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Development of Industrial Co-overatives in Tanzania

Report of the Consultant on Industrial Co-operative

ABSTRACT

Title of Project:

Number of Project:
Purpose of Project:

Start of the Project:

Duration of the Project:

Duration of mission of
Consultant on Industrial
Co-operative Legislation:

Date of Report:

Legislation
Development of Industrial Co-operatives
Phase II
US/URT/81/200

To provide the basis for the continuous
development of industrial co-operatives
so that they may contrizute to the develop-
ment of Tanzania towards self-reliance.

The immediate objectives are:;

A. to assist in the formation of an Indus-
trial Co-operative Develooment Depart-
ment within the Small Industries Deve-
lopment Organization to form the focal
point for industrial co-operative deve-
lopment in Tanzania;

to assist the industrial co-operatives
to set up and initially operate a Union
of Industrial Co-operatives tu promote
the successrtul development of co-opera-
tive industries.

1 July, 1381
2 years

14 weeks spread over 11 months

First Draf<:
April 1983

November 1982, Final Report:

This report gives a review of the newly promulgated lagislation affec-—
7

ting the development of industrial co-operatives in Tanzania,
the Co-operative Societies Act and Rules, 1382,

including
the Co-operative Audit

and Supervision Act, Local Government Acts and ralavant Amendment Acts.

It also covers proposed model by-laws Zor primary co-operative socie-

ties and matters related to their internal organization as well as the

constitution and by-laws

of a proposed representative body of indus-

trial co-operatives at the national level.

The report is basad on four technical reports on the development of

industrial co-operatives and their legal framework =2laborated by the

project manager, Mr. D.M.
texts,
and on discussions wiszh
organizati.ons,

oroject team.

£iald visits durin

aXper=s on co-operacive

Scott during 1980 and 1972, on relavant lagal

§ two missions zo Tanzan:ia in 1982 and 1233
jovernmenc o0fficials, officers of parastatal
devalopment and the UNIDO/3IDO
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The report is subdivided in 35 parts, following the terms o

“f

which were summarized by the project manager to cover the Iollowing

four itams:

1. Reviaw the new laws governing the ogperation o, or aifectin
co-operative societies in general and industrial co-operatives
in particular to deternine any constraints to industrial co-ope-
rative development and to racommend any changes or improvements
required either in principle or in detail in any future lagisla-
tion. (Part I of the Report)
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2. Review the new Mcdel 3v-laws for industr
commend any possible variations for &iZ: t
including a simplifiad version for very smail
rules for para-co-operatives Or probationary <¢o-o0
full registration and non-workers' industrial cg-oper
(Parts II, III and V of the Report)
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3. Review the new By-laws f£or the Union of Industrial Co-operatives
and recommend useful changes or additions. (Part IV of the Repcrt

4. Contribute the necessary legal section or sections of a comprshen-
sive guide for prospective industrial co-operatives, includin
partnerships and private concerns wishing to convert taemselves
into industrial co-operatives, in liaison with the Expert in In-
dustrial Co-operative Management (Covered by separate document
being prepared by the UNIDO/SIDO project teamn).

A memorandum on "Arguments for Setting up a Secondary Sociatv of
Industrial Co-operatives”" preparasd at the request of the Ministar

for Industries to help in the discussions on forming a National Union
of Industrial Co-operatives, which was latsr Zisallowed by the
Minister of State responsibls for co-operative development, is rspro-

duced in Appendix II.

The main £findings of the rsport are the following:

The new co-operative legislation can only be considered as one s

r

eo
in the long term process to develcp an aporopriate lagal Zramewcrk
-

for co-operative sociatiss and their unions and Za2deracticns i Tanzania.

The Co-operative Sccieties Act, the Rules and the model by-laws pre-
pared essentially by the Ministry responsible for co-operative deve-
lopment were obviously drafted under time pressur2. All these texts
still have certain weaknesses which are analyzed in some detail in
the report.

apar= from reccmmendacions and suggestiosns on now £ ov2rsime tnese
o]

weaxnesses in conecept, in zachnizal mattars

w

né in Zdrafsing =<echnigues,

it 13 ra2commended %0 establisn 3 small =achnical commictee 0 nonitor

)




the effacts of the new legislation on co-operativse development, tO
evaluate the performance of the government machinery for promotion
and control of co-operative sociaties established under the new law.
to study areas where the law can be improved and to come forward
with racommendacions for a less comprashensive, mors consistent and
less restrictive legislation governing co-operative societias in

Tanzania.
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Introduction

The UNIDO Project No. US/URT/81/200, Development of Induscri-

al Co-cperatives in Tanzania included a short-tarm mission of a con-
sultant on Industrial Co-cperative Legislation. The terms of refaren-
ce of the consultant on industrial co-operative legislation included
to -

1. Review the laws affecting co-operatives in general and industrial
co-operatives in particular tc determine any constraints to indus-
trial co-ornerative develcpment and to recommend any future changes

or improvements required either in principle or in detail.

2. Review the new Model By-laws for industrial co-operatives and re-
commend any possible variations for differsnt types of society in-
cluding a simplified version for very small societies and basic
rules for para-cooperatives or probationary co-operatives before
full registration.

3. Review the new Draft By-laws for the proposed Union of Industrial
Co-operatives, recommend any useful charnges or additions and ad-
vise on the legal basis for the formation of the Union.

4. Contribute the necessary legal sections of a comprenhensive guide
for prospective industrial co-operatives, including partnerships
and private concerns wishing to convert themselves into iadustri-
al co-operatives, in liaison with the expert in Industrial Co-opera-
tive Management.

5. Prepare, in liaison with the Expert ia Industrial Co-operative
Management, a check-list of areas wnhich would or could regquira
the formulation of interaal rules within an industrial co-operati-
ve socliety, 2.9. the signing of cheqgues on behalf of the sociauy.

6. Advise, time permitting and oppportunity arising, the committee or
committees respensible for drafting the Rules of the new Co-ope-
rative Societies Act, Model By-laws for the new multi-purpose rural
co-operative societies and any further co-operative legislation
likely to affect industrial development to'ensure the effectiveness
of industrial co-operative development as far as possible.

7. Assist the project in anv other way on legal matters aZfecting its
WOrK,
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The assignment was planned according to the following formula:

- six weeks in the field to study 2xisting legislation and iadus-
trial co-operatives (July/August 1382),

- two weeks desk work at Marburg/Germany to prepare a drait resport,

- in February 19383 second visit to Tanzania of about 2 toc 3 weeks
to discuss the suggestions contained in the draft repor:t with

the government,

- three weeks desk work at Marbury/Germany %o prepare the Zinal ra-
port.

This report i35 the £inal, partly revised and supolemented wvars
the first draft report sent to Tanzania in November 198: and discussed
with the UNIDO/SIDO project team in Fepruary 1983.

The £irst visit t¢ Tanzania was undertaken between 11 July and 17
August, 1982. Although the new co-operative legislation =0 be reviaw-
ed was known in its draft form (Co-overative Socisties 3ill) and

the new Co-opnrrative Socleties Act, 1282 had been passed in the
National Assembly in April 1982, the official printad text of the

Act was only available on 27 July 1982 (by receiving the copy di-
rectly from the Government Printer). Another problem was Lo arrange
meetings with high ranking government officers who worked partly

in Dodema and partly in Dar es Salaam and who wers Zfrequently tizd

up attending meetings of the National Assembly and of committes.

On the whole it was possible to follow the plannad work scheduls with
the necessary modifications (c¢f. Appendix I, infra pop.37-90).

Apart from studying the relevant legal documents and hackground ma-
terials, 17 industrial co-operatives were visited in the Dar 2s Salaam
area, in Morogoro, Mesii and Tanga, which permitfad =20 gain a2 mera
direct 1nsight into the practical and legal problems which industrial
co-cperative societies have t¢ face in Tanzania.

During the first visit of Tanzania there was neither opportunity nor
time to advise the committee responsible for drafting the Rules under
the new Co-operative Societiss Act, 1982.

The draft of the Report was completed in November 1232 andé sen:t =o

Tanzania Zor study and commenss «nicn wer2 raceivad in Wwrizin
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On 10th December, 1932 the Co-operative Sociatiss Rules were published
as Government Notice No. 143 of 1982 and a copy was sent to Marburg.
Cn 29th December, 1982 SIDO received copies of the draft model by-laws
for rural and industrial co-operative societias preparad by the Prime
Minister's Office (PMO) on the basis of the new co-operative lagisla-
tion.

The second visit tc Tanzania was undertaken between 10th and 25th Fe-
bruary, 1983. inclucding a two days briefing at UNIDO/Vienna.

The timing of the second visit proved to be very favourable. The draft
mocel by-laws prepared by the PMO were due for final discussion with
the Advisory Committee to the Cabinet and the Cco-operative Secretariat
when the rapporteur arrived in Dar-es-Salaam. At the request of the
UNIDO/SIDO team the Minister for Industries arranged Zor a meeting
with the Co-operative Secretariat to discuss the PMO draft model by-

laws for industrial co-operatives before they were finallv adopted.

In this way it was possible to agree with the Co-operative Secrastariat

on some important amendments of the proposed model by-laws for indus-

o

rial co-operatives.

Aftar the Government nhad disapproved of the formation of a secondary
co-operative sociaty of industrial co-operatives at the national level,
ttempts had been made by representatives of industrial co-operatives
to form a pressurs group along the lines proposed by the Minister of

State respcnsible for co-operative development.

A first National Confersnce was neld in Dar-es-Salaam on 4th rebruary,
17383, A national formation committee was =2lacted and a task force was
set up to prepare a second Vational Confersnce of Industrial Co-ope-
ratives in April 1933, to draft a constitution and by-laws for the pro-
posed association to be registered under the Societies Act. The rappor-
teur was invited toqgether with the UNIDO/SIDO team to attend a meeting
of the task force, held on 22nd February, 1983.

In February 1933 thes educational material "Starting an Industrial Co-
operative = Basic Zconomics” oreparad by MATCOM (Mr. Jos Jonckers) and

a first drafs oI the "Compr2nensive Sulde Ior Co-operzziivea Intrapra-
neurs” were availadia. This made it pos3sidble to agrze on =he Icrmac
of =ne "Guide Ior Zo-ogerative Zntragreneurs” and to draft a taxt come




bining the elements of the Guide prepared by Mr. B. Shepherd and the
parts on legal aspects prepared by the rapportsur.

Since the "Guide for Co-operative Entrepreneurs" is the rasult of a
joint effort of the UNIDQO/SIDO team and will have to be discusseé fur-
ther with the Tanzanian counterparts in SIDO and will eventually have
to be tested in the field, the draft of the "Guide for Co-operative
Entrepreneurs” is not included in this Reporct,

In retrospect it proved to be appropriate to split the mission of the
rapporteur into 4 stages, because in this way it was possible to adopt

a flexible time frame so that the Co-operative Societies Rules, 1982 and
the meodel bv-laws for primary co-operatives preparsed by the PMO, which
were not available during the first mission could be dealt with during
the second mission to Tanzania after having been studied withouc time

pressure in Marburg.

The Report covers all points of the terms of refsrence except item 4
concerning the legal aspects of the "Comprehensive Guide for Co-opera-

tive Entrepreneurs" which has been incorporated into a separate document.

The rapportesur takes this opportunity to exprass his sincere gratitude
to all institutions and persons in Tanzania who have helped him in
undertaking this mission and in particular to =~hank the Minister Zor
Industries, =he Hon. B.P?. Mramba, M.P., the Director General of SIDO,
Mz. E.B. Toroka, the UNIDO/SIDO project team, the Dar-es-Salaam Office
of the UNDP and the officers of UNIDG/Vienna involved in the project
for their support and assistance in carrying -~ut this missiocon.

Hans-H. MUikner
Marburg, April 1983




UNIDO Proiect No. US/URT/81/200

Development of Industrial Co-operatives in Tanzania

Final Report of the UNIDO Consultant on Industrial Co-operative

Legislation

Part I Comments on the laws affecting Co-operative societies

in general and industrial co-operatives in particular

The following laws were reviewed:

- The Co-operative Societies Act, 1982 (No. 14 of 1982;;

- The Local Government (District Authorities) Act, 1982
(No. 7 of 1982);

- The Local Government (Urban Authorities) Act, 1982
(No. 8 of 1982);

- The Local Government Finances Act, 1982 (No. 9 of 1982);

- The Tanzania Rural Development Bank (Amendment) Act, 1982
(No. 16 of 1982);

- The Co-operative Audit and Supervision Act, 1982
(No. 15 of 1982) and

- The Natiocnal Industries {Licensing and Registration)
(Amendment) Act, 1982 (No. 13 of 1982).

1. The Co-operative Societies Act, 1982

1l.1. General remarks

The new Co-operative Societies Act, 1982 replaces tne repealed
Co-operative Societies Act, 1968, which in turn is an enactment
based on the "Classical British-Indian Patteru of Co-operation”,
i.e. a law for state-sponsored co-operative societies developed
by =he British Colonial Government in India in 1904 and intro-

. , A s . 1)
duced into many countries of Asia and Africa around 1930 ",

The new Co-operative Socist.es Act also replaces tne V:iilages

and Tjamaa Villages {Registration, Designation and Aaminlsctra-

—
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tion) Act, 1975, repealed by section 195(¢) of the Local Govern-
ment (District Authorities) Act, 1982 in so far as it refesrread

to matters relatsed to co-operative societies. In fact, some pro-
visions and ideas contained in the new Co-operative Societlias AcCt
were taken from the Villages and Ujamaa Villages (Registration,
Designation and Administration) Act, 1373 (e.g. sections 22

to 30).

One of the characteristic features of the new Co-operative 3So-
cieties Act, 1982 is that it constitutes a combinaticn of secticons
taken from different sources. For instance, several sections

were taken unchanged or in a modified form from the Co-operative
Socisties Act of Zambia (No 67 of 1970), e.g. sections 7 to 11 and
31 to 60.

Some provisions were framed in line with recommendaticns made
during an International Seminar on Comparative Co-operative Law

in Eastern, Central and Southern African CountriesZ)

(2.g9. sec.
tions 13(2}), 20, 115, 1l18) wnile still others were based on
recommendacions made by the Ministry of Industries to acccommo-
date industrial co-operatives (e.g. sections 2 "industrial so-
cisty", 29(2)(e), 63, 64(2) and 103). The main body of the
provisions dealing with the internal organization and working

of co-operatives, legal technical matters like registration of
charges etc. and the powers of inspection, supervision and control
of government cver registered co-operative societies wera taken

almost unchanged from the Co-operative Societies Act, 1963.

The new law 1s a ccmpromise betwesen advocates ¢f the rz2-estap-
lishment of co-operative societiss as they exisced pefors 1375,
which were dissolved in 1976 and the assets of which were taxan
over by different governmental, parastatal and Party agencies

on the one hand3) ancd advocates of establishing new societies on
the other.

The clear option of the Party, which according to the Constitu-
tion of 1977 {Article 1), nas supremacy over all insticutions

and all polisical and governmenzal acntivities 1 Tar ania, L3

3}

-

>

favour of the 2staclisnment of new types Of Co-operativas and

e

=} jew TC-0pRerative 3tructur2s wnliln are N0t Privats susiiess




organizations but instruments for socialist construction, which

have as their main purpose the building of socialism in the

country.

According to official statements made by the President and by
Minister Kimiti the newly formed societies will be based in
villages ... and will be expected to play a crucial role to en-
sure increased agricultural production (cf. Daily News, July 9,
1982), the new co-operatives will not act as marketing organs as
it was the case with the previous societies, but rather be the
organs of fostering the development of co-coperative farming znd
improving the conditions of their members {(cf. Daily News, May 5,
1982).

They will conduct their affairs under the guidance and super-
vision of the Party (cf. Daily News, July 9, 1982).

The issue is confused by the fact that it is the officially stated
policy to re-establish the regional co-operative unions but not

to re-establish their base at the village level, i.e. the

primary co-operatives as they existed earlier. This may not be
possible, because the re-established regional or district unions
will be different from the ones that were dissolved in 1976.

The political discussion about re-establishing the old co-
operatives or establishing new ones has been decided in favour
of establishing new co-operative societies which are not private
enterprises but special types of organizations for the imple-
mentation of the policy of socialism and self-reliance (cf. long
title of the Co-operative Societies Act, 1982). This option is
underlined in several sections of the Co-operative Societies
Act, 1982, e.qg.

~ Section 4
"... The society shall be operated democratically on the
basis of the principles, methods and procedures of co-operation.
t shall thus strive in accordance with its democratic, so-
cialist and co-operative outlook -
- (a) to acceleratze the building of socialism by bringing about
socialist development both in rural and urban areas;




(b) to foster the develooment of ce-operative farming in
"

rural areas ...". (See alsoc sections 18(2){2) and
29(1) (i) Co-op. Soc. Act, 1982).

- Section 7
“The Minister shall take such measur=ss as he deems necsassary
for the encouragement ... of the organization of co-opera-
tive societies as a means oL - ...,
(o) contributing to the economy on incrz2ased measure oI
socialist ownersnip and democratic control of economic

activizies ...".

On the other hand, a large number of provisions of the Co-

operative Soci2ties Act, 1982 are clearly based con the model of

a co-operative society as a private self-help organization,

i.e. a non-exploitative group activity under the leadership and

coatrol of its members to take over such activities in the

economy which e2arlier were misused to exploit small producers,

i.e.

- supply with inputs(sections 18(2)(b), 29(2)(b) Co-op. Soc.
Act, 1982);

- credit (section 7{(c) Co-op.Soc. Act, 1982);

- marketing (section 7(4), 29(1lj(£), 29(3) Co-op.Scc.Act, 1332);

- transport (sections 18(2)(h)(1i), 29(2)(2) Co-op.Soc.Act, 1232);

- wholesaling (section 18(2)(a),(3) Co-op.Soc.Act, 1982).

The definition of the term "co-operative scciety"” in section 2
ne de

of the Co-op.Soc. Act, 1982, which corresponds to

o
(&1

ini-
tion given in para. 12(1l;(a) of Recommendaticn Nc. 127 of <zhe
Internatiocnal Labour Confe:ence4) describes a co-cgperative
society as

“an association of persons who have vcluntarily joined togetner
for the purpose of achieving a common end througn the formation
of a democratically controlled organization and who make equl-
table contributions to the capital, if any, rsquired for tne
formation of such an organization and who accept tne risks and
~ne penefits of the undartakiag in whicn =ney actively par-

. "
T.cLlzart=e.




Accerding to section 8(a) Co-op.Soc. Act, 1982 cthe Minister

shall take, authorise or approve sucn measures as ne deems ne-
cessary to -

"assist the organization of Co-operative societies among persons
or groups of persons who desire to provide themselves with, or
to market commadities or services, or both, on a co-operative

self-help basis."

Furthermore, the Minister shall disseminate information relaced

toc co-operative development, SO as to

“... promote interest in and understanding of co-operative

nrinciples and practices with a view to the encouragement of

the organization of co-operative societies based on self-help”

{section 9 Co-op. Soc. Act, 1982). |

In Section 61(1) societies which may be registered under the
Co-op.Soc. Act, 1982 are defined as

"... a society which has as its objects the promotion of tne
economic and social interests of its members by means of a
common undertaking based upon mutual aid and which ceniorms =o
the co-operative principles ...".

This mix of legal provisions reflecting two different concepts
of co-operative societies in one and the same law makes it
difficult to come to a <lear and consistent piece of legis-
lation.

There 15 still another conflict ¢f ideas contained in the new
Co-operative Societies Act, 1982. The new law is meant to cover
all types of co-operatives bcocth in rural and urban areas in-
cluding agricultural multipurpose co-operatives (societies for
rural development, section 22-30), industrial co-operatives
{sections 31-40), credit societies (sections 41-54) and con-
sumer societies (sections 55-60).

While there are some special provisions for each category of
o]

cieties (following the example cf tne Co-operative Societies

Act of Zampia, 1970), =ne main dody of the law (Parts o IV
and Par=s VI to XVIII! is applicapla =c all tnese 30Ci2Ti25 witn
a few 2xceptions. Par< V contains grovisions of & general




nature and special provisions related to the diffarant types of
soci2tias. Sections 1% tc 21 under th2 heading "Formaticn and
Organization of Socistias" purport tO be gengral provisions.

Ya+t, in two essential provisicns regulating the vertical sctruc-
ture of the cc-coperative movement in Tanzania (secticn 13 and
18(2)) the attention of the law-makers was focussed ma:aly on
rural development socistias or agriculitural multipursose co-
operatives, wnich certainly will constitute the bulx of the
societiss, wnile two general provisions on the vertical structurs
cf the co-operative movement (sections 14 and 19) stand side dy
side with these provisidns having an agricultural bias which
causes problems of interpratation. Had sections 15 and 13(2)

been placed under the special provisions for rural development

societies, this confusion could nave been avoicded.

With regard to co-operative activities in wvillages, tne new
law follows t2 a large extant the model of the repealed
Villages and Ujamaa Villages (Registrz:ion, Designadticn and
Administration) Act, 1973, 2.g. sections 22. 23 ané 24 Co-op.
Soc. Act, 1882.

Especially section 24(1) of che Co-op.Scc. Act, 1987 -Tipulating
automatic membersnip of all adult gersons residi- 1ICK1NgG

in a village is a contradiction to the definiti e term
"co-operative society” in section 2 of the Act, where volun-
tary membersnip is quoted as a characteristic feature oI co-
operative sccieties.

When studying the C. -cperative 3ociaties Act, 1332, the law .
gives the impra2ssion that some new basic provisions were addea
(in Parts II, III and V) to an existing text without adjust-
ing the entire text to the newly added parts.

The uncoordinated parallelism of general and special pro-
visions and of provisions related to state-controllad and Party-
guided co-operatives of the socralist type on the one nand

L
orovisions made I3r Ine Jrivat2 2nT2rsrls

and of e =yse of co-
. 1 - - 2 -
Jperatives, 2asad on th2alr Tempers’' Lnitlative, seli-nelp and
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nand, shows that the law is a compromise detween two different

schools of thougnt, however, a compromise which was laid down
in writing before the bargaining process was completed and
before a final agreement was reached between the two camps.

The law was obviously made under time pressure which explains

the rumerocus printing errors in the text.

