Managing institutions for value chain: Management of Cooperatives and other Organizations 


MANAGEMENT OF COOPERATIVES AND OTHER ORGANIZATIONS
(ABVM-M2081)
1. General information

1.1 Introduction
This module aims at introducing the role of cooperative and other local organizations in value chain development. It starts by introducing basic concept and principles of cooperatives and local organizations and the laws of cooperatives. The basics steps necessary to establish cooperative organization including business plan development is also one of the subjects under this module. Since it is very important to address cooperatives extension and training including gender mainstreaming to maximize the role of cooperatives and local organizations is in value chain development as well as improvement of existing, attempts were made to address them. To enable the students recognize the role of cooperatives and local organizations in value chain development, the role of cooperatives and local organization to value chain development is included in this module. Finally, management of cooperatives in comparison to management of other business organizations was addressed. 
1.2 Relation with the curriculum
Cooperatives are voluntary associations organized by individuals who are willing and able to do so in any sector and any type for their own benefit. Hence promoting, organizing and managing such kind of institutions is very important for value chain development so as to share the benefits equitability. In addition to cooperatives there are also local organizations that are organized informally by the members themselves to maximize their own benefits, where these organizations can be exploited to the extent that they can play very important role in value chain development.  So learning this module will be important to the students of agribusiness and value chain management to enable them manage these organizations in a way it can maximize their role.
2. Objectives

Up on the completion of unit, learners could able to: 
· Promote cooperatives 

· Apply the principles and values of cooperatives 

· Align cooperatives and other local organizations to value chain
· Conduct cooperative extension and training activities 

3. Learning task

3.1 Management of cooperatives and local organizations

3.1.1 Basics of cooperatives and local organizations
3.1.1.1 Evolution and development of cooperatives and other organizations

Introduction 

To promote cooperatives and advocate the idea of cooperation together with their role and contribution to value chain one must know where and when the idea of cooperation started to flourish and what are the major steps and contributors through the process of its development.
Hence this section of this module traces the history of cooperatives ideology and movement starting from the development of traditional institutions to the modern cooperative movements and philosophies from the wider world experience to the case of our country Ethiopia. It also addresses the evolution of cooperative principles and values from the earliest ones to the recent and currently applied principles.

 Evolution of cooperatives movement 
Pre test 

Can you mention any form of local organizations in your community?

___________________________________________________________________________

Have you ever heard of cooperatives? If yes, what do you think are they?

___________________________________________________________________________

Cooperation means living, thinking & working together. Right from the hunting age up to the present day the progress of human being in all spheres, social, economic, religions and political is marked by sense of thinking, working & living together. 

As Margaret Digby clearly stated; “Association in work as well as in play is natural to man, and that at a very early stage, mutual aid had extended beyond the family group and taken, on an organized and fairly permanent form”.  

But the present development of cooperative is not achieved over night that there has been gradual development of the forms and workings of cooperation from time to time as it is discussed below.
Traditional forms of organizations in the world 
Since human being involved in cooperative activities in the early period of civilization, there are experiences from different countries.  Instances of cooperative efforts were found in the ancient Egyptian Era.  Cooperative systems were in existence when the craftsmen and artisans during the reign of Pharaohs through a system of trade, which led to the constitution of associations, charged with the regulation of the entire trade system during 3100 to 1150 B.C.

Cooperative association existed in ancient Babylonia where the agricultural leases had cooperative features.  Farmers on a cooperative basis managed large estates through tenant farming. There was cooperative method of business that to protect and assist the small farmers and craftsmen the loan societies were also created. 

There were also many burial benefit societies, which had legal entity in ancient Greeks.  Assured burial places for their members and decent funeral, which was aimed at promotion of mutual assistance.  There were the religious and cultural associations, which rendered valuable services to their members by undertaking bulk purchase of fuel and beverages and extending aid to the poor.  There were significant steps in the history of cooperative movement that the associations followed open membership policy and admitted all free citizens, slaves, strangers and even women (democracy was practiced),  members themselves managed the affairs of the associations and the membership meetings were held frequently.  

The first money lending society and saving associations that provide loan facilities bearing cooperative features flourished in China during the Hon Dynasty 200 B.C. The main characteristic feature of these ancient Chinese associations was that they were limited to small group of members in a community. They used to conduct frequent meetings to discuss their problems and all the members had to attend the meeting compulsorily and also they strictly followed the principles of equality and equity. 

In the Roman Era, Collegial, a type of cooperative craftsmen organizations came into prominence.  Such organizations were formed for shoemakers, pot makers, carpenters, coppersmiths and goldsmiths. In the Collegiums all the men were brothers and all the women were sisters and in some of them the slave could sit at table or council with free men.  

In the early Christian era also, there were number of artisan societies, which extended burial benefits to their members.  These societies raised funds by way of common subscription.  It was said that the artisan societies were the forerunners of the modern consumer cooperatives.  It was found that due to the impact of the teachings of Christ, people began to enjoy personal freedom.

The Islamic Faith also emphasized the relative significance of cooperation; and aid to poor persons formed a matter of the faith.
Nevertheless, the roots of cooperation as a formal organization should be carefully traced; there are three important sources, which inspired the modern cooperatives. Firstly, they are indirect descendents-of Mediaeval European Guilds. Secondly, they are direct descendants of the mutual self-help associations typical of early industrialization. The Third and most interesting root is the active social experimentation of different cooperative leaders. 

Traditional forms of organizations in Ethiopia

Ethiopia is known as a country with diversified nationalities.  Each nation has its own unique culture and custom of living.  The system of living is in cooperation that means; they work in group, habits of mailing commonly and living together in the nearby villages that contribute to the development of the society. There are three well known forms of traditional cooperatives.  These are: Edir, Ekub, Debo.
Edir is one of the traditional forms of cooperatives still operating almost in all urban and rural areas of Ethiopia.  Almost the majority of the people especially heads of a particular family are member of this Edir.  The main objective for the establishment of this form of association (Edir) is to help a family who is the member of Edir in case of getting sorrow (Especially, when a family loses one of its members by death).

Edir shares a lot of similarities like voluntary membership, democratic control and administration, fair and equal payment of compensation for a family whose members is died and participation of each member in accordance with the bylaws of that particular Edir with modern form of cooperative.
Member participation is very high in Edir because its foundation is based up on the willingness of members.  Edir is ranking first, of all others form of traditional association in participating large classes of the people.

Ekub is the other traditional form of cooperative which is formed based on classes of men with identical (similar) earning.  Any community of people who do not have permanent earning to the extent of people with high earning can form ‘Ekub’.  Ekub is too similar to modern saving and credit societies but it does not bear interest on the money saved and the data about the amount of money saved through this form of associations is not supported with evidence.  The deposits of money in Ekub as a saving could be on daily, weekly or monthly basis and the cumulative of money being saved is refund back to members in turn basis.  The member can solve his immediate economic and social problem with the money being paid. Until now, there is no/ little effort made to use this money in economic development of the country.

Debo (Wenfal) is still another form of traditional form of cooperation.  This is mainly a cooperation formed at rural areas where most of the people are farmers.  Although, debo do not have a system of administration like other form of association, it is based on equivalent labour contributed by each farmer.  Debo is a system of farmer’s cooperation during the time of farming, weeding and harvesting.  It is a mechanism by which all farmers helping each other on turn basis.  Since each types of work are being done in time, the productivity per farmers can be increased.
Generally, these three traditional form of association which are the values and customs of our society should be brought to modern form.

Learning activity 

1. What are the traditional forms of organizations? Explain by giving examples
----------------------------------------------------------------------------------------------------------------

2. What roles do traditional forms of organizations have to the people?

----------------------------------------------------------------------------------------------------------------

Modern cooperative development in the world 
Even though cooperation and cooperative way of life existed before; modern cooperative movement is the by product of industrial revolution, which resulted in radical changes in socio-economic situation of people. The major ones were 

· Wealth concentration in the hands of a few capitalists
· The creation of two hostile groups:- the haves and the haven’t
· Exploitation of the poor workers due to the factory system of production 
· Low wages, payment, unemployment, labour disputes, exploitation of child labour
These socio-economic problems of industrial revolutions and their impact particularly to the working class obliged the economist, political thinkers and socialist reformers to start applying their minds towards finding a solution. Opposing the new capitalistic order, based on the doctrine of individualism, socialistic ideas began to develop. 

It is very difficult to trace the whole history of the cooperative movement in this part of the module. It is better to trace the great lines which have helped it become what it is today.

Cooperative leaders like Robert Owen opposed capitalism not only on the grounds of its injustice and inefficiency, but also because of its negative effects on human character and happiness. Owen pointed out the ways to escape from the evils of competition through organization of equitable associations or ‘Cooperative’. The cooperative movement in a real sense began with Robert Owen. Owen (1771 – 1858) established villages which he named them as “villages of cooperation” including farmlands and small-scale industries, all operated cooperatively by the residents of the villages, who would live communally. 

He wanted to create an ideal system of society called “New Moral world” in these colonies every individual will join voluntarily on equal base both as producer and consumer. There would not be any profit, competition and exploitation. These communities were originally conceived as a cure for unemployment but later as a way to replace private capitalism and competition with self-employment and with conditions that should provide universal happiness, but such effort end up with failure. This failure however, did not keep Owen from preaching cooperation as the best solution to mankind’s problems that he declared, “Profit-making was necessarily the exploitation of man by man.
Dr. WilliamKing (1786 – 1865) from England promotes consumer cooperation; he says that the remedy for workers plight was in their hands that the solution for their problems was to be developed by them (voluntarism). Dr. William King promotes the idea of cooperation more practically and in realistic ways through publishing small magazine called “The Cooperator” at his own expense.
Another co-operator Charles Fourier (1772-1837)was from France named as the intellectual father of modern profit-sharing schemes.He tried to establish Communal colonies (Phalanxes’ or ‘phalansteries’ which is equivalent to Robert Owen colonies where consumers’ cooperation, producers’ cooperation, cooperative labour and cooperative living are integrated through Phalanxes. He argued that major reason for all human kind problems was exploitation and competition and solution is cooperative associations.

Edward Neala Christian socialist and cooperative idealist who established whole sale societies was from England. Neal advocates that evils of the day arise from the neglect of the Christian obligations of man to man to this end he condemned selfishness and competition and proposed cooperatives for world peace and economic betterment. Propaganda, persuasion and education were his ways and he also introduces the creation of a national organization for cooperative education and introduced the idea of national and international cooperation.
Louis Blanc wasFrench Socialist thinker who promoted Industrial/ producers’ cooperatives societies advocates that competition was the main cause of economic evils and proposed voluntary association but intervention or help is necessary to organize producer cooperatives from government. Recognizing the need for intervention from government, his ideas lacked attention for consumers and undermine the danger of government intervention for democracy

The first scholar to introduce credit cooperatives was Hermann Schulze- Delitzsch (1808-1883) from Germany. Schulze emphasizes on economic role of cooperatives to play in raising revenue and his other principles were self-responsibility, equal rights for each individual within the cooperative group as well as responsibility for debts by the group and finally democratic self-control.
Friedrich Wilhelm Raiffeisen (1818-1888) from Germany promotes rural cooperatives. Raiffesen believed in the advancement of the members, as much religious and moral as material, a limit on the number of group members. Cooperation is based on the size of a village and the unlimited mutual responsibility of the members
Another very important event in the history of modern cooperatives is The Rochdale Pioneers society. Rochdale was a textile manufacturing based town in England. For centuries Rochdale had been a centre for manufacturers. There were many experiments and many failures until 1844; while the Rochdale pioneers established the first successful cooperative enterprise in 1844 with 28 labourers as members, which can be taken as starting point of modern cooperatives. They were people suffering from the social dislocations of the industrial revolution. They struggled to survive periodic unemployment, low pay, unhealthy cities, and dangerous workplaces. They had no social benefits, no insurance or health care or pensions from their employers or from the state. 

It was a small start to a large international movement. The Consumers’ Cooperative Store, started in Toad Lane, Rochdale, England in 21–12– 1844.The society continued to this very day and provided the organizational and operating pattern that became the prototype for other consumers’ cooperatives throughout the world, both at the retail and wholesale levels.
They had  business practices (later called as Rochdalian Principles),these principles laid down by the pioneers, for operating their store on Toad Lane were not individually novel, but the combination of them are essentially new.  

As for African continent, almost in all had traditional forms of cooperation existed since pre-colonial times. These self help organizations survived the impact of colonialism and even today they function successfully. Work groups where members work on each other’s farms in rotation and rotating saving and credit associations can be mentioned as examples. Such traditional self help groups have established based on the existing norms which were known accepted and applied by majority of people concerned. 
Modern cooperatives development in Africa did not originate from people’s own interests and motivations. Their origin in most African countries can be traced to the colonial period when colonial governments directed the formation of these organizations for purposes of achieving, not the interests of the co-operators, but the interests of the said administration.

