o f  
indu stria l co-operative members to invest in th e ir  co­
operatives. They may well not be able to a fford  to make 
substantial investment but the problem appears to go deeper 
than th is . Even in most o f  the co-operative sectors which 
achieved s ign ifica n t turnover, that is  where members had 
some ■•income however inadequate, investment was alarmingly 
low : often  less  than K100 per co-operative and in the 
greater number o f sub-sectors le ss  than K10 per member.
This seems to point to members' lack o f  confidence in or 
commitment to th eir  co-operatives, perhaps to  a fee lin g  
that the enterprises were not th eirs  as was noted by some 
commentators on the agricu ltura l co -operatives.

Lack o f member investment might have been less  o f  a problem 
had external sources o f finance been ava ilab le , but the 
absence o f  such sources was the external cause o f low 
ca p ita lisa tio n . Industry does not develop without ca p ita l; 
the fa ct that i t  is  co -operative ly  organised makes no 
d ifferen ce  in th is  regard.

The promotion o f a secondary co-operative by the government 
in  the .bu ild ing sector was a means o f giving primaries 
access to markets and o f tendering for  contracts which were 
too  large fo r  any individual enterprise . Notwithstanding the 
fa c t  that the building federation had to operate at a time o f 
severe contractions in the industry, i t  suffered from numerous 
organisational d i f f i c u l t ie s .  By employing i t s  own d irect 
labourforce, i t  arrived at the point at which i t  was 
e f fe c t l iv e  in competition v/ith the primary building co­
operatives which were i t s  members, rather than serving th eir  
in te rests . Secondary co-operatives have been able to serve 
the in terests of their members in other countries and it  would



be a p ity  i f  th is one feilure were to discourage the develop­
ment o f  federations in the future.

The building co-operatives were said not to have been at 
a l l  e f f ic ie n t  in their work and th is suggests a problem o f 
management. Given that i t  is  reasonable to assume that the 
members o f these co-operatives did not have s ign ifica n t 
previous experience managing sm all-scale firm s, th is  is  not 
rea lly  surprising. I t  is  notable that the industria l co­
operative sector grew at a time when education fo r  members in 
either business or the p rin cip les  o f co-operation was unavail­
able. Had conditions in manufacturing industry not been so 
severe in recent years managerial inexperience might not have 
been so cru cia l fo r  the co-operatives, but th is was not the 
case.
In summary, the industria l co-operative sector in Zambia has 
suffered from the recession  in. manufacturing and construction , 
the structure o f the manufacturing sector , and the poor condi­
tions existing  fo r  the development o f sm all-scale industry; 
from undercapitalisation , lack o f  member commitment and an 
absence o f  external sources o f  finance; from organisational 
problems in secondary co-operatives; and from the lack o f 
business and co-operative experience and training among members.

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

5.1 National P olicy  Bearing on the Development o f  Manufacturing 
Industry and Industrial Co-operatives

Present p o licy  as embodied in  the Third National Development 
Plan fo r  the period 1979-83 "has been formulated as an instru ­
ment fo r  attaining the ob jectives  o f  s e lf-re lia n ce  and socia lism  
within the national philosophy o f humanism". Emphasis i s  put 
on comprehensive planning o f the economy, the " commanding 
ro le " o f the public sector , and also on a "balanced development, 
having regard to linkages between industry, agricu lture and 
other sectors o f the economy." The plan considers
generation o f  more and fu lle r  employment and the adoption o f 
technology which is  labour in tensive. The economic structure 
w ill  be d iv e rs ifie d  and there w ill  be a crash economic programme 
to promote agricu ltural and integrated industria l development 
based on lo ca l raw materials to sa tis fy  domestic demand and 
generate exportable surpluses. Highest p r io r ity  w ill  be given 
to rural development with a major emphasis on, among other 
things, the promotion, o f  v illage, and sm all-scale industries 
as an integral part o f rural development.

Emphasis is  placed on sm all-scale industries as they are seen 
to generate more jobs per unit o f  investment than do larger 
firm s, and to have a greater in d irect employment impact as 
they draw more upon domestic sources than on imported inputs.
They also encourage lo ca l entrepreneurship and make use o f 
appropriate technologies. The Plan id e n tifie s  marketing and 
finance as two major problems o f sm all-scale industries and 
the government has undertaken to provide the necessary f is c a l
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incentives and cred it f a c i l i t i e s  and to adopt a p referen tia l 
purchase p o licy  towards the products o f small in du stries . The 
Plan forsaw the formation o f the Small Scale Industries Develop­
ment Organisation (see below)..

The plan id e n tifie s  p r io r ity  industries fo r  particu lar empha­
s is , they are : agro-industries; semi manufactured products o f  
copper and brass; chemicals, f e r t i l i z e r s ,  cement and ceramics; 
mining equipment; agricu ltu ra l to o ls ;  and building components.
In general i t  favours industries processing lo ca l agricu ltural 
and forestry  raw m aterials and those based on lo ca l mineral 
resources and /  or lo ca l manufacturing cap ita l and intermediate 
goods.

Co-operatives are id e n tifie d  as having an important ro le  to 
play as "the whole programme o f  sm all-scale industries develop­
ment w ill  include the rural reconstruction  centres, co -operatives, 
v illa g e  industries, ex isting  and emerging small private entre­
preneurs and parastatal companies." I t  i s  envisaged that 
"industria l co-operatives in  townships and v illa g e s  w il l  be 
set up. These w ill  engage in various types o f  sm all-scale 
and cottage industries . . .  under the overa ll supervision and 
support o f  the Small Scale Industries Development Corporation."

The plan recognises that " l i t t l e  progress" was made during the 
period o f the second plan in the development o f rural and small- 
scale industries and aims to in stitu te  corrective  measures.

5.2 In stitu tion a l Support fo r  Industry and Industria l 
Uo-operatives

Small Industries Development Organisation

The third plan charges the M inistry o f  Industry, Commerce and 
Foreign Trade to id en tify  individual poten tia l p ro jects  and 
undertake fe a s ib il it y  studies in the p r io r ity  in du stries, and 
to establish  a Small Industries Development Organisation which 
w ill take over the studies. TheBe w ill  be o ffered  to  "p riva te , 
parastatal and /  or co-operative in vestors ."

The Org anisation was beginning i t s  operations at the end o f 
1981 and offered  consultancy, fin a n c ia l, procurement, marketing 
and industria l estate serv ices . The organisation was also 
established to coordinate the a c t iv it ie s  o f  a l l  small and 
cottage industries whether operated by private entrepreneurs, 
parastatal companies or indu stria l co-operatives. I t  receives 
support from UNIDO in the form o f experts and funds for  
industria l fe a s ib i l i t y  studies.

V illage Industry Service (VIS)
VIS was established in 1979 and came into operation in 1980.
I t  was set up to stim ulate, a ss ist and promote v illa g e  industry 
development nationally  in an organised way. It  functions to 
coordinate in it ia t iv e s , assemble fe a s ib i l i t y  data, maintain 
advisory and information serv ices , loca te  and exp lo it new 
p o s s ib i l i t ie s ,  to  provide education and train ing , to  a ssist 
with marketing, and to  promote v illa g e  industry through church 
and soc ia l bodies.
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VIS works through lo ca l in stitu tion s , providing the sp eci­
a lised  inputs to a ss ist applicants with th eir  fin a n cia l 
applications. I t  has begun to work with p ro jects  in  a 
varied range o f  sm all-scale a c t iv it ie s  but in  a l l  cases i t  
in s is ts  that the individuals or groups concerned make a s ig n i­
fican t cap ita l contribution  .of th e ir  own. VIS has planned a 
v illa g e  industry training scheme with UNIDO support.

VIS has a women's co-operative p ro ject planned and the outline 
o f  th is  is  presented in  section  6.

The Bank o f Zambia

The Bank is  a central bank and not prim arily a lending in s t itu ­
t io n . I t  has however played a s ig n ifica n t part in  the Stan­
ding Committee on Small-Scale Industries which has been 
preparing the way fo r  new forms o f  development finance fo r  
sm all-scale in du stries .