Finally, the new law gives Government very stringent powers oi
supervision, direct intervention and control over co-operative
societies, for instance by empowering the Registrar/Commissioner
To require primary soclieties to form or join co-operative

unions (secticn 19), to amend by-laws of registered societies
(section 86), to dissolve the committee of co-operative so-
cieties (section 106} and to appoint a2 caretaker committee
(section 107), to direct societies how to invest their funds
(sectinn 114(2)), to conduct inquiries and inspections (sections
133, 134), <o order compulsory amalgamation or division (sec-
tions 138, 140) and to punish societies -hich do not comply

with his orders (section 169). Such powers can easily lead to
over-intervention by the Registrar/Commissioner and his staff
which may bring about some degree of passive participation,

but normally do not encourage active participation and volun-
tary involvement of the members.

1.2. Constraints to industrial co-operative development

At the request of the Ministry of Industries and based on the
work of the UNIDO/SIDO project for the development of indus-

trial co-operatives in Tanzania a number of provisions were
included into the new law which eliminate certain constraints

to industrial co-operative development which existed under the Co-
operative Societies Act, 1968.

The term "industrial society"” is defined in the interpretation
section (section 2). However, -he exact meaning of the term
ramains amoiguous. In section 2 of the Co-op.Scc. Act, 19wl
indusztr.al societies are defined as "registered societiszs

whnose principal cbjectives are manuiacturing Or maxing or
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servicing or assembling of industrial goods and whose mempers
are raspectively manufacturers, craftsmen, artisans, 1n-
dustrial workers and apprentices", which means that indus-
trial societies are by definition workers' productive co-
operative sociaties where all "workers" (i.2. persons working
in the joint business ) are members and all members are

workers.

This is in line with the findings and recommendations of the
UNIDQ/SIDO project reportsS). However, in the special provi-
sions on industrial co-operative societies (sections 31-40
Co-op.Soc. Act, 1982) taken over from the Co-operative Socie-
ties Act of Zaimbia (cf.sections 46-52, 80. 8l Zambian Co-0p.
Soc. Act, 1970), the law does not limit industrial societies
to the type of workers' productive societies but expressly
mentions other types, L.e2.

- labour contracting societies undertaking centracts or sub-
contracts by provision orf labour and tachnical services,
materials and eguipment ... where members organise their
work for a contractor and thus are not self-employed
{section 32(b), Co-op. Soc. Act, 193z2),

- supply and marketing societiss of craftsmen or skilled workars
operating their own individual workshops (sections 32(c¢)
and (d4), 34(a),(b) and (c), 35(b) Co-op.Soc. Act, 1382),

and expressly does not give a conclusive enumeration of types

of industrial societies which may be formed under the Act

(section 3172) Co-op.Soc. Act, 1982).

The new law .5 mor=2 flexibls regarding the minimum numper of
persons who can establish a co-operative society (section
63(1)) and regarding the minimum age of members (section o64(2)).

It also allows urban co-operatives with a small membership to
elect a small committee of 4 (section 103(1)) and to pay tnem
for their work (section 103(1)).

raer nand, zne new law contains a aumper oI Provisiions

2
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1.2.1. No industrial cc-operatives in viliiages

The most imporzant provision in this categcry is section 23(1l}
Co-op.Soc. Act, 1982 which expressly prohipnits tne operaticn

of registered industrial co-cperative societies in a village.
(For more details on the distinction between co-operatives

in villages, rural areas and urban areas see "Arguments for
Setting up a Secondary Society of Industrial Co-operatives,
Appendix II, infra, pp. 100-105). The only manner in which small
industries or joint workshops of craftsmen can be operatad 1in

a co-operative way in a village is to fcrm co-operative Groups
within the framework of a village multipurpose cc-operative

society (section 23(2) Co-op.Soc. Act, 1982).

The functions of a rural co-operative society may include
according to section 29(2)(e}) Co-cop.Soc. Act, 1982
"producing, preparing, adapting, processing and manufacIuring
goods, wares, merchandise from matarials cf every cdesCript-

tion for sale or under contract".

According to the underlying concept of this part of the Acrt,
the village multipurpcse co-operative soclety snall act as the
central co-operative organization in tne village under which
a number of specialized sub-groups may operate their ;oint
business, however, this has to be done under the direction
and planning of the wvillage co-operative development com-
mittee and under conditions set by this committee (section 30
Co-op.Soc. Act, 1982). Furthermore, according te section
109(3) Co-op.Soc. Act, 1982 "all revenue of a registered
society shall be paid into the general fund of the registered
society: provided that any receipt derived from any trade,
industry, works, service or undertaking carried on by or de-
longing to a registered society may, with the approval of the
Registrar, be paid either in whole or in part intoc a separatce
fund".

During zhe UNIDC/ICA Conferance con tne Eccnomic anc Sociail

potenctial ©f Induszr:ial Co-operatives .n Developing Countries,
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in Arusha in February 1982, it was esmphasized that a major
criterion for success of industrial co-cgerativas 13 tnac

members work essencially for themselves iaad that the main
motivaticon to work L1a industrial co-operazives and to max=z
sacrifices (low pay., long working hours. re-investment of surplas
ané personal risks) is the feeling to b2 seli-employed anc

not to depend on any employers).

This statanent is confirmed by the researcn wark carried cut

7 . - -
) when it was found that fourteen

by the UNIDO/SIDO project team
active and successful industrial co-operatives in villages
wers acting autonomeusly, taking their own decisions and con-
troling their own finances, whereas five socisties which wvere
attempting to operate within the village legislation (i.e. the
Villages and Ujamaa Villages (Registration, Designaticn and
Administracion) Act, 1975) had become virtually defunct and

wera discontinued.

Hence, it can be predicted that the new law pronibiting
autonomous industrial co-operatives in villages and allowing only
the operation of co-operative groups which will depend on the
village multipurpose sociaty, will nave the effect that tne

mors dynamic and business-minded craftsmen will leave the
villages and form their own businesses in urban areas and

thereby reinforce the trend of rural urban migration of skilled
workers, a resulc which is in contradictinn to the policy of

government to promota small scale industries in villages.

This effact could only be avoided by a deliberate policy of .

strengthening the independence of co-operative groups within

a village multipurpose society including the group members'’
autonomy in planning, decision making and 1n the use of their
cwn funds. Under the new law this could be done for 1nstance
by applying the proviso of secticn 109(3) Co-op.Soc. Act, 1932
according to which it is possible to maintain separate funds
inzo which revenue derived from activizi2s of specialized
3rouD3 mav se paird. Such decisions would raguire tne aporoval

¢f zTne R2gl3Trar.

-y
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However, 1t remains to be seen whether such a policy will

really be pursued by the village multipurpose societies, 1in
which craftsmen and skilled workers will always be in a minority
position and where there will be always a shortage of funds

for financing the general activities of the society or of such

activities as the majority of its members will £ind necessary.

1.2.2. Problems related to the formation of a Secondary Sccie-

tv 0f Industrial Co—-operatives at a national level

As already mentioned earlier (supra,pp.2-7 ) the new law has
certain weaknesses with regard to conceptual consistency and

the use of unequivocal terminology.-

This creates problems of interpretaticn especially in
respect of the provisions determining the vertical structure

of the co-operative movement in Tanzania.

The terms in Qquestion are "seccndary society" and "co-operative

union".

In the legal system of Common Law Countries there is 3 general
rule that a written law has to be interpreted by interpreting
its text, while the intentions, objects and reasons of the
lawmakers are not taken into account, once the law is enacted.
This rule is also valid for the interpretation of the laws

f Tanzania.

Sections 14 and 16 of the Co-operative Societies Ac:t, 1982 are
clear and state without doubt that primary societies may form
secondary societies and that secondary societies may form an

apex organization.

Also the interpretation section (section 2 Co-op.Soc. Act,
1982) is very clear in defining a secondary society as a
"registered society whose membership 1s open to primary so-

cilaetles ...

According to these general provisicons it 1s possinle Scor
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industrial co-operatives (primary societies) to form a secen-
dary socisty and it is nowhere stipulated that this cannot be

done at the naticnal level.

Parallel to the term "secondary society" the Act uses the

word "co-cperative union" which is defined in the interpreta-

tion section (section 2 Co-op.Soc. Act, 1982) as "a registerad

society of which the membership is restricted tc primary so- "
cieties and includes a joint enterprise wher2 ail 1ts members

are co-cperative unions”.

Hence, "co-cperative union” and "secondary socisty” have the
same meaning with regard to the vertical structurs of the co-
operative movement.

In saction 15(1) of the Co-operative Socisties Act, 1982
refereqce is made to villages in which primary co-operatives
may be formed and it is prescribed that a co-cperative union
may be fcrmed for a region and, where it is economically
viable, it may with the approval of the Minister, ze formed
for a distriect or districts {section 15(3)).

In contrast to the general provisions of sections 14 anrnd 14,
section 15 refers specifically to villages and areas for wnich
socisties may be formed. It is at lesast open to doubt whether
this provision also applies to industrial co-operatives and
other urban co-operatives which are expressly excluded from
operating in villages.

The general idea expressed in section 13(1l}) and (3) is that

the area of operation of a co-operative society shall be de-
termined by considerations of economic viability. The surveys
conducted by the UNIDO/SIDO project bring out very clearly

rthat the only reasonable and economically viable arsa of opera-
tion for a secondary society of the existing industrial co-.

operatives 1is a nation-wide orqanlzationS).

Ll =hese arguments would e consider=d iasufiidient

a
-0 suppor< =he case {or a sacondary socierny cf industrial
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co-operatives at the national level, the Minister in charge
of administering the Co-operative Societies Act, 1982 nas the
power to allow the formation of such a secondary society under
section 173 by exempting the secondary society from any re-
strictions as to the area of operation laid down in section
15(3).
Having shown that the wording of the general provisions of
sections 14 and 16 of the Co-operative Societies Act, 1982
does not rule out the formation of a secondary society of in-
dustrial co-operatives and that eventual doubts are due to an
unclear terminology and a rural bias of provisions meant to
be applicable to all types of co-operatives, it becomes
obvious that the problem of obtaining approval f£or the
establishment of a secondary society of industrial co-operatives
at the national level, as proposec by the UNIDO/SIDO proj
and supported by the Ministry of Industries is not a lcgal
but rather a political one.

N
As expressed in section 5 of the Co-operative Societies Act,
1982 "the state shall protect the co-operative societies Dy
support, guidance and supervision"”. This guidance will have
to bpe done in line with govermment's policy regarding co-opera-
tive development.

However, wherce special types oI cc-operatives are concerned,
2lso the governmental policies regarding the particular
economic activities of the respective type of co-operative

society will have to be taken into account.

The argument put forward by the Registrar/Commissioner

for Co-operative Development against forming a secondary so-
ciety on a nation-wide basis 1in his letter to the Ministry of
Industries on October 20, 1981 that all co-operative societies
in the country must conform to a uniform organizational
pattern is not convincing. It is generally recognized in

-
-

Western industrialized countries as well as in socialis
countries that the choice of crganizational patterns for
economic entities has Zo be determined by considerations of

economic viability if such organizations are to operace
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affectively and without dependingy permanently on external
subsidies. Therefors, differant types of co-operatives may nave

rc adopt different patterns of vertical intagraticn.

while it is understood that the government wants to avoid an
uncontrolled prcliferation of seccondary co-operatives in the
country and, therefore, sets some guidelines, these guide-

lines should not become impediments in the way of useful anad
necessary development of industrial co-operatives as promoted

by the Ministry of Industrieas.

A review of alternative solutions tc the proposed secondary so-
ciety of industrial co-operatives at the national level within
the co-operative legislation shows that the problems of economic

viability and fair representation would remain unsolved.

Regional unions of industrial co-operatives

In view of the limited number of active industrial co-opera-
)

o
tives in the different reqion59 , their diffesrent fields of
activity and their limited economic potential, economically
viable secondary soci2ties cannot be establisied at regional

l2vel during the next several years.

Industrial co-operative divisions inregional unions

It has been suggested by the task force established at the
drime Minlster's Offics t©o use the propcsed ragicnal co-

operative unions as a substitute for a special secondary

society of industrial co-operatives, by building up special di-

visions for industrial co-operatives in each of the regional .

anions.

However, this i3 not an effective way of meeting the immedirace
and future needs of the primary industrial societies for the
following rsasons:

- Iz will take some time unti. the foundation on which to

. . . . . N
ouild the regional unions, 1.2, the multipurpose village
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, will be established and start operations. Only
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hen will the regional unions be able to resume their own

activities - if they are not supposed to work as co-opera-
tives withcut membership. Yet, the industrial co-operatives
need their secondary society to become effective as soon as

possible.

- Once the regional co-cperative unions are established, they
will Dbe primarilv concerned with problems related to agri-
cultural! preduction and marketing, which will be the main
preoccupation of the majority of their member-organizations.
The specific problems of the limited number cf industrial

co-cperatives will necessarily have a very low priority.

- Within the democratic structure of the decision-making bodies
of the regional unions the delegates of industrial co-opera-
tives will always be in a minority position. These societies
will, therefore, not be adeguately represented.

To sum up this-point, the wording of the text of the law does
not prohibit the fcrmation of a secondary society of industrial

co-operatives at a natiocnal level.

However, such a society will only be registered unde;-the
Co-operative Societies Act, 1982 if its formaticn is

approved by the Registrar. According to section 70(4) and (1)

of the Co-operative Societies Act, 1982 the discretion of the

Registrar t©o0 register a new society is restricted. He may only

refuse registration if he is not satisfied"that a society has

complied with the provisions of this Act and of the Rules,

and that its proposed by-laws are not contrary %o this Act, the

Rules and the co-operative principles, and that the proposed

undertaking is lixkely to be viable."

However, an appeal against the Registrar's decision refusing
to register lies to the Minister whose decision is final and
is not subject to review by any court (sectien 70(5) Co-op.Soc.
Act, 1982). Hence, the problem of obtaining government's
clearance for establishing a secondary society of industrial

co-operatives at national level is a political proplem.




1.3. Recommendation of chaages for future legislation

As already explained earlier in this report (see supra, »p.

2 £o0 7) the Co-operative Socisties Act, 1982 is basically a com-
bination of parts of two laws, i1.2. the Villages and Ujamaa
Villages (Registration, Designation and Administration) Act

1975 and the Co-operative Sociaties Act, 1968, which are based
on totally different concapts and which cannot simply be added
so as to make a new law withoeut leaving problems of discrepancies
and incensistencias in concept and terminclagy unsolved.

The Act is unusually long and comprehensive. If contains a
number of details which could be left to be dealt with in the
by-laws (e.g. section 18 - objects and functions of secondary
socleties, section 29 - functions of a rural co-ogperativas so-
ciety; sections 46, 48 and 49 are internal matters of cradit
societies; many of the items mentioned in section 385(2) and
(3) as matters to-se regulated in the by-laws of socisties ars
alrsady covered by the Act).

By strictly adhering to a clear logical structure of the text,
a strict distinction between general provisions applicable co
all types of co-operatives and special provisions applicabls
only to special types of co-operatives and a clesar tarminclogy,
some repetitions and ambigquities could have beentavgided, e.qg.:
- sections 13(2) and 62 (1), minimum number of members;
- sections 24(1l)(a}) and 64(1l)(a), minimum age of members;
- secticns 25(2) and 1J3{2), 2laction of the commizt2e by
the general meeting ¢ memoers;
- sections 25(3) and 103(1l), referring to the number of members
of the co-operative development committee in a village so-
clety.

The Part on registration of charges (Part XII) has Deen
dropped from the Co-operative Societi@s Act in many countries
in order ro simpliiy the co-operative law. In such countriss

13

gistration of zhargas oL co-operatives follow thne 2rovisions

rn

(v
i

seneral Law,
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The Cc-operative Scocieties Act, 1982 contains & great number
of provisions concerning the powers of the Registrar, penalties
for not complying with orders by th® Registrar and offences
which, apart from being difficult to implement, give the
impression that persons who form cr join a co-operative so-
ciety enter 1nto a system of stringent supervision, controls

and fines.

Many of the sections of the Co-cperative Socie<ties Acz, 19§82
(e.g. section 3(2)) but especially provisicns dealing with sur-
charge (section 13€) and certain aspects of liguidation (sec-
tions 149-162)) are written in a2 heavy technical legal language

which will certainly not be understood by the common man.

It is recommended tc elaborate an cfficial statement of govern-
ment's policy on future co-operative development in Tanzania

at the highest political level, to serve as a clear directive
and guideline for -the Registrar/Commissioner for Co-operative
Development and his staff, for the practising co-operators and

for the lawmakers.

Furthermore, it 1s recommended to appoint a small technical
committee of experienced co-operators and legal draftsmen.

This technical committee should review the entire Co-operative
Societies Act, 1982 without time pressure. It should evaluacte
practical experience, weed out provisions which contain un-
necessary details, ambiguities and repetitions, elaborate a
clear terminology, simplify the languange and bring all sec-
tions of the law in line with the underlying concept. In its
work the committee should attempt to avoid over-intervention by
the Registrar/Commissioner for Co-operative Development and
other government agencies which may discourage active partici-
pation and initiative of the members of registered co-opera-
tive societies.
With regard =o industrial co-operatives 1t is rscommended to
abandon artificial dogmatic limi:ations as expressed in
1938

section 2> of the Co-operative Societies Act, 2, o allow =ne
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formation of industrial co-operatives whers the need arises and
to encourage sSxkilled workars and craftsmen in villages to work
rogether in their own industrial co-operatives as seli-emploved
co-operators rather than to compel them to become practical-
ly employees of the village multipurpose co-coperative or the
village council, or to migrate to the urban areas, whers

they are frese to build up their own organizations.

As to the formation of a secondary society of industrial co-
operatives at national level there are no limits to Iorm such
a society in the law. In fact, the Prime Minister's Commission
of Inquiry into the Possibility of Re-establishing the Co-
coperative Union recommended the establishment of specialized

national organizations 1in its report (p. 38a).
Hence, the cuestion of forming a secondary society of indus-
rial co-operatives at national level is not a legal problem

but one of political acceptability.

1.4. Altarnacive Solutions to solve the preplam of a nation-

wide organization of industrial co-operatives oQutside

the co-operative legislation

1.4.1. Formation of an association under the Societies Ordinance

s

If govermment clearance for forming the proposed secondary
society of industrial co-operatives cannot pe obtained, the
alcernative sclutions to form a National Association of In-

;
dustrial Co-operatives‘O)

or a company for suppgorting induscrial
co-operatives with supply of raw materials, tools, machinery
and spar2 parts and with the opening of new markets will be
equally difficult. because also the formation of such alter-

native organzations would depend on political acceptance.

This becomes obvious 1f one studies the relsvant enactments
{Co-operativsa Socizti2s Act, 1982, Societies QOrdinancs, Cap. 337
Supp. A3 2of 1364, Companias Ordinance, Cap. 212 and Wricten

'

Laws [ Miscellaneous Amendments) Act 1969, Ne. 41 of 1269).
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cperatives and to have it registered under the Soclatiss
Ordinance, :zhe founder members {i.a. the industria
tives) would need the authorization of the Minister in charge
of co-operative develooment before they can invest funds in
the new association (section 114(1)(d) Co-op.Soc. Acz, 1282).
Such an Association could not be formed or maintained for the
sole purpose of carrying on any lawtful business (seaction 2{2)
Socisties Qrdinance). Hence, the National Asscciation of In-
dustrial Cc-operatives would have to be an organization mainly

for the reprasentation of the legitimate interests ol its

[

iztes but could .not become a central economic institution

V]

ffi
o)

r its affiliates.

rh

n

Furthermors, it could not use the term "co-gperative" in it
firm name without the sanction of the Registrar of Co-opera-

tive Socistiss (section 171(1l)} Co-op.Sec. Act, 1982}.

The Registrar of Societies could refuse to register a National
Association of Industrial Co-operatives if it appears to al
that such an association would -be used o ¢ircumvent goverament's
intention not to allow the formation of an association of
industrial co-operatives at naticnal level (saction 3 Sociaties
Ordinance). Furthermore, the President could, in hia*absoLute
discration, when he considers it to be essentilal in tne public
interest, by order declare to be unlawful any sociesty which,

in ais opinion is ... prejudicial to or incompaczidle wizh

Zhe maintanance of ... good government ... 9dr 1s cerag used Ior
any purpose at variance with i%s declared cobjects (section 6 So0-
ciesties Ordinance and with regard to the winding up of unlaw-

ful societiss: Section 24(5) as amended by the Societises
Ordinance (Amendment) Act, 1969 (No. 16 of 1969)).

1.4.2. Formartion of a companv under =ine Companias Ordinance

(]
(4N

iz werzs inzended zo 2stablish a company =oc supoly indus
sc-operatives Wwithh raw matarials, =ools3, machiaery and spar2
o}

par<s ancd =0 marker =nelr sroducts, 2Gain tine Autiorizatl
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Minister in charge of co-operative developmenz would 2e re-
or =he primary industrial co-cperativas =o taks over

uch a company (section 114(1)(d) and (2) Con-op.Soc.

1}

If such a company could =: formed and registered at all, the
Minister in charge of administsring the Companies Ordinance could,
when in 2is opinion iz is in the public interast so to do,

by order published in the Gazette resquire any company registarad
under the Companies QOrdinance o be wound up (section 331 D
Companies Crdinance contained in the Written Laws (Miscellaneocus
Amendments) Act, 1969).

These quotations show tha: without government clesarance it
will not be possible to establish and maintain the desired
national crganization of industrial co-coperatives, neither in
the legal form of a registered secnndary socisty under the
Co-operative Sociaties Act nor in form of a naticnal Associa-
ticn under the Societiss Ordinance or as a company under the
Companies COrdinance.

1.4.3. Cr=atvion of a special unit= within SIDO

The only realistic altzrnative to establishing a secondary
co-operative society of industrial co-cperatives at hational
level appears to build up the Directorate for Extension Ser-
vices of SIDO as a uni:c for the promotion of industrial co-
operatives in all IZields fcor which the grocesed secondary
sccisty of industrial co-operatives was intanded to render
services to its affiljiates.

The advantage of this alternative would be that such an
arrangement would have the full backing of the Ministry of

Industries and that there would be no political obstacles to over-
come.