It was less homogeneous and varies according to whether you are in English, French, Belgian or Portuguese colonies. In the English-speaking countries of Africa, the development of cooperatives is inspired by the model applied by the British colonial administration in Asia, i.e. making cooperatives temporarily official in order to privatize them afterwards. 

The Belgian colonies applied a model close to the British one, in contrast to the French colonies which applied a model characterized by centralization and domination of the cooperatives by public authorities. As for the Portuguese colonies, they did not benefit from cooperative policy, Portugal at the time having no cooperative policy. As a consequence in Portuguese speaking

Africa cooperatives were initiated by the private sector. After independence in the colonized countries, the governments of the newly independent States accorded an essential role to cooperatives especially in the development of rural areas. Nevertheless, in most of these countries, cooperatives remained a State-owned tool with which to control the masses.

Learning activity 
1. Who are the important scholars that contribute to the present day cooperatives come to existence?
----------------------------------------------------------------------------------------------------------------

2. Discuss the difference between cooperative movement in Africa and in developed countries.
----------------------------------------------------------------------------------------------------------------

Modern cooperative development in Ethiopia 

Modern form of Cooperatives was started in Ethiopia during the ruling era of Emperor Haileselassie I in 1960 where the first legislative called “Farm workers Cooperative decree” Number 44/1960 was declared. Under this new legislative the governments had planned to establish 20 Cooperatives but of these only 4 Cooperatives were formed. They were established to address unemployment, immigration from rural to urban and land tenure questions from different directions.  

At the beginning of the era of Derg, the government issued a land reform proclamation followed by another proclamation on the formation of peasant Associations. The peasant associations were given legality by Proclamation No. 71/1975. In this proclamation, the objectives, powers and duties of peasant associations, service Cooperatives were clearly stated. It was during this time that a number of “Ye’irshaMahber” was unwillingly organized in most of the then provinces. 

The Proclamation No. 138/1978 was issued later in order to include other types of Cooperatives like Housing, Thrift and credit and Handicrafts etc. All the efforts made to restructure the Cooperative movement based on these proclamations were essentially geared towards direct control of Cooperative and turning them into government and political rather than socio economic development instruments that leads to failure of large proportion of the cooperatives established.
After the downfall of the Derg regime, there was a gap in between 1991-1995 in Cooperative movement of Ethiopia. Later, due to Cooperative experts’ dedication and devotion, and the government’s commitment towards Cooperative development, it became necessary to enact new Cooperative proclamation which suits to the current economic system and The agricultural Cooperative society’s proclamation No.85/1995 was issued. The proclamation was however, meant to serve only agricultural Cooperatives. Other types of Cooperatives had no chance (legal ground) to adjust themselves to the newly created environment. Finally cooperative society’s proclamation No 147/1998 was issued in 1998 which was followed by Amendment proclamations No. 402/2004, 106/2004.  Hence, there have been significant improvements in the cooperative movement in Ethiopia.  

Learning activity 

1. Discuss the development of cooperatives in Ethiopia.
----------------------------------------------------------------------------------------------------------------

2. Reflect about similar features of cooperatives at different times from your previous discussion?
---------------------------------------------------------------------------------------------------------------

Cooperative principles and values 
The term “principle”, derived from the Latin word “Principium” meaning “basis” has different meanings: the primary idea, a certain thesis, a rule of an organization.  The I.C.A. Commission (1966) on Cooperative Principles faced the problem of defining the term “principle”.  The working definition adopted by the Commission was: “those practices which are essential, that is, absolutely indispensable to the achievement of the Cooperative Movement’s purpose”. 
According to W.P. Watkins, the former Director of the ICA, “They are the ideas, inherent in cooperation, which determine what it is as a mode of action … they are the ideas which it is the purpose of cooperative activity to realize …” They are ideas accepted as invariable guides to policy or conduct or action of any kind.   

There were different principles adopted by cooperatives at different times the most popular ones include Rochdale principles, Raiffessen principles and Schulze-Delitschprinciples developed during their respective times. But the currently applied principles are developed by ICA. 
At the Vienna Congress of the I.C.A., in 1930, the Central Committee was asked to appoint a Special Committee to examine the conditions in which the Rochdale Principles were applied in the member countries and to state these principles in their final form.  This special Committee was formed in 1934 at the London Congress of the I.C.A.  The Paris Congress of the I.C.A. approved its report entitled “The Present Application of the Rochdale Principles of Cooperation” in 1937. 

Since the initial adoption in 1937, the ICA has revised the principles twice – once in 1966 and once in 1995. These changes were inevitable in the middle of struggling with the changing socio-economic environment and trying to keep the cooperative relevant in a competitive economy. Accordingly, the principles could be changed in the future whenever need be. The definition, principles and values of cooperatives adopted by 1995 are discussed here under.
A cooperative is an autonomous association of persons united voluntarily to meet their common economic, social and cultural needs and aspirations through a jointly owned and democratically controlled enterprise. (ICA, 1995)
Cooperatives are based on the values of self-help, self-responsibility, democracy, equality, equity, and solidarity.  In the tradition of their founders, cooperative members believe in the ethical values of honesty, openness, social responsibility, and caring for others. 

Principle of Voluntary and Open Membership 
Open Membership means that cooperative is open to all persons who need and are able to use the services of cooperatives and willing to accept the responsibilities of membership without any artificial gender, social, racial, political or religious discrimination. But where cooperatives are for specific purpose, e.g., housing, there may be understandable and acceptable reasons why cooperative may impose a limit on membership. “Willing to accept responsibilities of membership,” reminds members that they have obligations to their cooperative.

Principle of Democratic Member Control 

Cooperatives are democratic organizations controlled by their members who actively participate in setting their policies and making decisions. Men and women serving as elected representatives are accountable to the membership. In primary cooperatives members have equal voting rights by virtue of the “one member, one vote” rule; cooperatives at other levels are also organized in a democratic manner. 

Principle of Member Economic Participation
Members contribute equitably and democratically control the capital of their cooperative. At least, part of that capital is usually the common property of the cooperative. Members usually receive limited compensation, if any, on capital subscribed as a condition of membership. Members allocate surpluses for any or all of the following purposes: developing their cooperative, possibly by setting up reserves, part of which at least would be indivisible; rewarding members in proportion to their transactions with the cooperative; and supporting other activities approved by the membership.

Principle of Autonomy and Independence 

Cooperatives are autonomous, self-help organizations controlled by their members. If they enter in to agreements with other organizations, including governments, or raise capital from external sources, they do so on terms that ensure democratic control by their members and maintain their cooperative autonomy.

Principle of Educations, Training and Information 

Cooperatives provide education and training for their members, elected representatives, managers and employees so that they can contribute effectively to the development of their cooperatives. They inform the general public, particularly young people and opinion leaders, about the nature and benefits of cooperation.

Principle of Cooperation among Cooperatives 

Cooperatives must also recognize the necessity of strengthening their support organizations and activities. It is crucially important for different kinds of cooperatives to join together when speaking to government or promoting the cooperative way to the public. In order to build an integrated cooperative system it is necessary that cooperatives should cooperate among themselves. They should not compete with their own constituent members.

Principle of Concern for Community 

Cooperatives serve their members most effectively and strengthen the cooperative movement by working together through local, national, regional and international structures. Cooperatives work for the sustainable development of their communities through policies approved by their members.

Cooperative Values

Self-help: It means one should try to solve his problems with his own efforts, means and resources available. But self-help succeeds only up to a point. Therefore, it needs joint- efforts with those who have the same problem. They can pool small resources and means, so that they become more potential.

Self-responsibility: coupled with self-help and mutual self- help is the value of self-responsibility. Every office-bearer, member and member of management must take responsibility for his personal actions, for the activity as whole and for its impact on society. 

Democracy: Democracy is a basic value of cooperatives. In the context of cooperatives, the essence of democracy is “conscious decision” based on “freewill”. “Conscious decision” means understanding the logic or rationale of taking decisions and be aware of the possible consequences of the decisions and their impact on individual and institution.

Equality: Equality means equal right and opportunities, right of participation, a right to be informed, a right to be heard, a right to be involved in the decision making. Members are to be associated as equal as possible, without any kind of discrimination of gender, religion, caste, creed, race, amount of share capital contribution, deposits, political affiliation etc. 

Equity: It refers to how members are treated within a cooperative. It means that members should be treated equal in how they are rewarded for their participation in the cooperative normally through patronage dividends, allocations to capital reserves in their name or reductions in charges. Equity ensures social justice.

Solidarity: It is an important base of cooperatives. Solidarity is collectivity. Management have the responsibility to ensure that all members are treated as fairly as possible, that the general interest is always kept in mind, that there is consistent effort to deal with employees (members or non-members), as well as the non-members. It also means that a cooperative has a responsibility for the collective interest of its members. 

Honesty: Cooperatives ideal is honest dealing with members and non-members. They regularly reveal to their members and others information relating to their performance. Scope of honesty in cooperatives refers to monetary honesty, honesty of thoughts, commitments, behavior and conduct, no hypocrisy or falsehood, no underhand dealings or false promises, no dishonesty in elections. It also encompasses correct maintenance of accounts and balance sheet, correct information to members, objectivity and fairness in personal matters.

Openness: It means that cooperatives are open to members of community they serve. They have a commitment to serve and assist individuals in helping themselves.

Social Responsibility: In fact Social Responsibility and caring for others are overlapping concepts. It means that cooperatives should move beyond caring for members only. They should financially assist or organize activities beneficial to the entire community. However, such activities can be taken up when cooperatives have surplus.

Caring for others: this value of cooperatives refers to taking interest in and care about other people. This concept stems from humanism. Cooperatives   are humane by nature though their main concern is to achieve 

Continuous Assessment Methods

Quiz/Test, Group assignment, Reading assignment 

Summary 

Basically the essence of Cooperation is togetherness. The present day cooperative development and ideology is a product of long time evolution from traditional local organizations that are still in existence in some areas; where there were cooperative like associations during the early human civilizations in Egyptian, Babylonian, Greek, Chinese, Christian, Roman empires. In Ethiopia also there were traditional organizations like ekub, edir and debo, which are the primitive cooperative like structures in the day to day life of the people. 

The actual modern cooperatives are the results of industrial revolution and its socio economic outcomes. Understanding the socio economic conditions of the people specially the working class due to the evils of industrial revolution; scholars like Robert Owen, Dr. William King, Raiffessen, Schulze and others tried to establish voluntary associations for the benefit of the people themselves. But the first modern voluntary self help cooperatives society was established in England in 1844 by the Rochdale pioneers society which is followed by different types of cooperatives in different countries in the developed world. When it comes to the Africa it was not voluntary movement rather it is introduced as a device to facilitate the conditions for the colonialists, which leads to the failure of the movement by itself and the results can be seen until now.  

As to our country Ethiopia, the first modern cooperatives was established by the issuance of the farm workers cooperative decree in 1960, followed by the force full formation of peasant associations during the Derg regime and the contemporary government is still trying to make things favourable for developing vibrant cooperative movement. 

After the modern cooperatives came in to existence, different principles and values were developed by different people among whom the most prominent ones include Rochdale society, Raiffessen and ICA. But the definition of cooperatives principles and value applied currently are developed by ICA in 1995.

Self-test exercises 

1. Explain the traditional cooperatives like associations and their features in 

A. Egyptian era

B. Babylonian era

C. Greek

D. China

E. Christian era 

F. Roman empire

2. What traditional cooperatives association are there in Ethiopia?
3. Discuss the principles of cooperatives principles developed by ICA 1995?

3.1.1.2 Salient Features of Cooperatives and Other Organizations

Introduction 

In this part of the module, similarities and differences between cooperatives and other forms of business organizations are explained. Peculiarities of non-cooperatives business organizations with their pros and cons are dealt with. Finally, the salient characteristics of cooperatives are given due attention and detailed.  

Pre test 

Would you mention types of business organizations you know? 
Do you believe that cooperative is one type of business organization?

----------------------------------------------------------------------------------------------------------------

Types of Non-cooperatives Business Organizations  

Generally speaking, all non-government operated business is a private business organization which also includes the cooperatives. The term private business often refers to non-cooperative and non- governmental business and is considered the opposite of cooperative business. However, it is apparent that cooperatives are also private business- but with cooperative ownership.

Basically, there are four forms of non-cooperatives business organizations in a free market economy.  Now, let us analyze each forms of business with its features, and finally how cooperative is different from other types of business enterprises. Below is the summarized brief of types of business organizations.   