The Development Bank o f Zambia (DBZ)

DBZ is  the main source o f  finance fo r  industria l and agricu l­
tural development and to date has been the only source o f  
fixed  cap ita l loans fo r  industry. Sm all-scale industry has 
not received s ig n ifica n t funding from th is  source however.

Commercial Banks in Zambia

There are three foreign  owned commercial banks and one state 
owned National Bank. They have been a source o f  short-term 
cred it only to  date and therefore have not made any s ig n i f i ­
cant contribution -to  industria l development.

Department o f  Technical and Vocational Training

The department o f  the Ministry o f  Education has tech n ica l 
and vocational schools which o f fe r  technical courses and courses 
in industria l trades. The industria l sector sponsors about 
h a lf o f  the students but the number o f graduates has not been 
su ffic ie n t  to meet the requirements o f  industry p a rticu la r ly  
in accountancy, bookkeeping, business studies and secre ta r ia l 
f i e ld s .

5*3 Finance for  Industry

Financial provisions fo r  industry and fo r  sm all-scale industry 
in particu lar are not well developed in Zambia.and th is  c lea r ly  
has lim ited developments in the past. With the new emphasis 
on the development o f  sm all-scale industry plans fo r  the 
improvement o f  cred it arrangements are at an advanced stage o f 
preparation.

To date, banks have demanded from applicants as per normal 
banking practice  evidence o f  competence and o f commercial 
v ia b ility , and security  usually equal to twice the value o f  the 
loan required. Applicants have not been able to approach one 
in stitu tion  to meet a l l  th eir  fin an cia l requirements as 
the commercial banks only provided short-term cred it and only 
the DBZ would provide finance fo r  fixtîd cap ita l investments 
although the minimum i t  would lend was K25,000.



With the Third National Development P lan 's proposals fo r  small- 
scale industry, a Standing Committee on Small-Scale 
Industrial Financing was established with representatives from 
a l l  fin an cia l in s titu tion s , the Cabinet O ffic e , m ultilateral 
development organisations and the un iversity . The standing 
committee's task was to idan tify  the problems o f  financing 
sm all-scale industry and to develop so lu tion s . The f i r s t  
problem idn en tified  was that the banking acts made no p ro ­
v is ion  fo r  lending to sm all-scale industries and i t  has now 
been recognised that ammendments are required. Other 
proposals made by the committee are that banks should play 
a more p os it iv e  developmental r o le , long- and short-term cred it 
should be available from one in s t itu t io n , there should be a 
lowering o f mini mum cred it lim its , there should be a lowering 
o f demands fo r  secu rity , there should be d if fe r e n t ia l  in terest 
rates fo r  p r io r ity  areas and Industries, there should be 
repayment grace periods, a government cred it guarantee scheme 
should be established, and supervision and support fo r  
borrowers should be provided by the Small Industries 
Development Organisation.

5.4- Support fo r  Industria l Co-operatives

Industria l co-operatives have been id e n tifie d  as having a 
general ro le  in  sm all-scale indu stria l development but no 
s p e c if ic  provisions have been made fo r  them. As sm all-scale 
industries they w ill  f a l l  under the overa ll supervision o f 
the Small Industries Development Organisation, and where 
appropriate they w il l  be given support by VIS. Present 
developments though are not being related  to  those undertaken 
in  the past with indu stria l co -operatives. No industria l 
co-operative extension, development, education or support 
arrangements have been made to complement the tech n ica l services 
provided by the various organisations, and the p oten tia l fo r  
linkages between ex istin g  co-operative in stitu tion s  and newly 
forming indu stria l development organisations or the industria l 
co-operatives they promote have not been explored.

Clearly support from the new organisations, and from VIS In 
p articu lar, w ill  make up fo r  some o f  the .problems, 
industria l co-operatives have previously encountered. There 
remains an important ro le  fo r  the co-operative movement 
in terms o f  promotion, organisational support, integration  o f 
the d iffe ren t branches o f the movement, and education and 
train ing s p e c if ic a lly  geared to  producers' co -operatives.
I f  the movement could provide such se rv ice s , the present 
e ffo r ts  o f  VIS and other organisations would be more certain, 
to  be su ccessfu l.

The Zambia Co-operative Federation has expressed i t s  in terest 
in  developing a p ro ject along these lin es  and a draft outline 
o f  th is  is  presented- in  the next section .
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6 PROPOSALS FOR THE FUTURE DEVELOPMENT OF INDUSTRIAL 
CO-OPERATIVES IN ZAMBIA

6.1 The Conditions fo r  Successful Industria l Co-operative 
Development

Industrial co-operatives have not had a great success in the 
past although a few are in operation. I f  they are to  succeed 
in the future they w ill  probably do so only in the context o f 
a general development programme fo r  manufacturing industry as 
many o f  th e ir  problems have derived from the problems o f the 
way manufacturing industry has operated and the lack o f 
favourable conditions fo r  the development o f  the sm all-scale 
sector . Industrial co-operative success w ill  also depend on 
adequate fundin g , member commitment, adequate support f a c i l i ­
t ie s  and linkages with the rest o f  the co-operative movement, 
and adequate provisions fo r  the business tra in ing  and co­
operative education o f  members.

National development p o licy  has long expected the co-operative 
movement to play an important r o le .  Encouragement has been 
given at various times to production co-operatives in  both 
agriculture and industry. The Co-operative S oc ie ties  Act 
defines the development function o f  co-operatives as

"increasing incomes and employment by a fu lle r  
u t iliz a t io n  .of resources, including the . . .  
processing o f agricu ltural and natural products, 
the development o f  lo ca l in du stries, and 
processing o f raw m ateria ls."

Co-operatives are also seen as a means o f  "contributing to the 
economy an increased measure o f  democratic con trol o f  economic 
a c t iv it y " . D if f ic u lt ie s  experienced over the years with 
producer co-operatives appears to  have led to  a watering down 
o f  these commitments in recent plans fo r  the industria l se c to r .

Present development a c t iv it ie s  aimed at foster in g  the growth 
o f sm all-scale rural industry in Zambia, p a rticu la rly  as the 
organisations involved w ill  cater fo r  indu stria l co-operatives 
as w ell as private enterprises w il l  help to improve the pre­
va ilin g  conditions fo r  co-operative development, p articu larly  
on the technical s ide . Assistance w il l  a lso  be available 
to  help new starts obtain finance , but a l l  schemes expect 
the entrepreneur/members to make a substantial fin an cia l 
contribution at the ou tset. This means that the schemes w ill  
not help the poorest members o f  the labourforce whatever th eir  
leve l o f  commitment and w illingnes to contribute th eir  labour 
and reinvest p r o f it s .  Means to fo s te r  member commitment and, 
in the f i r s t  instance, to develop popular awareness o f  the 
potentia l for  industria l co-operatives have not yet been 
developed and th is  may well hold back developments. Links 
with the established co-operative movement and with ex isting  
co-operative in stitu tion s  have not been established to date 
by a l l  the organisations now involved in small industry 
promotion and finance and th is  too w ill  not help' the develop­
ment o f  new co-operatives. F ina lly , provisions have not beén 
made fo r  close and continuing technica l support to new
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industria l co -operatives, p articu larly  as none o f  the agencies 
involved have experience with th is form o f organisation.
Education in co-operation  and in business s p e c if ic a lly  aimed 
at industria l co-operatives is  also unavailable.

6 .2  Pro.ject Proposals

Two p ro jects  have been drawn up in provisional form which 
could help to  f i l l  the gaps in  present programmes. The f i r s t ,  
proposed fo r  discusssion  only at the present stage by VIS, 
aims to  extend i t s  a c t iv it ie s  in  sm all-scale rural indu stria l 
development to help rural women obtain employment and industria l 
co-operatives have been chosen as the best adapted organisational 
form. The second set o f  proposals which come from the Zambia 
Co-operative Federation are fo r  an experimental p ro ject which 
in providing extension, support, finance, and training fo r  
industria l co-operatives would complement the services now 
being developed by the two prin cipa l sm all-scale industry 
promotion organisations. This would be done by providing a 
s p e c if ic a lly  co-operative dimension and by extending oppor­
tu n ities  to  the poorer sections o f  the labourforce. There are 
other poten tia l in d u stria l co-operative p ro jects  in Zambia 
where support i s  required by established training schemes to 
develop co-operative employment opportunities fo r  th eir  
tra in ees. The ZCF is  to investigate these further.