Furtihermora, SIDO wizh its decencralized organization cculd
impl2ment 2 programme Zor =he oromotion of industrial co-
operatives aimost immediately Doy using SIDC staif and SIDO

faciiit.2s.
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On the other nhard, the long term objective of ne

dustrial co-operatives =o suild up their own iastitutiocnal

framewcrk and to become seli-reliant would not be achisva
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statal organiza

2z
as a permanent feature.

The linx between the industrial co-operatives and the new SIDO

Y]

unit could be strengthened by forming an adviscry council or

th
0]
(2}

consultative committee within SIDO or within the Directorate
Extension 3Services (which is possible under section 13(1l) of
the Small Indusctriss Devealopment Organization Act, 1973) in which

elected reprasentatives of %he industrial co-operatives could .
express their views and participate in designing the policy

and the action programmes of SIDO so as to meet the needs

of the indusctrial co-operatives.

1.3. Recen*t Development

After completion of the first mission to Tanzania the issue of Zor-
ming a national body representing the interssts of industrial co-ope-
ratives has been carried further in two ways.

- Formation of a pressure group of industrial co-operative societies
seeking registration under the Societies Ordinance.and

- Formation o0f a new Directorate of Extension Services within SIDO.

1.5.1. Tanzania Association of Iadustrial Co-overatives

After it had been pointed out by various advisers that there were no
legal obstacles in the way of forming a secondary co-operative society
of industrial co-operatives at national level under the new Co-opera-
tive Societies Act, 1982, the Hon. P.P. XKimiti, M.P., Minister of State
responsible for co-operative develcpment stated in a letter to the
Minister for Industries dated 28th October, 1982 that he would not
allow the formation of the proposed union or federation of industrial
co-operatives, 2ecause this would bde against =he Government and 2arty
juidelines on the astablishment of co-operatives.

-

In @ letter dacad 3rd November, 1932 the Permanent Secretary, Ministry
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of Industries, informed SIDO that the Minister of State responsibla
for co-operative develooment had advised to established "a club or
pressure group of industrial co-operatives which should not be a co-
operative itself but it should have a name, rulas and constitution”.

As a result of this decision by the Tanzanian Goverament the UNIDO/
SIDO project's second immediate object had to be amended to read:

"...to complete the groundwork for the eventual establishment of a
Union of Industrial Co-operatives, to assist in the establishment

of an officially recognized bodv to represent industrial co-opera-
tives during the interii period and to assist in determining tae =2x-
tent to which SIDC activities may be extended to include actiwvities
envisaged as being carried out by the proposed Uricn".

On 4th February, 1983 a National Conference of Industrial Co-opera-
tives was held in Dar-es-Salaam, attended by some 80 persons (64
delegates of co-operatives representing 13 Regions) to take the first
steps towards forming a Tanzania Association of Industrial Co-opera-
tives and seeking regiszration or exemption from registration under the
Societies Ordumncg‘(Cap.337). During the conference a democratically
elected committee of 12 members was set up as a national formation
committee and a task force was formed to facilitate the duties of the
formation committee and to liaise with various institutions when the
need arises.

This task force under th. chairmanship cf Mr. Maembe met cn 22nd Febru-
ary, 1983 to discuss the problems related to the formation of the pro-
posed association and the requirements for registration or exemption fram

(A}

egistracion under the Sccieties Crdinance. After detailad deliberations
on the proposed by-laws, assistance was gJiven to prepar2 the constitu-
tion and by-laws of the association. A second National Conference of
Industrial Co-operatives was planned to be neld in April 1983.

1.5.2. New Developments in SIDO

On 1st August, 1982 a new Dirsctorate of Extension Services was astab-
lished in SIDO. The creation of this new directorats supersedes the
need for a special Department of Industrial Co-operatives within SIDO.
It was agreed that an industrial co-operative "desk" within the new
Directorate should serve both

- to monitor SIDO services to industrial co-operatives and
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- to serve as the primary link between the sroposed new Association

of Industrial Co-operatives and SIDO.

The ofiicer in charge of the industrial co-operative "desk”" would 2150
be in charge of assessing the cotential changes or =2xtensiocns of SIDC's
activities to carry out as far as possible the role 0f %he disallowed

Union.

A new project for Small Scale Industries Consultancy and Trainiag as-
sistance (SICATA) starting in January 1983 and undertaken jointly by
the governments of the Netherlaads and Tanzania with SIDO as an agent
will partly follow up the work so far accomplished by the UNIDO/SIDO

project.




2. The Local Government (District Authorities) Act, 1982
(No. 7 of 1982)

2.1. General Remarks

The Local Government (District Authorities) Act, 1982 repeals the
Villages and Ujamaa Villages (Registration, Designation and Adminis-
ration) Act 1975 (section 195 (c) of the Local Government (District
Authorities) Act, 1982) which governed the co-operative activities
in villages between 1975 and 1982 and which had repealed the Co-
operative Socisties Act, 1968 as far as it applied to registered
co~-operatives in villages.

The Local Government (District Authorities) Act, 1982 is a consoli-
dation Act which brings together in one enactment different laws
relating to local government and provides for matters connected
with or incidental to the crganization of local government in Main-
lané Tanzania.

The Act regulates the powers and duties of local government autho-
rities {District Councils, Township Authorities and vVillage Councils)
in the administrative, econcmic and political sphere, including the
duty to encourage meaningful involvement of and participation by

the people in the making of decisions on matteré affecting or con-
nected with their livelihood and well-being at all levels but also
the responsibility to secure the effective execution of the national
policy at local government level (section 4 (1) (b) and (¢)).

This Act can only be put into sractice when cthe necessary stafl

has been provided to carry out the functions and duties entrusted

to local government authorities under the new law. Accordingly,
section 4 (3) stipulates that "the Minister shall endeavour to en-
sure that there is available an adeguate supply of personnel trained,
skilled or qualified for work in the various sectors or aspects of
local government...". (For this matter see also the Local Govern-
ment Service Act,1982 (no. 10 of 1982)). In anticipation of the
oroblems related to the provision of adequately trained staff in

n

sufficient numbers and the :zime needed for sclving these problems,

rhe Minister has been smpowerad to appoint the date when the Act




shall come into operation (section 1 (2) Local Government (District
Authorities) Act, 1982).

2.2. Constraints to Industrial Co-operative Develcoment

There are no provisions in the Local Government (District Authori-
ties) Act, 1982 which constitute direct constraints for the develop-
ment of industrial co-operatives.

The main impediment in the way of development of industrial co-
cepratives in rural areas is contained in section 23 (1) of the
Co~operative Societies Act, 1982,prchibiting the operation of
primary industrial co-operative societies in villages (see supra
p.9 ). Apart from this limitation imposed by the Co-operative So-
cieties Act, 1982, the local government authorities (Ward Develop-
ment Committees) are responsible for promoting the establishment
and develomment of co-operative enternrises and activities within
their area of durisdiction (section 32 (1) (a) Local Government
{District Authorities) Act, 1982) and the village c¢ouncils have to
do all such things as arenecessary or expedient £for the economic and
social development.of the village, which includes the task to faci-
litate ventures of a co-operative nature to be undertaken by the
residents of the village (secticns 142 (2) (a) and 143 Local Go-
vernment (District Authorities) Act, 1982).

In general, the local government authorities shall -take such
measures as in their opinion are necessary, desirable, conducive
or expedient for the control and improvement of agriculture, trade,
commerca and industry and for the development, mebilization and
application of productive Zforces to the war on poverty, disease
and ignorance (section 111 (2) (b) and (e) Local Government (Dis-
trict Authorities) Act, 1982).

Indirectly, the local government authorities are given certain
powers under the Local Government (District Authorities) Act, 1982,
which 3ffect the activities of co-operative groups of skilled
workers and craftsmen within village multi-purpose societies and
village co-operatives and which could become possible areas of
conflice.




These powers are:

At district council lavel:

- to formulate, coordinate and supervise the implementation of all
plans for the economic, commercial, industrial and social de-
velopment in its area of jurisdiction (section 118 (1) (a) Local
Government (District Authorities) act, 1982,

- to provide for or facilitate the licensing or regulation of the
activities of persons engaged in, or the premises used for, the
manufacture, preparation, handling, sale of articles for use or
consumption by man (section 118 (2) (m) Local Government (District Autho-
rities) Act, 1982) and to prescribe fees for licenses or permits
{section 152 Local Government (District Authorities) Ack, 1982),

- to provide for the control, regulation, inspecticn, supervisicn
and licensing of any premises in which any trade or business is
carried on (section 118 (2) (w) (iii) Local Government (District
Authorities) Act, 1982),

- to regulate construction of buildings ( First Schedule, section
118 (4) No. 8 Local Government (District Authorities) Act 1982),

- to undertake economic ventures which may enter into competition
with small scale industry activities of co-operative sociaties
at all local government levels (First Schedule, section 118 (4)
No. 87, 89 Local Government (District Authorities). Act, 1982),

- to decide on the award of tenders {First Schedule, section 118
{(4), e.g. No. 88, 96, 102 Local Governmant (District Authorities)
Act, 1982),

- to engage paid labour for essential public work (Firs:t Schedule
section 118 (4), No. 102 Local Government (District Authorities)
Act, 1982).

At township authority level:

- to award tenders for execution of public work (Second Schedule,
saction 132 (1),and o.1, 2, 3, 4, 23, 42 Local Government (Dis-
trict Authorities) Act, 1982),

- to sell all products and by-products rasulting from carzrying on of



any of the undertakings or services of the authority (No. 33),
this implies that the township authority, like the district
council ané the village council, may undertake economic venzures
eventually in competition with co-operative scocizties.

At village council level:

- to initiate and undertake any task, venture or enterprise de-
signed =0 =nsure the welfars and well-being of the residents of
the village (section 142 (2) (b) Local Government (Distric:
Authorities) Act, 1982),

- to plan ané coordinate the activities of and rendar assistance and
advice to the residents of a village engaged in agriculture...
or other activity or industry of any kind (section 142 (2) (c)
Local Government (Distriet Authorities) Act, 1982),

- to enccurage the residents of the village in undertaking and
participating in communal enterprises (section 142 (2) (d4) Local
Government (District Authorities) Act, 1982),

- to participate,by wa& of partnership or any other way in economic
enterprises with other village councils (secticn 142 (2) (2)
Local Government (District Authorities) AaAct, 1982).

Furthermore, the village council has a certain influence on co-
operative activities in the wvillage in so far, as the economic plans
of the multi-purpose village co-operatives have to pe prepared in
consu. ‘ation with the village council (section 29 (1) (a) Co=-op.
Soc. Act, 1982).

From these provisions it can be seen that the main fask of the

local government authorities is to promote and to encourage econcmic
development and co-operative activities in their respective areas

of jurisdiction, however, without excluding the possibility that
local government authorities establish their own economic enter-~
prises to help to finance their general administrative activities.-

When studying the relevant sections of the Local Government Fi-
nances Act 1382 (No. 9 of 1382) it becomes obvicus that local
government authorities which carry on economic undertakings Zor
gain are not seen as the exceptional case but rather as a ruls




and that profitsmade from such undertakings are considered to be

one of several lawful sources of revenue for financing the activi-
ties of local government authorities (sections 7 (1} (b), 8 (1) (g),
3 {a) Local Government Finances Act, 1982).

Conflicts bhetween local governminent authorities and irndustrial co-
operatives may arise in situations where the economic undertakings
of local government authorities enter into direct competition with
co-operative enterprises, where the neutrality of the local govern-
ment bodies in charge of granting licenses and awarding tenders may
be called into question and where the local yovernment authorities
use their political and economic power to the advantage of their
own enterprises instead of promoting and encouraging industrial co-
operatives.

At village level, conflicts may arise when coordinating the economic
plans of the village council with those of the co-operative develop-
ment committee, given the fact, that there is some overlapping in the
definition of powers and duties of the village council (sections

142, 143 Local Government (District Authorities) Act, 1982), of the
co-operative develomment cammittee {section 28 Co-cp. Soc. Act, 1982)
and of the functions of rural co-operative societies (section 29
Co-op. Soc. Act, 1982).

2.3. Recommendations

There are no direct constraints for the development of industrial

co-operatives in the Local Government (District Authorities) Act,

1982. Accordingly, there are no recommendations with ragard to re-
vising this law. The main recommendation refers to the policy con-
cerning the implementation of this Act.

Under the Local Government ( District Authorities) Act, 1982 the
local government authorities and especially the village councils are
facing problems of reconciliation of two conflicting objectives:

They are responsible for promoting co-operative activities in their
areas of jurisdiction in accordance with the national development
policy and plans. But they are alsc empowered and - in view of the
shortage of public funds practically requested - to finance part




of their operations by means of revenue derived from their own

enterprises.

In view of the general experience that the solution of financial
problems of local authorities will usually be given priority over
the responsibility to encourage the development of industrial co-
operatives, it will require an explicit policy on the part of the
government to ensure that industrial co-operatives are given at
least equal chances in acguiring licenses, permits, tenders and
allotment of raw materials, tools, machinery, spare parts and
access to land for suitable work places and to loans.
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3. The Local Government (Urban Authorities) aAct, 19382
{ No. 7 of 1982)

3.17. General Remarks

The Local Government (Urban Authorities) Act, 1982z repeals among .
other things the Urban Wards (Administration) Act, 1376, which had
never been put into practice (section 110 (b) Leoccal Government

(Urban Authorities) Act, 1982). The Act gives the urbhan authorities

a certain degree of autonomy and the citizens ars to Le encouraged

to participate in a meaningful way in making and implementing de-
cisions on matters affecting their livelihood and well-peing

(section 4 (1) (b) Local Government (Urban Authorities) Act, 1982).
However, the limits of this autonomy are also expressed in very clear
terms. The Minister has the duty vo works towards "... securing the
effective execution by urban authorities, subject to his guidance,
control and direction, of the national policy on local gcocvernment”
(section 4 (1) (c) Local Government (Urban Authorities) Act, 1982;
see also sectioné 53, 54 (1) (¢) of this Act).

~

As in the case of the Local Government (District Authorities) Act
1982, this Act can only be implemented when the necessary staif
has been provided to carry out the various functions allotted to
urban authorities under this new law ( section 4 (3) Local Govern-
ment (Urban Authorities) Act, 1982). Accordingly the law dces only
come into force at the date of commencement to be fixed by the
Minister (section 1 (2) Local Government (Urban Authorities) Act,
1982},

3.2. Constraints to Industrial Co-operative Develooment

Similar to the Local Government (District Authorities) Act, 1982,
the Local Government (Urban Authorities) Act, 1982 dces not con-
tain provisions that constitute direct constraints to the develop-
ment of industrial co-operatives. On the contrary, under the Act

it is the responsibility of the urban authorities ( town councils,
municipal councils and city councils c€. secticn 3 (1) Local Govern=-
ment (Urban Authorities) Act, 1382) to further the sccial and
economic development of ifs area subject to the national »olicy




and plans for urban and rural develcopment (section 34 (¢) Local
Government (Urban Authorities) Act, 1982).

According to the third five year plan this includes the duty &9
promote and encourage the development of co-operatives of any kind
including industrial co-cperatives. This responsibility is not ex-
pressively stated in the Act with regard to urban authorities. How-
ever, according to section 16 (1) (b) Local Government (Urban
Authorities) Act, 1982 promotion and encouragement of the development
of co-operatives of any kind are among the functions of the ward
Committees to be established in every urban authority.

Unlike in the case of willages, there is no legal restriction for
forming industrial co-operatives in areas outside villages (section
31 (1) Co=-op. Soc. Act, 1982). On the other hand, the urban authori-
ties are given similar functions and powers as the district councils
and the village councils, which may lead to competition and conilict
of interest between the enterprises and industries owned by urban
authorities, the '‘city councils, municipal councils and township
councils in charge of licensing and regulations, award cf tenders
etc. on the one hand and the iadustrial co-operatives on the other
hand.

The £functions and powers of a local government authority under the
Local Govermment (Urban Authorities) Act, 1982 include:

- to establish a standing committee responsible for trade and
economic affairs (section 42 (1) (£) Local Government (Urban
Authorities) Act, 1982);

- in the case of ward Committees: to plan and cocrdinate the
activities of, and render assistance and advice to the residents
of the ward engaged in any activity or industry of any kind
(section 16 (1) (d) Local Government (Urban Authorities) Act,
1982) ;

- to take all measures necessarv for the regulation and improvement
of agriculture, trac:, commerce and industry (section 34 (2) (b)
Local Government (Urban Authorities) Act, 1382);

- to regulate any trade or business which ... it is in the public
interest expedient to regulate, and to provide for the issue of
licenses or permits to £facilitate the regulation of any such trade




or business, and for the imposition of £fees in respect of such
licenses or permits (section 53 (1) (m) Local Government (Urban
Authorities) Act, 1982);
and

- with the approval of the Minister to engage in any form of muni-
cipal trading or industry (section 59 (g} Local Government (Urban
Authorities) Act, 1982).

Furthermore, other functions which urban authorities may perform in-
clude according to the Schedule (section 33 (2) :

- to engage - in local trading and industry (No. 87) and

- to angage paid labour for essential public works (No. 102).

As 1n the case of the local government authoritias under the Local
Government (District Authorities) Act, 1982, the Local Government
Finances Act, 1982 anticipates that the urban authorities will earn
part of their income from trade, industry, works, services or other
undertaking carried on or owned by the urban authority (section 6
{1} (b) Local Gqvernment Finances Act, 1982).

3.3. Recommendations

The policy of government conceriing the promotion of industrial co-
operatives in urban areas is clearly expressed in official state-
ments, Party guidelines and enactments like the Co—o?erative So=-
cieties Act, 1982 and the Small Industries Development Organization
Act, 1973. The aim of this policy is to encourage the establishment
ef industrial coc-operatives throughout the country and o give
industrial co-cperatives prefzsrence over other forms of business
organizations like partnerships and companies. However, the Local
Government (Urban Authorities) Act, 1982 places the urban authori-
ties into a difficult position. On the one hand they are supposed
to promote industrial co-operatives in their area of jurisdiction
by helping them to obtain funds for investments, sites for their
workplaces, tenders from public or parastatal institutions etc.

On the other hand, the urban authorities are empower=sd and may even
be required to establish their own competing enterprises 30 as £o
earn income Zor financing their activities.




————

In this respect, the city councils, municipal councils and town
councils ars likely to favour their own 2conomic activities in
their area of jurisdiction rather than promoting competing

industrial co-operatives.

The Local Government (Urban Authorities) Act, 1982 spells out that
urban authorities need the approval of the Minister if they want

to engage in local trading and industry (section 5% (g) Local
Government (Urban Authorities) Act, 1382). Eence,it depends on

clear policy guidelines laid down by the Minister, whether corilicts
of interest between industries established and owned by urban
authorities and industrial co-operatives can be avoided and whether
the development of industrial co-operatives is systematically pro-
moted by granting of the necessary licenses and by awarding tenders
or whether authorities give undue preference to their own under-

takings.




4. Local Government Finances Act, 1332 (No. 9 ¢ 1382)

4.1. General Remarks

The Local Government Finances aAct, 1982 makes provision £for sources
of revenue and the management of funds and resources of local go-
vernment authorities and for securing the propver ccllection and

sound management of finances in the local government system.

The Local Government Finances Act repeals the Village (Revenue)

Act, 1979 which provided for the raising of revenue by villages
consisting of fees, charges and tariffs for licenses or permits
issued by a village council of receipts derived £from any trade,
industry, works, service or undertaking carried on by or belonging
to the village under the Villages and Ujamaa Villages (Registration,
Designation and Administration) Act, 1975.

4.2. Constraints to Industrial Co~operative Development

As already mentioned in the comments on the new Local Government
(District Autho%ities) Act, 1982 and the Local Government (Urban
Authorities Act),1382 the Local Government Finances Act expressly
mentions revenue derived from any trade, industry, works, services
and other undertakings carried out or owned by the local government
authorities as one of the sources 0of which the revenues, funds and
resources of local government authorities shall consist (section §
(1} (b} for urban authorities, section 7 (1) (b) for district
councils, section 8 (1) (g) for township authorities and section

9 (1) (a) for village councils.

These provisions could constitute constraints to industrial co-
operative development in so far as the local government authorities
are called upon under the law to establish and maintain their own
trade ., industries, works, services and other undertakings and to use
them for making profits to be paid into the general fund of that
local government authority (sections 6 (4), 7 (3), 8 (2) and 9 (3)
Local Government Finances Act, 1382) to finance the general ex-
penditure of administration or to be paid into a separiate fund for
the purposes of the trade, industry, works, service or under+aking
from which the receipt is derived (in the case of district councils




secticon 7 (4), in the case of township authorities section 8 (2)
and in the case of village councils section 9 (8) Loscal Govern-
ment Finances Act 1982).

This legal directive to local government authorities to earn in-
come through establishment of their own industries could develop
into an impecdiment in the way of promotion of competing industrial
co-operatives by the same local government authorities.

4.3. Recommendations

Experience gained with the Villages and Ujamaa Village: (Registra-
tion, Designation and Administraticn) Act, 1875 has shown largely
negative effacts of combining responsibility for administrative,
political and economic affairs in one and the same organization.
One of the consequences of this experience was to rewrite the Co-
operative Societies Act and to repeal the Villages'and Ujamaa
Villages (Registration, Designation and Administration) Act, 1975.
dowever, while in the Co-operative Societies Act thers is a certain
separation of the administrative and political responsibilitiss

on the one nand (village council) and the responsibility for eco-
nomic affairs ( co-operative develoovment committee) on the other
(which still is not c¢lear encugh in the sense of avoiding any
overlapping) the Local Government Finances Act still reflects the
concept that local government authorities in urban ,and rural areas
should establish and maintain their economic undertakings and earn
income from trade, industries etc. owned by them to finance some

of their general administrative activities, a concept which proved
to be difficult to implement under the Villages and Ujamaa Villages
(Registration, Designation and Administration Act), 1975.

It is recommended to study this matter further, to evaluate ex-
perience gained in the past with enterprises owned by the village
councils, to establish a clear government policy on this important
and sensitive matter and to bring the relevant provisions of the
Local Government Finances Act in line with the concept underlying
the Co-operative Societies Act of 1982.