	Organizational characteristics
	Individual proprietorship
	Partnership
	Corporation

	Cooperative


	Ownership 
	Single individual 
	Partners 
	Share holders
	Member Patrons

	Management control
	The proprietor
	The partners
	Board of directors
	Board of directors

	Management orientation
	The proprietor
	The partners
	Share holders
	User members

	Objectives
	Profit for the proprietor
	Profit for the partners
	Profit for the stockholders
	Service for the

member patrons

	Primary Users
	The public
	The public
	The public
	Member patrons

	Ownership representation
	The proprietor
	Based on Legal agreement of partners  law
	The investors
One vote per share owned
	Members based on one man one vote principle 

	Legal base
	Unincorporated
	Legal agreement of associates under law
	Incorporated under law
	Usually incorporated under special enabling legislation

	Liability
	Unlimited 
	Unlimited 
	Limited 
	Limited 

	Proceeds recipients
	The proprietor
	The partner
	The share holders proportionate to number of share holdings 
	Members -  Proportionate to patronage

	Return on invested capital
	Unlimited
	Unlimited
	Unlimited
	Limited by law


Salient Features of Cooperatives and other local organizations 

Pre test 

Reflect on the unique characteristics of cooperatives. Can you mention some? 

----------------------------------------------------------------------------------------------------------------
Even though cooperatives are similar to many other businesses, they are distinctively different. Some differences are found in the cooperative's purpose, ownership, control, and distribution of benefits. Cooperatives follow three principles that define or identify their distinctive characteristics:

· user-owned,

· user-controlled, and 

· user-benefited
The user-owned principle means the people who own and finance the cooperative are those who use it. "Use" usually means buying supplies, marketing products, or using services of the cooperative business.

Members finance the cooperative through different methods: 1) by a direct contribution through a membership fee or purchase of stock; 2) by an agreement to withhold a portion of net earnings (profit); or 3) by assessments based on units of product sold or purchased.

For instance, a tomato grower would be assessed a fee such as 10 cents for every box marketed through the cooperative. These assessments, generally referred to as per-unit retains, help finance the cooperative's operations.

The user-controlled principle (also called democratic control) says those who use the cooperative also control it by electing a board of directors and voting on major organizational issues. This is generally done on a one-member, one-vote basis, although some cooperatives may use proportional voting based on use of the cooperative.

The user-benefited principle says that the cooperative's sole purpose is to provide and distribute benefits to members on the basis of their use. Members unite in a cooperative to receive services otherwise not available, to purchase quality supplies, to increase market access, or for other mutually beneficial reasons. Members also benefit from distribution of net earnings or profit based on the individual’s business volume with the cooperative.

Learning Activity

1. Explain the main characteristics of the following forms of business organization:

· Sole proprietorship 

· Partnership
· Corporation
2. Discuss on the advantages and disadvantages of the above mentioned types of business organizations.

--------------------------------------------------------------------------------------------------------------

3. What are the salient features that distinguish cooperatives from other business organizations? 
---------------------------------------------------------------------------------------------------------------

To operate under these distinctive principles, an important practice, particularly for new cooperatives, is to conduct continuing member education. This is especially important for attracting and recruiting new members. It is also necessary because the cooperative's membership continually changes. Older members retire and new ones join. Salient features of cooperatives are summarized as follows:

Voluntary/ Open Membership: A cooperative society is a voluntary association of persons and not of capital. Any person can join the cooperative society of his free will and can leave it at any time after giving due notice to the society. The Co–operative society Act does not specify the maximum number of members for any co-operative society. However, after the formation of the society, the member may specify the maximum number of members.

Democratic Management: Co-operative societies are managed on democratic lines. The society is managed by a group known as “Board of Directors”. The members of the board of directors are the elected representatives of the society. Each member has a single vote, irrespective of the number of shares held. For example, in a village credit society the small farmer having one share has equal voting right as that of a landlord having 20 shares.

Disposal of Profits/Surplus: Every co-operative society in addition to providing services to its members also generates some profit while conducting business. Profits are not earned at the cost of its members. Profit generated is distributed to its members not on the basis of the shares held by the members (like the company form of business), but on the basis of members’ participation in the business of the society. For example, in a consumer co-operative store only a small part of the profit is distributed to members as dividend on their shares; a major part of the profit is paid as purchase bonus to members on the basis of goods purchased by each member from the society.

Service Motto: Co-operatives are not formed to maximize profit like other forms of business organization. The main purpose of a Co-operative Society is to provide service to its members. For example, in a Consumer Co-operative Store, goods are sold to its members at a reasonable price by retaining a small margin of profit. It also provides better quality goods to its members and the general public.

Only Members Subscribe Capital for the Enterprise: In a co-operative society capital is contributed by all the members. However, it can easily raise loans and secure grants from government after its registration.

Registrations & Legal Status: A Co-operative Society is registered under the Co-operative Societies Act. After registration a society becomes a separate legal entity, with limited liability of its members. Death, insolvency or lunacy of a member does not affect the existence of a society. It can enter into agreements with others and can purchase or sell properties in its own name. Co-operative Society

Government Control: To protect the interest of members, co-operative societies are placed under government control through registration. While getting registered, a society has to submit details about the members and the business it is to undertake. It has to maintain books of accounts, which are to be audited by government auditors.

Self test Questions

1. What are the distinguishing features of sole proprietorship and partnership types of businesses?

2. What are the unique characteristics of cooperatives?

Continuous Assessment Method

Tests, class presentations/ reports on reading assignments 

Summary 

Based on purposes, ownership type, level of liability, types of management and other characteristics, there are different types of business organizations. Though, all types of business organizations share many features, uniquely, cooperatives have some salient features.

3.1.1.3 Cooperatives laws

Definition and Systemic Nature of Cooperatives laws

Pre test 

Do cooperatives as business organizations need to have laws and bylaws according to their nature? Why?
----------------------------------------------------------------------------------------------------------------
Cooperative law is a law constituted by all national, supranational and international normative, administrative and judicial acts and the praxes commonly accepted among co-operators and cooperatives members as they bear on the formation, the structure, the operations and the dissolution of cooperatives in general. Thus, 

· The rule on the non-discretional and non-discriminatory exercise of administrative power and on the justifiability of all public acts, 
· Constitutional and administrative norms and rules on local and regional administration as well as real estate and private law in general, 
· Irrigation, water, investment, commercial law, company, tax, competition, labor, bankruptcy, and credit laws, 
· Regulations on imports, exports and pricing, on contracts, inheritance, accountancy, banking, consumer protection and social security, transports and marketing, etc. Must all be severally and jointly conducive to and supportive of genuine cooperatives if cooperative legislation is to be effective?
When drafting the law, the legislator must therefore make sure that other legal provisions do not run counter to cooperatives. It will be particularly important to be vigilant regarding the provisions contained in competition law and in social, labour laws and other laws. 

The Need for Cooperatives Legislation
In certain countries, such as Denmark and Norway, cooperative movements prosper without being ruled by their own law. But there are no cooperative movements prospering without any legal rules applicable to them. Some of the main reasons for this are:

i. The existence of a cooperative law is a necessary, though not a sufficient condition for getting a cooperative policy to work.

ii. The rule of law is a fundamental element in the new approach to development, which emphasizes the respect for human rights. This presupposes that the legal relationship between citizens and the state is founded on acts of parliament.

iii. International cooperation and global economic agents use law in an ever increasing manner as a means of information and communication. Law is a reference point and a guide mark. 

iv. In complex societies, where social control can no longer be based on close personal relationships, regularization of social relationships has proved to be the most adequate means of regulating the activities of economic agents who are not personally linked to one another. By definition, this is especially true where economic relations are not entertained by physical persons only but also by legal persons. In order to provide for legal security, the law has to establish the criteria for the definition of these persons, the power of their organs and their liability in lieu of that of the members or the individual shareholders.

v. Law is a suitable and tested means to represent and maintain a just balance between the autonomy of the co-operators and the cooperatives, on one hand, and the powers of the state, on the other.

vi. Law adds to stabilizing the political system. 

vii. National laws are a necessary means to implement the public international cooperative law.

Cooperative laws in Ethiopia

Cooperative development in Ethiopia has been guided by a deliberate legislative framework. To this effect, in 1960 the first legislative called “Farm workers cooperative decree” No.44/1960based on which “Farmer workers Cooperative society Bureau” was declared for the establishment of modern Cooperatives society. Under this new legislative the governments had planned to establish 20 Cooperatives but of these only 4 Cooperatives were formed. This law was amended in 1966 into a Cooperative Proclamation (Proclamation No. 241/1966). 
At the beginning of the Derg regime, the government issued a land reform proclamation followed by another proclamation on the formation of peasant Associations. The peasant associations were given legality by Proclamation No. 71/1975. In this proclamation, the objectives, powers and duties of peasant associations, service Cooperatives were clearly stated. It was during this time that a number of “Ye’irshaMahber” was unwillingly organized in most of the then provinces. 

The Proclamation No. 138/1978 was issued later in order to include other types of Cooperatives like Housing, Thrift and credit and Handicrafts etc. All the efforts made to restructure the Cooperative movement based on these proclamations were essentially geared towards direct control of Cooperative and turning them into government and political rather than socio economic development instruments. 

In 1995, Ethiopia paid special attention to the development of agricultural cooperatives and issued specific legislation on agricultural cooperatives (Proclamation No. 85/1995). This proclamation outlined the rules and regulations for formation, membership, governance and dissolution of agricultural primary cooperatives in Ethiopia. This legislation was further developed with the issuance of the Cooperative Society Proclamation (No. 147/1998), which relatively conforms to universal ICA cooperative principles and the ILO Promotion of cooperative Recommendation (2002) (No. 193). It also has Amendments No. 402/2004,106/2004 and Regulations.
In 2002, the Cooperatives’ Commission Establishment Proclamation (No. 274/2002) created the institutional framework for promoting and supporting the cooperative movement in Ethiopia. 

Regional states of the Federal Democratic Republic of Ethiopia have also enacted their own proclamations for the promotion of cooperatives. Three of the nine regions of Ethiopia, namely the Southern Nations and nationalities People’s Region (SNNPR), Tigray and Amhara have enacted their own cooperative proclamations. The Oromia Cooperatives Promotion Commission was established with Proclamation (No. 15/1997) to promote and support cooperative movement in Oromia National Regional State.

Self-test

1. Discuss on the first Ethiopian cooperative legislation of 1960: its strengths and drawbacks.

2. What is the theme of 2002 Cooperatives’ Commission Establishment Proclamation (No. 274/2002)?

3. Explain the compliance of Ethiopian cooperatives legislations (and their amendments) with Ethiopian development plans (strategies).

Continuous Assessment Method

Tests, reading assignments, class presentations

Summary 

Every State has one or more laws authorizing the formation of cooperative organizations. Currently, in our country, the Cooperative Societies Proclamation 147/98 is the general guideline to organize any type of cooperatives with some amendments. Drafting articles of incorporation and bylaws is the most important process in starting new cooperatives. Other legal documents include the membership application, membership or stock certificate, revolving fund certificate, marketing/ purchasing agreements, and meeting notices and waivers of notice.
3.1.2 Organizing Cooperatives
Introduction 

Cooperatives play a pivotal role in value chain, due to this rational this particular learning task titled as “organizing cooperatives” incorporate the basics steps that has been executed to organize cooperative societies, process and/or steps to develop business plan for cooperatives types of business, in addition to this it also provide a knowhow on the methods of sharing information to the community and to the members as a whole, and finally role of gender in cooperatives and vice-versa. 

Pre test

Can you discuss about the steps/procedure to organize cooperatives as formal organizations?

3.1.2.1 Procedures to organize cooperatives

Basic steps in starting a cooperative

There are eight steps to organize cooperatives societies we will discuss the point in detail

1. Hold an organization meeting and establish a steering committee

Core group of individuals should hold an informational meeting of potential cooperative members and others in the community. The primary purpose of the meeting is to explain the identified need and how cooperative would address it.  It is important that the group come to general agreement on the nature and importance of the problem and the potential for a cooperative to address it. Such an agreement will become the group’s shared vision, so it is worth spending as much time as necessary to achieve it.

Provide informational handouts that explain what a cooperative is and how it would work. Also provide information about the steps involved in starting a cooperative so people have a sense of what they may be getting into. Determine the level of interest in exploring cooperation among meeting participants. Many organization groups have found it helpful to invite speakers from other cooperatives in order to highlight their success stories. This often gives meeting participants a more down to earth vision of what cooperatives is and how it can work for them.

A steering committee should be formed of participants at the meeting which will coordinate activities on behalf of the group. Committee members must be able to provide leadership to the large group and be willing to put some time and energy into researching the feasibility of the proposed cooperative.

Allow plenty of time for question and discussion. A meeting like this often works best if it is led by an experienced facilitator. In many cases, it is necessary to hold more than one meeting to give all interested parties in the community a chance to participate.

Typical Steering Committee Members

1.President:  Often the “project champion” Facilitation skills required.

2. Vice president: May chair key subcommittee.

3. Treasurer: Manage funds who may lead business plan phase ‘’accounting skills needed’’
4. Secretary: Coordinates all communications. “Computer skills required”
5. Non-officers.