6 .2 .1  V illage Women's Co-operatives : V illage Industry Service

Aims and O bjectives: As part o f  i t s  programme o f encouraging
the development o f  new rural industries including co -operative ly  
run indu stries, VTS intends to help womens' groups in  52 
v illa g e s  to  establish  co-operative in du stries. The immediate 
aim is  to  provide employment opportunities which are otherwise 
nonexistent fo r  women in the rural areas; the p ro ject also 
aims to  further the programme o f  sm all-scale and v illa g e  
industries development now under way in  Zambia to promote 
employment, d iv e rs ify  the economy, and develop industries 
meeting lo ca l needs using lo ca l m aterials.

Scope: The p ro ject intends to  have national coverage with
52 p ro jects  each employing an estimated 10 women.

P roject Programme : VTS is  already involved in the process 
o f  idjaentifying possib le  business opportunities and w ill 
help the groups concerned to develop sm all-scale industria l 
or manufacturing enterprises which w il l  exp lo it available 
lo ca l resources and cater fo r  lo ca l demands which are at 
present unmet or met only inadequately through high priced 
imported goods. VTS w ill  give a l l  necessary assistance to 
the co-operatives but expects them to become s e lf -r e l ia n t  in 
the shortest p ossib le  time. Once the v illa g e  groups and 
poten tia l business opportunities are id e n tifie d , VIS intends 
to run a train ing scheme in Lusaka fo r  one member o f  each 
group rovering s p e c if ica lly  business management. The trainees 
w ill  be equipped to instruct th e ir  fe llow  members on return to 
the v i l la g e . The co-operatives w ill  then be established and 
VTS w ill  make i t  a condition o f  i t s  support that 10% o f  to ta l 
cap ita l costs -  on average £1,500 -  come from lo ca l 
contributions.



23

Support Required : VTS w ill  undertake p ro ject id e n tifica t io n  
and development together with the groups concerned. I t  w ill  
also undertake to supervise the p ro jects  once established. 
Assistance is  required to meet the costs o f  train ing and also 
fo r  loan finance for  the co-operatives themselves.

Estimated Training Costs 50,000
Estimated Loan Finance 650,000
Total f inanc ia l assistance K?0O,000

Executing Organisation : V illage  Industry Service , PO Box 
35500, Lusaka, Zambia

6 .2 .2  Industrial Co-operative Extension and Support Service :
Zambia Co-operative Federation

Aims and O bjectives : The p ro je ct w il l  be a p i lo t  one to  lay 
the foundations fo r  indu stria l co-operative development se rv i­
ces to  complement and extend ex istin g  sm all-scale in du stria l 
development services in  Zambia. The s p e c if ic  ob jectiv es  
would be

-  to  develop extension, promotion and other servrces 
fo r  industria l co -operatives;

-  to  develop the s k i l ls  o f  Zambians in the techniques o f 
industria l co-operative development;

-  to  provide sp ecia lised  services fo r  indu stria l co­
operative organisation to ensure the managerial and 
organisational v ia b i l i t y  o f  industria l co-operatives 
which ben efit from other sources o f tech n ica l assistance;

-  to  provide intensive support services to  new s ta rts ;

-  to  investigate and assess the fe a s ib i l i t y  o f  business 
and manufacruring proposals both in economic terms 
and in  terms o f  th e ir  v ia b i l i t y  as indu stria l 
co -op era tives;

-  to  provide education and train ing fo r  members;

-  to  help extend sm all-scale industria l development 
through industria l co-operatives tc  the poorer and
less  advantaged sections o f  the population, p a rticu la r ly  
by providing small seed cap ita l loans;

-  to  operate in i t ia l ly  on a small scale in selected  areas 
so that the ben efits  o f  intensive support can be 
assured and assessed;

-  to  id en tify  any impediments in  the way o f indu stria l 
co-operative development and take steps to remove them; and

-  to develop, i f  the in i t ia l  resu lts  are p o s it iv e , large 
scale services fo r  indu stria l co-operatives.

P roject Programme and Methods : The pro ject would run in i t ia l ly
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fo r  a period o f two years with a small professional s ta f f  : two 
expatriate technical assistants and two Zambian counterparts.
The techn ica l assistance would be fo r  a l imited period only to 
ensure the development o f  Zambian s k i l ls .  The early stages o f  
the p ro ject would be spent planning the d e ta ils  o f  the programme 
and developing p u b lic ity  and extension serv ices . Subsequently 
the p ro ject would be f ie ld  orientated in order that intensive 
and d irect support could be provided to the new co -op era tives . 
Apart from contributing to the development o f  new s ta rts , the 
p ro ject could provide financi-J. assistance in  the form o f  seed 
cap ita l loans or grants where these would make the d iffe ren ce  
between success and fa ilu re  or would be a means o f  a ttractin g  
further finance from other sources. Zambian profession al s ta f f  
would in  a l l  p robab ility  require orientation  and tra in ing  in 
the promotion and operation o f  indu stria l co-operatives and 
thi3 would be an important part o f  the technical a ssista n ts ' 
b r ie f .

■finance and Support Required : The Zambia Co-operative Federa­
tion  does not have the means to  support th is  p ro je c t  and a l l  
necessary funds would probably have to be provided by b i -  or 
m u lti-la tera l doners. A deta iled  budget has not been drawn 
up but would have to allow for

-  costs o f  two technica l assistants fo r  two years
-  sa laries fo r  two Zambian counterparts including f i e ld  

allowances;
-  wages and sa laries fo r  three support personnel;
-  o f f ic e  cap ita l and running costs ;
-  veh icle  and transport co s ts ; and
-  a loan fund o f  the order o f K300,000 over two years

to provide 50% funding fo r  400 jobs in  40 co -op era tives .

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



25

Appendix : L ist o f Works Consulted

1970 Government o f Zambia, The Co-operative S ocie ties  A ct,
Act No 65 o f 1970.

1979 Republic o f Zambia, O ffice  o f  the President, National 
commission fo r  Development Planning, Third National 
Development Plan, 1979-83.

1979 UNIDO, International Centre fo r  Industria l Studies,
Country Industr; ¿1 Development P ro file  o f  the Republic 
o f  Zambia.

1980 Republic o f  Zambia, M inistry o f  Lancs and A gricu lture, 
Department o f  Marketing and C o-operatives, Annual 
Report fo r  the Year Ended 51st December, 1978T

1980 Republic o f Zambia, O ffice  o f  the President, National 
Commission fo r  Development Planning, Third National 
Development Plan : Annual Plan 1980.

1981 Saxena, S.K. Sc S. Svedberg, Programme fo r  Co-operative 
Development in  Zambia.

1981 Republic c f  Zambia, O ffice  o f  the President, National
Commission fo r  Development Planning, Economic Report 1980.

n .d . Chivuno, L .S . , Address to  Small Scale and V illage
Industries Programme Seminar, National Commi ss-i nn fo r  
TWpInpniflnt P l a n n i n g .

n .d . Mapona, J. (Mrs), Financial Constraints Pacing V illage 
People, V illage Industry Service"!

n .d . Recommendation by the Two Committees on P o licy  and 
Procedures fo r  Sanctioning Loans to Small-Scale 
Industries.



