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CO-OPERATIVE INDUSTRIES

By. K. G. PERERA
{Deputy Commissioner of Co-operative Development)

The Co-operative Move-
ment in Sti Lanka has a his-
tory of nearly sixt'y-two years.
During the period prior to
1942 the emphasis was on
credit and thrift societies which
were mainly organised for
alieviating the rural sector
from chronic indebtedness and
for tbe formulationof a sche-
me of credit for village cultiv-
ators The Co-operative Cre-
dit Society had a smple
organisational form and the
membership was very much
restricted. The second worid
war brought forth new prio-
rities which resulted in a boom
in the Consumer Co-operative
Movement. Due to the scar-
city of essential food items
the coloniel authorities had
to organise a distribution net
work which could reach every
member of the population but
without much cost to the
Government. It was decided
that the organisation that
could effectively satisfy these
pre-requisites was the Ca-op-
erative, and the Co-operative
Stores Societies w:re estab-
Jished throughout Ceylon. The
Consumer Co-operative in its
By-laws followed the organi-
sational form of the credit
socicties, tlence the expan-

sion of the Consumer Co-ops
eratives did not result in the
development of propsr man-
agerial cadres and manage-
rial practices. The Consumer
Co-operatives merely became
a distribution agency and did
not pursue an aggressive con-
sumer oriented development
policy.

With independence and
the emphasis on agriculterz,
Agricaltaral Co-operatives ag-
sumed greater importance.
Their primary purpose was
to grant loans for agriculiure
production, to supply various
agriculture inputs and to
market the produce under
the guaranteed price scheme.
Alchough in certain areas
there was a limited revitali=
sation of the rural economy
through these societi:s. the
scheme as a whole was not
a success. The new experi-
ment was the Multi-Purpose
Co-operative Society form of
organisation started in 1957.
The single purpose Co-opera-
tive Societies namely. the
Cn-operative Stores Societies
and the C A.P.S. Societies
were converted to Multi-pur-
pose Co-operative Societies.
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The First Phase of re-or-
ganisation of the Multi-pur-
pose Co-operative Societies
is pow complete and the 5,818
Co-operative Societies and the
124 Muiti-purpose Co-opera-
tive Societies Unions have
been converted into 368 large
primary Muiti-purpose Co-op=
erative  Scc'eties. This was
done under a special Law
passed in 1970 cailed the Co-
operative Societies ( Special
Provisicns) Act No. 35. In
this process thz registration
of 1,095 sociecties had to be
cancelied. The 1est have be-
come branches of the Mu'ti-
purpose Co-operative Socie-
tres subsequent 10 amalgamat-
ing with the new Societies.

The Five Year Plan of
the Goverpment envisages the
ye-generation of the rural
sector in a programme of agro
based and other small scale
industries. The 1egeneration
of the rural sector economy
will depend on a great extent
on the role that the primary
Co-operative Sucieties will play
in the futnre. In the past
the Co operative Societies
have be:n merely the d stri-
butor of essential consumer

items. With the re-orianistion '

( o-operatives have 10 play a
much more dvnamic and
aggressive role. It must assum s
the sole of a development
agency. It must diversify the
rural ecconomy and create mew
points of growth 1n the village.

The Co-operative must not
only be a distmbutor but also
a seller of goods and a pro-
c¢ucer and a buyer If produc-
tivity in the rural sector is
to be increased at all it is
essential to organise facilities
for industvial activities and
for the marketing of produce
of these industrial activities,
One of the main obstacles 1o
rural economic development
has been the ab:ence of such
facilities which has left the
small producer at the mercy
of the middleman or petty
trader. '

The institutional base for
activating the small scale
industries has been established
with the re-osganisation of
the Co-operative Movement
It has been re-structured
with a view to making the
Co-operative an ecouomically
vizble unit so that j¢ could
play a major role in the eco-
nomy of the country especial-
ly in rural development. A
large primary Mulii-puipose
Co-orerative Society is  ex-
pecied 1o engage itself girectly
in the develorment of con-
sumer  seivices, agricu'ture
services, industrial aciivities
and markeung. 1he indusrrial
#ctivities can range from light
engineering manufacioriss to
texitie manufaciories etc.

In principle it has been sc-
cepted that the orgasisational
form for 1ndustrial enterprises
that are spproved by ihe
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Divisional Developmeat Coun-
cils should be the Co-opera-
tives and many of these ven-
tures will be undertaken either
by the newly crzated Multi-
purpose Co-operative Society
or by sp:cial Co-operative
Societies where the Multi-
' purrose Co-operative Society
could obrain institwienal
membership. Hence in the
new Co-operative frame work
the newity formed Multi pur-
pose Co-op:rative Sociery will
pot only become the chief
economic organisation at
rhe rural level but also be-
come the source for mana-
gerial stability and socialised
capital for various dsvelop-
ment projects in the area
The Co-operative agencies in
a small indusivial enterprise
under the D D C. programmes
fall into iwo broad categories.
In ome category the actjvities
arc on a scale which could
be managed directly by the
primary Co-operative §-ciety
as a productive unit pnder
it. In these cases the emoclp-
yees who work and membors
of the productive wnits will
be direct employees of the pri-
mary Co-operative  dociery
wh:ch wili uvdertake the in-
vestment and ruonping of (ne
entarprise. In the sccond
category the swmall industrial
enterprises have 1o be ergani-
sed as specal industrial Co-
‘e peranives. These special Co-
operatives will have to irclude
an clement of ansiutnvaenat
memberspip. The indusirial Co-

orerative Society has the pri-
mary Co-operative Society as
jts member together with the
workers in the enterprise.