Various issues must be resolved to proceed 

· Potential members must see that the benefits in adopting a cooperative approach are attainable.
· Individuals must emerge who are willing to assume a leadership role and take the agreed-upon vision to the next steps.
· A level of trust and confidence must evolve within the group.
· The creative tension between visionaries and doers must be harnessed effectively. It cannot be allowed to prevent the group from moving forward.
· Participants must be convinced that the initial risks and costs in adopting the proposed approach are outweighed by the potential benefits to be obtained.
· Roles of members, management and board members should be clear to all.
· Everyone involved should have confidence that the proposed organization is the best alternative available.
Typical sub-committee areas

· Business plan committee;

· By-laws and policies committee;

· Purchasing and construction committee; and 

· Personnel committee.

2. Conduct a Feasibility study

a. The steering committee can either conduct a feasibility study (using the guidelines provided), or hire a consultant to carry out the study. The purpose of a feasibility study is to examine critical opportunities and obstacles that might make or break the proposed cooperative business. The feasibility study should give the group a good idea of whether the cooperative is likely to be successful as a business.

The critical issues that a feasibility study analyzes include the number and interest level of potential members; market issues (can the cooperative get better prices, better quality or better services than potential members currently get through other means?) operating costs; start-up costs; and availability of financing. If insurmountable obstacles are discovered in the feasibility study, the development of the cooperative should be abandoned or shelved before too much time and money has been expended.

b. In some cases, local or state governments or foundations may provide financial or technical assistance with the feasibility study. The quality of the feasibility study is critical because it will influence all future decisions on the development the cooperative. Don’t hesitate to bring in outside expertise when you need it. Contributions by potential cooperative members are often used to help cover the cost of feasibility study. These members will be the primary beneficiaries of the cooperative, so naturally they should assume some responsibility for the financial costs of assessing its feasibility.

3. Report on the Results of the Feasibility study

a. The steering committee should hold a follow up meeting with potential cooperative members to report on the results of the feasibility study. A summary of the feasibility report should be distributed to participants, and the full report made available to anyone who wishes to see it. Allow plenty of time to discuss the report and ensure that potential members understand and results.

b. Be sure to spend time reviewing the financial section of the report. The preliminary financial projections should tell the group how much equity will be required from each member of the cooperation, and whether or not the cooperation is projected to return any patronage refunds (shares of the profit) to members during the first few years of operation. These are key pieces of information that will influence each person’s decision about whether to join the cooperation.

This should be a major decision point. If the feasibility study indicates that the cooperation is not a viable business, or if sufficient commitment does not exist among the group, the steering committee should not proceed with forming the cooperation.

4. Incorporate the Cooperative and file Articles of Incorporation and Bye-laws                                                     

a. In most states, a cooperative have to be incorporated under the appropriate state statute in order to conduct business. Most states have statutes specifically governing cooperatives. The articles of incorporation describe the kind and scope of the cooperative’s business. Incorporation takes place when a cooperative files its articles with the secretary of state. If the steering committee wishes to, it may draft the articles of incorporation and bylaws. Make sure to have a lawyer who is familiar with cooperatives review these documents before they are presented to the membership.

b. The bylaws state how the cooperative will conduct business, and must be approved by the membership. Note that a cooperative can start out with very basic bylaws and refine them after the business plan has been developed.

c. As soon as the cooperative is incorporated and thus exists as a legal entity, two members of the steering committee should open a bank account in the cooperative’s name. This account will be used to deposit equity contributions from new members.

d. A note about stock: Articles of incorporation allow the steering committee     

to decide whether the cooperation will issue stock or not. We recommend that the cooperation do so. In recruiting new members it can be an important symbolic act to hand over stock certificate to each individual who join the cooperation. Many new members feel more comfortable having something in hand to show for their contribution. Some potential members also find a stock cooperative easier to understand than a non-stock structure.

Blank stock certificates are available at most office supply stores. Just fill in the blanks to indicate the number of shares each member buys and the cost per share.

5. Prepare a business plan   
a. If the feasibility study results are favourable, the steering committee carries out or hires a consultant firm to develop a detailed business plan. The business plan serves two primary purposes; to provide a blueprint for the development and initial operation of the cooperation to provide supporting documentation for potential members, financial institutions and other investors.   

b. A typical outline of a business plan includes a description of the company, a market analysis, research and development related to the cooperatives product or service, a marketing and sales plan, a description of the organizational structure and key personnel, and financial data.

c. Few steering committees have sufficient skills to develop a thorough business plan. Obtaining technical assistance can make the difference between a business plan that gets a loan and one that does not. Note that many state governments offer grants and loans to assist start-ups with technical assistance and business planning.

A cooperative’s business plan should include many of the components of a business plan for any type of firm. However, there are additional considerations for cooperatives which should be addressed in a well thought in a well thought out plan.

For example, cooperative fiancé involves a number of unique aspects such as the variety of ways to raise or revolve member equity. Governance structure should be spelled out in the plan to insure that an effective decision making capacity is designed. Will voting be by member, proportional to patronage, or proportional to investment? Member rights and responsibilities in relation to the cooperative should also be presented. Financial projections should be built on several scenarios reflecting the impact of various member actions, such as a given percentage of members not meeting their patronage or investment obligations, what level of losses or prices might members are willing to tolerate? What happens if a share of members over produces or finds more attractive alternatives?

6. Secure Financing

a. Cooperative businesses vary greatly in the amount of capital they need to get up and running. The business plan should include the amount and type of financing needed by the cooperative and a strategy for obtaining it. The steering committee and its advisors are responsible for implementing this strategy.

b. Virtually all cooperatives require some level of member financing, usually in the form of stock purchases or membership fees. Member financing not only provides equity for the cooperative, it also provides a financial base that helps other investors, particularly banks, feel more secure in investing in the cooperative. The steering committee should prepare a membership application for new members to fill out and sign. It should identify the member’s name, address, and phone number; the number of shares of stock being purchased (or the amount of the membership fee if it is a non-stock cooperative); and a stated agreement that the new member agrees to belong to and abide by the bylaws and contracts of the cooperative.

Each member’s initial financial contribution should be collected at the time the membership application is submitted.

c. In addition to member equity, most cooperatives need to borrow money to get started and to maintain their operations; Loans can come from banks and other financial institutions (including several national banks for cooperatives).

7. Recruit / Admission of Members

a. Laying the groundwork for the cooperatives membership base needs to begin when the steering committee first meets, conduct surveys and mail organizing updates to them, and collect initial down payments on membership fees.

All of these activities provide a good indication of the level of interest in, and commitment to, the cooperative. Thus, when the time comes to actually “ante-up” and join, potential members are more primed to act. Even so, the steering committee may need to recruit new members in addition to those who have attended one or more of the organizational meeting. This should be a major decision point. If the cooperative is unable to obtain the necessary debt financing, the committee should not proceed with developing the cooperative this time.

8. Hire Cooperative Management

a. Some new cooperatives identify management personnel early in their organizing process, especially if one or more key individuals are already known to members of the steering committee. However, recruiting staff personnel is listed as a later step in the cooperative formation process because the cooperative is not a definite “go” until the necessary financing has been secured.

One or more of the key individuals can be hired as consultants at an early stage with mutual intent that they will work for the cooperative once it is formally established. This approach also has the effect of maki8ng investors feel more comfortable about financing the cooperative because proposed management is the most important thing they look for in making a loan decision.

9. Hold cooperatives First Membership and Board Meetings

a. After financing has been secured and sufficient members have signed up, the first general membership meeting is convened. There are two major pieces of business that must be conducted at this meeting;

· The members adopt the cooperatives bylaws; and 

· The members elect a board of directors for the cooperative

This meeting marks the transition from a steering committee and interim leadership group to a formally elected board a legally approved bylaws.   

Allows enough time for members to look over the bylaws and ensure that they are thoroughly understood before the vote takes place. There may be a few amendments suggested; these and the bylaws are approved by majority vote.

In their capacity as owners, members elect the board of directors to function as their representatives in overseeing the administration of the cooperative. It is this mechanism through which cooperative is member-controlled. As the member’s representatives, the board’s primary responsibilities are to develop policies, conduct long-range planning, hire and supervise the cooperative manager, and guide the cooperative in pursuing its mission and goals.

b. The new board of directors should hold their first board meeting shortly after the first membership meeting. Among other duties, the board should elect officers, develop job descriptions for management personnel, and initiate the hiring process, if necessary.

10. Start operations 

a. During the initial phase of the cooperatives operations, management should concentrate on implementing the business plan. It is vital that frequent communication between staff, board and members be maintained during this period. Some cooperatives have lost touch with their members after start-up, and have found that to be recipe for disaster. Management and board need to make sure the cooperative is meeting the needs of the member’s over time. Do this through regular newsletters and members surveys.

b. Another way to maintain good communication between staff, members and board is to conduct educational seminars for them. Remember that conduct education is one of the cooperative principles. It enables members to participate in the cooperatives affairs and make fully informed decisions regarding them. A strong cooperative is built on a foundation of involved members. Without an active base of members who are willing to work towards the success of the cooperative, the cooperative is bound to fail.

11. Appointment of chief promoters
The system of appointing chief promoter may vary from country to country. In some countries the chief promoter is one among the proposed members of the proposed society. In Ethiopia, the cooperative department has promoters and organizers for the purpose.
Learning activity
List out the steps necessary in establishing cooperatives?

----------------------------------------------------------------------------------------------------------------
What is the difference between feasibility study and business plan?

----------------------------------------------------------------------------------------------------------------
Formation and registration of cooperatives in Ethiopia
Cooperative is organized in the above procedure and according to proclamation No147/91 the Formation and Registration of Co-operative Societies is carry out through the following articles.

Article 6 Formation of Co-operative Societies:

1. Cooperative societies may, according to their nature, be established at different levels from primary up to the federal level.

2. A primary society shall be established by persons who live or work within a given area.

3. The number of members in a primary society to be established shall not be less than ten.

4. Notwithstanding Sub-Article (2) of this article, the appropriate authority may specify in the directive, the minimum number of members that could make a society economically feasible.

5. A society may sell some of its shares to persons outside its area when the society faces shortage of capital.

Article 7Types of Societies

1. A society may engage in either production or service rendering activities or in both.

2. The field of activities to be engaged in by any society shall be determined by the by-laws of the society.

Article 8 Name of a Society

1. Any society shall have its own name.

2. Words “Cooperative Society and Limited Liability” shall appear in the name of every society.

3. A name of distinguishing mark registered by one society shall not be used by any other society.

4. The name of every society shall be written boldly and be put at every place where the society’s activities are performed. It should also be written or sealed on every notice, letter, other specification and documents which are signed on behalf of the society.

Article 9 Registration of a Cooperative Society:

1. Any society shall be registered by the appropriate authority.

2. Any society, when established, shall submit an application for registration for registration together with the following particulars to the appropriate authority.

(a) Minutes of the founders meeting;

(b) The by-laws of the society in three copies;

(c) Name, address and signature of members;

(d) Name, address and signature of the members of the management committee of the society;

(e) A detailed description which proves that the registered members of the society have met the requirements for membership in accordance with the provisions of this Proclamation and the by-laws of the society;

(f) Name, address and signature of members of the societies above the primary level;

(g) Plan of the society;

(h) Documents showing that the amount of capital of the society and the capital has been collected and the capital has been collected and deposited in a bank account, if there is no bank in the area, that it has been deposited in a place where the appropriate authority has designed;

(i) The description of the land on which the society operates;

(j) Other particulars that may be specified in the regulations or directives issued for the implementation of this Proclamation.

3. The appropriate authority shall register a society and issue a certificate of registration within 15 days when it is satisfied that the application for registration submitted to it has fulfilled the requirements for registration.

4. When the appropriate authority rejects the application for the registration of a society, it shall give a written explanation to the representatives of the society within 15 days. The representatives may appeal to the high court, which has jurisdiction on the decision of the appropriate authority.

5. The certificate of registration issued to a society pursuant to Sub-Article (3) of this Article is an evidence to prove that a society is registered in accordance with this Proclamation.

(In addition to the above provisions found under the Cooperative Proclamation, 147/1998, 4 more new sub-articles were added as per the Cooperative Societies (Amendment) Proclamation # 402/2004, vide Amendment No. 1, which are presented below)

6. Any cooperative society which has been legally registered pursuant to sub-article 3 of this article shall engage in any business as of the date of registration without the necessary of securing additional trade license.

7. Where the appropriate authority ensures that requirements indicated under sub-article 2(a)-(g) are met, it shall grant temporary certificate which may serve not more than a year and shall cause the rest requirements to be observed within a specified period of time.

8. Where any society is found operating out of the objective for which it is established, it may be suspended by the appropriate authority from carrying out activities permitted by this law.

9. Where the general assembly of a society suspended pursuant to sub-article 8 of this article submits its request to reverse the decision for suspension and where the appropriate authority found the request appropriate, it may reverse the decision for suspension. The appropriate authority shall give a written explanation to the General Assembly of the society. The General Assembly may appeal to the higher court which has jurisdiction on the decision made by the appropriate Authority.