CONFERENCE OIT THE SOCIAL AND ECONOMIC POTENTIAL OP INDUSTRIAL 
CO-OFERATIVES IN DEVELOPING COUNTRIES

Industrial Co-operation and i t s  Future in  Zimbabwe

Nicholas Mahoney

Report o f  UNIDO Mission to  Zimbabwe December, 1981



CONTENTS

Overview

1

2

3

Introduction
1.1 The Country Background
1.2 National P o lic ie s  and Programmes
1.3 Government Polie;.- on Co-operative Development

The Co-operative Movement in Zimbabwe
2.1 A P ro file  o f the Co-operative Movement
2.2  The Development o f  the Movement

Table 1 The Development o f  the Co-operative 
Movement in Zimbabwe

2 -  3 The Marketing and Co-operative Services Section

The Economy and the Development o f  Manufacturing Industry
3 - 1 The Economy and Employment 
3-2 The Manufacturing Sector

4 Industrial Co-operatives
4.1 Co-operative Industry in . Zimbabwe
4.2 Industrial Co-operatives : Three Case Studies

4 .2 .1  Canon Paterson Craft Centre Co-operative
4 .2 .2  Zimbabwe Welding and Metal Work Co-operative
4 .2 .3  Harare Weaving Centre Co-operative

5 Summary and Conclusions
5'.1 The Present Position  o f Industria l Co-operatives
5.2 The Potential for Industrial Co-operatives in

Zimbabwe
5.3 Future Developments 

Appendix : L ist o f Works Consulted



OVERVIEW
There are very few industrial co-operatives in Zimbabwe at 
the present time although inrerest in them is  growing among 
poten tia l members and they could well make a s ig n ifica n t 
contribution to the implement a t■on o f the new Government's 
p o lic ie s  for  economic and so c ia l development.

Manufacturing industry in Zimbabwe is  re la tiv e ly  well develo­
ped and i t  plays an important ro le  in the economy. It has 
developed however largely  in the urban sectors and its  fu l l  
ben efits  have not been fe lt  by the rural population. With 
the planned development o f  the rural economy and o f  small- 
scale industries throughout the country, industria l co­
operatives could play a s ign ifica n t ro le , not only in terms 
o f  economic growth and employment creation , but a lso in 
terms o f  further work-place democracy and the more equitable 
d istribu tion  o f income through the whole population.

The co-operative movement is  well established and is  growing 
rap id ly , but, to date, there has been no active  promotion o f 
indu stria l 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 idea lly  they required. No concrete propos­
a ls  have been drawn up for industria l co-operative development 
in  Zimbabwe but i f  current trends continue, such co-operatives 
could w ell play an important ro le  there in the future.



1 INTRODUCTION

1.1 'The Country Background

Zimbabwe became independent on 18th April ^980 a fter  a war 
which had made t'-'C ■•sands o f people homeless, severely damaged 
much o f the economy, and divided the black and white popula­
tion , to say nothing o f it s  costs in terms o f human l i f e .
The new Government therefore took as i t s  f i r s t  p r io r it ie s  
the implementation o f i t s  programme o f re con cilia t ion , 
reh a b ilita tion , resettlement and reconstruction even while 
i t  began to develop it s  new economic and p o l i t ic a l  p o l ic ie s .

Zimbabwe is  a landlocked country o f 391,000 square kilom etres 
in south-central A frica . I t  has a re la tiv e ly  w ell developed 
internal communications network o f road and r a i l  although 
much o f the r a i l  network had to  be reconstructed a fter  the 
war. I t  has links to the sea by r a il  via the ports o f 
Maputo and beira and via South African ports but a l l  the 
routes have some problems. Much o f Zimbabwe is  su itable 
for  agriculture and its  d iffe ren t regions allow for  d ivers­
i f ie d  farming with ca tt le , 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 
deposits with gold , followed by asbestos and n ickel being the 
three biggest contributors to mineral export earnings.

Zimbabwe's population in 1979 was an estimated 7.25 m illion  
o f  whom 96% were black and 3.3% white. With a re la tiv e ly  
high b irth  rate, more than 55% o f  the population is  under 15 - 
The urban population is  20% o f  the to ta l ,  and over tw o-thirds 
o f  th is  is  concentrated in the two towns o f  Salisbury and 
Bulawayo. A sign ifican t proportion o f  young men migrate fo r  
work out o f  the rural areas leaving an unbalanced labour 
force  there. Many o f the rural areas are overcrowded, these 
concentrations o f  population and the consequent pressure on 
resources having been caused, in part, by the d istribu tion  o f 
the country's land along ra c ia l lin e s .

Zimbabwe is  a c la ss ic  case o f a 'dual economy'. I t  has, on 
the one hand, a fa ir ly  advanced and sophisticated 'modern' 
commercial and agricu ltural sector and, on the other, a rural 
subsistence sector which is  one o f the most underdeveloped in 
the world. Investments have long been concentrated in the 
'modern' sector and as a consequence there are huge d iffe re n ­
t ia ls  in labour productivity  between i t  and the subsistence 
sector resu lting in gross inequa lities in income o f the order 
o f  20 :1 . Income d iffe re n t ia ls  also ex ist within the 'modern' 
sector i t s e l f  where black workers in 1979 had average earnings 
o f  Z$1,180 while other workers had average earnings o f 
Z311,950.

1.2 National P o lic ie s  and Programmes

The Government has already taken steps to redress the so c ia l 
and economic balance in the country but in the long-term i t  
plans to rely  on economic growth and in particu lar rural
development, combined with a more egalitarian income



d istribu tion  to bring about che cnanges ’ t d esires .

In February 1931, the Government published Growth with Equity: 
An Economic P olicy  Statement whicu set out its  polio;* guide- 
l in e s . Zimbabwe is  to become a socket*;/ 1 ased on s o c ia l is t ,  
egalitarian  and democratic p rin cip les and is  to pursue 
p o lic ie s  to ensure rapid economic growth, fu ll  employment, 
p rice  s ta b il ity , dynamic e ffic ie n cy  in resource a lloca tion  and 
an equitable d istribu tion  o f the ensuing b en e fits . Among 
the further ob jectives outlined in 'Growth with Equity' o f  
relevance here are rural economic development, the training 
and mobilisat*on o f human•resources, and the deumcratisation 
o f the work place in a l l  sectors o f  the economy.

1.3 Government P olicy  on Co-operative Development

The Government o f Zimbabwe has proclaimed i t s  adherance to 
s o c ia lis t  p rin cip les and co-operative methods. The precise  
formulation o f these p o lic ie s  and programmes fo r  th eir  imple­
mentation have yet to be completed but i t  is  c lear that the 
ambivalent attitude o f  previous adm inistrations towards the 
development o f co-operatives to serve the peasant sector  w ill 
be replaced by a strongly supportive one. This supportive 
attitude has already been demonstrated by the provision  o f 
short-term finance to the agricu ltural serv ice  (marketing and 
supply) co-operatives in 1980 and the a llo ca tion  o f  consider­
able funds fo r  th e ir  in frastuctura l development in 1981. The 
Government has advocated the establishment o f co-operative 
enterprises over a wide range o f economic a c t iv it ie s  and 
has made clea r i t s  close  in terest in the formatinn o f production 
co-operatives, p articu larly  in the agricu ltura l sector .

2 THE CO-OPERATIVE MOVEMENT IN ZIMBABWE

2.1 A P ro file  o f  the Co-operative Movement

The co-operative movement in Zimbabwe is  predominantly 
concentrated in the agricu ltural sector and fo r  the most 
part i t s  a c t iv it ie s  are the supply o f agricu ltural inputs and 
the marketing o f produce. Since independence, however, the 
most rapidly growing sectors o f  the movement have been the 
farming production co-operatives followed by industria l and 
related co-operatives. Rapid growth has not yet been matched 
by high leve ls  o f  economic a c t iv ity  but, i f  present trends 
continue, co-operative production w ill  soon play a very 
dynamic ro le  in the movement.

In 1980 there were 3?6 registered and operational co-operatives 
o f which 13 were secondary or apex so c ie t ie s  and the rest 
primaries. The majority o f the primary co-operatives (91%) 
were agricu ltural and almost a l l  o f  these agricu ltural supply 
and sa le . The second largest category comprised Credit Unions 
and T hrift and Loan co-operatives which together made up 6%. 
There were four industria l or handicraft co -operatives, two 
consumer, two housing, and three miscellaneous co-operatives 
also in operation.



By August '!98'1, the number o f co-operatives had increased by 
8%. There was a small increase in the number o f agricu ltura l 
supply and sale co-operatives (-*-2%), but Che number o f  re g is ­
tered agricu ltural production co-operatives increased from 1 
to 19, and grew to 25 by December, even though the m ajority 
were not fu lly  operational. At the same time, the number 
o f industria l co-operatives increased to ? (+75%) and at 
least 2 more had been registered  by December.