The capital structure for
these Co-operative enterprises
envisages the participation by
the Co-operative Society and
the People’s Bauk. Where a
primary Co-opsrative Society
managss a productive unit
direcily it will obrain one
third of its capital as a loan
from the People’'s Bank, one
third as a grant from the
Regional Development Coun-
cil and one third from its
own funds or as a further
loan, In the case of special
industrial Co-operatives the
capital funds are obtained
from the Regional Develop-
ment Councils, one third as a
gran' and the balance from
the People’s Bank as short
term and long term loans,
The short term loan being re-
pavable frow the second year
of speration at 87, in‘erest per
sonum and the long term
long bei: g repayable from
the 4th year at 8/, 1 terest.

The Divisional Decvelop-
ment Countil asre orgeuised
ac the Jocar level witn ths
D. R.O of rthe area as the
Chuirman  Each of thesé
Develop nent  Councils  have
been allocsted approximarely
Ks 20007 - It will bave to
be udlizea on the following
basis. Re 50000 1.e. 257, on
iadustrial projects, Rs. 70,000

2EQw L u $1

f. e. 359 on agricultural
projects and Rs. 80000 i. e.
407, on the development on
infra structure and industries
relating to housing The
industrial projects that are
undertaken by these D:velop-
ment Councils originate as
an ‘idea’ from the Divisional
I evelopment Councils. Tbis
‘idea’ can be to ezamine what
are the items that are import-
ant and what of these items
can be locally produced
or the ‘idea’ can be 10 utilise
the ecountry's, natural raw
material resources or it can
be to anticipate the fature
incrense of consumption of
goods already produced in
the country.

This “‘idea’ is

enlarged at the Gevernment

further

Agents level where a feasibility
feport is prepared and for-
warded 1o the Regional De-
velopment which Council exa-
mines the feasibility report
and approves tbhe project if in
thelr opinion it is an ¢economi-
cally viable unit Toereafter
faunds are allocated by the
Regional Development Couns
cils as a grant to the Govern«
ment Agent of the District,
The loan capital from the
People’s Bank is obiained and
worked out as a marginal
account in the respective bank,
Statistics relating to the num-
ber of D. D. C. projects
organised and operated thro-
ugh the Co-operative Sector
is given below— i

Number of

Industrial Projects

Organised through

organised by

Districts M. P. C. 88, ) special Co-cps.
27 290 61
Funds allocated
Total by Regionat Funds uti ised Bark Loans
Deve'opment from
Coulicils M.P.C.SS
351 1,95:,528 1,125,235 5,454,33
Number of Special Funds vtilised ‘
Sociaties defunct; Co-opmrative Regionral Co-operative
M, P.C 88 Socivties Developmens Funds
funds
27 12 198, 98 83.953,17
e
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A scheme for the organisa-
tion of measium scale Co-
operatives at the District
Level

In keeping with the objec.
tives of the frive Year Plan
the next logical step in the
systematic development of the
Light Engineering Industrieg
js 1he orgamisation of work.
stops at disirict level inig
the medivm scale Indusiria)
Co-operstives The object of
vhis crgamnisation is to obtain
the maximum output from the
potential production sctivitiey
of tnese workshops. Production
in a workshop s dependeng
on capital, Jabour, raw materi-
#ls and techoology. Capital iy
the money neecged for raw
materials, wmachinery, tools
building eic., labour is theg
contribution of the worker
ard technology is the cosy
of machines azccording to the
method ¢f production emp.
loyed.

In the Light Engineering
Industrisl  Co-operaiives ay
givisional Jevei capital 1y
supplied by the Ceo-operativy
sud labour and techoo.
Jogy by 1he blacksmiths oy
oiber workers. In the prop: seqy
mediuvm scale  Jodustriay
Co-operative at the disuicy
jevel on the other hand, whilsg
all or part st lcast of ibg

capital will be supplied by
the Co-operatives, labour will
be supplied by the skilled
worker and technology and
gsometimes part of the capital
by the owner of the worksbop.
Therefore boih the owners ag
well as the skilled workers
are entitled to membersbip
in the medium scale co=
opcrative. The prime object
of i1be organisation of the
medium scale co-gperative is
1o barpess the production
capacity of workshops 1o
manufacture not ouly spare
parnts and accessories but also
smail machines 11hrough a
joint effort sysiematically.

Organisation

The structure of the
medium scale Co-opcrative at
the district Jevel is similar to
that of the Blacksmiths Co-
operative at divisional level.
Eaech owner and every regular
skilled worker in a workshap
is entitled 10 become a part
of the Co-operative. Each
member will contribute an
equsl share capital and each
wo1kshop will retain its iden<
tity awd individuality as a
commeicial epierprise in the
private sector. Each individual
Light Enpireering Industrial
Co-operative at  divisional
Jevel will alse be eutitied 1o
membezship of the medium
scale Cu-operative.

U, S
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