Continuous Assessment Methods

The continuous assessment methods that are used to evaluate the learners in this learning unit are: quiz, test, assignments,groupdiscussion.
Summary 

In the introductory part of the discussion we have seen the detail to organize cooperatives societies, the basic steps to organize cooperatives is/are Hold an organization meeting; establish steering committee, Conduct a feasibility study, Hold a meeting of potential members to report on the results of the feasibility studies, Incorporate the cooperative by filing articles of incorporation and bylaws.Prepare a business plan, secure finance for the cooperation, Recruit/Admission of members for cooperation, Hire cooperation management and staff, and Hold the cooperatives first membership and board meetings, Start cooperatives.

Self test exercise

1. Discuss about the formation of cooperatives according to cooperatives proclamation 147/91.

2. In the organizations of cooperatives, how cooperatives secure their finance?

3. What are the components in the bylaws of cooperatives?

3.1.2.2 Business plan development in cooperatives

Pre test
Can you define the term business plan and its need for cooperatives?

----------------------------------------------------------------------------------------------------------------
Business plan preparation 

A business plan is a document that provides a complete description of the co-operative enterprise you wish to form. It describes in detail the products or services that will be produced, served or sold; the organization of work and management approach; results of the market study and marketing plan; characteristics of the paid and unpaid human resources (the members); equipment and material needed; financing requirements and plan. 

The business plan is a working tool that serves two purposes: 

· To facilitate the acquisition of external capital, credit union/bank loans or grants. It must convey to the person or organization from whom you seek financial support why they should invest in the enterprise you are proposing, the seriousness of that enterprise, and your team's ability to launch and develop it successfully. 

· To facilitate control of the process of launching and developing the new co-operative.

This plan will be the means by which you monitor the new co-operatives results and follow-up on its activities.   The business plan must be written in clear and straightforward language, and be relatively brief (no more than thirty pages, plus appendices), since the people who will consult it before deciding whether or not to invest in your co-operative, loan it money, or give it a grant often have no time to waste. They have to be able to understand your plan and the exact nature of what you are requesting very quickly. 

Contents of a Business Plan 

1. Summary of the business plan: the summary of the business plan should be described within in two pages but the summary should cover all the point within the business plan?

2. Brief description of the co-operative 

· Name, address of the head office, date formed.  

· Type of co-operative, objectives, number of members.  

3. Analysis of the co-operatives market 

· Brief description of the characteristics of the products or services offered with respect to comparable products and services available on the market.  

· Characteristics of the market: size, parts of the market held by competing enterprises, market segments, market trends.  

· Characteristics of your sales strategy (direct, through third party, shipping costs, etc.).  

· Characteristics of the clientele (members or non-members), age groups, gender, occupation, family income, location, buying habits, etc.  

· The price of your products or services.  

4.  Description of products and services 

· Originality of the products and services compared to what is available from the competition and their distinguishing characteristics (include photographs or sketches if necessary).
· Description of any research and development activities required before these products or services can be marketed (with associated costs and timetable).  

· Description of new products and services development plan.  

· List of legislation that must be complied with and legal authorizations that must be obtained before they can be introduced on the market.
5.  Marketing plan 

· Estimate of sales for the first three years and the market share sought (refer to your detailed market study on which you based your sales objectives; include it as an appendix).  

· List of buyer-members or potential buyers who have already expressed an interest in buying.
· Description of market segments targeted (size, location, and other characteristics).  

· Description of your strategic market penetration plan and its cost (how you will advertise your products and services, promotion campaign, media publicity, discounted membership prices, etc.).  

6.  Operations 

· Advantages of the location of your place of business.  

· Characteristics and costs of the building and equipment already owned, or to be bought or leased (attach a plan if necessary and refer to detailed descriptions in an attachment). 

· Description of the process and methods of producing the products and services.  

· Description of the characteristics of the manpower required (professional qualifications, number, salary costs, etc.). 
7.  Management and organization 

· Characteristics of the association's structure and method of operation (division of powers and responsibilities of the various bodies, names of the directors and a brief description of their expertise).  

· Characteristics of the structure (organization chart) and of the enterprise's method of operation (management philosophy, methods of participatory management that will be introduced, names of managers, their qualifications, a description of their duties, their responsibilities and reporting relationships, etc.).  

· Identification of external professional resources with whom you plan to deal (organization specializing in start-up assistance, accounting firm, marketing consultant, trainer, etc.).
8.  Timetable of activities 

· A graph of the timetable for the first three years, with monthly or semi-monthly columns and thick horizontal lines to indicate the beginning, duration and end of the enterprise's major series of operations. Each activity should be coded and a brief description given in a column to the left.  

9.  Projected financial statements to include 

· Statement of assets and liabilities for the first three years.  

· Statement of earnings for the first three years.  

· Projected cash budget for the first year, estimate of working capital for the following two years.  

· Break-even point (level of revenue beyond which the co-operative will generate a surplus, after fixed and variable costs are subtracted).  

10.  Financing plan 

· Total investment needed for start-up.  

· Short and medium-term investment plan.  

· Source of funds (share capital, external investors, medium-term loans, etc.).  

· Amounts by source, conditions of acquisition (interest, share of surplus, etc.), repayment schedule, security given.  

11.  Attachments 

· Articles of Incorporation of the co-operative.  

· By-laws.  

· Data from the market study.  

· Summary of expertise of the main people in charge and a list of members.  

· Letters of support, intention to buy or sell, etc.  

· Any other relevant information that may shed more light on the nature of your operations, equipment needed, manufacturing methods and procedures, etc.  

Continuous Assessment Methods

The continuous assessment methods that are used to evaluate the learners in this learning unit are: quiz, test, assignments, and group discussion.
Summary 

In cooperatives business plan is the basic issues in order to carry out their routine task according to their plan. The content of business plan is/are Summary of the business plan, Brief description of the co-operative, Analysis of the co-operatives market, Description of products and services, Marketing plan, Operations, Management and organization, Timetable of activities, Projected financial statements to include, Financing plan, Attachments which includes, Articles of Incorporation of the co-operative,  By-laws, Data from the market study, Summary of expertise of the main people in charge and a list of members and others. 

Self test exercise 
1. Explain the steps of business plan development?

2. What is the point that should be covered in the marketing plan of business plan?

3. What is the importance of doing business plan for cooperatives?

3.1.2.3 Agricultural extension service in cooperatives
Pre test

Define the term extension in your words?

----------------------------------------------------------------------------------------------------------------
The term extension was first used in connection with education about 100 years ago, to describe the method of spreading knowledge from universities to the great mass of people outside. Advice and assistance for farmers to help them improve their method of production and marketing is called agricultural extension. However, agricultural extension should not be seen only in the context of increasing agricultural output. It is also part of the effort to achieve a balanced social and economic development of rural areas. Extension has four components; the knowledge to be extended or shared, the people to be served, a central extension organization and the extension agent or worker.

The Word Extension is derived from the Latin word TENSIO meaning Stretching and EX meaning Out.  Thus EX + TENSIO = EXTENSION, which means spreading out or disseminating or communicating from one person to another or one place to another place. So, Extension Education means that type of education, which involves in spreading out the scientific knowledge and innovations into the villages and other needy areas outside the formal schools and colleges.
It was a particular type of educational innovations and its purpose was to carry the educational advantage of the Universities to the people at large where they live and work.  It is evident from the meaning given to it in Webster’s Dictionary as “a branch of a University for students who cannot attend the University proper”.  So it is clear that the term “Extension” used to this context signifies an out of school system of education. So, Extension Education is an educational channel or education for the rural people and other needy people at their door steps such as farmers’ cooperatives, outside the formal schools and college, to improve their standard of living through their own efforts and realization.

Some general objectives of extension services are:-

1. To increase the net income of the farmers through more efficient production and marketing

2. To promote better homes and higher standard of living on the farm

3. To promote the economic, social, and spiritual well-being of rural people

4. To encourage farm people to be wiser consumers
Methods of extension educations

Extension Methods refer to the techniques used by an extension system as it functions. Extension Methods can be defined as the means used to create situations in which meaningful communication can take place between the extension worker and the learners. Stated in general terms, the functions of extension methods are: 1) to provide communication so that the learner may see, hear and do the things to be learnt. 2) To provide stimulation that causes the desired mental and or physical action on the part of the learner. 3) In brief, to take the learner through one or more steps of the teaching-learning process, viz, attention, interest, desire, conviction, action and satisfaction. 

Individual Extension Method

An extension worker interacting on one-to-one basis with the individual learners is utilizing individual method. Individual contact method gives opportunity for local people to get and to know the extension worker so that the personal bond between the extension worker and the community can be established. It also provides the opportunity for mutual discussion (dialogue) between the extension workers and the farmers. This method can be used when number of people contacted are few, located closer to the communicator and efficient time should be available. Individual contact method has both advantages and disadvantages. Personal contact favoured by farmers and extension workers, because of its several advantages: 

· Helps in building rapport 

· Provides first hand information

· Helps in selecting demonstration

· Helps in changing attitude

· Helps in teaching complex practices

· Facilitates dissimilation of technologies 

· Quick feedback of information

· Gives opportunity for the extension workers to know farmers very well( their feelings, capabilities and situations) 

· Desire and conviction can be created among farmers 

Limitations 

· It is time consuming and costly

· It has low coverage of audience

· Extension agent may develop favoritism  or bias towards some persons

Individual contact method can be: 

· Farmers call

· Personal letter

· Mini-kite trials 

· Farm and home visit

· Farm clinic ( AICT- Agricultural Information and Technology Center)

Group Extension method

Aggregates of small number of people in reciprocal interaction and communication around some common interests is called group. This method improves cost effectiveness to the extent that bit achieves more with the same resources or the same with fewer resources. The group dynamics and group pressure acting on individual members will facilitate better decision making and conviction. Farmers group can provide a structure for ensuring extension demand driven (responding to the needs, problems and potentials of farmers as articulated by them with their groups) rather than supply driven (delivering pre-packaged technologies). 

Group contact methods can be:

· Field days 

· Student tours 

· Group meetings

· Small group training

· Exhibition- systematic display of models, toys, specimens, charts, posters, etc 

The situation to use this method is when it is necessary to communicate with number of people simultaneously. Audience is not located far off-farm communication.  It is reasonably good time is available at the disposal of the communicator. The size of the group should be considered as small (15 to 25), medium size (25 to 50) and large groups (50 to 100) in number. For the purpose of teaching about 30 persons are enough. Group participation and group opinion are among important considerations. This method has also advantages and disadvantages:

Advantages 

· Can reach a selection part of the target group

· Has more opportunities for interaction and feedback

· Sharing of experience and knowledge among the clients 

· Face to face contact with a number of people at a time is possible

· It is possible to motivate people to accept change due to group pressure 

· This method is more effective than mass contact method in stimulating actions

· It is less expensive than individual contact method due to more coverage of people 

· This approach has efficiency in resource used, effectiveness in better projects for people in less time and equity i.e. right and security of poor people

Limitations

· There is wide diversity in the interests of group members

· Holding a meeting may be regarded as an objective in it self

· Vested interests, cast groups, etc may hinder free interaction and decision making

Mass Extension Method

Extension agents communicate with vast and large heterogeneous mass of people without taking into considerations their individual and group identity. Using media is common method of mass communication and its function is:

Setting agenda of important discussion: Media can have an important influence on what we think and talk about, even though they may not decide what we must think.

Transfer of knowledge:  We learn only part of what we know about the world through our observation and direct experiences, or from hearing about other people’s experiences and observations. We gain much of the information what we know about the world from the media. Knowledge is more likely to be transferred successfully if it meets a need or fills a vacuum.

Forming and changing opinions: Mass media play an important role in developing opinion when members of the public do not have strong views about particular issues. 

Changing behavior: Mass media can be used to change patterns of behaviors, especially where there changes are small and relatively unimportant or where they help us to fulfill an existing wish. 

Mass methods can be:

· Radio



Television 


Campaign

· Exhibition


Mass meetings


Farm publications

Mass method is used when widely displayed audience is to be communicated in short period of time. The size of the audience may be: Few hundred (for mass meeting), few thousands (for campaign and exhibition) and millions (for news paper, radio, TV etc)

Advantages

· Helps in changing opinions

· Less expensive due to more coverage of people

· Facilitates quick communication in terms of emergencies

· Suitable for creating general awareness among the people

· Large number of people can be communicated with in short period of time

Limitations

· Less intensive method 

· Difficulty in evaluating the results

· Use generalized recommendations 

· Has little scope for personal contact

· It has difficulty in getting of feedback, and 

· Has little control over the response of audience

Therefore, there is no single teaching method that serves for all types of activities. If an extension agent uses a single teaching method one-third of people will be changed, but using more methods that increase the number of people that will be changed. If the methodologies are more complicated to the farmers it may lead to confusion.
Factors responsible for selection of extension methods 

1. The audience: There are individual and collective differences; people vary greatly in their knowledge, attitudes, skills, and their position in the extension process. Their educational training, sex, age, income level, motives, social status, religious beliefs etc have impact. Some are progressively seeking change and others are slow to change. Some are "Eye minded" while others are "Ear minded". This individual and collective difference influences the selection of extension method. In the second place, size of audience is also a factor influencing the choice of extension methods. For instance, group discussion cannot be used effectively when the number of participants exceeds thirty; method demonstration can be used for a relatively small audience, while lecture meetings can be used for large audience. 