5. Tanzania Rural Development Bank (Amendment) Act, 1982
(No. 16 of 1982)

5.1. General Remarks

The Tanzania Rural Development Bank (Amendment) Act, 1982 modifies
the Tanzania Rural Development Bank Act, 1971 ( No. 7 of 1371) in
order to allow the co-operative apex organization, provided for
under the new Co-coperative Societiss Act, 1382 to subscribe for
shares ih the Tanzania Rural Development Bank (TRDB).

This Aamendment Act constitutes one of several attempts to £ind a
solution for the prablem ci re-establishment of the former National

Co-operative Bank or for establishing a new Co-operative 3Bank.

The National Co-operative Bank was dissolved together with other
co-operative crganizations in 1976 and the liguidation of the assets
of this bank is not yet completed. Now that the co-operative move-
ment is to pe relaunched, two ways were discussed to deal with the
issue of a central banking institution to cater for the needs of
co-operatives:.

- to re-establish the old Co-operative Bank and to transfer its
assets back to this re-established bank (this solution was pro-
posed by the Prime Minister's Commission of Engquiry into the

Possilibity of re-establishing co-operative unions11) or

- to turn one of the existing central banking instiéutions (the
National Bank of Commerce or the Tanzania Rural Development Bank)
intoc a bank for co-operatives12).

By promulgating the Tanzania Rural Development Bank (Amendment) Act,

1982 it is implied that the lawmakers have opted against the re-

establishment of the old National Co-operative Bank.

5.2. Constraints to Industrial Co-operative Development

Under the Tanzania Rural Development Bank Act, 1971 the term

"Rural Development”" is defined as covering "the development of any
other productive actiwvity situated in a rural area or primarily
serving the rural population includiag agro-industry, commerce,
manuifacturing, mining, building construction ..." (section 2 "Rural



Development” (b) Tanzania Rural Development 3ank Act, 1971). Hernce,
under the law industrial co-operatives in rural areas would guali-
£y for loans, however, in practice they o not receive the ne-
cessary assistance from the Tanzania Rural Development 3ank13),
among other things because the Tanzania Rural Development 3ank liks
other lending banks finds it uneconomiczal to give small amoun:is up
to 10 000 Shs. to small enterprises, which need such amounts Ior

buying raw materials to meet small orders.

Whether the amendment of the Tanzania Rural Development 3ank Act
will bring about an important change of this situation can only

be assessed,once the Co-coperative Apex Organization is established,
has subscribed shares and has a say in the affairs oI the Tanzania
Rural Cevelopment Bank as far as loans to co-cperatives ars con-
cerned. Even then, the problem of industrial co-operatives ralated
to access to loans from the Tanzania Rural Development Bank will de
a problem of loan policies and lending technigues rather than of
legislation.
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6. Co-overative Audit ané Supervision Act 1382 (No. 15 of 1332)

§.1. General Remarks

Under the previous co-operative legislation in Tanzania audit and

supervision of co-operative societies has always been a function

to be carried under the responsibility of the Registrar and by

auditors authorized by him (section 21 (1) Co-op. Soc. Act, 19643).
The cost of the audit was covered by the contributions of registered
co-operative socistias to the audit and supervision fund, constituted
under section 20 of the Co-operative Societies Rules, 1982, which
was alsco administered by the Registrar of Co-operative societies
(section 20 (3) Co-op. Soc. Rules, 1968). However, it is express-~

ly provided in section 20 of the Co-cperative Societies Rules, 1363
that the audit and supervision function should be transferred to a
soclety established'for the purpose orf supervision or of audit or

of supervision and audit of registered co-operatives, once such a
society has been formed and ﬁhat portions of the contributions paid
by registerad co-operative societies tu the audit and supervision

fund should be credited to such society.

The use of the word "scciety" implies that the intention expressed
in section 20 of the Co-operative Societies Rules, 1968 was to
transfer the audit andé supervision function to a co-operative so-
ciety established and .registered for the purpose of supervision and/or
audit by affiliated co-operatives and not to a co-operative audit
and supervision Corporation established by Act of garliament. This
intention still remains valid after promulgation of the Co~operative
Audit and Supervision Act, 1982, because in section 23 of this Act
any rules made under the Co-operative Societies 2ct, 19638 in respect
of the audit and supervision fund shall remain in Sorce as i they
have been made by the 3card under this Act, until they are amended
or revoked.

Under the Co-operative Audit and Supervision Act, 1982 the co-opera-
tive audit and supervision corporation shall work with a certain

degree of autonomy, but subject to special direction by the Minister
(section 4 (2), (4), (7) Co-operative Audit and Supervision Act, 1982)
and in some matters subject to the directions and inspection by the
Ragistrar of Co-operative Societies (sections 4 (2), 7, 8 Co-opera-~

tive Audit and Supervision Act, 1982).
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The Corporation shall take over all assets and liabilities of the
audit and supervision fund (Second Schedule, section 22 Co-opera-
tive Audit and Supervision act, 1982).

The composition of the governing body of the Co-operative Audit and
Supervision Corporation is laid down in the First Schedule (section
5), according to which co-operative organizations will be represented
in the 3oard of Directors by members nominated by the Minister after
consultation with the Apex Organization, from secondary socizaties

or any other co-operative organization (No. 1 (¢) ) while the chair-
man of the Corporation shall be appointed by the President.

The purpose of the Co-operative Audit and Supervision Act which is

to create a special agency with gualified professional staff to

carry out audit, supervision and inspection of co-operative societies
at regular intervals and with the necessary expertise is very laudable.
Lack of effective and regular audit and supervision services are

among the most serious causes of failure of co-operative enterprises

in Tanzania and elsewhers.

.

It remains to be seen whether the Co-operative Audit and Supervision
Corporation will be able to cope with the handicaps experienced
earlier by the Registrar of Co-operative Societies and the audit

and supervision fund, i.e. to recruit a sufficient number of quali-
fied auditors and supervisors, to offer a scheme of service that is
attractive enocugh to maintain qualified and experiedced staif in

the Corporation and to provide enough funds to carry out the audit
and supervision work throughout the country.

6.2. Constraints to Industrial Co=-coerative Development

In its survey on the development of industrial co-operatives in i
14) the SIDO/UNIDO project team has found that the absence
or lateness of audit constitutes one of the major firancial problems
and that the staff of the audit and supervision division of the

Tanzania

Ujamaa and Co-operative Development Department is unable to cope with J
the existing work lcad. Given the fact that the nature of business

and accordingly the books of accounts ¢l industrial co-operatives !
differ in some respect from those of agricultural multi-purpose
societies, it might be necessary to establish a special section




for the audit and supervision of industrial co-operatives in the

new Co-operative Audit and Supervision Corporation with sgpecially
trained auditors for audit ¢f industrial co-cperatives and to work
in close consultation with the relevant branches of SIDO, so as to
avoid overlapping of functions and duplication of work. Another

way to deal with the problem of audit of industrial co-operatives
would be to provide that the industrial co-operatives may have their
accounts audited by private auditors if the new Co-operative audit
and Supervision Corporation is unable to complete its audits witain
a reasconable time and, in such cases, to exempt the socisties con-
cerned from the obligation to make annual contributions to cover
audit costs, as suggested in the UNIDO/SIDC Report on the Develop-
ment of Industrial Co-operatives in Tanzania 15).

Until new Rules are made under the Co-operative Audit and Super-
vision Act, 1982, the way in which the issue of audit fees is current-
ly regulated may confuse the layman.

Section 88 of the Co-operative Societies Act, 1982 makes annual audit
compulsory for every registered co-operative society but is silent

on audit fees. hnder the Co-operative Societies Rules, 1963 there
used to be annual contributions of registered co-operatives to the
Audit and Supervision Fund (seéc. 20 Co-op. Soc. Rules, 1363).

Under the new Co-operative Audit and Supervision Act, 1982 audic

is again regulated with regard to two aspects: scope of audit and
powers of auditors, without mentioning the costs cf audit and how
they are covered. In the case of inspection, this matter is regulated
in detail in section 10 Co-operative Audit and Supervision Act, 1982,
In the same Act the former Audit and Supervision Fund, established
under the Co-operative Societies Rules, 1363, is dissolved, whils the
Co-operative Societies Rules, 1968 as a whole are revoked under sec-
tion 121 of the new Co-operative Societies Rules, 1982. Yet, section
23 of the Co-operative Audit and Supervision Act, 1982 states that
any requlations made under the Co-operative Societies Act, 1968 in
respect of Audit and Supervisicn Fund and in force immediately prior
to the date upon which this Act comes into operation shall remain

in force as if they have been made by the Board under this Act until
such time as they are amended or ravoked by rules or regulations

made by the B3ocard under this Act.

Hence, =he registered co-operative societies 3till nhave to make con-
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tributions to the dissolved Audit and Supervision Fund, the property
of which is transfsrrzd to the Co-operative Audit and Supervision
Corporation (Co-operative Audit and Supervision Act, 1982, Second

Schedule) .

If in future the proposed secondary society of industrial co-opera-
tives would be established, care should be taken to ensure appropri-
ate representation of industrial co-operatives on the Board of the

Co-operative Audit and Supervision Corporation.
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7. NMational Industries (Licensing and Registration) (Amendment)
Act 1982 (No. 13 of 1982)

7.1. General Remarks

With regard to the subject matter of this report, the important parts
of the National Industries (Licensing and Registration) (Amendement)
Act, 1982 are the sections referring to the definition of the word
"industry” (section 3 (a) National Iacdustry (Licensing and Regis-
tration) (Amendment) Act, 1982 and to the establishment of the
Regiocnal Industrial Licensing advisory Committees for each region

of the United Republic of Tanzania and their functions (sections 6
anéd 10 National Industries (Licensing and Registration) (Amendment)
Act, 1982).

According to the amended interpretation section of the National
Industries (Licensing and Registration) (Amendment) Act, 1982 the
term "industry” is no longer defined by the capital cost involved
in a factory, but only by the number of workers - more than 10 em-
ployed on any day. This amendment has the practical effect of
lowering the registration ceiling in a number of cases, whereas
C.J. Martin in his "Review of Policies Affecting Small Scale In-

16)

dustries in Tanzania“ had recommended to raise the registration

ceiling under the Industrial Licensing Act.

Concerning the creation of Regional Industrial Licensing Advisory
Committees, this amendment follows to some extent the recommenda-

tions made by C.J. Martin in his report17).

7.2. Constraints o Industrial Co-overative Development

According to the new section 10 A (2) (<) of the principal Act

an officer in charge of small industries in the region shall be

a member of the Regional Industrial Licensing Advisory Committee.

By making this provision the need to consider special problems of
small industries in the Regional Industries Licensing Advisory
Committees was recognized. Withthe new definition of the term
"industry" (section 3 (a) National Industries (Licensing and
Registration) (Amendment) Act, 1982 in the amended Act, some smaller
industrial co-operatives which were not required under the original

-
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Act to apply for an industrial license may now have to do so.
Otherwise there appear to be no additional constraints to in-
dustrial co-operatives develooment caused by the National Industries
(Licensing and Registration) (Amendment) Act, 1982.



- 44 -

The Co-operative Societies Rules, 1982

General Remarks

The new Co-operative Societies Rules, 1932, which replace
the Co-cperative Societies Rules of 1968 are very comprenen-
sive and lengthy (120 provisions as compared to 50 of the
1968 Rules).

The Co-operative Societies Rules, 1982, contain a number of new
provisions which may turn out to be helpful for the future
development of co-coperative societies in Tanzania. This re-
fers for instance to the rules concerning co-operative groups
(rules 2, S8 to 62) through which small self-hnelp groups at

the grassroots level are officially recognized and incorporated
into the co-operative structure.

The formation procedures, especially the functions of formation
comittegs', which were already dealt with in a very good way
under the Co-operative Societies Rules, 1963, were developed
further by including a list of additional information which

the Registrar mav require as a precondition before registration
(rule 6 following the model of the Zambian co-operative legis-
lation).

The new Co-operative Societies Rules, 1982 contain special
provisions for the diffarent types of co-operative societies,
again following the Zambian mecdel. While it is good to nave
some special provisions dealing with the specific requirsmencs
cf one type of society in addition to the general provisions
applicable to all types of societies, some special parts of

the rules (e.g. rules 79 to 105 on credit societies) have
virtually become a new law within the Rules and may be too
comprehensive to be implemented in practice.

The Rules enable co-operative societiss o use the skills and
services of non-members under certain conditions, however,
as in =he case of the Co-operative 3ocieties Act, 1982 some

of the relevant provisions of the Rules wnhich should be




(U]

pplicable o all sociaties are limitad only to one &tvpe of

sociaties: co-gpti oI persons Ircm institutions likely %o
give support to a proposed sociaty to participaite in =h
formation comittee (rule 3(4)) applies onlv to rural co-opera-
tives winile assistance Irom zersons with relevant t=achnical
skills can be askad for to assist in praparing the Ssasibilis:

study with a0 such restriction (rula ¢ (c)) and the Registrar

acdvisory members to the committaes of all tynes cf sociek:
(rule 118).

)
®
n

Many issues dealt with in the Rulas could have seen coverad
under the Co-operative Societies Act by making rzalatively small
additions to the relavant sections (2.g. rules 11! ané 17 and

-

section 98 Co-cp. Soc. Act - register o members; ruls 16 and
section 37 Co=-0p. Soc. Ack -~ neminaticn; ruls 33 and secticn

104 Co-op. Soc. Act - dutias ¢f the committee; ruls 38 and
section 109 Co-op. Soc. Act - funds; rules 106 to 109 ané sec-
tions 137 to 140 Co=-op. Scc. Act - amalgamation and division of
co-Qoperatives) .

Some rules regulats important mattars wihich should be ragulatad

¥
('}

in the Co-operative Socistias Act as done in many otaer coun-—
tries having co-operative laws which Zollow the "3ritish-Indian
Jattern of Co-operation” (e.g. zule 27 on tneﬂée::Lemen: of dis-
sutes in connection with section 183 (m) Co-dp. Soc. Act should
be included in the Act and worded in mors precise tarms; rulas
22 £0 24 should be spelled out in the Act sC as :o make the very

2s3ential saction 132 Co-0p. SOC. ACT mera srecise sv including

)

e diZZsranc cyves <f general meetiangs and tie main pocwers of

the members in general meeting.

Other matters should have been left Zor seli-regulation Dby the
registersd co-operative societies in their by-laws (e.g. rules
24 (1) (e}, 47, 42 and most of the matters contained in rulas
73 o 104). As they stand, the Co-operative Societies Act and
Rules lzave very Lizzla room Zor autonomy of <co=-oper2ctivas <o
Make their own Sy-laws.

1

a zandency =zowards iLacra2ased sursaucracy ané zier2 ars
number of provisions whnich will 2ncsurage 2 patarnalistic
o]

£ zhe governmensz officers 1n charge o co-gorerative
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promotion in dealings with co-cperative socistias under thelr
guidance andé control (e.g. rule 5 where 4 copies of documents
are required where there used to be 2 or 3 copies under the
old Rules, provisions on all kinds of forms and Zees}.

There are some unnecessary definitions and details (e.g. rules

47, 84, 91 (2) {(b), 107, 109) and repetitions (e.g. rule 153
partlv repeats section 78 Co-op. Soc. Act; rule 25 partly

receats section 103 Co-op. Soc. Act; rule 32 partly repeats .
rule 4; rule 57 partly repeats sections 30 and 23 (2) Co-op.

Soc. Act; rule 60 (1) repeats section 23 (2) Co-op. Soc. Act

and rule 60 (2) follows from section 23 (2) and is, therefore,
unnessecary, rule 75 repeats section 39 Co-op. Soc. Act.,

rule 53 repeats section 37 Co-op. Soc. Act in case of building
construction and housing co-operatives, rule 85 (2) partly

repeats sections 87, 45 Co-op. Soc. Act), winile some other
important matters are not very clear (e.g. what is a dispute ,
concerning the business of a co-operative society? , fule 21

(1)) .

Matters relevant for Industrial Co-overatives

As in the case of the Co-operative Societies Act, 1982 scome
of the recommendations of the UNIDO/SIDO team with regard

to requirements of industrial co-operatives where accepted
and incorporated into the new Rules, while other recommenda-
tions were acceptsd but not incorporated and still others
were not accepted.

Among the new rules included on recommendation of the UNIDO/
SIDO team are the following:

- The possibility to reduce the minimum number of members
of a formation committee below 10, if the local co-
operative officer approves (rule 3 (3) following section
83 (1) Co=-op. Soc. Act):

- Special provisions for industrial co-operatives (rulss
71 to 73), especially rule 74 (2) whers the UNIDO/SIDO
team recommended that not more than 20 per cent of rhe
labour force of an industrial co-operative should be




-
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non-members, while in rule
fixed at 25 per cent.

4 (2) this percentage is

- Rule 72 on the objects of the societv is already covered
by the general orovision of section 385 (2) and the special
orovision of section 33 Co-op. Soc. Act.

- Rule 73 repeats for industrial co-operatives what section
38 of the Cc-op. 3o0c. Act stipulates for building con-
struction and housing co-operatives.

The recommendation of the UNIDO/SIDO team to leave it to the
by-laws of each society to fix the sum in excess of which

a special general meeting is required in order to transact
business (rule 24 (1) (e)) and to exclude seccondarv societies
rom rule 24 (2) stipulating that at least two general meetings
have to be held in a year, were not taken.

With regard to the position of the committee of a co-operative
society, the recommendation to replace the term "duties" Dby
"responsibilities" of the committee, was accepted by the ad-
visory committee but nct included in the final text of the
Rules.

The UNIDQ/SIDO team recommended that industrial co-operatives
should be excluded from the provisions of rule 42 requiring
the approval in writing of the Registrar beiors entering into
a contract where the value of the subject matter of such con-
tract exceeds 50,000 TSh in the case of a primary society.
However, this recommendation was not taken aﬁd only the sum
was raised from 10,000 to 50,000 Tsh.

Recommendations

The main argument for having a comprehensive set of Rules
made under an Act is that the Act should be general, short
and basically enabling and that details and matters subject
to changes should be dealt with in the Rules or Regulations.

A second argument is that Rules can be modified more 2asily
than an Act of Parliament and that Rules are necessary £or
reasons of flexibilixy.




In the case of the Co-cperative Societiss Act and Rules, 1932
of Tanzania, the Act is very comprehensive and detailed. Yet,
the Rules made under the law are also comprehensive and sven
more detailed. Compared to co-operative legislation in other
countries both the Cc-oberative Societies Act and the Rules
of Tanzania are unusually volumenous. To have two parallel
texts (Act and Rules) on the same subject matter makes it
difficult for the lawmakers to avoid repetitions and incon-
sistencies but also for the citizen to work with such texts.

It is therefore reccmmended, to include a revision of the
Co-operative Scocieties Rules, 1982 in the terms o refarsnce
of the small technical committee proposed earlier in this
report ( p. 17) for the review of the entire co-operative
legislation. It is furthermore recommended as a guideline
for the work of the committee, to try to reduce the length
of the Rules by incorporating all important issues into the ’
Act and by leaving out unnecessary details o be coversd by
the by-laws of the individual societies.

Icdeally, all matters concerning the constition and intarmnal
structure of co-operative societies should be contained in
the Act and only matters of temporary naturs such as tem-
porary emergency powers of the Registrar should be regulated
in the Rules with a tendency to make the Rules as short as

’

possible.




Part II Comments on the model bv-laws for primarv indus=-ial
18)
S

co-operative societie

1. General remarks

1.1. Tvoes of industrial co-operatives

One of the results of the survey conducted by the UNIDO/SIDO
project team on industrial co-operatives in Tanzania is the
recommendation that all industrial co-operatives in Tanzania
should be of the workers' productive co-operative society tvpe
and that industrial activities operated and contrclleé by
anybedy with employed workers should not be classified

termed an industrial'co-operativelg).

as cr

However, the new Co-operative Sccieties Act, 1982 also re-
cognizes other types of co-operatives, e.g. supply and market-
ing co-operatives of craftsmen or skilled workers operating
their own individual workshops eventually with emploved workers,
as industrial co-operative societies (see supra, pp. 7,8.

infra , po. 100, 104-107).

Given the fact that most of the existing industrial co-opera-
tives are of the workers' productive co-operative society type
it appears to be justified to concentrate eiforts first of all
on framing suitable model by-laws for this type of industrial
society, but one should not overlook the potential of supply
and marketing co-operatives for individual craftsmen and small
industrialists operating their own business alone or in small

groups (e.g. partnerships).

A lot of research work has been undertaken in many countries

to analyze the special problems of workers' productive co-opera-
tive societies. In the context of this report, only some charac-
teristic features and key problems are mentioned, which have a
direct bearing on the contents of model by-laws £for co-opera-

tive sociaties of this type:

- In industrial co-operatives of the workers' productive co-
\%

operative soclety type members are at the same time share-




Agalnst this theocretical background

ot

nolders, employers and workers of the co-operative entar-
prise. This triple capacity of =ach member is the origin of
difificult conflicts of interest which usually arise and navs

to be solved partly by making special provisions in the bv-

Persons working in workers' productive co-operative socie- -
las are self-employed. They depend on the econcmic rasulcs

of the co-cperative enterprise for their livelihood. The co- .
operative enterprise 1s not only an auxiliary unit for

supply, marketing and advisory services 2as in the case of an

rdinary co-operative scciety, whers the members ars custom-

ers of the co-operative enterprise but operate their indivi-

dual workshop, farm or shops from which their income is

derived. In a workers' productive co-operative society the
co-cperative enterprise is the place where all members work

and the members have no individual means cf =arning income, |

except from economic results of the co-operative enterprise.

In workers' productive co-operative sociaties thers is usual-
ly a tendency to employ workers £for certain jobs in the cc-
operative enterprise which the members themselves are not
capable to do or do not want to do. In exceptional cases this
may be unavoidable, nowever, it should not become a rula

and should not exceed a certain limit. Otherwise the

members become employers of other persons working for chem -
the workers' productive co-operative socisty tursms into

ordirnary commercial business.

r
b

he main practical proplams

v

workers' productive co-operative soci=2ti3s are

.o
v

w

Careful selection of members who must be persons able and

willing to play the triple role as shareholder, employer and .
worker. Therefore, the co-operative principle of open member-

snip has to be applied with certain restriftions, =2.9.

screening of candidates for membersnip during a probation

period (cZ. by-law 7(35)(b)).