2 .2  The Development o f  the Movement

The co-operative movement -  b a s ica lly  an agricu ltura l movement 
-  has h is to r ica lly  served the in terests o f black farmers in 
' communal' and sm all-scale commercial farming areas. At f i r s t ,  
i t  simply acted as a channel fo r  the purchase o f a gricu ltu ra l 
produce by the statutory marketing boards. Since 197^-, 
however, many agricu ltural co-operatives have a lso  been hand­
lin g  agricu ltural inputs and even consumer goods and so have 
developed into multi-purpose rural co-operatives in  p ra ct ice . 
With help from the secondary unions, co-operatives have 
recently  been advanced cred it to enable them to make cash 
purchases o f  grains. The overa ll s ign ifican ce  o f  the movement 
in agricu ltural marketing can be gauged from the fa ct that in 
1980 i t  handled Z23.4- m illion  o f produce in  a year in which 
marketed agricu ltural produce from the peasant farmer sector  
was an estimated ZS28.9 m illion  while that fo r  the commercial 
farming sector  was about ZS590 m illion .

While i t  is  c lear that the movement was not encouraged to play 
a central economic ro le  under the pre-independence adminis­
tra tion , i t  has showed a cred itab le  rate o f  growth in turnover 
over the last two decades. Turnover increased from Z$144-,000 
in  I960, through Z $2  m illion  in 1970, to almost Z$15 m illion  
in  1980 (see Table 1 ) .  Between 1979 and 1980, the value o f 
produce marketed by the 4-5,000 strong membership o f  the 
agricu ltural sector co-operatives increased by 100% to  Z$3-^ 
m illion . Over the same period , trading increased by over 500% 
to  Z211.3 m illion . This was because the agricu itu ra i co­
operative unions and the primary co-operatives played a centra l 
ro le  in the procurement and d istribu tion  o f inputs under the 
UNHCR R ehabilitation  Scheme, the Agricultural Finance Corpora­
tion  Small Farm Credit Scheme, and the Government's Drought 
R e lie f Scheme.

The 12 co-operative unions have been instrumental in the 
development o f  primary agricu ltura l s o c ie t ie s  in recent years. 
Apart from the cred it scheme already mentioned, which the 
unions arranged with the Agricultural Finance Corporation, 
the unions now have 4-0 lo ca l d istribu tion  depots and 4-00 
co lle c t io n  depots as well as 12 consumer stores .

The development o f industria l and related co-operatives w ill  
be discussed further in section  4.

2.3 The Marketing and Co-operative Services Section

Government support fo r  and supervision o f co-operatives in 
Zimbabwe is  undertaken by the Marketing and Co-operative 
Services Section o f the Ministry o f  Lands, Resettlement and



T a b l e  1  The developm ent: o f  t h e  C o - o p e r a t i v e  M ovem ent, Zimbabwe

Number in
Type Year Operation Membership Capital Turnover

Agricultural i960 21 1 830 Q 430 143 974-
Supply and 
Marketing 1970 283 22 397 143 066 2 000 720

1980 331 44 863 316 852 14 744 101
Credit i960 NA NA NA NA

Unions
1970 14 1 861 930 NA

1980 18 2 023 1 534- 48 420
Other I960 2 483 21 OITS0 NA

Co-operatives
1970 4 193 80 546 NA
1980 13 4- 332 132 747 NA

Source : Report o f  the D irector o f  Marketing and Co-operative 
Services, 1980.



Rural Development (form erly tne Ministry o f  A gricu ltu re). The 
Section has a very small headcuarrsrs s ta ff  with two sub­
section s, Development and Technical, each with i t s  own 
Assistant D irector. I t  has f ie ld  o f f ic e s  in each o f Zimbabwe's 
eight provinces undertaking servicing and extension functions. 
At the present time, the section  does not have it s  fu l l  
complement o f s ta ff  and i t  is  f e l t  that to provide an accept­
able lev e l o f  extension services to the expanding co-operative 
movement, i t  requires substantial a lloca tion s o f f i nance and 
sk illed  s ta f f .
I t  has been proposed thât the present Section become a 
Department o f  the Ministry and that i t  consist o f  four new 
sections : -

1 F ield to service agricu ltural marketing and supply co­
operatives and agricu ltural c o lle c t iv e s , and to  develop 
infrastructure :

2 P l a n n i n g  and Research to undertake these functions 
along with education, train ing and promotion;

3 Savings and Credit to deal with cred it unions, other
co-operative fin a n cia l in stitu tion s , and n on -agricu l- 
tural (including in du stria l) co -operatives: and

4- Technical to deal with reg is tra tion , inspection  and 
au d it, and other lega l and fin an cia l matters.

The present p r io r it ie s  o f the Section are i t s  own reorganisa­
tion  so that i t  can cope e ffe c t iv e ly  with increased demand 
and changing p o lic ie s ,  the development o f concrete programmes 
to implement national p o licy  on co-operation , and the continu­
ation o f  i t s  work with the very important agricu ltu ra l sector 
o f  the movement.

3 THE ECONOMY AND THE DEVELOPMENT OF MANUFACTURING INDUSTRY

3.1 The Economy and Employment

Zimbabwe's economy has grown and changed stu ctu ra lly  over the 
last 15 years but i t s  development has been a ffected  s ig n ifica n ­
t ly  by sanctions and by the war.

Over the period 1965-79, GDP in current p rices grew by 17-1% 
per annum on average and in constant prices by 4.1% per annum. 
Between 1965 and 1974, growth in constant p rices  was as high 
as 8.4% per annum but a fter  that i t  f e l l  to 2.1% per annum.
In 1980 a real growth o f between 4 and 6% was expected.
Constant GDP per capita increased during 1965-74 but then f e l l  
back u n t il, in 1979, i t  was at almost exactly the same leve l 
as in  1965- Pet capita income in current p rices  in  1979 was 
an estimated Z$365- Foreign trade in 1964/65 was equivalent 
to more than 70% o f GDP but by 1979 i t  had fa llen  to 50% and 
deteriorating  terms o f trade meant that the country had to 
export more than twice the volume o f good3 to buy the same 
amount o f imported goods as it  had in

Growth in the decade *965-75 was largely concentrated in the 
'modern' sector and particu larly  in manufacturing industry.



o

To save foreign exchange, the trend towards import su bstit­
ution and processed exports was accelerated. In the same 
period agriculture almost doubled i t s  output. The decline 
a fter  1975 was due to a combination o f circumstances: the
tightening o f sanctions, the escalation  o f  the war, and 
severe shortages o f foreign  exchange. Replacement o f 
capital equipment was kept to a minimum and independent 
Zimbabwe inherited a stock o f over-aged, largely  worn out 
and often  obselete cap ita l stock.

The war had a serious negative impact on the rural areas. In 
the agricu ltural sector over 1 m illion  ca tt le  died and much o f  
the physical in frastructure was destroyed. The so c ia l in fra ­
structure was damaged too and th is  had knock on e ffe c ts  fo r  
the rural economy.

The structure o f  the economy has changed s ig n ifica n tly  over 
the la st 25 years and th is  is  re fle c te d  in  the composition o f  
GBP. In 1954-, the agricu ltural sector accounted fo r  29% o f 
GDP, manufacturing fo r  15% and mining fo r  9%- By 1965, the 
proportions had changed so that agricu lture accounted for  
21%, manufacturing fo r  19% and mining fo r  7%- By 1975, 
agricu ltu re 's  and mining's shares had remained steady at 21% 
and 7% resp ective ly , but that o f manufacturing had grown to 
24-%. In 1979, a gross breakdown o f GDP was: agriculture 12%, 
mining 8%, manufacturing 30% and services including m ilitary 
spending 50%.
About one th ird  o f the economically active  population are in 
'modern' sector employment. Employment in th is  sector grew 
faster than did the population between 1965 and 1975 but 
with the general downturn a fter  th is  time i t  f e l l  back even 
while- population continued to grow. Even in a longer term 
perspective, employment has not kept pact with economic 
growth. For example, while between 1954- and 1975 manufacturing 
industry 's output grew at an annual rate o f  8.9% per annum in 
real terms, employment in th is  same sector  grew by only 2.8% 
per annum. The breakdown o f employment in the 'modern' sector 
in 1979 was agricu lture 34-%, mining 6% manufacturing 19% and 
services 41%.