2. The Teaching Objective: what kind of change is expected at the end; do you want to bring about a change in thinking or knowledge, in attitude or feeling, in action or skill? If you want merely to inform or influence a large number of people slightly, you should use mass media. If you want to influence a relatively small number of people to make maximum improvements, resort to individual contact methods. If you want to' change attitudes, or arrive at a consensus of opinion, arrange group discussion or work through village leaders. If you want to teach a skill, use the method demonstration. 

3. The Subject Matter: Where the new practices simple or familiar (i.e. similar to those already being followed) the news article, radio or circular letter will be effective, whereas complex or unfamiliar practices will require face-to-face contacts, written materials and audio visual aids. 

4. The State of Development of Extension Organisation: In the initial states of extension, result demonstrations will be necessary to gain confidence of learners. But if extension work is already well established and the learners have confidence in extension services, result demonstrations may not be necessary and local illustrations of adoption by village leaders will be sufficient. 

5. Time factors: The Length of time the program has been under way in the area and its past impact among the audience. 

6. General Local Conditions: such as seasonal work, weather conditions, available meeting places, local organisations and leadership. 

7. Size of Extension Staff: This can be measured in terms of the size of extension clientele the larger the number of extension workers, the grater is scope for direct or personal contact method. 

8. Availability of certain Communication Media: This includes newspaper, telephone, radio; T.V., etc will also have direct bearing on the extent to which these methods can be used. 

9. The relative cost of the method: is also an important consideration in their selection and use. 

10. An extension worker's personality and familiarity with, and skill in the use of the several extension methods will also influence his choice and use of the methods. 

Learning activity


Discuss the method of extension education in cooperatives?

Continuous Assessment Methods

Quiz/Test, assignments, group Discussion.
Summary 

Extension is the basic method of transferring information in cooperatives and other development issues. The method of extension education in cooperative is carrying out through individual extension, group extension and mass extension method. For the selection of extension education method we have to consider the factors that should be considered.

Self-test exercise

1. Explain the factors for the selection of extension methods?

3.1.2.4 Role of gender in cooperatives

Gender in cooperatives: issues, the need

Pre test 

What is the meaning of gender and discuss its difference with sex?
Below are some specific gender issues of concern to cooperatives, and questions that cooperative leaders can ask themselves: 

1. Low level of participation in cooperative development and particularly that of women. Are efforts being made to increase the membership? 

2. Quality of women's participation in cooperatives. Are women involved in decision-making processes? 

3. Constraints to participation in cooperatives such as social, cultural, economic and political restrictions on women, their heavy workload, level of education or the selection criteria for members etc. If any of these constraints exist, what is being done to address the situation?

4. Access to and control over resources such as credit, education, training, production inputs and marketing outlets. Do men and women have equal access and control over resources?

5. Cooperative training and education programs. Do these programs address women's needs? Are efforts being made to involve women, e.g. are meetings conveniently timed and are child care facilities available? 

6. Financial and social benefits. Is it advantageous for women to form cooperatives? Do cooperatives support income-generating activities for women? 

7. The possible existence of gender bias. Do gender-blind policies, practices and services exist within the cooperative? 

8. Lack of strong cooperative support and commitment to gender issues. How are they addressed? Are gender sensitization programs carried out? 

Gender mainstreaming in cooperatives
Why is gender integration important/necessary?  

· Active, equitable participation of members, both men and women, is a necessity for sustainable cooperative development. Active participation in the cooperative context means that members are involved in all the functions of a cooperative including planning, decision-making, implementation, financial and management control.

· Cooperatives are based on the values of self-help, mutual responsibility, equality and equity. They practice honesty, openness and social responsibility in all their activities. In order to enhance the credibility of cooperatives as democratic people-based movements in the eyes of the public and cooperative members, cooperative values must be respected and adhered to. 

· Cooperative principles state that cooperatives are democratic organizations without gender discrimination. But can they be regarded as truly democratic if women members do not have equal access to decision-making levels? If women are under-represented or not represented at all in decision-making, they may find it difficult to accept the legitimacy of decisions taken which do not take their interests into consideration. 

· Experience has shown that women in leadership positions are more likely to address gender issues and safeguard the interests of women. As the cooperative movement worldwide incorporates so many women (yet few in management positions), it is important that more women are integrated into the system. 

Benefits of Gender Integration

Pre test

Could you mention some of the benefits of gender integration for cooperatives?

----------------------------------------------------------------------------------------------------------------
· Women represent fifty per cent of the world's human resources. By enhancing women's productive capabilities and developing their capacities, cooperatives will benefit from this hitherto under-utilized human resource. Many women have special skills, for instance, in marketing and trading. 

· Cooperatives will become a stronger economic and more influential political force if more women (the invisible workforce) are actively involved. 

· Men and women often tackle and solve problems differently. In today's fast changing socio-economic and political climate, the need for innovative thinking and creative ideas is becoming exceedingly important especially for the cooperative sector. By involving more women in decision-shaping and decision-making, one will enhance the prospects of cooperatives, diversify activities and fortify the cooperative movement.

· In the case of agricultural cooperatives, the involvement of more women in economic activities would result in a more integrated production of food crop and cash crops. This would enhance food security and have a positive effect on the environment as intensive monoculture causes soil erosion and degradation. 

· Involving more women in cooperatives will broaden the scope of cooperatives and improve their social standing. Women's and men's priority areas often differ. For example, women are often more concerned with social development issues which touch the everyday lives of women such as employment, health, the environment and children than men. 

Many examples have proven that initiatives taken by women in cooperatives have accelerated the progress and change of their socio-economic situation. 

Continuous Assessment Methods

Quiz/ test, assignment, group Discussion.
Summary

Men and women often tackle and solve problems differently. In today's fast changing socio-economic and political climate, the need for innovative thinking and creative ideas is becoming exceedingly important especially for the cooperative sector. By involving more women in decision-shaping and decision-making, one will enhance the prospects of cooperatives, diversify activities and fortify the cooperative movement. The issue of cooperative and gender mainstreaming is vital in cooperatives because cooperatives are a member controlled and owned organization as a result there should be gender equality. The involvement of gender in cooperatives has a positive impact for the cooperatives and for the gender.

Self-test exercise

1. Define the following terms: Extension, cooperatives extensions, gender and gender mainstreaming

2. Why we integrate gender in cooperatives?
3. What can be done to mainstream gender in cooperative and enhance their participation in decision making processes? 

3.1.3 Aligning cooperatives and other local organizations to value chain

3.1.3.1 Rationale of Cooperatives in Value Chain Development

Introduction

Cooperative is one of the models to enhance value chain management since they are involved in marketing, processing of agricultural products, production and also improve the bargaining power of the members. Cooperatives can minimize the number of intermediaries and other brokers due to their formal structure and provision of service in communal bases. Value chain management is integrated in different types of cooperative at primary and secondary level in order to minimize the cost they incur.

Pre test

What are the ways of integrating value chain management in cooperatives?

___________________________________________________________________________

Coordinating mechanism of value chain management in cooperatives 

Value chain can be described as the entire range of value adding activities required to bring a product from the initial input-supply stage, through various phases of production, to its final market destination. The range of activities employed in value chains can be broadly classified into two parts: primary and support activities.

Primary Activities- refers to activities that are directly concerned with creating and delivering a product e.g. component assembly.

Support Activities-which are not directly involved in production, but indirectly help increase effectiveness or efficiency (e.g. human resource management). 

Through their varied activities, cooperatives are in many countries significant social and economic actors in national economies, thus making not only personal development a reality but, contributing to the well being of the entire humanity at the national level by improving value chain systems. Cooperatives have added value to agricultural commodities through processing of coffee, cotton, sunflower, honey, maize, bananas and many others initiatives.

The interventions and facilitation to help cooperatives become competitive are well described using the value chain framework or approach.  The interventions mainly fall into two areas of the value chain structure (see diagram 1). 
A.  Vertical Linkages and Cooperation

Cooperatives buy, consolidate and market internationally cooperative supplied coffee.  In the supply chain model they would be the lead firms in the local value chain. 

Since the cooperatives are the owners of the unions, the process of building union capacities is an important vertical linkage of cooperatives and exporters, the unions, in the value chain.  Cooperative members may have processing facilities. 

The close collaboration between the unions and their member cooperative processing facilities is integral to improving products processing to meet exporter (union) quality and taste demands.  The linkage strengthens the value chain to achieve quality production, efficient operations, market synergy and keeping consistency.  It is also important to note that horizontal linkage by member cooperatives in the same union is to be strong.  Finally, the cooperatives work with the farmers, the local vertical linkage, is strengthen as well because they know what is needed for union premium sales and could communicate that to the farmers.    

[image: image1.emf]
Diagram: 1.Graphical illustration of value chains 

B.  Horizontal Linkages and Cooperation

The cooperatives structure of member ownership and self- help for the common business improvement of members greatly supports facilitation of horizontal linkages and cooperation. The focus on quality improvements at the processing and farmer level is strongly reinforced by the shared goals with other cooperatives/unions. 

Cooperation in transportation, warehouse sharing and other logistic requirements is strengthened. Market information is shared. Learning in areas such as processing requirements and resources use and conservation is common. 

The status of products processing technology used by cooperatives and unions and cooperative managers improve processing operations and technology.

Role of cooperatives in value chain management
Agricultural Marketing: Cooperatives have helped to smoothen income flow to members through bulk marketing and through negotiations due to economies of scale and better access to market information they can negotiate higher market prices. Access to better markets and shortening of market chain are realized using Ethiopian commodity exchange (ECX) and Ware House Receipt System (WHRS) inter alia. Agricultural marketing is the final activities that sold and distribute the product for the members and community. In the marketing activities of cooperative, the existence of value chain management has a positive effect through the reduction of unnecessary cost and expense by eliminating and reducing the middlemen.

Production and Productivity Enhancement: Cooperatives play an important role in delivery of agricultural in puts so that they are easily accessed by the producers. Such inputs are required by farmers to increase productivity and produce good quality, increase farm income and become more competitive .i.e. they form a link between farmers and input dealers. Since they are organized, they can readily afford hiring of agricultural extension services all aimed at production and productivity improvement. Cooperatives empower people especially women to fully realize their productive potential. The existence of value chain management in cooperative can increase agricultural productivity and promote food security through improved inputs delivery, increase productivity and produce good quality product, increase farm income and become more competitive in the local and national market. Cooperatives unions play an important role in the delivery of agricultural inputs so that, they are easily accessed by the farmers; hence unions form a link between farmers and input dealers. To maximize the production and productivity there should be a clear value chain management system in cooperatives. 

Infrastructure Development: Through pooling resources members are able to put up infrastructure for production, agro-processing and marketing, for instance, establishment of ginneries, processing plants e.g. coffee hullers, dairy products processing, storage facilities, market information ,agro processing and value addition. The existence of infrastructure in cooperatives support the producer in order to disseminate the product they produced to the final user and the producer can be sold their product with minimal intervention of dealers.

Investment Opportunities: by investing shares into a well performing  and genuine cooperative returns are generated on shares and depending on how  one has economically patronized the organization, patronage bonus is always paid.  Cooperatives play their roles in financial intermediation in such a ways of availability of financial services helps farmers in a number of ways. Financial cooperative societies (SACCOs) promote saving culture amongst their members as a recent research reveals. This is crucial because increased savings lead to increased capital accumulation leading to increased investment which leads to employment and increase in incomes ultimately breaking the vicious cycle of poverty. Farmers can be able to get in puts in time through the available credit services.  Secondly when farmers products are bulked in the stores while awaiting better markets, farmers can borrow from their own SACCOs to cater for their pressing needs as they wait for marketing of their products. As individual members pool up recourses they are enabled to invest in value adding machinery to improve their earnings by moving higher in value chain. A case in point is honey, wines fruit juices etc.

Human Resources Development: All round training is always provided to membership, staff and leaders of any genuine and well performing cooperative organization. Value chain management can promote capacity building and human investment through the member training and education program in various topics of members’ interest. Through cooperatives developmental education, members become aware of their individual worth and responsibility. They gain self respect, esteem, and self reliance and learn to trust their fellow co-operators. Cooperatives do tremendous job in this direction and together with the department of cooperatives development, training of both leaders and management staff has been done to ensure ethical and accountable leadership and good governance .Also members have been trained in various business enterprises of their own choice. SACCOs for instance promote habits of thrift and teach people the proper use of money. Members learn about business operations, administration and dealing with others.