Limited capacitv to acceot new members depcending on the numper

ot worX-places avallaple 1n <he .co-operative =2nterprise.

Capita. reguirements to establisih and develoo the co~operacive




enterprisa. Members must be D tC make contributi

"
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s
when acguiring memdbershlp (entrance fee, share) anéd to re-
frain from withdrawing tco much capital from the co-operative
enterprise in terms of high salaries and bonus payments but
rather agree to receive a limited return both on capital ané
labour so as to make provision for investment and contin-

gencies (cf. by-laws 22 and 23).

- Incentives for members to work hard and to participate in the

gconomic results of the co-operative enterprise without with-
drawing toc much capital from the cec-operative enterprise.
"The more effesctively the members weork and the more sacri-
fices they make in terms of foregcing possible earnings, the

. . . o . nal
greater will be the growth 1in the net weorth of the society ).

- rganization of work within the co-operative enterprise,

where members as workers have to £it into a certain hierarchy
of positions with the directors and manager in charge of
planning, allotment of tasks and distribution of jobs, while
members in general meeting enjoy equal rights independent of

their position in the co-operative enterprise.
~

- Salary and bonus payments have to be determined by the

members in general meeting - balancing the need of the in-
dividual members' families for a reasonable income and the
need of their joint enterprise which would suffer Zrom

under-capitalization.

Members as workers in the cooperative enterprise have different
skills and perform tasks of different nature. Salary and bonus
payment have to be determind in a way that 1s acceptani= for
every member and gives incentives to those members who take

over the more difficult, dangerous or dirty jobs.

1.2. General remarks concerning the model bv-laws prepared
by the UNIDO/SIDO project team

The model by-laws for primary industrial co-operatives of the
workers' productive co-operative society type are written in
clear and simple language. They are comprenensive, especially
where the by-laws car be useful to serve as guide-.ines for

the members and office-bearers of the society (e.g. objects,




sy-law 3; distribution of tasks between 2lacta2d board memders
and apoointad management, dy-law 31 to 33} and flexible

(2.g. qualification for membership, by-law 6(d)).

In the model by-laws =mphasis is placed on the basic prin-
ciples of workers' productive co-operative socisties which,
according to experience have to be respected, if an organiza-
tion of this type wants to succeed in the long run, however,
without »eing too dogmatic; =2.g. ralatively high entry fees
anéd share contributions (by-laws 8 and 9(3),(4) and (3)) which
will only attract such persons who are firmly committed to
co-operative work to beccme a memper; strict but realistic

limitations on employment of non-members (by-law 18).

2. Comments on provisions contained in the model bv-laws

and oroposed amendments

2.1. Share valuation system

The most important innovation and radical change from previous
model by-laws is the proposed intrcduction of a share valua-
tion system modeled along the line of the Mondragon Group of
workers' productive societi=2s (by-law 10). Such system of
share valuation in which the value of each members' shars

22) wauld .correspond

would depend on the society's periormance
in an optimal way to the need to give members an fncentive
to reinvest capital earned by the co-operative enterprise and
yet, tQ raceive an equitable portion of the surplus in case

o9f wizhdrawal from membership.

Howevar, under the Co-operative 3ocieties Act, 1982 this system

of share valuation cannot be implemented, unless the industrial .
co-operatives would be exempted from section 118(2) of the

_Co-operative Societies Act, 1982 (stipulating that shares f{rom
witndrawing members have to be purchased by the sociaty when

moneyv is available in a share transfer fund and that the amount

paid =o a2 member shnall not exceed the par value of the share),

Wwhich the Minister responsidla £or matzers r2lating to co-

operiative societi2s could do under section 174 of t=he Co-

operat=ive SociL2ties Act, 1332.
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If such exemption is nct granted, an alternative solution will

have to be found by which the fcllowing three effects can

be secured:

- to avoid under-capitalization of the co-operative enter-
prise by excessive distribution of surplus among the mem-
bers (who decide in general meeting on the distribition o:f
economic results);

- to increase the commitment of members by increasing the:ir
stake in the co-operative enterprise (their risk capital)
which will be reduced with losses and

- <to reward the efforts of the members whenh the society 1is

successful.

The dilemma of reinvestment of surplus in the co-operative
enterprise or distribution of surplus among the members could
be solved by issuing bonus shares to members where surplus

has accrued at the end of a financial year, instead of making

cash payment.

This possibility is referred to in section 36 (b) of the Co-
operative Societies Act, 1982 for consumers' societies:
“... a consumers society may .provide in its by-laws -
{b) that in lieu of the payment in cash of patronage bonus
due to a member the committee of the society may allot
to him shares in the society in the manner and to the

number mentioned in tue by-laws ...

However, the use of this alternative solution is complicatzed

by the concept of co-operative shares as reflected in the Co-

operative Societies Act, 1982. In section 118 of the Co-~

operative Societies Act, 1982 co-operative shares and share

capital are looked at in a way similar to company shares.

- share capital shall not be reduced without the consent of
the Registrar;

- a society has to establish a share transfer fund, which
shall not exceed 10 per cent of the subscribed share capital;

- members cannot withdraw their shares freely upon with-
drawal, but can only sell them at par value or below par

value to the share transfer fund, when monies are available

in this fund;




These gquotations show that co-operative shares are seen in the
Co-op.Soc. Act, 1982, as something that can be sold and pur-

chased and co-operative snare capital as a stable and fixed .
sum, whereas according to international »ractice co-opera-
tiva societies have a variable share capital and shares of
members of co-operative societies are seen as temporary money
contributions for financing the co-operative enterprise wnich
mempers can withdraw upon withdrawal from the soclaty subject
to certain limitations laid down in the by-laws whila new
shares can be issued to new members or to members desirous to
acquire additional shares so that there is no need for a
share transfer fund. Because of the limitation imposed by the
Co~operative Scocieties Act, 1982 on the withdrawal of sharsas
and on the amount to be credited to the share transfsr fund '
to allow purchase of shares from withdrawing members, the use

of bonus shares as a means to solve the problems discussed

earlier with regard to the pfoposed share valuaticn system may

not be fully suitable.

Another possibility would be the use of bonus certificaceas

or loan stock (cf. by-law 19(2)). The Co-operative Societies
Act, 1982 expressly provides for the distribution,éf the net
balanca to be distributed as bonus or a staff incentive bonus
scheme (section 121 Co-op. Soc. Act, 1982]).

The idea of issuing bonus certificactas iast2ad of 2ayiag dut
bonus in cash is contained in section 36(c) of the Co-opera-
tive Societies Act, 1982 with regard to Consumers Co-opera-
tives: ‘ .
"... a consumers society may provide in its by-laws ...
(¢) that in lieu of payment of patronage bonus in cash,

the society may require its members without the com-

pletion of individual contracts to undertaxe to makes a

lcan =5 the sociaty, from such patronage donus {or such

purposes and under such conditions as are provided in

the by~-laws..."




Such conditions could include for instance the payment of
inter=sst on bonus certificates, the right of the member %o
withdraw his bonus certificate after a certain period of time
{e.g. 5 years) or to withdraw it fcor certain purposes defined
in the by-laws, e.g. medical bills, education of children,
housing or funerals. Bonus certificates coulé be issued with

or without interest.

In order %o be prepared for the refund of bonus certificates

in the cases provided Zor under the by-laws, the society should
establish a special fund similar to the sinking fund under
section 40 Co-operative Societies Act, 1982 with reference to

housing societies.

If the idea of issuing bonus certificates would be accepted'as
a practicable alternative to the share valuation system, the
following sections of the model by-laws would have to be ad-
justed accordingly: by-laws 9(11), 10, 12(1), 16, 23(3),
38(£)(g). In py41aw 22(3)({a) the words "or bonus certificates"
would have to be added immediately after the words "cash bonus",
By-law 9(13) could be modified in such a way that a member
leaving the society for no reason considered valid by the

Board of Directors, or members expelled from the society may
forfeit up to fifty per cent of the value of their bonus
certificates at the discretion of the Board. ;
However, it appears to be more appropriate, to replace this
by-law by a modification of py-law 16 (liability of members).
According *o its present form, the liability of members to
contribute to the debts of the society in case of liguidation
is limited to the current value of his or her share. If the
share valuation system would have been applicable, this would
mean that the increased value of the shares would also increase
the liability of the members. Without the share valuation
system, members' liability would be limited to the fixed amount
of the share as it was paid when the share was acquired.

The only way to raise the members' liability, to increase the.r
stake in the co-operative and their commitment but also to

make the co-operative more creditworthy would be to introduce

members' liability by guarantee, a common feature of co-operative
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law in many countriss. This wculd mean tc medify zy-law 15
in such a way that the liability of a member tc contributes to
the debts of the society in case of liguidation shall be

limited to the walue of his or her share and in additicn to a

sum not exceeding the amount of two or more times the value

of his or her shars, when the total assets are iasuificient .
toc cover the total liabilitias of the socie-y at the time of
liguidation. In this case members would have Lo make 2qual
contridbutions to cover the liabilities of the sccisty up to
the limit set in the by-laws. In case of liquidation members’
liability could be set off against the amount of bonus certi-

ficates held by the society for each member.

2.2. Loans from non-members

Under section 109(1l)(¢c) Co-operative Societiss Act, 1982, a
society may receive deposits and loans from persons wio are

not members. This power of a society to raise capital through
the issue of loan stock or debentur2s to any person is taken

up in by-law 13(2). The problem to make such investments
attractive by offering a return to investors comparanls to

that of other forms of investment has been solved by fixing the
maximum rate of interest on such stock or debentures to not
more than two per cent above the prevailing 3Bank Rate. In

order to solve the other prcblams of avoiding undug itnfluence
by non-member stock-holders on the affairs of the sccisties,

it is stipulated tha%t such stock or holding shall not carry

any wvoting rights. However, this may not be suificiant.

Wherz non-members nold subsctanzial amounts of loan stock or
debenturas they exercise factual power over the sociaty (2.9.
threat to withdraw the money). There should be an additional
provision limiting the percentage of loan stock or debentures .
that non-members may hold in relation to the total assets of

the society.

2.3. Reserve fund

According %o sec=ion 120 of =he Co-cperative Soclati2s AcCT,

1382 evary sociaty snall maintain a2 reserve Zund.
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"Unless the Registrar otherwise approves, nct less than one-
£ifth of the gain or surplus resulting from the operations
of a registered society ... shall be carried to a reserve

fund" (section 43 Co-op.Soc. Rules, 1982).

For workers' productive co-operative societies which usually
suffer from under-capitalization, it is essential to build up

3 s0lid reserve fund and to generate capital for investment

anéd <o meet contingencies. Accordingly, the model by-laws
provide for at least fifty per cent of any disposable surplus
remaining in the society after all current liabilities have been
met or set aside, to be allocated to a reserve fund (by-law
22(1)) .

The purpose of the reserve fund is defined in by-law 23, how-
ever, it leaves to the discretion of the society to make pro-
visions for contingencies or to invest. It might be useiful

to differentiate more clearly between a reserve fund (to be
kept in form of liquid assets) to cover eventual losses and
investment funds to secure future viability, and to reguire

a minimum percentage to be set aside as a true reserve fund
which cannot be invested in fixed assets for the society
(e.g. twenty per cent). This is necessary tc aveoid a situation
where the reserve fund only exists on paper, but is not
available to cover a loss, because it is tied up ia fixed
assets. Furthermore, when bonus certificates are 1ssued, the
society would have %o build up a special contingency fund

for repayment of the value of bonus certificates to with-
drawing members. This idea is contained in secticn 40 cf the
Co-operative Societies Act, 1982 with regard to housing so-

cieties (sinking fund).

2.4. Special meetings

Workers' productive co-operative societies are a special

type of society whare the relationship between members 1is
very close (mempers meet daily at the work place) and where
the fate of the individual member depends heavily on the per-

formance of the co-operative enterprise. In such societies

annual general meetings are usually insufficient to deal with
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all matters of interest to the members and as a rule more frequent
meetings are held. Under the model by-laws such meetings are termed
"special meetings" but they may be routine meetings (e.g. every three
months). The true need for special meetings arises in emergencies,
where the board of directors wants to have difficult matters to be
decided by the members. In sucn cases it is essential that all mem-
bers héve a chance to attend and receiwve their invitation and agenda
in time. In by-law 28 it is stated that special meetings can be called
with due notice or by common consent.

A minimum time limit (say two clear days) could be useful to avoid
surprise meetings and ad hoc decisions without proper information
and preparation. Under the Co-operative Societies Rules, 1982 this
limit is fixed at seven days in case of a special general meeting
{section 25 (1) Co-ép. Soc. Rules, 1982).

2.5. Quorum

Under the Co-operative Societies Rules, 1982 (section 26) co-opera-
tive societies are given autonomy to prescribe in their by-laws
which number of members is required to be present at a general nmee-
ting to form a quorum, i. e. to take valid decisions in general mee-
ting. Only for rural co-opera;ives this matter is regulated to be
not less than one hundred members or fifty percentum of all the mem-
bers whichever is less. Section 26 (2) of the Co-operative Societies
Rules, 1982 only prescribes fifty per cent of all members and/or de-
legates entitled to attend and to vote at general ﬁeetings (i.e.

of all the members and/or delegates) for such societies wnich have
not fixed the gquorum in their by-laws.

3y-law 30 (1) takes account of the special requirements of workers' *
productive co-operative societies, where members can be called to-
gether easily and where it is even more essential than in other types .
of co-operatives for the successful running of the co-operative enter-
prise that all decisions affecting the life of the co-operative socie-
ty should be taken by as many members as possible. In by-law 30 (1)

it is proposed to raise the guorum to at least fifty per cent of all
registered members and in by-law 39 (1) for amendments of by-~laws

the gquorum is even fixed at at lsast three gquarters of the total

number of members of the society.




Por relatively small societies these provisions may be useful and
practicable. However, for societies haviang a large number of members
these model by-laws MY create the problem of meetings without a gquorum.
It is therefore suggested to use the mcre flexible formula prescribed
for rural co-operatives and also propcosed in the dratft by-laws for the
propocsed secondary society of industrial co-cperatives at national
level (draft by=-law 30 (1)) and to prescribe a split quorum with a
fixed minimum number of members for larger societies, e.g. "the gquorum
at general meetings shall be one half of the total number of members

or forty whichever is less” or in the case of amendment of by-laws:
"... nree quarters of the total number of members or sixty, whichever
is less".

2.6. Expulsion of members

In section 14 of the Co-operative Societies Rules, 1982 and
by~-law 12 the reasons are stated for which a member may Dde
expelled from a society. However, according to the principl=z:
of natural justice noc person shall be expelled from a sociecy
without having been given a chance to show cause why ne
should not be ekpelled. For the avoidance of doubt it is re-
commended to include provisions in the model by-laws which
guarantae this right of every member of being heard beicre
being expelled. This could be don= along the lines of section
110(1) of the Co-operative Scciaties Act of Zambia, 1970.

... the secretary shall provide the member against Qhom
complaints have been raised with written notice of the parti-
culars of the complaint and of the date, time and place of
~he meeting at wnich the complaint and the guesticn of =2x-
pulsicn of the member will be considerad. The member agarnstc
whomr the complaint nas been raised shall be given the opportu-
nity to make representations or submissions orally or in
writing or both. This right to be heard is granted to
suspended or expelled member societies under the draft by-

laws of tr - proposed secondary society for industrial co-

operati&es at national level, draft by-law 12(4).




2.7. Small adjustments of the %text

In some by-laws the wording of the text could be improved:

- by-law 13: "...in this, their own, Society, which is a workers'

co-operative"” could be replaced by "...in their society".
- by-law 26 (3) and 27 (1): the word "normally” snould be deleted to

avoid doubt.

In order tu cope with a situation where an urgent special general
meeting needs to be called, the following provisc should be added

to by-law 26 (3): "Provided that where a special meeting is urgently
requirad in a society where all members can be contacted by the
Secretary at the work place, such special meeting may be called in

such form and with such notice as the Board of Dirsctors may

approve”.




Comments on the Model Bv-Laws for Industrial Co-overatives

prepared by the Prime Minister's Office (PMO)

General Remarks

The draft of the model by-laws for industrial co-operatives
prepared by the PMO was received in SIDO on 23th December
1982 and was discussed in detail when the rapportsur arrived
for the second visit of Tanzania in February 1983.

The draft is mainly based on the model by-~laws cf the UNIDQ/
SIDO +eam( cf. suprapp.49-50 ) but contains a number of
changes. As a result of some omissions from the UNIDO/SIDO
draft, the logical sequence of sections is not always main=-
tained. (e.g. nc by-laws regulating the admission to member-
ship after registration and withdrawal from membership).

The PMOdraft is not made exclusively for industrial co-oper-
atives of the type oI workers' procductive co-operative so-
ciety, as in the UNIDO/SIDO draft, but also covers other types
0f industrial co-operatives (e.g. suptly and marketing co-

operatives for independént craftsmen, by-laws 16 (2), 28, 43).

One uf the major concerns of the UNIDO/SICO ;eém was to draft

their model by=~laws in such a way that the co-operative enter-

prise could be managed in a business-like manner and could |
work with maximum efficiency. This modern management concept

contained in the UNIDO/SIDO draft, which is essential Zor

successful operation of industrial co-operatives (and other

forms of co-operatives as well) was substituted in the PMO

draft by the traditional concept of management committee/

secretary.

Another shortcoming of the PMO draft model by-laws are the
cross references to provisions contained in the new Co-
operative Societies Act and Rules, 1982 although it is very
difficult for co-operatives t0o acgquira copiss of these texts.

Cross refersnces are among other =hings the rasuls of making




both the Act and the Rules are very comprenensive (examples
for such cross references are byv-laws 31 (2){(d), 37, 38 (5)
(c)).

By-laws should be understood by reading the text without
need to refer to other documents, especially‘where these
other documents are not readily available.

Finally there are some problems with the terminolaegy, =2.3.in
by-law 40 (f) it is said that the committee shall take de-
cisions on the wvalidity of withdrawals, wich shoulé r=ad
"validity of reasons for withdrawal"; according to by-law

40 (j) the committee shall furnish progressive economic re-
ports which should read "reports on eccnomic progress".

The text of the by-laws was obviously drafted in a hurz:
wilich would explain a number of inconsistencies and errors,
e.g. there is continuous reference to the Co-operative De-
velopment -Committee - which is only relevant for rural co-
cperatives but not for induastrial co-operatives (s&.g. by-
laws 31(2) (a) {£), 32 (2)(d), 40 (2){¢c), 42 (b){(d)); it is
stipulatad in by-law 12 (1) that each member shall hold at
least 5 shares but in the text reference is made to only

1 share {e.g. by-laws 12(3)(4), 14(3), 13).

Comments on Individual Sections of the PMO Draft Model

3y-Laws for Industrial Co-operatives

By-Law 6: The area from which membership is drawn as a
criterion for defining the membership group is more relevant
for agricultural co-operatives whereas for industrial co- .
operatives membership has to live or work in the area of
operation of the society.

Bv-Law 10 only deals with original members (10(1)) and
qualificaticns £cr membership (10(2)), without spelling out

that apart from original members there are persons admiztad
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to membership after ragistration on application (UNIDO/
SIDO draft model by-law 7) although later refarsnce is
made to admission (12(6), 13, 18). Admission of trainees
and part-timers to membership (UNIDO/SIDO draft model by-
law 6 (b) and (d)) has been omitted but was later taken up
in by-law 22.

Bv-Law 12: The share valuation system suggested in the
UNTDO/SIDO draft model by-laws (cf.supra, so. 32, 33) has
been substituted by a multiple share holding of at least
5 shares, which would make it possible to introduce bonus
shares. Where there is multiple shareholding there has to
be also a register oI members and shares and not only a
membership register (12(3)).

3dv-Law 13 (1) repeats by-law 12(58).

3v-Law 15 implies that members may withdraw from the society,
however, there is no provision for withdrawal, similar to
by-law 17 of the UNIDO/SIDO draft.

Bv-Law 16 (2) 1is mainly relevant in case of industrial co-

operatives where craftsmen work in individual worksheps and
use the co-operative society for supply, cradit and marketing
services. '

By-Law 16 omits breach of by-laws as a rezason for expulsion.

3v-Law 13: The refasrence to bdy-law 10 (1) is not corrsct.
By-law 10 (1) does not refer to persons admitted after regis-
tration.

By-Law 20: The by-law should be restructured into two para-
graphs, i.e. (1) {a){b){c) and (2).

Bv-Law 26 regulates the formation of 2 statutary reserve
fund but does not specify that such contingency fund snould

oe kept in form of liquid assets and should not be invested

in fixed assets.




Bv-Law 31 (2) (e) 1s a restrictive provision which follows

the new Rules but unnecessarily delimits the autonomy of the
management.Adherence to this provision will involve delays

and extra costs. The sum should te TSh 50,000/~ (zule 42).

By-Laws 34 (2) and 35 follow the recommendations made in the
UNIDO/SIDO draft. -

By-Law 38: The term "Management Committee" should be replaced

"

by "Board of Directors ".

By-Law 40(1) refers to administraticn and not to management.

By-Law 10 (2): The definition of duties and powers of the

management committee includes purely secretarial duties (e.g.
by-law 40 (2) (e)). The duty to resspect government directions
was included (40(2) (g)). Rather than appointing a managing
secretary (40 (2) (o)) in an industrial co-operative there is
need £or a.general manager.

Bv-Law 41 1s a new section and refers mainly to collective
management although the ooption to appoint one general manager
is left open. '

By-Law 43: In case of a workers' productive co-operative so-
ciety where the manager has to be appointed from among the
members/workers it may not be necessary to insist on consul-
tation with the Registrar before such appointment is made.