Despite high and increasing leve ls  o f  un- and under-employment, 
Zimbabwe su ffers from a shortage o f sk illed  labour. The 
Government plans to establish  training programmes and to 
increase s k i l ls  as w ell as to expand employment opportunities 
through the development and use o f  labour intensive technology. 
The new Government's p o licy  on labour and unemployment iden­
t i f i e s  two areas where i t  intends to a ct. F irs t ly  i t  w ill  
pursue it s  rural development programme and, secondly, i t  w ill  
iden tify  ways in which i t  can act to increase employment 
opportunities in the informal sector where i t  fe e ls  the 
greatest poten tia l fo r  job creation e x is ts .

3-2 The Manufacturing Sector

Manufacturing industry has been the mo3t rapidly growing sector 
in Zimbabwe's economy in terms o f output fo r  many years. Its  
development has however been lim ited by the small domestic 
market in which very wide income d iffe re n t ia ls  e x is t , even



though i t  has been able to export in  the past to less indus­
tr ia lis e d  neighbours. Industries have not developed s ig n i f i ­
cant economies o f  scale on the whole : l e s  than 9% o f a l l  
inudstria l units have more than SCO employees while over half 
have less than 50.

Manufacturing industr;^ has developed which is  based on lo ca l 
raw materials and i t  has benefitted  from the w ell developed 
transport system. I t  is  however predominantly foreign  owned 
with 69% foreign  and only 3̂ % lo ca l ca p ita l.

Metal and metal based industries accounted fo r  22% o f  the 
manufacturing s e c to r 's  output in  1971 -  having increased from 
16% in 1964- when food and beverages were the most important 
sub-sector. In 1974-, cap ita l and intermediate goods accoun­
ted fo r  67% o f  to ta l sector output, with engineering playing 
an important r o le , while consumer goods manufacturing included 
food  and beverages, c loth ing , furn iture, consumer durables, 
and pharmaceuticals. Engineering and consumer goods manu­
facture is  p articu larly  dependent on lo ca l m aterials, even 
though machine inputs are generally imported, while the 
chemical industry r e lie s  on imported raw m ateria ls.

Sanctions, as mentioned, led to a s ig n ifica n t increase in 
manufacturing output^ they a lso resulted  in a great d iv e rs i­
f ica t io n  in products produced increasing the country 's s e l f -  
su ffic ien cy  in manufactured goods.

The d istribu tion  o f manufacturing industry through the country 
has been influenced by the loca tion  o f  raw materials. -  so that 
much basic and processing industry is  situated near sources o f  
supply -  and-the loca tion  o f  markets -  so that consumer goods 
manufacture is  located near the urban centres. The developed 
transport system has o f fs e t  th e se .e ffe c ts  somewhat and since 
1963, growth .as been more rapid outside the main urban 
lo ca tion s . In the two prin cipa l towns o f Salisbury and Bulawayo 
are to be found enterprises which account fo r  73% o f net output 
and 74-% o f manufacturing employment, proportions which fo llow  
c lo se ly  the d istribu tion  o f the urban population.

The new Government has proposed to develop economic p o lic ie s  
which w ill lead to  the further expansion o f  the manufacturing 
sector , concentrating on export promotion and import su bsti­
tu tion . I t  also plans the geographical d ecen tra lisa tion  o f 
industry and it s  development in rural areas; part o f th is  
strategy w ill  be to develop further the linkages between 
ex isting  manufacturing industry, peasant agricu ltu re , and 
sm all-scale industries.

The development o f  sm all-scale industry and the increased use 
o f  labour intensive technologies w ill  not necessarily  lead to 
a decline in produ ctiv ity . In the past, net output per 
employee in manufacturing industry employing le ss  than 10 
people was equal to the average fo r  a l l  manufacturing industry; 
output in firms employing between 11 and 20 was 93% o f the 
average, and in firms employing 21-50 i t  was 92%.

Consumer industries are the most lik e ly  to develop in 
Zimbabwe as capital goods industries rely  generally on



economies o f scale unattainable 1_I1 till e limit;ea market a va il­
able. In sectors such as footwear and cloth ing, the techno­
logy employed is  largely  scale neutral and therefore small 
enterprises situated close to th eir fin a l market should be 
v iab le . Other industries too , such as building m aterials and 
agricu ltural implement spares, could locate  near rural consu­
mers. Small scale rural industries could increase the linkages 
between the agricu ltural and the industrial sectors .

Several programmes and organisations e x is t , or are planned, 
to promote industria l development. One o f  the Government's 
proposals is  to develop Urban Growth Points outside the main 
centres. The M in istry  o f  Industry and Energy Development is  
to  undertake a 2-J year p ro ject with UNIDO for  Small-Scale 
Rural Based Industries Support Services. There is  also 
support fo r  new developments available from the Zimbabwe 
Industry Advisory Services and the In stitu te  o f Business 
Management.

There are no s p e c ific  provisions at present fo r  in du stria l 
co-operatives however and th is  is  a p ity . Given the ex istin g  
manufacturing base, the Government's commitment to sm all- 
scale rural based labour intensive industry u t i l iz in g  lo ca l 
materials and serving lo ca l markets, combined with the commit­
ment to equitable d istribu tion  o f the benefits and democracy 
in the work p lace , industria l co-operatives would seem to be 
the most advantageous choice o f  enterprise structure.

4 INDUSTRIAL CO-OPERATIVES

4.1 Co-operative Industry in Zimbabwe

Industrial and related co-operatives are underdeveloped and 
do not have a long trad ition  in Zimbabwe. There are about 9 
in the country -  over h a lf o f which were f i r s t  registered  in 
1981. A c tiv it ie s  o f the indu stria l co-operatives include 
te x t ile s  and clothing; (2 ) ,  cra fts  and home industries (2 ) ,  
printing (1 ) ,  metal (1 ) ,  and building (1 ) .  Some o f  the co­
operatives are fu l l  jo in t production industria l co-operatives 
though probably the m ajority ex ist fo r  jo in t  supply and 
marketing.

Industrial co-operatives have not been promoted by the autho­
r i t ie s .  Once they are registered they have o f f i c i a l  audits 
and some have received some advice and assistance, although 
there has been no coordinated programme o f  specia lised  
support.

The co-oporatives fa l l  into two d is t in ct  categories as regards 
th eir  o r ig in s . Some -  usually the ea r lie r  ones -  have come 
into existence as the result o f the promotional work o f 
independent organisations. Of these, only some have become 
fu lly  indpendent as regards ownership and con tro l. The others 
-  usually those most recently  registered -  have been formed on 
the spontaneous co lle c t iv e  in it ia t iv e  o f  th eir members. Most 
o f these are so recent that i t  is  d i f f i c u l t  to gauge th eir  
p oten tia l. What can be said is  that for the industrial
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co-operatives where figures are ava ilab le , many are severely 
undercapitalised.

As noted above, there has been a substantial growth in the 
number o f production co-operatives in Zimbabwe since indepen­
dence. Up to the present there has been no active promotional 
campain and no coordinated support serv ices . However, recent 
developments suggest that there is  a widespread in terest 
in  co-operative production in industry, manifesting i t s e l f  
in certain  spontaneous in it ia t iv e s , which could, with 
encouragement and support, form the basis o f  a new indu stria l 
co-operative sector . The rate o f  growth since independence 
also suggests that whether or not the Government o f Zimbabwe 
is  able to undertake an active  promotion and support campain, 
demands fo r  assistance from the authorities are l ik e ly  to  
increase.
L it t le  s ta t is t ic a l  or d escrip tive  m aterial on indu stria l 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  i l lu s tra te  the poten tia l 
and problems o f  the small indu stria l co-operative sector  in 
the country.
4 .2  Industria l Co-operatives : Three Case Studies

4 .2 .1  Canon Paterson Craft Centre Co-operative S ociety

The sculptors who formed th is  co-operative were or ig in a lly  
brought together on the in it ia t iv e  o f  Canon Paterson -  a fter  
whom the co-operative is  named -  in 1975 in order to ben efit 
as individual a r t is ts  from economies o f  scale in  the market.. 
When Canon Paterson died, the co-operative was form ally 
registered  with 37 members and the number grew stead ily  u n til 
i t  stood at 127 in ^981.