Cost Effective Ways of Managing both Large and Small Farms: Farm management is the science of farm organization which makes use of a number of closely related disciplines. An ideal farm manager should be versatile and hence should have knowledge of economics, sociology, psychology, political science, mathematics, statistics, logic and agriculture.
Although an uninformed individual might question the relationship of these disciplines to farm management, we do know, however, that a farm manager who is groomed in these disciplines usually does better than one who is ignorant of these disciplines; Farm management may also be defined as the science which applies scientific laws and principles to the conduct of farm operations. Farm management as an applied science can be provided by agricultural cooperative societies.

Agricultural co-operatives encourage members to engage in joint cultivation of food and cash crops among others. In view of our level of underdevelopment, an individual farmer cannot achieve the desire for mass production for the needs of the country. It is, therefore, in their interest that resources are combined so as to gain a tremendous advantage individually or collectively and this will widen the industrial base of any economy and the management techniques of these farmers.

Promote Farm Labor Efficiency: Long before the advent of modern co-operative societies, many countries have their own traditional cultures. Prior to the introduction of the medium of exchange, most of societies lived a communal life, where they collectively assisted one another to build their houses or till their farmlands. For example in Ethiopia, both in rural and urban area most of societies used like Dabo or Guza and wenfel to help each other. 

Agricultural co-operatives encourage members to engage in joint cultivation of food and cash crops, joint irrigation, joint purchase of farm implements such as tractors, ploughs, harvesters which will all promote farm labor efficiency.

Efficiency of farm labor is attaining net positive result in agricultural productivity, which would be made possible through the use of modern farm implements. We should also remember that an individual farmer in developing country, for instance, is not in a position to single-handedly buy such implements (tractors, harvesters, etc). So his membership of an agricultural co-operative can afford the individual farmer the opportunity to use these tools at a reasonable and low cost.

Rural Development: The existence of rural co-operatives also has had an impact in the generality of rural development defined in terms of availability and access to amenities that improve the basic conditions of life for the rural people. These include employment creation, rural markets development, and enhancement of rural incomes and the improvement of access to social services. Farmers producing crops and marketed by rural co-operatives are gainfully employed because they can account for their labor input by the revenue they earn during the marketing seasons. 
Rural agricultural cooperatives are critical to the general rural development because they provide employment of accountants, bookkeepers, managers, as part of direct employment. But those members earning better revenue through enhanced co-operative prices have usually invested in income-earning projects such as piggery, chicken projects and other small enterprises. Such enterprises outside the mainstream agricultural marketing co-operative domain, increase income levels of entrepreneurial farmers, but also increase additional employment to the rural people and hold up the massive population that would have migrate to cities in search of decent jobs.

As far as market development is concerned, it has been evident that rural agricultural co-operatives have been responsible for introducing the exchange economy in remote rural areas. By doing so, co-operatives have been responsible for developing modern markets in rural areas, where the co-operatives provide a ready market for farmers’ crops but also absorb transaction costs, which would otherwise hinder small farmers from market and production integration. Successful Rural agricultural co-operatives, maintain higher levels of income, making small farmers able to construct decent houses, send their children to school and provide health insurance to sustain rural livelihoods. 

They also, have the advantage of accessing co-operative education and business development capacity building. Co-operative education enables them to participate in democratic debates and exercising democratic principles and leadership training. This gives them the ability to become enlightened citizens able to debate more effectively different political issues of concern to the community. But through co-operative education and practice, they also gain the skills of running business. That is why; rural development would greatly be enhanced, if people became members of rural co-operatives in general.
Promote social enterprises in rural areas

Community ownership, in the form of co -operatives and Industrial and Provident Society (I&PS), is present and actively promoted in many countries. Co-operatives are run for the mutual benefit of members who use the services provided by their society. Cooperatives are open to anyone who meets the criteria for membership, with no artificial limitation. They can pay interest on members’ share capital, and use their surplus to pay dividends to their members, based on the level of transaction with the society. On the other hand, a community benefit society is run primarily for the benefit of the community. The interests of members and shareholders are second to the interest of the community. 

Community benefit societies have the power to pay interest on members’ share capital, but they cannot distribute surpluses to members in the form of a dividend. Co-operatives can boost community cohesion in rural areas, by intending for community cohesion ‘what must happen in all communities to enable different groups of people to get on well together. People all want to fulfil their potential and feel that they belong and contribute to their local area’.

Community cohesion is a central concept within the ‘Big Society’ project, which represents the core of the political manifesto announced by many current governments. Higher level of community cohesion and social engagement within rural communities are often at the basis of communal initiatives undertaken by group of individuals at a local level. This is a significant factor in the functioning of co-operatives located in rural areas. 

A number of studies indicate that rural cooperatives may be oriented to pursue economic profits for their shareholders as well as social objectives for their communities. This particular aspect would differentiate rural cooperative from larger regional and national cooperatives, mainly devoted to achieve profits and produce revenues for their shareholders. In this context, a particular form of cooperative, namely the Industrial and Provident Society (I&PS), could be extremely useful in the creation of social enterprises characterized by communal ownership and involvement. Nevertheless, I&PS represents challenging task to achieve for both public sector bodies and communities. In particular, the current economic climate may not favoured strategies in support of peripheral and rural areas.
As a result, many rural areas risk losing important local services; this situation may produce inconveniences for small local communities and diminish their sense of belonging to the place. In the light of this, rural co -operative businesses may bring multiple benefits to rural communities for a number of reasons. Firstly, shareholders in rural cooperatives are usually local residents: this mean that locals tend to be promoters and buyers of their co-operatives’ products, with a higher retention of resources at a local level. Secondly, cooperatives can be a significant source of employment in these areas. Their presence may enhance the quality of the workforce through the provision of trainings and skill transfer schemes. This would improve the economic situation within the area and influence local supply chains in a positive manner. Thirdly, rural cooperatives bring people together: this may increase the level of community cohesion significantly, improving relationship and social networking among individuals and reinforcing their sense of belonging to the community. 

Fourthly, rural cooperatives may be able to provide a range of services in those areas ‘abandoned’ by the public sector for budget reasons and it would help the government in re-allocating resources more efficiently. For these reasons, social and business enterprises in the form of cooperatives may represent an attractive and useful instrument to be used for achieving the aims prospected in the Big Society.
Based on the above reasons, the government may consider a number of strategies targeting rural co operatives by including different types of support and incentives, such as rate relief schemes or the provision of financial aid focused on initial phases of their realization. Campaigns of information may also be useful for introducing community ownership to people and to illustrate benefits and advantages for local communities. By doing so, the government could get a real chance to pursue government political manifesto in rural areas in a pro-active manner by increasing the level of cooperative businesses and by strengthening the level of community cohesion. In the light of these considerations, community ownership and community cohesion are important aspects for local communities to explore, value and incentive, and may represent the pillars of the Big Society in rural areas.

3.1.3.2 The role of local organizations in value chain management

Local organizations are those organizations which have no formal organizational structure. The existence of this organizational structure may make the organization more sound and efficient with the provision of service for their members as well as for the community in general. Local organization has its own specific role in value chain management but its contribution is insignificant since they lack organizational structure, line of authority, chain of command, who is reporting to whom and other legal formalities.

Local forms of organizations in Ethiopia are traced back to a long period of time and they are also the bed rock for the establishment cooperatives. Those local organizations mainly characterized by informal nature. Within this structure they play a pivotal role for socio-economic improvement. The local organization is named as iqub, idir, jigie and wonfel. Each of the local organizations is characterized by its open and voluntary nature, has not a clear formal organization structure, economic participation of members, concerning for their members as a social and economic actors. The financial sector of local organizations is named as iqub", which was an association of people having the common objectives of mobilizing resources, especially finance, and distributing it to members on rotating basis. It plays a insignificant role through provision of credit for the members without interest as a result they enhance their economic power and contribute to be self reliant in finance. The other local organizations are idir, jigie and wonfel they involved in both social and economic activities since they collectively carry out task. There were also initiatives for labour resource mobilization that were to overcome seasonal labour peaks, known as "Jigie”, “Wonfel”, among others. There also was the idir, which was an association for provision of social and economic insurance for the members in the events of death, accident, damages to property, among others. These local organizations operate in Ethiopia and they need revitalization to be acts according to the development policies of Ethiopia.

Through local organizations farmers, collectively working together on common objectives and can create a strong commitment to establish improved business relations and in turn improve value chain management. The transaction risks and related costs are expected to have been reduced due to shortening of the value chain, information on alternative markets and increased control of the local organizations over services like inputs, extension and transport. For the individual members this has been an incentive to invest in productivity and quality improvement, in particular when the accompanied services are provided in a way that reduces these risks further for the individual farmer. The result is increased revenues, margins and income for the members.

Learning activity

Students should visit local organization in the community and prepare report:

1. The role of local organization in value chain management and vice versa

2. How to revitalize this local organization in to cooperatives to enhance its contribution towards value chain management.

Continuous Assessment Methods

The continuous assessment methods that are used to evaluate the learners in this learning unit are:quiz, test, assignment, group Discussion.

Summary 

Cooperative has a special role in value chain management. The range of activities employed in value chains is classified as primary and support activities. Value chain management in cooperatives and other local organizations can create access to better markets and shortening of market chain, Production and Productivity Enhancement, Infrastructure Development, Cost Effective Ways of Managing Large and Small Farms, rural development and social enterprise development.
Self test exercise  

1. What is the positive impact of value chain management for cooperatives?
2. Identify and discuss the type of cooperative that require value chain management?

3.1.4 Managing Cooperatives for Value Chain

3.1.4.1 Concepts of management

Introduction 

For the success of cooperative there should be effective and efficient management system at each level. This part of learning unit provide a knowhow on the general management and cooperatives management towards cooperative development and success, it also emphasizes on peculiar features of management in line with cooperatives types of business, and promoting and injecting  the function of management and its difference with that of cooperative management. Finally, it incorporates the management structure of cooperatives in general.

Pre test

Define the term management?

----------------------------------------------------------------------------------------------------------------
Management: an overview 

· Management is the process of planning, organizing, leading, and controlling the work of organizational members and of using all available organizational resources to reach the stated organizational goals.
· Management is the process of coordinating work activities so that they are completed efficiently and effectively with and through other people.
· Management is a problem solving process of effectively achieving organizational objectives through efficient use of scarce resources in a changing environment.
· Management is the act of getting things done through others.
Salient (important) features of the definition:

Process: - process represents the ongoing functions or primary activities engaged in by managers. These ongoing functions are planning, organizing, leading and controlling. They can alternatively be called as managerial functions.
Coordinating work activities: - Coordinating the works of organizational members is an important duty of managers that distinguishes their position (managerial position) from the non managerial ones. That means, unlike other workers, managers are responsible for coordinating the works of non managerial employees.

Efficiency: - Efficiency is getting the most output from the least amounts of input. It is sometimes referred to as doing things right.

Effectiveness: - Effectiveness is concerned with completing activities so that organizational goals are attained. It can simply be stated as doing the right thing.
Learning activity
What is the difference between efficiency and effectiveness in the concept of management?

----------------------------------------------------------------------------------------------------------------
The difference between efficiency and effectiveness is that efficiency is concerned with the means of getting things done emphasizing on the ability to minimize the use of resources (input-output relationship). Effectiveness, on the other hand, is concerned with the ends or attainment of organizational goals.

Organizational resources: - are the resources that managers use in order to get their objectives accomplished. These resources can be material, financial and human resources including any other resources like method, market, machine and etc. Since these resources are scarce in nature, managers are expected to optimally (efficiently) use them in order to accomplish their objectives. 

Objectives: - Objectives are the final ends or attainments that an organization wants to achieve. Without objective no organization would have a reason to exist.
 Characteristics of management
· Management is purposeful. There is always an objective

· Management is a distinctive activity that can be studied. It is an activity just like walking, eating and the likes.

· Management is intangible. The existence of management can be evidenced by the results of its efforts.

· Management makes things happen. 

· Management is aided, not replaced by computers. Management is an activity that deals with the changing human behaviour and the dynamic environment. In order to constantly respond to these changing matters, management shall be flexible and design the appropriate ways of interacting with these ever changing factors.

3.1.4.2 Overview of cooperative management functions

 Definition and meaning of cooperative management

Dear student from your knowledge management what do you think is cooperatives management?

---------------------------------------------------------------------------------------------------------------
The application of the principles and process of management over the cooperative organizations implies the importance of cooperative management. At the same time, cooperatives follow their own principles laid down by the International Cooperative Alliance from time to time. Hence the concept cooperative management signifies the application of management principles over the cooperatives which are guided by the principles of cooperation. Let us see several definitions of cooperative management:-

Watzlawick: ‘cooperative management should be understood as a complex decision making process within the three levels of management pyramid which aims of achieving a proper balance of success or cooperative enterprise as a business unit as well a social institution’. 

According to E.V.Mendoza ‘cooperative management may be defined as the efficient and effective utilization of resources of cooperatives as business organizations for the purpose of serving the needs of its members within the context of the accepted cooperative principles.’