3v-Law 44: The manager/secretarv has mainly the duties of
a secretary (44(b),(d),(e), (£))

All points raised as comments to the PMO draft model by-laws
for industrial co-operatives were discussed in detail at a
meeting with the Co-operative Secretariat attended alsoc by the
the co-ordinator, Ministry of Industries, Mr. Nyamugali held
on 18th February. It was agrsed to redraft the model by-laws
for industrial co-operatives in the SIDO office and to present

the new drasft for £inal discussion to the ?MO. This work was
completed on the 24th February, 1983.
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Comments on the Model Bv-Laws for Rural Co-operative

Societies preparad hy the PMC

In the mcdel by-laws for rural co-operative societies pre-
pared by the PMO, it is =xpressly stated that the village
co-operatives to be established under the new co-operative

law will not be the re-established sociaties of the time before
1975 but will be basically the same type of organization which
was requlated by the Villages and Ujamaa Villages (Registration,
Designation and Administration) aAct, 1975, operating Jdemocra-
tically on the basis of the principles, methods and procedures
of cooperation and in accordance with its democratic socialist
and co-operative outlook, to implement the Ujamaa policy
{(by-law 7).

According to by-law 11, membership shall be open to avery
person who lives or works within the area of operation of
the society, however,under section 24 of the Co-op. Soc. Ack,
1982 every such person shall be a member of the rural co-
operativé society in which he is a resident, hence, member-

ship is automatic and compulsory.

According to by-law 16 a member may be expelled among cther
things for repeatedly neglecting his or her co-operative ob-
ligations in respect of safeguarding co-opergtive work dis-
cipline and regulations as detarmined by the general meeting.
It is difficult to see how automatic membership and expulsion
can be reconciled. Accordingly, in section 14 (2) Co-cperative
Societies Rules, 1982 it is statsd that the provisions relating
CO suspension and 2xpulsion of members shall not apoly to rural
Co-operatives and that instead the rights and privileges of
defaulting members shall be restricted.

In by~laws 42 to 51 the long term objectives of rural co-opera-
tive societies are outlined in some detail and give a more clear
idea of what is meant by "democratic socialist and co-operative
cutlook and Ujamaa policy". Zmphasis shall be placed on the de-
velopment of large scale farms as co-operative anterprises,
dlock farms as a subsidiaryvy undertaking 2nd individual farming

ranking last (by-law 42). The members snall declare the land

tiey Wish o ratain for their individual use and Adow thev shall




use it, while the remaining land shall be under the control
of the societv (by-law 43). However, the main aim is to
establish large scale co-operative farms managed like a state
owned farm (by-law 44).

Individual farming and husbandry are intended only to allow
additional means of satisfying the needs of members and their
families through personal efforts, following the conditions
prescribed by the society (by-law 50). Individual farming and
husbandry is expressly considered to he subordinate to the
interast of the society and shall not be allowed to develop
to an extent where it can impair the development of the so-
ciety's objectives (by-law 50(3)).

All members are bound to be ready for further work (in addi-
tion to the number of work units decided by the general meeting
to be performed by each member) on the co-operative farm, if
the fulfilment of production plans or the property of the
society are endangerad by wheather or other circumstances
(by-law 46). Finally, by-law 531 stipulates that all marketable
surplus of the individual farming and husbandry shall be
marketed through the society or otherwise with the permission

of the society in accordance with written laws.
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5. Check-list of areas which would require the fcrmulation of in- !

ternal rules of industrial co-operatives

Internal rules are provisions made by the members in general meeting
or by the board of directors and approved by the general meeting,
which lay down in some detail how the office-bearers and the manage-
ment have to £fulfil their tasks, how they distribute the functions
and duties among themselves and how the working process of the co-
operative enterprisé shall be organized.

Some of the matters usually contained in internal rules are already
covered by the model by-laws. This refers especially to the distri-
bution of tasks and description of duties and resvonsibilities of
office-bearers and of the management. Such matters could be descri-
bed in further detail in the internal rules, where necessary.

The following check-list is meant to serve as a guide for persons
(board members or members of special sub-committees of industrial
co-operatives) in charge of drafting such internal rules.

Check-1list

1. Distribution of tasks and responsibilities among the members of
the board of directors (model by-laws 34 (2) and 36 (b)).

2. Distribution of tasks and responsibilities amon§ the board of
directors and the management { model by=-laws 36 (g) and 37)
including N

(a) rules for the manager (model by-laws 36 (g) and 37);

(b) authority of the manager with regard to types of transactions
and amount of money up to which the manager may decide with-
out referring the matter to the board of directors for gricr
approval (model by-law 36 (3)).

3. Procedures of convening and conducting board meetings (model by-

law 35 (2)) including standing orders on how to conduct meetings.23

4. Constitution and tasks of sub-committees, advisory committees etc.
(model by-law 36 (d)).

5. Working rules regarding financial, ftechnical, commercial and ad-
ministrative matters (model by-law 36 (£f)) including

(a) signing of chéques, handling of cash;

(b) work plans, work distribution, job rotation, working nours,

salary schedules, annual leave, security at the work place.




6. Rules regarding the control of implementation of working rules
(model by-laws 22 (£} and 37 (¢)).

~1

Reporting systam (model by-laws 36 (h), (m), 37 (e}, (g), (n) and
38 (a)).

8. Planning system (model by-law 37 (a)).
9. Keeping of books and records (model by-law 37 (d)).

10. If not covered in the by-~laws: Definition of the management
functions (model by-law 37).

11. How to use the reserve fund {model bv-law 23).

12. Rules regarding the position of apprentices and probationers.

Note: This check-list was drawn up on the basis of the model by-laws

for industrial co-operatives drafted by the UNIDO/SIDOC project
team and reproduced in the UNIDO/SIDQ technical report "The le-
gal Framework for Industrial Co-operatives in Tanzania", Dar-es-

Salaam, May 1932, Appendix A.
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Part III Simplified version of model by-laws for small socisties

1. Introduction

The purpose of making by-laws is to give an organization a stable
basis by laying down in writing such rules and conditions which
every present and future member has to accept. By-laws regulate

the objects of the organization, its internal organizational struc-
ture, the rights and duties of members and the way in which the or-

ganization deals with third parties.

Before a co-operative society can be registered, it has to prepare
a set of by-laws in conformity with the Co-operative Societies act,
the Co-operative Societies Rules and the Co-operative Principles.
Matters to be dealt with in the by-laws are usually prescribed in
the Co-operative Socisties Act or in Schedulss attached to the Act
{(e.g. Second Scheduls, section 20 Co-op. Soc. Act of Zambia, 1970).

In section 85 (2) Co-operative Societies Act, 7982 it is said that

a co-operative society may make by-laws for the matters listed in
that section of the law. Even though the wording implies that co-
operative societies may follow this list or make different by-laws,
the Registrar usually insists that all relevant matters enumerated
in section 85 (2) are covered. There is even a tendency to insist
that model by-laws are adopted without major changes and that devia-

tions from the model by-laws are discouraged.

small groups of craftsmen or skilled workers who come together to
form a simple pre-cooperative organization are well advised to make
effcrts to obtain registration as a co-operative soéiety as soon as
possible, if they want to be officially recognized by the government
as a body corporate which is for instance a precondition to open a
bank account in the name of the organization and to limit the liabi-
lity of the members for the debts of the organization.

Under the new Co-operative Societies Act, 1982 (section 53) it

is possible to register small societies with less than 10 members
with the approval of the Registrar. Therefore, the privilege of ob-
taining official recognition by registration can be enjoyed even by
small groups.

Larger groups of 10 or more persons will have o seek registration
either under the Co-cperative Societies Act, under the Societies Act
or (if more than 20) under the Companies Ordinance if they do not wanc

to run the risk of seing considered an unlawful organization.




Where small groups are not yet prapared to operate as co-operative

societies but intend to acquire the status of a registerad co-ope-
rative society at a later time, it is advisable for the group to
start from the beginning with a simplified version of by-laws which,
nowever, are drafted in such a way that they constitute a first step
tewards fully-fledged co-operative by-laws required Zfor registration,
even if not all by-laws are implemented at the initial stage.

Therefore, the simplified version should already contain all the neces-
sary elements that are later needed to meet the requirements set out
in the law for registration. This refers to small pre-cocperative
groups as well as to probationary co-cperative societies which will
have to presant to the Registrar by-laws in accordance with the Co-
operative Societies Act, the Rules made under the Act and the Co-ope-
rative Principles within a period of not more than two years.

Accordingly, the fo'lowing simplified version of model by-laws was
drafted along the .ines of the model by-laws for industrial co-ope-
ratives preparad by the UNIDO/SIDO project team.




2. Text

Simplified Model Bv~laws for Small Societies

1. Name and Address

(1) The name of the society shall be ...

(2) The address of the society shall be ...
Any change of address shall be notified to the Registrar
within seven days of such change.

2. Objects

The objects of the society shall be to promote the economic
and social welfare of its members in accordance with co-
operative principles primarily through the business of ...
and all other activities incidental or conducive to the
attainmeni of the objects of the society.

A

3. Powers

The society shall have power to do all things necessary or
expedient for the accomplishment of its objects.

4. Qualification for Membership

Membership in the society shall be open to all persons of
more than 18 years of age gqualified in any craft, trade or
profession relevant to the society's present or future acti-
vities.

5. Acquisition of Membershio

(1) Membership can be acquired

a) by signing the application for registration of the

soclety and acquisition of at least one share of ... Shs.




{b) By admission by the Board of Directors upon appli-
cation and payment of entrance fee of ... Shs. and
at least one share of ... Shs. The application shall
be made in writing and contain a statement signed by
the applicant that he or she has read the by-laws and
agrees to abide by them.

{2) Applicants may be required to serve a period of probation
before their application is considered by the Board of
Directors.

(3) Where an application is rejected the society shall retusn
the payments of entrance fee and share to the applicant.

6. Loss of membership

(1) Membership can be lost

(a) by withdrawal on giving three months notice to the
seéretary of the society and settling any debt due
from the withdrawing member to the society;

(b) by termination through insanity or death of the member;

(c) by expulsion from the society by decision taken by
members in general meeting for any of the following
reasons: '

{i) deliberate violation of these by-laws or any
working rules made thereunder;
{1i) failure to pay any sum of money due from the
member to the society;
(iii)action held to be dishonest or prejudicial to
the interests of the society:; .
(iv)conviction of a criminal or civil offence in-
volving dishonesty, resulting in imprisonment for
six months or more.

(2) No member shall be expelled without being given a chance
=0 show cause why he or she should not be removed from
mempbership.




7. Rights and Cbligations of Members

(1) Every member shall have the right

(a) to at*tend all general meetings and to vota;

(b) to use the facilities of the society and to work
subject to any working rules made under these
by-laws;

{c) to participate in any surplus accrued from the
operations of the society ¢nd not regquired for
allocation to reserve funds, investments or other
expenditure authorized under these by-laws or by the
members in general meeting;

(d) to be. informed on all matters concerning the econocmic
and fiaancial situation of the society.

{2) Every member shall have the duty

(a} to abide by these by-laws and by decisions oI the
general meeting of members and the Board of Directors;

(b) to work in the society's enterprise if work is
available;

{c) to make all payments due to the society under these
by-laws;

(d) to be liable for the debts of the society upon liqui-
dation where the assets of the society are insufficient
to cover the society's obligations up to a sum of ...
Shs. and

(e) in general to do all things necessary for the success-
ful development of the society.

8. Employment of Non-members

{1) A society shall not employ any non-member on a permanent
basis within the society's enterprise, other than pro-
bationers and apprentices.

(2) In exceptional cases and subject t» the approval of the
general meeting non-members may be employed for a specified
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periocd not exceeding ... months.

9. General #Aeetings

(1) The general meeting of members shall be the supreme
authority of the society.

(2) The annual general meeting shall attend to all or any

of the following matters:

{a) election, suspension or removal of members of the
3oard of Directors;

{(b) decisions on membership applications and expulsicon of
members;

(c) consideration of the annual report and statement of
accounts for the past financial year prepared by the
Board of Directors;

(d) corsideration of the report of auditors;

(e) approval of the work programme and budget of the
society presented by the Board of Directors for the
ensuing year;

(£) establishment of the maximum liability up to which
the society may become indebted;

(g) amendment of these by-laws;

{(h) decisions on all other matters included in the
agenda.

(3) Special general meetings may be called at any time by
the Board of Directors or on demand of not less than
one quarter of all members.

10. Convocation of General ileetings

(1) Annual general meetings shall be called by the cecre-
tary by giving written notice to all members of the
society not less than two weeks before the meeting,
specifying the date, hour, place and agenda.

(2) Special general meetings shall be called by the Secre-
tary with at least .... days written notice, speci-
£ying the date, hour, place and the business to be trans-
acted. |
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11. Procedure and General Meetings

(1) The presence of at least one half of the total number
of members of the society shall be necessary £for the

disposal of any business at any general meeting.

(2) The Chairman of the Board of Directors, or, in his ab-
sence, any other member of the general meeting chosen

by common consent,shall preside over a general meeting.

(3) Every member present shall have one vote ané there shall
be no voting by proxy.

{(4) All decisions shall be taken by a majority of votes.

(5) The decisions taken shall be recorded in a minute book,
kept by the Secretary and signed at the end of the
meeting by the Chairman and the Secretary.

12. Board of Directors

(1) The Board of Directors of a society shall consist of not
less than five persons elected by the annual general
meeting from among the members of the society.

(2) Voting shall ke by show of hand or if one Director
SO0 requires, by secret ballot. .

(3) Directors shall serve for a term of three years and
may stand for re-election.

(4) A director shall cease to nold office if he or she

(a) ceases to be a member of the society:

(b) resigns;

(c) is disqualified under the law;

(d) is removed from office by vote of no confidence
passed in a general meeting by secret ballot after
having been given opportunity of being heard;

(e) is absent from three consecutive board meetings
without good reason.
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Where any vacancy occurs in the Board of Directors,
the remaining board memhers may co-opt any member of
the society to £ill the vacancy until ‘he next annual

general meeting.

13. Chairman

(1)

(2)

(3)

The Chairman of the society shall be elected by the
Board of Directors from among themselves for a

period of ... year(s).

The Chairman shall preside at all meetings of the 3card
of Directors and all general meetings.

The Chairman shall represent the society in transactions
with third parties and in dealings with authorities.

14. Secretarv

The Secfetary of the scciety shall be elected by the Board

of Directors from among themselves for a period of ... year(s).

15. Meetings of the Board of Directors

(1)

(2)

(3)

(4)

The Board of Directors shall meet as often as the busi-
ness of the society requires but not less than four

times a year.
Three directors shall form a guorum.

Each director shall have one vote. Where the votes are
equally divided, the Chairman shall have a casting
vote.

All business discussed or decided at ewvery board meeting
shall be recorded in a minute book, signec by all di-
sectors present at the end of the meeting.
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16. Functicns of the Board of Directors

(1) In general the Board of Directors shall be responsible
for the policy formulation, planning and monitoring
of the society's performance.

(2} In particular, the Board of Directors shall

(a) appoint such sub-committees or advisory committees
as it may consider necessary to assist the Board
in decision making;

(b) appoint a general manager, accountant or cther ma-
nagement positions to manage the day-to-day operations
of the society within the policies and rules laid
down by the Board of Directors;

(c) ensure control of the implementation of the policies
and working rules regarding financial, technical,
commercial and administrative matters;

(&) approve proposals made by the management for expendi-
ture and authorize the management to enter into con-
“tracts on behalf of the society;

(e) institute, conduct, defend, compromise or abandon
legal proceedings through any director or other
member of the society;

(£) summon general meetings;

(g) submit to the annual general meeting’ an annual report
and the balance sheet and accounts for the past fi-
nancial year and plans and budgets for the ensuing
year;

{(h) appoint anyone of its members to represent the so-
ciety as a delegate to a secondary society of which
the society is a member;

(1) do all that is necessary, incidental or conducive to
the attainment of the objects of the society.

17. Functions of management

(1) In general the functions of management shall be to manage
e day-to-cay cperations of the society in accordance with

the policies and rules laid down by the Board of Directors.




——

(2) In particular, the management shall be responsible for:

(a)

(b)

(c)

(d)

(e)

(£)

preparing plans for each financial year to be sub-
mitted to the Board of Directors for approval;
implementing agreed plans with agreed operating
and capital budgets:

maintaining proper books and records of the so-
ciety's business activities;

preparing reqular progress reports and submitting
them to the Board of Diresctors:;

preparing the annual accounts and balance sheet
for submission to the Board of Directors and the
auditors befora the end of the financial year;
doing all other things to ensure the success of
the society.

18. Duties of the Secretarv

The duties of the Secretary shall include:

(a)
{b)
(c)

(d)

(e)

convening and preparation of all meetings;
recording of the minutes of all meetings;
maintaining a register of directors, of members
and of shares;

dealing with applications for membersnip, paymencts
connected with acquisition of membership, withdrawals
and expulsion of members:;

conducting such correspondance as may be required
in the corporate name cf the society and dealing
with all the other matters affecting the corpcrate
life of the society as may be required.

19. Funds ¢f the Society

The funds of the society may’consist of:

(a)

(b)
(¢)
(d)

capital contributions by the members in form of
entrance fees and sharesg;

loans;

gifts;

retained surplus;




(e) money received or realized otherwise.

20. Application of Funds

The funds of the society shall be applied only to the
furtherance of its stated objectives in accordance with
these by-laws.

21. Disposal of Surnlus

{1) At least 50 % of any disposable surplus remaining in
the society after all current liabilities have been

met or set aside shall be allocated to a reserve fund.

(2) The surplus :.emaining after the allocation of the re-
serve fund may be allocated as decided by the general
meeting of members, including:

(a) a cash bonus to all members;

(b) bonus certificates to all members which shall not
be withdrawable before expiration of .... year(s);

(c)‘a cash bonus to probationers and apprentices;

(d) any other purpose for the benefit of the members.

22. Reserve Fund

(1) The reserve fund shall assure the futuré viability
of the society.

{2) At least 20 % of the reserve fund shall be kept in
liquid assets.

(3) The remainder may be used for investments approved by

the general meeting.

23. Financial Year

The financial year of the society shall be from ... to ...
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24. Audit

The books of accounts of the society shall be audited once
in every year by an officer of the co-cperative audit and
supervision corporation.

25. Amendment of By-Laws

(1) The society may amend its by-laws subject to the pro-

visions of the Co-operative Societies Act, 1982.

(2) Every such amendment shall he made by a resolution
adopted at a general meeting attended by at least
three quarters of the total number of members of the
society by a majority of three quarters of the members
present and voting.

(3) No amendment of by-laws can be implemented without the
prior consent in writing of the Registrar of Co-operative

Societies obtained upon application to him.

26. Liguidation

The society stall be liguidated only in accordance with
provisions of the Co-operative Societies Act, 1982.




Part IV Comments on the draft bv-laws for the proposed

secondarv society of industrial co-operatives
23)

at national level

1. General remarks

As part of the second UNIDO/SIDO project, Development of
Industrial Co-operatives - Phase II, efforts are made to
assist the industrial cc-operatives to set up and inizially
operate a secondary society of industrial co-aoperatives at
national level to promote the development cf co-operative
industries. These efforts had to be stopped following advice
from the highestlevel until the new Co-operative Societies
Act, 1982 was passed in Parliament in April 1982 and the text
of the law was pub:iished in July 1982. After publication of
the Co-operative Societies Act, 1982 it was still debated
whether a secondary society of industrial co-operatives at
national leval could be formed (for details see supra, pp.
11-15 anéd 18-21, infra, Appendix II, pP. $1-109).

The draft by-laws for the proposed secondary society of
industrial co-operatives were.prepared by the UNIDO/SIDC project
team as a basis for discussion at a first national con-

ference of industrial co-operative societies to be adopted with
eventual modifications by the future member societies of the
proposed secondary society, after clearance to proceed has

been obtained from the Government.

As in the case of the model by-laws for primary industr:ial
co~-operatives, the draft by-laws for the proposed secondary
society of industrial co-operatives at national level are
written in clear and simple language and constitute a complete
and comprehensive legal framework for the operations of tne
proposed secondary society. The draft by-laws are flexible so
as to allow development without artificial limitations (e.g.
by-law B8: gualification for membership: any registered co-
operative sociaty engaged in industrial activity wnich would
include village multipurpose co-operatives). There is not
much to add to the explanations given to salient points of
the draft by-laws in the fourth Technical Report24),




2. Comments on provisions contained in the drait bv-laws

and oroonosed amendments

2.1. Name

Under the new Co-operativé Socisties Act, 1982 the term
"Co~-operative Union" is already rasserved for regional and
distr-ict unions o. multipurpose co-operatives (section 13(3)
Co-¢p.Soc. Act, 1982). Therefore, the secondary sociaty of
industrial co-operatives at national level to be formed under
section 16 of the Co-operative Societies Act, 1982 or after
exemption from section 15(3) under section 174 of the Co-
operative Societies Act, 1982, will have to adopt a name wnicn
does not include the term "Union". It is recommended to

use the name "Tanzania Industrial Co-operatives' Federation”
(TICOF) limited.

2.2. Objects

In py-law 4 it' is mentioned as one of che objects 0of the pro-
posed secondary society to represent the interests of its
affiliates at the international level. This may come into
conflict with the objects of the apex organization provided
for in section 20(2)(h) of the Co-operative Socileties Act,
1932.

2.3. Industrial Co~-operative Develooment Fund

The Industrial Co-operacive Develooment Fund mentioned in
by-law 4(h) under the objects clause and in by=-law 21l as one
manner ¢of investing funds of the secondary society not re-
quired for current use and referred to as an "Approved Fund”
under the model by-laws for industrial co-operatives (by-law
19(3)) is not very clearly defined. It is suggested to add

a special by-law on this Industrial Co-operative Development
Fund immediately aftar by-law 21, in which the nature of the
fund 1is described as being a rotating fund and tne sourcs

of =he Fund are 1dentified, 1.2. rapayment of giliits Dy primary
co-operatives, interast pearing deposits of surplus funds of

rimary soc¢ieties, grants or loans dy national and international

‘0

development agencias and surplus funds of =n2 secondary society 25)
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3. Comments on the Draft Constitution and Bv-laws of the Proposed

Tanzania Association of Industrial Co—-operatives

The constitution and by-laws of the proposed Tanzania Association of
Industrial Co-~operatives were drafted closely along the lines of the
by-laws for the proposed but later disallowed Mational Union of In-
dustrial Co-operatives elaborated by the manager of the UNIDO/SIDO
project, Mr. D.M. Scott. The main deviation frcm that model was to
exclude all provisions referring to economic activities undertaken

by the Association itself as a primary objective.