The members are sculptors in soapstone and wood, p ra ctic in g  
a trad ition a l cra ft and producing both tra d ition a l and modern 
designs. While a l l  members produce ind iv idua lly , they under­
take c o lle c t iv e ly , through the co -operative , to  bulk buy raw 
materials on cred it , to rent premises in which up to about 
40 people can work at any one time, to run two shops in 
Salisbury, and to organise bulk marketing and exh ib ition s. 
Members purchase stone ind ividually  as they need i t  in  small 
quantities from the co-operative and can place th eir  products 
in  the co-operative shops to be sold  on a commission b a sis .
The co-operative now employs three s ta f f  to manage i t s  a f fa ir s  
although a l l  the sculptor-members are self-em ployed.

Apart from sales through it s  shops, the co-operative has 
received bulk orders from, and has held exhibitions in Europe 
and South A frica . Sulk orders are however interm ittent and 
exhibitions d i f f i c u l t  to arrange without the kind o f external 
assistance which was provided in 1981 fo r  the f i r s t  time by 
the Government. A heavy and at the same time fra g ile  product 
adds to the marketing d i f f i c u l t i e s .  Apart from its  shops, the 
co-operative has not been able to develop i t s  marketing 
system atically, and members' production and th eir sales through 
the co-operative are well below capacity .



The members work individual!;/ either in the co-operative or 
elsewhere and s e l l  through the co-operative and on th e ir  own 
when the;/ can. S ign ificant d iffe re n tia ls  in earnings ex ist 
among members, and some sculptors have even found i t  necessary 
to take employment -  as sculptors -  in South A frica  in order 
to make a liv in g .

The co-operative i t s e l f  is  fin a n cia lly  sound with stea d ily , 
i f  slowly, increasing sales each year -  Z#27,000 in 1980 -  
and a rea l growth in assets. I ts  income comes from a small 
monthly subscription from members and from sales o f  stone and 
finished carvings. I ts  cap ita l base is  partly  members' share 
cap ita l -  ZSJ14-2 -  but largely  reserves created out o f  retained 
p ro fits .

Since the death o f i t s  sponsor, the co-operative has been 
self-managed with an e lected  committee and a q u a lified  book­
keeper. The Marketing and Co-operative Services Section 
audits the accounts and th is  is  necessary as they are not 
well understood by a l l  the members.

The Craft Centre Co-operative provides valuable services to  
it s  members and makes a p ositive  contribution  to  employment 
lo ca lly . Because o f i t s  marketing problems i t  does not operate 
at a le v e l though which is  necessary to provide them a l l  with 
an adequate le v e l o f  income. As a well established cra ft 
supply and sale co-operative, i t  could be taken as a
model fo r  the development o f sim ilar ventures by other c ra fts ­
people in the country, id ea lly  where production is  fo r  lo ca l 
markets and not highly dependent on the tou rist trade.

A-.2.2 Zimbabwe Welding and Metal Work Producers Co-operative

The Metal Work co-operative is  s t i l l  in i t s  infancy but perhaps 
illu s tra te s  w ell the poten tia l fo r  industria l co-operatives 
in post independence Zimbabwe. During the independence war, 
a number o f re la tiv e ly  sk illed  independent metal workers and 
panel beaters came together to  overcome the d i f f i c u l t i e s  they 
had obtaining metal supplies -  particu larly  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 co-operative with 10 members.

The members hoped that as a co-operative they could develop 
bulk-buying, obtain larger contracts, and open a factory 
equipped with fin ish in g  equipment. In th e ir  few months o f 
operation, they have managed to develop the bulk buying and 
have put a deposit on a municipally owned fa ctory , but in 
other respects -  particu larly  regarding production and 
marketing -  they have not yet made any progress.

The members work in three separate locations -  two in one, 
three in another, and fiv e  in another. They continue to work 
as individuals or as partners and have employees and appren­
t ice s  who are not members o f the co-operative . They undertake 
small jobs , including the manufacture o f  window and door frames 
panel beating and welding, and s e ll  from the f^ont o f th e ir  
workshops finding th eir  customers by word o f mouth.
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Membership is  open to the employees and apprentices but as 
the co-operative in s is ts  on Z025'"-' share cap ita l to be paid on 
jo in in g , these people are e ffe c t iv e ly  barred. The share capi­
ta l has been put to  good use to purchase large quantities o f  
materials which are then re -so ld  to members at normal small 
auantity p rices . The p ro fit  so far has been retained and the 
funds are earmarked fo r  the purchase o f equipment fo r  the new 
factory .

The co-operative is  en tire ly  run by i t s  members and has 
received no help from outside except fo r  the services o f  a 
lawyer to whom normal commercial fees have been paid . I t  
has approached a bank fo r  loan finance but th is  was refused 
on the grounds that the co-operative could not o f fe r  any 
security . Saving at i t s  present rate , however, the co-opera­
tiv e  should soon be in  a p osition  to equip it s  new factory  
and members plan then to begin jo in t  production rather than 
continue to organise work as self-em ployed individuals.

The development o f  the Metal Work co-operative over a very 
short period illu s tra te s  the advantages and poten tia l o f  
co-operative organisation in manufacturing industry and 
indicates the demand that is  lik e ly  to grow in Zimbabwe fo r  
support services fo r  developments in the sector . Finance 
and above a l l  assistance and technica l support on the organisa­
tion  o f joint-production  in industria l co-operatives are 
c lea rly  necessary i f  popular in it ia t iv e s  o f th is  kind are to 
flou rish .

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 
fo r  i t s  products but i t  operates at a very low lev e l largely  
due to organisational problems.

The co-operative emerged in 1967 out o f  a women's group. A 
training centre was established with the aim o f equipping 
women with s k i l ls  which would enable them to go on to paid 
employment, either within the group or on an individual b a s is . 
As a training scheme the co-operative has had some success, 
for.many ex-trainees have become successfu l independent 
business women. As a co-operative organised for jo in t  pro­
duction by i t s  employee-members, i t  has largely  fa ile d  with 
a turnover o f only Z2>5,000 in 1980.

The co-operative combines training with manufacture, and 
undertakes spinning, weaving, carpet making, dressmaking, and 
other related a c t iv it ie s .  I t  was formally constituted as a 
co-operative in 1976 and ha3 37 members now, although only a 
small number are employed.

Throughout its  h istory , the co-operative has operated under 
the sponsorship o f a support organisation, of which several 
have been involved over the years. The co-operative has 
almost always been dependent on the support organisation 
fo r  finance -  member share capital is only Z#37, fo r  
premises, equipment, and fo r  training. At most times too, 
i t  has been dependent on the support organisation fo r
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management, entrepreneurship, and. innovation, although there 
have been b r ie f periods o f  self-management.

The members did not make a p os it iv e  decision  to form a co­
operative but rather had this thrust upon them. They had not 
had any p rior  business training or co-operative education and 
many had l i t t l e  understanding o f the p rin cip les  o f  co-opera­
tion  or the formal organisation o f a co-operative even a fte r  
many years o f  membership.

Relations between the support organisations and the e lected  
co-operative committee have generally been unclear with the 
former overshadowing the la tte r  and perpetuating i t s  dependency. 
The d is tin ction  between supportive advice and con trol has 
not been drawn and elected committees have complained o f  
resp on sib ility  without authority. The p os ition  would not 
have been so bad had the support organisations kept proper 
fin a n cia l records but th is  was not always the ca se .

In 1981, under the la test support organisation, only a few 
members work. One o f  these is  on a salary, the others on 
p iece -ra tes , and they work alongside trainees and sometimes 
even employees engaged by the support organisation i t s e l f .
The support organisation is  providing the working ca p ita l, 
i t  is  taking a l l  the in it ia t iv e s , and the le v e l o f  member 
participation  is  very low. D ivisions among members now run 
deep, between those who are w illin g  to work fo r  the support 
organisation or who cannot do without the regular income and 
those who do not want to work there.

Even though fin a n cia l assistance has been arranged with an 
international charity and a few people are receiv in g  some 
training or are in employment, the future o f  the co-operative 
is  very uncertain.

The lessons to be drawn from th is  case are that co-operatives 
need adequate finance to l i f t  them above the hand to mouth 
leve l and to  give them some independence, th e ir  members need 
business and co-operative education and must have a degree o f 
commitment to  the co-operative, and support organisations must 
work in such a way as to combine necessary assistance with the 
development o f se lf-re lia n ce  among members.

5 SUMMARY AND CONCLUSIONS

5-1 The Present Position of Industrial Co-operatives

At the present time there are only a few industria l co­
operatives in the country and the industria l and production 
sectors o f  the co-operative movement are re la tiv e ly  new and 
underdeveloped. There are however strong indications o f  a 
growing popular interest in production co-operatives o f a l l  
kinds and there have been a number o f spontaneous developments.

There is  nc coordinated programme o f industria l co-operative 
promotion nor are there an,v extension or education services
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available. The ex istin g  organizations with a potentia l in terest in 
indusxrisix co—opéraiives clo net uàVç tile rascurces or t**s sxpsn cn cc - — 
develop such a programme on th eir  own at the present moment. The Marketing 
and Co-operative Services Section located in  the M inistry o f  Land, Resettlement 
and Rural Development, is  hard pressed to work with new and ex is tin g  co-operatives 
in the agricu ltural sector which has always been it s  primary concern. Other 
organizations - the M inistry o f  Industry and Energy Development and the 
independent Zimbabwe Industry Advisory Service and the In stitu te  o f  Business 
Management have not to date developed a service fo r  industria l co-operatives.
Given the lack o f  in terest under previous administrations in  th is  form o f 
development and the consequent lack o f  experience with industria l co-operatives 
in  Zimbabwe, no s p e c ia lis t  support i s  availab le . Support from inexperienced 
support organizations has not always proved successfu l.

The industria l co-operatives and related  co-operatives which do ex ist are 
a l l  in  low ca p ita l, labour intensive sectors o f  industry. Even in  these 
sectors however, members find  i t  d i f f i c u l t  to ra ise  the finance necessary to 
launch th e ir  ventures and ex istin g  sources o f  cred it do not cater fo r  them. 
Co-operative members are on the whole inexperienced in  managing small firms 
above the self-em ployed le v e l, and one hasr-had previous experience in  the 
sometimes d i f f i c u l t  area o f  organizing jo in t  production co-operatives.

5.2 The Potentia l fo r  Industrial Co-operatives in  Zimbabwe

There is  a great potentia l fo r  the development o f  industria l co-operatives 
at the present. Zimbabwe has an ex istin g  manufacturing base and a p a r t ia lly  
developed market fo r  industria l goods. I t  has a strong and rapidly growing 
co-operative movement with a long tra d ition  o f  serving the in terests  o f  the 
poorer sections o f  the population. At the same time there are ind ications 
that there has been a growing popular in terest in  production co-operatives 
since the country 's independence and a growth in  the sector  even without strong 
inducement» or o f f i c i a l  promotion and encouragement.

The developments which appear to be underway are in  lin e  with the new 
Government’ s p o licy  proposals. The Government is  in terested  in  the development 
o f  sm all-scale, labour intensive, rural industries; i t  is  a lso committed to 
democracy in the workplace and the equitable d istr ib u tion  o f  economic b en e fits .
It  is  not surprising that i t  has indicated i t s  in terest in  production 
co-operatives in  a l l  sectors o f  the economy. Industria l co-operatives would 
appear to o f fe r  the Government a means o f  implementing i t s  economic p o licy  
proposals fo r  manufacturing industry and to  provide a form o f  organization which 
would achieve the associated soc ia l developments i t  wishes to encourage.

For many sm all-scale artisans and cra ft workers, industria l co-operatives o f  
the supply and sale variety  could be established re la t iv e ly  e a s ily . There are 
existing models in the country which could be follow ed, and the economic benefits  
which would accrue to individual producers from co-operative bulk purchasing 
and marketing have already been demonstrated.

Joint production co-operatives would be the better  form fo r  sm all-scale 
industrial development but, given the lack o f  experience and the attention 
which has to be given to th is  specia l form o f  industria l organization, la rge- 
scale developments o f  th is  kind w ill  probably not occur without a co-ordinated 
programme o f support.
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No industria l co-operative projects have been planned in Zimbabwe and no 
fin an cia l provisions have been made fo r  any such p ro ject to be implemented. 
Current trends suggest that demand fo r  support from industria l co—operatives 
and people wishing to form them is  l ik e ly  to grow. In view o f  th is  the 
follow ing guidelines fo r  a future prograrane have been prepared.

An industria l co-operative development programme «ould have t o :

-  Provide fo r  the education and tra in ing o f  members in  such areas 
as business management, the theory and practice  o f  co-operation , 
and the particu lar com plexities o f  co-operative jo in t production; 
the programme should also be able to  give members access to technical 
train ing where required;

-  Develop Technical and Support Services to  a ss is t  in  the preparation 
o f  fe a s ib i l i t y  studies, to advise on organizational problems as 
they a rise , and to  ensure the e f f ic ie n t  yet democratic operation o f  
the co-operatives formed; the serv ices would have to  be developed so 
as to  provide a l l  necessary assistance while ensuring the steady 
development o f  members towards fu l l  self-management and s e lf-r e lia n c e ;

-  ProvicLa access to appropriate sources o f  finance tdiich would ensure 
simultaneously that new and ex is tin g  co-operatives were adequately 
funded while ensuring the secu rity  and proper use o f  scarce ca p ita l; 
and

-  Develop an extension and p u b lic ity  serv ice  in  order to  introduce
the widest possible audience to the ben efits  o f  industria l co-operation .

In i t s  early  stages the programme would:-

-  Explore and investigate the potentia l fo r  in d u stria l co -operatives, 
to  examine manufacturing and conmercial opportunities which best lend 
themselves to industria l co-operative development in  both organizational 
and economic terms, and to investigate the f u l l  extent o f  in terest
in  and commitment to industria l co-operation  among potentia l members; 
such an exploratory stage would be necessary given the underdeveloped 
position  o f  the industria l co-operative sector  and the general lack o f  
pre-programme studies;

-  Examine and prepare fo r  the appropriate involvement o f  voluntary agencies 
such agencies have made some contribution to in du stria l co-operative 
development already : n  Zimbabwe and while recognizing that in  some other 
countries voluntary agencies have proved very successfu l th e ir  
appropriateness in the Zimbabwe context would have to be care fu lly  
considered;

-  Make a study o f  ex istin g  co-operative law as w ell as company and 
commercial law to ensure that there is  an adequate lega l framework 
fo r  joint-production  co-operatives and, i f  necessary, to recommend 
amendmments and to draft by-laws fo r  use by individual co-operatives.

The programme would have to be organized so that there w as;-



-  Pull involvement o f  a l l  in terested  M inistries and departments, 
i n  particu lar the M inistries o f  Industry and Energy Development, 
o f  Manpower Planning- and Development, o f  Youth Sport and 
Recreation, o f  Education and Culture, and o f  course the Marketing 
and Co-operative Services Section  o f  the M inistry o f  Lands, 
Resettlement and Rural Development; broad involvement would be 
necessary to  ensure e ffe c t iv e  co-ord ination  with related  projects 
and also to ensure the resources o f  a l l  possib le  M inistries were 
available to  the developing sector ;

-  Pse o f  expatriate techn ica l assistance only to  the extent that 
expertise was not already available in  Zimbabwe, and fo r  the 
minimum time necessary to  estab lish  the programne; and

-  Emphasis on the orien tation  and tra in ing o f  Zimbabwean s ta ff  to 
ensure the programme's continuation and development.

An in i t ia l  programme duration o f  3 years should be s u ff ic ie n t  to  d iscover 
whether or not i t  would prove e f fe c t iv e .  Technical assistance might be 
considered necessary fo r  the early  exploratory and tra in ing stages and fo r  
in i t ia l  implementation but could probably be dispensed with a fte r  two years.
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