According to the new draft by-laws the Association is conceived mainly
as a pressure group and representative body wnich does not envisage

in the near future to establish its own wholesale, supply and marketing
facilities, which would require investment of funds far beyond reach

of the affiliated societies, but rather to act as a spokesman and agent
for the affiliated co-operatives in dealings with the Government, para-

statal organizations and other business partners.
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Part V Comments on existing registration procedures of industrial

co-operatives

One of the findings of the survey on industrial co-operatives in
Tanzania conducted by the UNIDO/SIDO project team was the fact that
"not one of the 125 societies visited was able to produce evidence

of any feasibility study carried out before registration"27) and th=t

there wera some bogus societies which should not have been registered
28)

at all .

Accordingly, it was recommended in the Report on the Develcpment of
Industrial Co-operatives in Tanzania (p. 21) that measures should be
adopted

- to establish potential viability and

- to assure co-operative authenticity.

Under the Cc-operative Societies Act, 1982 and the Co-operative So-
cieties Rules, 1932 both matters ara taken care of, even though it
appears that the existing provisions of the law have not always been
implemented.

Sections 3 and 4 of the Co-cnerative Societies Rules, 1332 which

ara identical to sections 3 and 4 of the 1968 Rules contain good

and comprehensive provisions for the formation of co-operative socie-
ties of all types with a detailed description of the steps to pe
taken by a formation committee, which - according to the new Co-ope-
rative Societies Act, 1982 may consist of less than 10 members if the
Registrar approves (section 63 (1) proviso, Co-op. Scc. Act, 1982).

In section 4 (¢) and (d) of the Co-operative Societies Rules, 19382
the formation committee is requested to "undertake, in consulctation
with the co-operative officer, a feasibility study into the economic
and practical aspects of the activities to be carried out by the pro-
pos2d society"” and "to prepare, on the feasibility study and in such
form as the Registrar may approve, a viability statement for submis-
sion to the Registrar". Also a record of the probable share contri-
butions has to be compiled (section 4 (e) Co=-op. Soc. Rules, 1982).

Under section 69 (3) of the new Co-operative Societies Act, 198:
every application for registration as a co-operative society nhas to
be accompanied by "a report.... of a feasibility study indicating

the viability of the society..." and registration should be refused
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if the Registrar is not satisfied that the new society is likely to
be viable (section 70 (1) Co-op. Soc. Act, 1982).

Hence, the Registrar has the statutory duty to establish the potential
viability before registering a coc-operative society.

The same applies with regard to co-cperative authenticity. According
to section 70 (1) of the Co-operative Societies Act, 1982 the Regis-
trar may only register a new co-operative society if he is satisfiad
"that the proposed by-laws are not contrary to..,the co-operative

principles”.

If these requirements are not met but the Registrar is satisfied

that the applicants will undertake the necessary steps to meet all
requirements, the Registrar may defer registration until the new so-
ciety has complied with all provisions of the law and directions given
by the Registrar (section 72 (1} Co-op. Soc. Act, 1982). By such no-
tice of deferment the new society becomes a probationary society which
is subject to special legal provisions but entitled to operate as a
registered society for a period not exceeding two years (secticon 72

(3) =0 (11) Co=-op. Soc. Act, 1982).

In order to avoid undue delays of registration the new Co-operative
Societies Act, 1982 stipulates in section 73 (1) that the Registrar
shall consider and decide on an avplication for registration within
ninety days from the date of application.

From the legal point of view the formation and registration procedu-
res laid down in the Co-operative Societies Act, 1982 and the Co-ope-

rative Societies Rules, 1932 are adequatezg).

Problems may arise in
practical application sf these provisions mainly due to limizaz.ons

regarding trained staff to implement them.

For the registration of industrial co-operatives two recommendations
can be made as to preparation of feasibility studies and commencement
of operations.

Officers of the Co-operative Development Department will not always
be familiar with the special problems witi: regard to the feasibility
of industrial ventures of industrial co-operatives, especially as
far as technical feasibility is concerned. It is therefore recommen-
ded to include a provision in futurs Rules to the effect that in

case of an industrial co-cperative the feasibility study ind the via-
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bility statement which have to accempany an application for registra-

tion, should be made by a specialized technical agency such as SIDO.

The Co-operative Societies Act, 1982 provides in secticn 38 that no
building constructicn or housing society society shall commence ope-
rations until it has furnished satisfactory evidence to the Registrar
that some Of its members have received the necessary training for the
satisfactory completion of the project the society expects to un-
dertake and that the capital furrnished by the members is equal to the
amount initiallv prescribed in the by-laws (and used as a basis for
calculation in the feasibility study). This special provision for
building construction and housing societies is important Zor other

tyoves of industrial co-operatives as well.

To some extent this. idea was taken up in rule 73, where it is stated
that the members of an industrial co-operative socisty have to prove
to the Registrar that they have the necessary skills to carry out a

contracet.

Under the new Rules, 1982 the Registrar is also empowerad to prescribe
certain requirements with regard to trairing, capital stc. pefore re=
gistration, following the example of the Zambian legislation (rule 6).
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Hans~d. Minkner

UNIDO Consultant on Industrial

Co-operative Legislation

Prosect No. US/URT/81/200, Development of Industrial Co-operatives

Workplan for mission in Tanzania, 11 Julv to 17 August, 1982

11 July

12 July

13 July

14 July

15 July

16 July

17 July

19 July

20 Ju

'-4
o

21 July

(Su)

(Mo) 12.00

(Tue)

{wed)

(Sat)

{Mo)

(Tue)

{(Wed)

Departure £rom Marburg, Flight Frankfurt-
Dar-es-Salaam

Arrival in Dar-es-Salaam
Meeting with Project Manager Mr.D.M. Scott

Visit of UNDP-Qffice, collection of Documents,
Introduction to Cfficers,

visit of SIDO Office, discussion with Massrs.
Scott, Shepherd and Ruringe on project,

study of files

Administrative formalities at UNDP Qffice,

Meeting with Director General of SIDO, Mr.

E.B. Toroka, continuation of discussion on ~
project

Discussion witii Mr. Scott, study of files

ttempt to purchase texts of new laws at
Government Bookshop, texts not yet available
Meeting with Director of Research and Planning
of SIDO, Mr. J. S. Mlagala
Meeting with the Minister Ior Industries, The
don. B.P. Mramba, M.?.

Meeting witi Director of Training of SIDO,
Mr. D. Rulagora, Director of Marksting, Mr.
F. Mangoni and Chief Accountant, Mr. 7. Kessi

Visit of twe industrial cooperatives in Dar-
es-Salaam, TAMECO (Metal workars) and Tkombozi
Tailors,

Study of files

Jisiz of 3 industrial cooperatives 1ln Dar-es-
Salaam, Jitegemee Tailors' multipurpose societ:
(of women), Kyawatama Brushmakers' socie.y and
Washona viatu Shoemakers' society

evening: meeting with ag. Secretary General of
UCS, Mr. Temu

Attempt to obtain the texts of the new laws
directly from the Government Printer, texts
not yet ready,

me2ting with Mr. A.Q.A.R. Mukri, Advocate,
together with Mr. Mukri visit of the Dean of
the Faculty of Law, University of Dar-es-Salaar
actempt to obtain texts of tihe law of Societie:
Partnerships and Companies (these texts wersa
later provided by Mr. Mukri).




22

23

24
26

28

29

30

31

July (Thu)
July (Fri)
July (Sat)
July (Mo)
July (Tue)
July (Wed)
July (Thu)
July (Fri)
July (Sat)
August (Su)
August (Mo)

Avgqust

August

(Tug)

(Wed)
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Public Holiday, study of files and documents,
Meeting with Mr. Lindgren at the Swedish Zm-~
bassy

Public Holiday, Meeting with Mrs. Xcch-Ruhlmanr
First Secrastary of Embassy of the Federal Re-
public of Germany, discussion on tachnical
assistance to industrial cooperatives and SIDO,
study of background material

Study of files at SIDO QOffice

Study of legal texts (Partnerships, Companies)
provided by Mr. Mukri, SIDO Office,

meeting with UNDP staff at UNDP Office,

visit of ILO Qffice, discussion with Mr. Grey,
EEC delegation

Visit of two industrial cooperatives in Dar-
es-Salaam, Coast Regiocn Carpenters' cooperative
society and Habari Printers.

Copy of the new Acts obtained directlv from
Government Printer

Visit of one industrial ccoperative in Dar-es-
Salaam, African Construction (multipurpose)
society, study of background matsrial at SIDO
Office

Meeting with Prof. Maeda, State House,
study of legal texts, SIDO Office

Travel to Morogoro, meeting with SIPO at SIDO
Regional Office, visit of 3 industrial coope-
ratives, MOREBUCO (woodworkers) society, SEXULL
(tailors) society and a small shoemakers' socie
ty.

Continuation of travel on Ifakara Road to
Kidodi, return to Dar-es-Salaam

Meeting with Mr. Kahewanga and Mr. Mwasha of
the Cooperative Secretariat, discussion on
cooperative development policy and new legis-
lation (10.00 to 14.30)

SIDO Office, drafting of discussion paper for
the Minister Zor Inc .striss

Meeting with Mr. Henein, SIDFA, at UNDP OQOffice
Flight to Kilimanjaro Airport, meeting with
SIPO and staff of the SICO Regional Office

at Moshi

Visit of ICA Pegional Office, Moshi, visit of
the Moshi Industrial Estate (4 units), visit
of two industrial cooperatives, Kivumi (Uru)
Shoemakers' cooperative (dormant) and Kivuki
Metal Work and Engineering Society

Visit of the Co-operative College, discussion
with the Principal, Mr. Mahuwi and the Head of
the Legal Depar«ment, Mrs. E. Minde, discussio
of cocperative development and cooperative law
with Mrs. Minde and Mr. A.M. Kimario, ICA Re-
gional Office (13.00 to 21.00)




10

11

12

13

14

15

16

17

August

August

August

August

August

August

August

August

August

August

August

August

{Thu)

(Sat)

(Mo)

(Tue)

{Wed)

{Thu)

{Fri)

{(sat)

(Su)

(Mo)

{Tue)

Flight from Kilimanjaro Airport to Dar-es-
Salaam,
study of background material at SIDC Office

Finalizing the discussion paper £or the Ministe
for Industries,
visit of UNCP OQOffice

Meeting with the Commissioner for Cooperative
Development, Mr. Bulegi, discussion with Mr.
Max, PMO, meeting with Mr. G. Lemke, Project
Coordinator, Nordic Project, discussion with
Prof. Maeda, State House,

evening: meeting with Mr. F. Spengler, consul-
tant on credit union develapment at UCS

Meeting with Mr. Henein, SIDFA, at UNDP Office,
briefing on discussion paper for the Minister
for Industries,

meeting with Mr. F. Naeff, Third Secretary of
the Embassy of the Netherlands, discussion on
technical assistancs tc SIDC

Study of legal documents at SIDO Office,
visit of the Embassy of the Federal Republic
of Germany, discussion on promotion of small
scale industries in the Tanga Region (TIRDEP)
with Mrs. Koch-Ruhlmann

Travel to Tanga by road, arrival 14.00 hours,
meeting with the Economist of the SIDC Regional
Office, Mr. Mmari, meeting with the Regional
Planning Officer, Mr. Mshoto and the Project
Manager of TIRDEP, Mr. Esche

Meeting with SIPO, Mr. Gongo, visit of 3 indus-
trial cooperatives, Ushirika wa Mafundi Bomba
Rangi na Ujenzi (pipe fitters and construction
workers society), Ushirika wa Kiwanda cha Wale-
mavu (tailors) and Ushirika wa Waocka Mikate
(bakery) and visit of a workshop for the handi-
capped (wood works), visit of Industrial Estate
Meeting with TIRDEP staff

Travel from Tanga by rcad to Xorogwe, visit of
the Industrial Settlament, discussion with

Mr. Weissenstein (TIRDEP) and visit of a car-
penter ccoperative and a metal workers' coopera
tive, return to Dar-es~Salaam by road

Debriefing at UNDP Office, attempt to meet the
Minister for Industries - who is still on travel
in Eastern Europe; final discJdssion with the
Director General of SIDO, Fare-well dinner
Meeting with Mr, Brown-Gwililupi in his home,
who is too sick to discuss problems of coopera-
tive development in Tanzania

Preparation for Departure

Meeting with Mrs. Koch-Ruhlmann, German Embassy
discussion on possibilitias to premote indusctri
al cooperatives

Departure to rfrankfurt via Zurich
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Workplan for second visit of Tanzania, 10 to 25 February, 1983

10 February

1

1

12

1

3

14

16

17

18

19

2

1

February
February
February

February

February

February

February

February

February

February

22 February

(Thu)

(FPri)
(Sa)
(Su)
(Mo)

(Tue)

{Wed)

{Thu)

(Fri)

{sat)

(Mo)

{Tue)

23 February (Wed)

2
2

4
5

february
February

(Thu)
(Fri)

9.45 a.m.

Departurs f£from Marburg, Flight Frankiurt -
Vienna
Briefing at UNIDO

Briefing at UNIDO continued
Flight Vienna - Dar-es-Saiaam
Arrival in Dar-es-Salaam

SIDO Qffice, discussion of model by-laws
with Project Manager, Mr. D.M. Scott,

visit of UNDP Qffice

afternoon: discussion with Messrs. Xanewan-
ga, Mwasha, Kazwala, Ngotolainyo of Co-ope-
rative Secretariat

SIDO Office, work on model by-laws
meeting with Mr. Nyamugali, Co-ordinator,
Ministry of Industries

SIDO Office, work on "Guide for Co-opera-
tive Entrepreneurs”

meeting with the Hon. B.P. Mramba, Minister
for Industries

meeting with the new Chairman of UCS, Mr.
David Hollela

SIDO QOffice, work on "Guide for Co-opera-
tive Entrepreneurs”

meeting with Dr. Koch-Ruhlmann, Embassy
of the Faderal Republic of Germany

Meeting with Co-operative Secretariat on
model by-laws for industrial co-opera-
tives (Messrs. Xahewanga, Ngotolainyo,
Kawambwa, Nvamugali and the UNIDO/SIDO
team)

Meeting with Mr. F. Spengler, Credit Union
adviser to UCS

SIDO Office, completicn 9f work on "Guide
for Co-operative Entrepreneurs”, work on
model by-laws

SIDOC Office, meeting with task force =0
prepare the formation of an association

of industrial co-operatives, Chairman Mr.
Maembe

meeting with the Director General of SIDO,
Mr. E.B. Toroka

afternoon: Drafting of the by-laws of the
oroposed Tanzania Association of Industvial
Co-operatives

SIDO Office, finalization of by-laws of pro-
posed Tan-ania Association of Industrial
Co-operatives

SIDO Office, visit of UNDP Office, debriefing

8.10 a.m. Flight Dar-es-Salaam - Zurich - Frankiurt




- 91 -

Appendix II

Arcuments for Settinc up a Secondary Society of Industrial

Co-oneratives

prepared by Hans-H. MUNKNER, UNIDO CONSULTANT for

Co-operative Legislation

Dar es Salaam, August 1982

Summarv of Recommendations

-

i.

It is declared policy of the government to promote small
scale industries in all parts of the country, especially out-
side the major urban areas and to encourage craftsmen,
artisans and skilled workers to organise themselves in
industrial co-operatives.

If this policy-is seriously pursued, the formation c¢f a
s2condary society of industrial co-operativas as proposed
by the members of these societies and supported by the
Ministry of Industries should be welcomed as an important
step towards strengthening fhe development of industrial
co-operative soclieties in the country.

The only form in which an economically viable joint organi-
sation of existing industrial co-operatives can be estab-
lished is a secondary society operating at national level.
T> concentrate on establishing a regional union of indus-
trial co-operatives in Dar es Salaam would not be feasible
for economic reasons (only 30 active sccieties). Further-
more, such move would encourage the development of in-
dustrial co-operatives in an urban centre and attract more
craftsmen and artisans to work in Dar es Salaam rather

than to encourage the development of small scale industries
on co-operatives lines in other regions and districts.
Regicnal unions for industrial co-operatives or small scale
industry branches in regional multipurpose unions would not
pe in a position to promote the development of inaustrial
co-operatives effectively,
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The new Co-operative Societies Act rules cut the formation of
industrial co-operatives in villages, but allows the astab-
lisnment of specialised groups within multipurpose village
co-operatives. The new law rightly anticipates problems of
income distribution in multipurpose societies and provides
for special measures to ensure just and equitable distribu-
tion of economic resuits tc those py whose libour these re-
sults were achieved (surplus distribition into special funds,
bonus schemes). These measurses should be systamatically
applied so as to avoid to reinforce the existing trand of

craftsmen l2aviag the villages to settle down in urban areas.

If the ultimate aim of government's policy is to promotsa
self-reliant, self-sustained and viable industrial co-
operatives throughout the country, the existing co-operatives
must be given the right to choose their own form of vertical
organisation and to elect their own leaders to represent
their common interests. This canncot pe done within the frame-
work ¢f a parastatal organisation like SIDO, but has to be
achisved in the legal form provided for this purpose under
the Co-operative Societies Act, i.e. in form of a secondary
scciety, the objects and area of operation of which aave

to be determined by considerations of economic viabilicy and
democratic legitimacy and not oy considerations of adminis-
trative convenience and uniformity. The proposad secondary
society will work in close collaboration with SIDC and will

r

ake over certain functions cf SIDO in relaticn to izs
affiliates as soon as it is capable of doing so. It will also
be affiliated to the Apex Jrganisazion.

The new legislation concerning local government authorities
contains provisions which empower these authorities to
establish their own industrial undertakings and to earn in-
come from such industrial and other econcmic activities to
finance some of their operations. If it is the policy of
government that tne local government authorities should mainly
promote and 2ncourage tne development of small scale in-
dustriss and industrial co-operatives 1n the aresas under toelr
jurisdiction, it would greatly 2nhance the implementaticn of
such policy if industrial co-operatives would 2e allowed to




form a secondary society at natiocnal level to offer a re-
cognised forum for discussion with government and to re-
present the interest of industrial co-operatives in all
regions, districts, and tcwns of the country.

Arguments for setting up a Secondary Society of Industrial

Co-operatives

1. Government's policy concerning cc-operative development

In its report the Prime Minister's Commission of Inquiry into
the Possibility of Re-establishing Co-operative Unions
(February, 1980) make the following recommendations which are
pertinent to the matter under consideration:

~ There is need to have concrete plans which would bring about
expansion and development of co-operatives (p. 66):

- Actual economic viability should be taken into consideraticn
before a decision is made regarding the area of operation
and structure, of a co-operative organisation (pp. 81, 82;;

- The co-operative movement should be formed voluntarily.

" If the structure (of a co-operative organisation) 1s imposed
on the people without prepafing them or without their
support, then it would be a failure. Before the government
takes steps ... people should participate by giving their
views so as to perpetuate democracy (pp. 81,84,91,96);

- There should be a distinction between administrative affairs
and co-operative activities. Co-operative Societies should
deal with economic undertakings and should have their own
leadership (p. 99);

- The proposed structure of the co-operative movement in
Tanzania should include specialised National Co-operative
Organisations and country-wide Co-operative Organisations
affiliated to the National Apex organisatiocn (chart on p.8%a);

- Unions should be formed depending on economic viability and
the needs of the co-operators (pp. 101, 110).

Most of these general ideas are reflected in the new Co-
operative Societies Act (No. 14 of 1982).




- 94 -

2. Government's policy concerning the develcpment of

industrial Co-cperatives

The Natiocnal Executive Committ2e of TANU has given the follow-
ing directives regarding the establishment and development o
small scale industries in Tanzania (Resolution Nr. 18 of the
TANU Biennial Conference, 1371):

- In rzsearching into planning ané implementing small scals
industries, the following objectives should be born in mind:
a) Utilisation of our raw material ressocurces ...

b) Use of available technelogy:;

c) Application of more effort than capital;

d) Provision of more services;

2) The need to produce commodities to meet the requirements
of the people in the villages, districts, regicns and in
the country generally and tec eventually be able to ex-

port ... (No. 13).

~ There is a place for individuals to establish and run small
scale industrdies; however, thers is no rcom for an individual
to establish and run small industries in ujamaa villages
(No. 16 and 17). )

- Small scale industry activities which basically imply self-
reliance will succeed only, if the responsibility to star:
any kxind of small scales industry is left to rest with the
people themselves (No. 18).

A small scale industry is defined as any unit whose control is
wizhin the capabiliti=2s of our pecople individually or co-
operativaly, in terms of capital raquired and Xaow-now; 1t
includes handicraft or any organised activity based on the
division of productive labour (No. 12). This definition is

purposely flexible and meant to serve as a guideline only.

In his speech to the Budget Session of the National Assembly
for the 1980/81 Period the Minister for Industries states:

... we ancourage ragions and industrial uniz=s to form indus-
=rial associations at national and regional levels in order
to provide recognised forums for consultacions among jndustries

and nmetween industrias and the governmen: On Lmportant nacional
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issues such as the establishment of industries, training, re-

search, export markets and even the acquisiticn cf inputs”" (No.d7).

This same topic was taken up by the President with regard to
industrial co-operatives, when he officially inauguratea TAMECC
in November, 1981l: "... I would like to adivse you that Coc-
operative Societies should know each other so that tney can
unite and pressurise the government without reservations in
order to obtain assistance ..." {(translated from Unuru, November
5, 1981).

From various official statements it 1s quite clear tnat govern-
ment favours small scale industries in urban areas preferably in
form of workers' productive co-coperatives (groups of self-
employed workers, craftsmen or technicians) but alsc in form of
workshups run individually or in form of partnersnips, whereas
in villages such activities can only be carried cut witnin tne
framework of the village multipurpose co-operative society to

be formed under the new Co-operative Societies Act (sec. 23).
Hence, independeni small scale industry co-operatives in
villages are ruled out.

Government's interest in promoting small scale industries was
manifested by the establishment of SIDO in 1973 and by the re-

guest for technical assistance by UNIDO and other agencies.

3. The position of industrial co-operatives in Tanzania

In the course of the UNIDC Project to advise SIDO on the pro-
motion of industrial co-~-operatives, a compreher~.ve survey or
existing industrial co-operatives has been conducted in 1980/82
which is docurented by the following 4 Reports:
- The Setting for Industrial Co-operatives in Tanzania
(July 1980);
- Survey of Tndustrial Co-operatives (December 1980);
- The Development of Industrial Co-operatives in Tanzania
(June 1981) and
- The Legzl Framework for Industrial Co-operatives 1in Tanzania
({May 1982).
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The survey coverad 125 of 140 active socistiss and was carried

out by the project team, travelling more than 22000 km. The

findings were that 93% of the socistiss visited wera worxkers'

productive co-operatives with an average of 22 members. Shortage

of raw materials, insufficient funds to buy raw materials waen

they were available in the market, inadequate teocls or machines, .
inadequate working places and lack of spare parts were the main
prchlams encountered by these societiss. Mcst of the societies
had financial problems, relied neavily on icans and gifts (6%
capital investment, 38% loans, 36% gifts), low skills in
financial management and little assistance from the Co-operative
Department (books remained unaudited Zor long pericds of timej.

The main types of cd-operatives are:
- tailoring societies (37);

- carpentry societies (31) and

- metal workers' sociesties (18§).

There was strongly expressed desire in most socisties to come
together to form one organisation of industrial co-operatives
tc represent their interests and to mees: certain needs tney

have in commoan.

4. Favourable economic and oolitical conditicns for growtn

of industrial co-operatives in Tanzania

The prevailing economic and political conditions provide a good
climate for iadustrial co-operatives in form of workers' pro-

ductive co-operatives to develop.

Government's policy to encourage the development of small-scale
industries on co-operative lines in urban areas with empnasis on *
self-reliance and on the use of local materials and skills as

well as the provisicon of assistance in establishing such enter-

prises with advice (SIDO) and financial contributions in form

of loans cor grants has helped many of =zhe existing co-opera-

tives £o start their operations. Otner factors Zavouring the

development of i1ndusctrial co-gperatives ars:

- the availability of skilled craftsmen or workers;
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- the readiness of co-operative members to work for reduced
salaries or even without pay in times of emergency (co-
operative spirit);
- the difficulty of finding alternative employment;
- the scarcity of goods which facilicates the sale of the so- ,

cieties' products.

5. Problems common to all small scale industrv co-operatives

Even though the industrial co-operatives in Tanzania belong to

different trades and categories, there are a number of problems

which these societies have in common and which could be solved

more easily if they were organised in one national union:

- difficulty to purchase raw materials;

- difficulty to obtain loans from banking institutions;

- difficulty to obtain tenders against competition (societies
work at an average of 45% of their capacityl};

- problems of transport;

- lack of techni?al and managerial advice.

6. Reasons for forming a special Union of Industrial

Co-operatives

As part of government's policy to re-establish co-operative
Unions at regional level the establisnimment of a special Union of
Industrial Co-opera<tives should be considered for the following
reasons:

- Industrial Co-operatives and particularly workers' productive
co-operatives are a special type of organisation (identity
of workers and owners), which are different from agricultural
service co-operatives; which nave special problems and need
a special supporting structure;

- Industrial co-operatives are a relatively small number com-
pared to agricultural co-operatives. As memoers cof multi-
purpose unions at regional level industrial co-operatives
would always be in a minority position and tne chances tnat
their problems would be dealt with 1n the union with priority
are remote. In a multipurpose regional union industrial co-
operatives would, therefore, be 1lnadequately represented.




- The present number and size of indusctrial co-operatives do
not yet justify regional services for them. Central services
could be organised effectively and more eccnomically at
national level. This would not prejudice tne development of
regional unions of industrial co-operatives at a later stage. .

- A National Union of Industrial Co-operatives would have to be
built up with the assistance of SIDO. The union would assume
the role of a partner organisation to wnich eventually some
of the functions of SIDO could be handed over sc as to =nable
SIDC to concentrate on other fields like promotion of Indus-
trial Estates (which already now account for scme 70% of tae
funds spent by SIDO). Such National Union of Industrial Co-ope-

ratives would be affiliated to the Apex Organisation and
concentrate its activities on promoting the economic intarasts
of sociesties affiliated to i%.

- A soundly based industrial co-operative structure including
effective support services could attract industrial enter-
prises initially formed as partnerships or private companies
to reorganise'khemselves as industrial co-cperatives.

7. Possibilities of setting up .the Union of Industrial

Co-operatives under the new Co-operative Sociaties Acxz, 1982

7.1. Power of co-overative societias to federate

Under section 16 of the Co-operative Societies Act, 1982, co-
operatives are given tne power to faderate in a tnree tiser
System: Drimary socisties, secondary sociati2s and apex orsan.-
sation.Section l4(b) and 16 do not link the term "secondary
society" to any geographical area and in the interpretation
section (section 2) "secondary sotiety" is defined as "a re- .
gistered society whose membership is open only to primary so-

Ccieties ..." However, in sections 15 and 18 of the Co-operative

Societies Act, it becomes obvious, that the new Act has a

strong bias towards agricultural co-operatives and altnougn i=

includes special sections for industrial co-operatives, cradit

and consumer co-coperatives, it nas peen drafzad mainly £o suit

the needs of village co-coperatives. In seczion 153(3) the term

"co-operative union” 1is substizuted for the term "secondary




societv" and the formation of co-cperative unions 1is limited
to a region or a district or districts. Out of the 10 objects
mentioned in section 18(2) for secondary societies, 7 are
specifically linked to agricultural production {((a), (b}, (c),
(d@), {g), (h), (i) and 3 are general ((e), (£}, (3)).

Experience in other countries has shown that the prescription
of one uniform nation-wide structure for all types of co-
operatives without regard to thelr speclal regquirements may
create unnecessary problems. As voluntary corganisations which
have to be economically viable, co-operative societies need a
certain dsgree of autonomy and flexibility to adopt structures

that meet the needslof their members.

The need to allow co-operatives to federate and to adopt the
most appropriate vertical structure for solving their economic
problems and representing their common interests is strongly
underlined in the ILO Recommendation No. 127 Concerning tne
Role of Co—opera}ives in the Economic and Social Development
of Developing Countries (paras. 13, 26(2), 27{(2), 30(2)), ani
is emphasised as one of the Co-operative Principles of the
International Co-operative Alliance. The argument that in-
dustrial co-operatives should be in line with other forms of
co-operatives in the country does not take account of the fact
that industrial co-operatives have a special structure as
primary societies, nave special needs and are scattered all
over the country.

A substantial number of such societies with common needs andé
interests can at present only be brought together on a national
level. Apart from the argument of administrative convenience tnat
all co-operatives should conform to a uniform pattern of ver-
tical crganisation, there is no objective reason why cc-operatives
of a special type should not be allowed to solve their special
common problems by forming a secondary society at a level

wnich is required for economic reasons (i.e. national level)

and tnen pe affiliated to the national apex. This would pe 1in
line with the practice in many other countries of which some
(e.g. France, Japan, Korea) even have special laws for In-

dustrial Co-coperatives.




- 100 -

The idea to limit the power of co-cperative societias o
federate to the region or district lavel may be adeguate Zor
co-operative societies which form a conerant system 1n cne
geographical area and have common problems to be sclved in
this area. However, where the primary societies are scat-
tered over the whola country and thelir common ilnterests are
largely independent from the gecgraphical area in whica they
operate, different criteria have to be applied (e.g. type of
organisation, commodity produced) to determine the optimal

vertical structure of coc-operation ameng such co-operatives.

Therefore, at the present state of development, the only
reasonable and econcmically viable form of vertical organisa-
tiocn of industrial co-operatives would be to establish a
national union.

7.2. Distinction bhetween co-operatives in rural and urban arsas

The new Co-opéra}ive Societies Act, 1982 makes a clear distinc-
tion between co-operative socisties in villages (sec. 22-30) and
co-operative societiss in urban areas or rural areas outside
villages (sec. 31(1)). This distinction is expressly made only
with regard to industrial co-operatives but appears to apply
also to other types of co-operatives like savings and credit
societies and consumer societies. The basic idea underlying
this distinction is to bring all co-operative activities in a
village under one roof, to make best use of leadersihip and
scarce resources available 1n a village fcr the penefi- of tae
village as a whole and to disallow tne formazion of separacts,
independent co-operative groups in a village wnile l2aving tne
innabitants of areas outside village jurisdiction the autonomy
to chose their forms of c¢ollaboration in the economic spnere.

For the development of industrial co-operatives and for ztne
implementation of the policy on encouraging the expansion of
small scale industriss in all regions of the country and not
only in urban areas dut also in the wvillages, the discinction
setween village and urban socizatiss contained in the new

Co-operative Sociaties Ac% may cr2at2 some problenms.
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7.2.1. Small Scale Industries in villages

According to the general policy of the Party there is no room in
a village for small scale incdustry run by indiv:idual persons.
Under the new Co-operative Societies Act there 1s alsc no
possibility for small scale industry to be run by a group of
local craftsmen or skilled workers in form of a registered co-
operative society as was the case under the Co-operative So-
cieties Act, 1968.

According to section 23(2) "... persons who are residents 1in a
village and who possess a special skill relevant to a trade,

may organise themselves into a co-operative group, but that co-
operative group shall operate as a specialised line of pro-
duction, and shall perform its functions as a specialised branch
of the rural co-coperative society and shali be under the general
guidance of the co-operative development committee”. Hence,
there 1s no possibility under the new co-operative societies

Act to restore the industrial co-operative societies earlier
dissolved under the Villages and Ujaraa Villages (Registration,

Designation and Administration) Act, 1975.

Members of co-operative groups of craftsmen and skille~ ‘ers
will not be self-employed as in th2 case of a regist Jus-
trial co-operative society but will work under the g.. _-.ce of

the co-operative development committee which will be composed
primarily of farmers.

The distribution of surplus earned .; the co-operative group
will be decided by the cu-operative development committee and
is likely to be used for the benefit of the village as a whole
ratner than for the benefit of the co-operative group by whose
labour it has been earned.

There are provisions in the new Co-operative Societies Act
| which could be used to solve these problems of equitapble proric
distribution ané financial incentives for hard work:

- According to the proviso to section 109(3) "... any receipt
derived from any trade, industry, works, service or under-
taking carried on (by) or belonging to a registered society

 — e—




may, with the apprcval of the Registrar, be paid either in

whnole2 or in par= into a separate fund". This fund could oe
used as an investment and contingency fund for the co-

operative graup by whose labour this income was 2arned.

-~ according to section 121 "... a registerad society may apply
the annual net balances together with any sum available for
distribution from previous years to payment of bonus and to

any staff ilncentive bdonus scheme ..."

Both provisions empower the registerad co-operative sociaty
representad by its co-operative development committee to adopt
such policy; however, in view of the fact that there will nor-
mally be a shortage-df money for distribution at the =nd of the
financial year and that the members of industrial co-operative
roups of craftsmen or skilled workers in a village will always
be in a2 minority position when decisions on the distribution of
the net Dbalance are taken, it is likely that many co-operatives
will use surplus money where the majority of their mempbers
thinks it is needed most urgently. In this case th» trend of
village craftsmen and skilled workers to leave the village and
to form their own partnerships or industrial co-operatives in
which they are their own masters and the results of their worx
accrue exclusively to themselves, will be reinforced. The sur-
vey of industrial co-operatives conducted under the SIDO/UNIDO
project has cl=arly shown this tendency of rural urban migra-
tion of craftsmen and skilled workers which goes contrary t2
government's policy concerning the development of small scale
industrias and which may become aven stronger uander the new
Co-operative Societies Act.

7.2.2. Village Co-operatives and Village Council

The Prime Minister's Commission of Inquiry into the Possibility
of Re-establishing Co-operative Unions recommended that co-
operative leadership should be different from village leader-
ship (p. 82) and that =here should pe a distinction detween
administrative affai#s and co-operative activities (9. 99). Thlis
racommendation was taken up dy the law makers dy giving a dif-
ferent legal f:amewo{k zo village co-operat.ves and village

government.
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While in thecry the roles of each of the two different entities
appear to be quite clear, some problems may arise in practice.
The village multipurpose co-operative through its co-operativa

development committee "shall be the managing and the execut-

ing agency ... and shall cc-ordinate all the co-operative
economic_activities within the village (sec. 28 Co-operacive

Societies Act, 1982). This does, however, not necessarily cover
all economic activities within the village. Yet, in section
29(1)(h) of the Co-operative Societies Ilct, 1982 it is stated
that the basic function ¢f a rural co-operative society shall pe
... to co-ordinate_all the economic activities of the village.

Under the new Local Government (District Authorities) Act, 1982
"a village council is the organ in which is vested all executive

power in respect of all the affairs and business of a village"”

{section 142(1)). The village council shall do all such things
as are necessary or expecdient for the economic and social de-
velopment of the village, initiate and undertake any task,
venture or enterprise designed to ensure the welfare and well
being of the residents of the village, plan and co-ordinate the
activities of and render assistance and advice to the residents
of the village engaged in ... industry of any kind, encourage
the residents of the village in undertaking and participating
in communal enterprises and to participate , by way of partner-

ship or any other way in economic enterprises with other

village councils (sec. 142(2)).

According to section 9 of the Local Government Finances Act,
1982 it is assumed, that village councils will eventuall
establish their own industries and generate income from ...

trade, industry, works, service or undertaking carried on or

owned by the village council (sec. 9(1l)(a)).

In anticipation of such income it is provided in section 39(6)
that "any receipt derived from any trade, industry, works,

service or other undertaking carried on or owned by a village

council in whole or in part may, with the approval of the
proper office, be paid to a separate fund to be maintained by
the village council for the purpose of that trade, industry,
WOrks, service or other undertakings, as the case may pe,

from wnich the revenue 1s derived”.
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These sections of the new Local Government Acts show that from
the lagal point of wiew there 1s the possioility of competi-
tion within a village between small scale industries operating
in form of co-operative groups under the village multipurpose
co-operative society and industrial undertakings owned Dby

the village council.

7.2.3. Small scale industries in arsas outside villages

According to section 31(1l) of the Co-operative Socia2ti2s AcCT,
1982 industrial co-operative societies and probably also savings
and credit as well as consumers' sccieties may be formed

either in rural areaé, except in villages or in urgan areas.
"Urban area" is defin=ad in sec. 2 as any area within the juris-
diction of a city council, a municipal council, town council

or township authority with the exception of registarad villages.
and "rural area" is defined as any area wnich is not part of an
urban area. Hence, it is assumed under the law that there are
rural areas outsdde registered villages, in which industriel
and other co-operatives may be formed.

As most of such rural areas not being under the jurisdiction

¢f a village council will normally be uninhapitataed or sparse-
ly inhabitated areas, it is most likely chat co-operative so-
cisties formed with the object of working in such areas (e.g.
mining or f£ishing societies) will nhave their ragistared office
in urban ar=as or in a registerad village and wiil therefor=2

pe aicher an urban society or a rural multipurpcse sociaty.

Urban co-operative societies can be formed under tne new Co-
operative Societies Act without any restriction otner than .
that of economic viability (sec. 70). Cartain constraints
_which existed under the Co-operative Societiss Act, 1963
especially for industrial societies, can dbe avoided under tne
new Co-operative Societies Act. e.g.’
- the number o founder-members can pe raduced del:ow :tne
number of 10 by =ne Registrar (sec. 53{1));
- =he minimum age of a member can de reduced selow 13 years
(sec. 64(2).




Under the new law several forms of industrial co-operatives
are mentioned:

- Artisans' and craftsmen's societies in the form of workers'
proauctive societies where all members are at the same time
self-employed workers and prcduce goods and services to be
sold in the market (sec. 32(a); 34 (a) in case of group
fishing; 35(z2}};

- labour contracting societies by provision of labour and tech-
nical services under contract or sub-contract where members
organise their work among themselves but work for a contrac-
tor (sec. 32(b));,

- Supply and marketing societies cf craftsmen or skilled
workers operating their own workshops (Sec. 32(¢) and (4),
34(a), (b) and (c), 35(b)).

7.2.4. Urban industrial co-overatives and local government

(urban authorities)

In urban areas industrial co-operatives will worx under the
guidance, supervision and control of the urban authorities.
Where urban authorities decide to establish their own industrial
undertakings industrial co-operatives may even have to face
competition by industries owned by the urban authorities.

Under the new Local Government Acts the legal situation is as
follows:

As incorporated legal entities doing business for gain, all
forms of industrial co-operatives will have to obtain the
prescribed licences from the competent authorities.

At ward level, the Ward Development Cominittee is responsiole
among other things for promoting the establishment and develop-
ment of co-operative enterprises and activities within tne Ward
(sec. 32(l)(a) Local Government (District Authorities) Act,
1982, Act No. 7 of 1982). At the same time , the Ward Develop-

ment Committee 1s responsible for the establishr.ent of any

industrv" (sec. 32!/1)(d) Local Government (District huthorities)




- 106 -

Act, 1982). According to section lil the basic functions of
local government authoritiss (district or urpan authorizy)
include the rasponsibility to further the cocial and economic
development of its area of jurisdiction subject to the natioual
volicy and plans for rural and urban develcoment (sec. lil(l)(c)
Local Government (District Authcorities) Act, 1582).

A local govermment authority shall taks such measures as in its
opinion are necessary, desirabls, conclusive or expedient ...
for the control and improvem:nt of agriculturs, trade, commerce

and industrv (sec. 111(2)(b) Local Government (District
Authorities) Act, 1982).

The function of every District Council shall be to formuiate,
coordinase anéd supervise the Lmplementation of all plans for

the econcmic, commercial induszrial and social development in
its area of jurisdiction (sec. 1ll18(1l)(a)) and to_provide for or

facilitate the licensing or requlat.on of the activities of

sersons engaged 'in, or the oremises used for, the manufacture,

preparation handling or sale of articles for use or ¢oasuaPTiON

by man (sec. 118(2)(m) and (w)(iii) Local Government (District
Autnorities) Act, 1982). According to the First Schedule to
the Local Government (District Authoritias) Act, 1382 (sec.

[13(4)) any District Council may perform any of the functions

specifiad in the Schedule:

{87) to engage in local trading or industry,

(39) to sell or buv products rasulting from the carrvinc on, by

or on benhalf ¢f the authoricy, of any workxs or Jindertaxing,

wnich the authority 13 authorised to carry on.

Under the Local Covernment (Urban Authorities) Act, 1982,
Act No. 8 of 1982, the urban authorities have powers and func-
tions similar to those of the District Council, i.e.:

- to promote the sstablisnment and development of co-opera-

tive enterprises and activities within the Ward (sec.l16(1l)(b));

- to plan, co=-ordinarte the activitias of and render assistance

and advice Zo =he rasidants of the wWard 2ncaged in anv

activity or industryv of anv <xind (sec la{l)(d) and

™

- with the approval of the Minister to engage in anv form o

municigal trading or indusetrv (sec. 39(3)).
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According to the Schedule to the Local Government (Urban
Authorities) Act, 1982 sec. 55(2), the functions whicn Urban

Authorities mav perform include:

(87) to engage in local trading or industry;

(89) to sell or buy products resulting from the carrving on,

by or en behalf of the authority of anv works or under-

takings which the authority is authorised to carry on.

Under the Laocal Government Finances Act, 1982, Act No. ¢ of
1982 (secticn 6) the revenue, funds and resources oI an urban

authority shall consist of among other things -

(1)(b) all moneys derived from anv trade, industry, works,
services or other undertaking carried on or owned bv the urban

authority.
The same applies to the revenues of a district council

{sec. 7(1){(b)) and tc the revenues of townships (sec. 8{l)(g)).

This summary of relevant sections of the new Local Gevernment
Acts makes obvious that although the urban authorities are
mainly called upon to promote the development of industrial
co-operatives, they are also empowered to establish their own
industries and - when in need of revenue for financing their
current affairs - they will certainly do so, thereby entering

into competition with existing industrial co-operatives.

7.3. Possibilities of getting up a Secondary Society of

Industrial Co-operatives under the new Co-operative

Societies Act

To establish a secondary society of urban industrial co-
operatives at national level would be in line with government's
policy to encourage viable small scale industries in form of
co-operatives and to promote and expand small scale industries
in districts and regions throughout the country with an’
amphasis on decentralization from wwajor urban areas.

The specialised groups of artisans and craftsmen within the
village multipurpose co-operative societies provided for under
the new Co-operative Societies Act would not qualify for member-




ship in the proposed secondary socisty of urban iadustrial

co-operatives, because of lack of independent lagal starcus.
However, 1t could be envisaged that village multipurpose so-
cietiss having a strong compenent of industrial cc-operative
groups could affiliate to the secondary sociecy. Otherwise, the
industrial co-operative groups within a village multipurpose
socisty would have to be assistad by the regional unions of

village co-cperatives.

In the case cf industrial co-cperatives considerations ot
economic viability require tne organisation c¢f the axisting

145 weak and scattered but active societies on a national
level. Even in the Dér-es-Salaam area with the highest density
of industrial co-operatives, the number of industrial co-
operative socisties 1s only 45 out of which 30 ars active, 2
number which would not warrant and could not support the forma-

tion of a regional union.

In section 15(3). of the Co-operative Societiss Act the argument
of economic viability is used to justify unions of village
co-operatives at district level. The same argument saculd
hold good tc justify a secondary sociaty of industrial co-

operatives at national level.

If the desire of the people concerned is considered important

for the decision on which structure to choose for a co-opera-

tive organisation, the survey conducted by the UNIDO/SIDO pro-

ject te2am nas claarly brought out the desir2 of the members ot

industrial co-operatives, to form a secondary 30ciety at the y
national level.

The activities of the proposed secondary society of industrial
co-operatives would be mainly concerned with giving industrial
co-operative soclieties better access to:

- raw matearials;

- sources of finance;

- design impéovement services;:

- market intelligence and

- advice 1n management.




Even though the existing industrial co-operatives produce

different commodities and represent different target groups and
stages of development these services could be rendered by the
secondary society in a meaningful way to all such primary so-

clieties.

From the wording of the text of the Co-operative Societies Act,
1982, there is no reason, why a secondary society of industrial
cc-operatives operating at national level and affiliated to

the Apex Organisation should not be registered.

Hans-H. Minkner
UNIDO Consultant on Co-operative Legislation
Dar es Salaam, August, 1982
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