Peter Davis, the British co-operator, who was associated with ICA’s third principles commission, came out with a concrete definition on cooperative management. He says ‘cooperative management is conducted by men and women responsible for stewardship of the cooperative community, value and assets. They provide leadership and policy development options for the cooperative associations based on professional training and cooperative vocation and service. Cooperative management is the part the cooperative community   professionally engaged to support the whole membership in the achievement of the cooperative purpose’.

Devis went to the extent of amending the 7th principle of cooperation (concern for community) under the heading ‘cooperative management’. He went on to say that, “the establishment of a principle of cooperative management enables the cooperative enterprise to be managed professionally and cooperatively in such a way that democracy and involvement will remain key aspects of cooperative practice.  The clear definition of cooperative purpose gives the cooperative society, of whatever type, the strategic direction within which cooperative management must work and against which their performance can then be appraised”.

From the above definitions we can derive the following meaning of cooperative management: - 

· Cooperative management is a complex decision making process.

· It balances cooperatives as business units as well as social institutions.

· Cooperative management efficiently and effectively utilize the resources of cooperative to serve the needs of its members.

· Cooperative management is part of the cooperative community engaged to achieve the cooperative purpose.

· The supreme objective of cooperative management is to serve its members.

· Democracy and involvement are key aspects of cooperative practice.

· Cooperative management is guided by cooperative purpose against which their performance can be appraised.   

Special Features of Cooperative Management

Pre test

Compare the special features of management and cooperatives management?

----------------------------------------------------------------------------------------------------------------
Cooperative management, though applies all modern management techniques, has its own special features.  They are as follows: - 

1. Cooperatives are associations of human beings: Cooperatives are formed by members to solve their economic problems.  In that process they have to mobilize capital.  It is subordinated to human interests.  Capital is not allowed to dominate in cooperatives over human beings.

2. Democracy in cooperatives: Cooperative management strictly follows the principles of democracy.  All are equal here and ‘one man one vote’ principle is followed.  No single individual is allowed to dominate, by virtue of large number of shares held by him.   
3. Service motive: Service is the motive and not profit in cooperatives.  In doing such service, efficiency is emphasized in cooperative management.  P.R. Dubhashi, has viewed that “the principle of efficiency is vital in cooperative management.  But in so far as the market mechanism of private enterprise, turns the principle of maximum efficiency into maximum profit, it becomes in compatible with the cooperative management and needs modification”.
4. Equality: Equality is practiced in cooperative management.  All members are given equal opportunity to enjoy the benefits of cooperative and they can exercise equal control without any narrow rise to the level of the president of a National Federation through his leadership.  
5. Application of principles of cooperation: Cooperatives have to first follow the principles of cooperation laid down by ICA, and then they have to go for applying the management process.  It has to keep a balance between these two.  Weeraman States that “the proper application of cooperative principle is necessary for the success of the movement, for cooperative principles are those which are essential, which is absolutely indispensable to the achievement of cooperatives movements role”.  
6. Different aims system: Cooperatives have to satisfy the aims of different people composed under its management.  They are members, office bearers, personnel and government, so it has to harmonize the interest of these complex aims system and to maintain a balance.
7. The Control Process: In cooperatives, the members are users and owners.  Varied interests of members must be bet with at most efficiency.  In that process cooperatives should not loose their control over factors of production.  Prof. Laidlaw, stresses that, “it is a business organization in which the components of ownership – use – control are integrated by being all vested in one body of people, the members”.
8. Cooperative management is governed by cooperative legislation: The cooperative societies Act of respective states directly and indirectly control the management of cooperatives.  The Registrar of cooperative societies is assigned with enormous powers to interfere in the management of cooperative institutions.
9. Integrating government policies: In countries like India cooperative movement had its origin with initiative of government.  In the Planning process, specific roles have been assigned to the cooperatives.  Here the cooperatives have to sacrifice some of their autonomy and freedom.
10. State (government) interference is quite common in the management of cooperatives in countries like India.  Boards are very often dissolved to suit the political convenience of ruling parties.     
11. Cooperatives strive to introduce professional management in their administration: In that process they have to face so many hurdles and interferences. Without minding that large sized cooperatives and processing cooperatives go ahead with professional management.

12. Tools and techniques of management applied by cooperatives vary from society-to society- primary cooperative societies, with smaller area of operation and smaller area of transactions offered to use only elementary tools whereas bigger cooperatives use latest and sophisticated techniques of management.

13. It is an art as well as a science. It is an art as it effects changes or accomplishes goals by deliberate efforts. It is a science as cooperative management strives to acquire body of knowledge through observation, speculation and forecasts, which are capable of verification.          

14. Practice of cooperative management is based on knowledge and responsibility: Entire games of management technique are applied under various situations to get things done, at lesser cost and at the cost of giving enough training and experience to the people concerned.

15. Cooperative management involves group effect at all levels: It combines the efforts of all individuals and bodies (Board, general body, etc.) at every stage of activity.  At the culmination, the Board and executive sit together to discharge responsibilities.

16. Economic liberalization: Last decade saw the liberalization of the economy world over.  The implication was that, private sector has been given a free hand.  Till recently, cooperatives have been enjoying lot of privileges from government and they have to loose such privileges in during course.  Cooperatives have to adjust themselves to the changing economic climate.   

17. Competition: Cooperatives are given thorough competition by private and public sector organizations.  They have to improve their operational efficiency by means of using modern management techniques.  Otherwise they cannot survive in the competition.   

Distinctions between Cooperative Management and General Management

1. Basic objectives: – Basic objectives of general management is to use the factors of production or resources fully and to maximize profit for the organization.  But cooperative management aims at maximizing service to members. 

2. Basic guide: – Cooperative management is guided by the seven principles of cooperation formulated by the International Cooperative Alliance (ICA).  But general management has no such guidelines to follow.

3. Capital Base: – General management expects strong capital base to function.  Such cooperative management expects the needed capital to be mobilized from the members alone and not from the public.

4. Treatment of Labor: – General management expects the fuller utilization of the capacities of workers.  Human consideration is secondary.  But in cooperative management labor is treated well and it is given due share and recognition in the organization. 

5. Democratic Control: – Real democratic control is practiced in cooperative management.  The supremacy of the general body is recognized well.  All members have equal rights and directors can be elected using ‘one man one vote’ principle.  No single individual can accumulate power.  But in general management, democracy is not practiced.  The policy of ‘one share one vote’ principle is followed, which allows accumulation of power in the hands of few and affluent. Elections are held on the basis of ‘one share one vote’.

6. Interference: – As cooperatives in many countries have been promoted be governments, political interference prevails in cooperative management.  But there is no such government interference in the general managing.

7. The Concern for the community: – Cooperative management is very much concerned about the society it is surrounded.  So the services of cooperatives are extended to non-members also.  In the case of general management, only the company, its profit and survival are considered. 

8. A Training ground: – Cooperative democracy is a training ground for all the members.  Everyone gets opportunity to learn things and become leaders.  But in general democracy others welfare is not considered.

9. Achieving National Goals: – The working of cooperative management is focused forwards achieving the national goals of poverty alleviation, economic growth, social welfare, etc.  But general management is not directly concerned with the national goals.

10. Universality: – Cooperative management is very much concerned with ‘cooperation among cooperatives’ at national and international level.  But general management never goes beyond its territory and profit. 

Factors for the success of cooperative management 

Pre test

What should be done for the development of cooperatives?

----------------------------------------------------------------------------------------------------------------
Cooperative must be careful and at the same time have to face many hurdles in applying the principles of management to get things done.  The philosophic nature of cooperatives and the value system insisted upon it clearly distinguishes cooperative goals and means.  Peter Davis insists that “only when upon which appropriate values and principles have been constructed, can it begin to differentiate a cooperative management culture.  For this reason we need a statement of cooperative values that emphasizes the purpose as well as process of cooperation”.

The statement of cooperative values should read: “Cooperatives are based on values of community, people before capital, self help, mutual responsibility, democracy, equality, equity, service and stewardship”.       

Hence the success of cooperative management depends upon the:

· Successful participation of the members in the cooperative democracy.

· Vigilance of the members over the Board of directors.

· Cordial relationship between the members and the Board and between the board and the paid management.

· Cooperatives should follow appropriate values.

Watzlawick puts forth the following factors for effective cooperative management: - 

· The proper functioning of the three level management structure of the cooperative and active participation of all members of this team in the decision making process.

· The proper division of responsibilities between the members of the cooperative management team.

· The availability of required qualifications among all members of the management team.

· The acceptance by the employed staff of a cooperative ‘service orientation’ as regards their relations with the board and general memberships.

· The criterion of a proper balance between efforts aiming at commercial success and those aiming at maintaining the institutional goals of the cooperative association.   

Cooperative performance evaluation

People form cooperatives to do something better than they could do individually or through a non cooperative form of business. Acting together, say, in bringing agricultural produce (e.g. coffee) collectively, members can develop bargaining power, enjoy the benefits of a larger business and can access information, which has important impact in the process of marketing. Sometimes people believe that forming cooperative automatically will solve business problems faced by individual farm households. 

Based on the principles of cooperatives, coffee farmers’ marketing cooperatives are expected to genuinely perform their marketing activities and provide adequate services to their members.

According to Anderson and Vincze (2000), customer expectations about the types and quality of services that should be offered and their criteria for performance of these services have a major impact on the level of satisfaction or dissatisfaction felt with the total purchase and sale experience. This can be represented as: 

Customer Satisfaction = Service expectations – perceived service performance.

So, cooperatives performance should be continuously checked against the level of members’ satisfaction. From time to time, it is essential to check whether they are on the right truck or not. It will then contribute to the understanding of factors hindering improvement and modernization of the coffee farmers’ marketing cooperatives. This would enable the cooperatives to check whether they are on the right track and measures to be taken to correct any undesirable courses of development. To create good performing primary cooperatives, it is essential to assess the performance of the already existing ones and draw practical lessons on the critical operational problems and constraints. To accomplish such an important task, empirical investigations have paramount importance in areas of cooperatives performance and level of member's satisfaction.

Performance evaluation must combine various types of analysis that would provide the basis to analyze the functioning of the system, explain efficiencies, and assess the potential for and means of improving economic efficiency or other objectives. For achieving economic efficiency, a cooperative must plan, organize, motivate and control its operation (Knapp, 2000).

Management Structure of Cooperatives 
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Board of Directors – Their Functions

They are a group of persons, democratically elected, representing the general membership.  They derive powers from members and are accountable to them. They are responsible for safeguarding the interests of members, maintaining the assets and exercising overall authority in the organization. The Board of Directors in Cooperatives is representatives of member-users rather than big financial investors. Therefore, they are seldom trained in business matters. The Board is empowered to delegate the managerial responsibility to competent, professionally qualified managers. Though they delegate the powers, the ultimate responsibility rests with them.  They constitute a bridge between members and the mangers.  “It is often characterized as exercising broad supervision rather than executing details; setting objectives rather than planning how they should be achieved; establishing policy rather than administering; appraising rather than controlling.” 
1.  Setting up Organizational Goals: 

The Board is responsible for setting up organizational goals meant for achieving specific objectives, and interpreting the objectives.  It is also responsible for making required change in the long term objectives. 

2. Establishing Policies and Programmes:

The Board in its meeting should consider important policies and long-term programmes involving vital matters and approve them.  It should also provide a frame-work within which these policies and progrmmes could be carried out by managers and decide on the main lines of activities. 

3.  Delegation of Authority and Responsibility: 

The Board should be careful in choosing managers with required knowledge and expertise since the Board members are lacking in knowledge about business and corporate affairs.  The Board should realize the necessity of delegating responsibilities as well as authority to the managers.  One cannot be held responsible without being armed with adequate powers to make one’s own decision. 

4.  Systematic Appraisal of Operations: 

Systematic appraisal of the operations of the organization is another responsibility of the Board.  It should call for periodical reports and statements, which would reveal them the results of the operations and the extent to which the organizational goals have been achieved.  With such appraisals the Board will be able to exercise overall control over the management. 
5.  Maintain Public/Member Relation:

It is the responsibility of Board of build a bridge between general membership and paid staff.  The Board always represents members’ interest as well as the organization to the public, by means of good public relation.   

Chief Executive – His Functions

The Chief Executive is a key figure in the management structure of cooperatives.  He is employed by the Board and is accountable to it.  He is variously called as: Secretary, G.M, M.D., in different institutions.  He therefore should consider Board as his employer and recognize this fact in making all dealings with it.  The manager guides the affairs of the organization in its day-to-day works.  He coordinates the diverse influences exerted by members, employees, customers, public and Government.  He is utmost important for cooperatives.  The success of the cooperative institution very much depends on the initiative; drive and effectiveness of the manager.  Following are the functions of Chief Executive.
1.  Executing Policies: 

Manager is responsible for executing policies and accomplishing goals and objectives set up by the Board.  He is responsible for planning, organizing, direction, coordination and control.  In general he has to take all steps necessary for carrying out the programmes of the organization. 

2.  Employing Personnel and Delegating Powers:

Selection of suitable personnel for different cadres is the responsibility of the manger.  He defines their functions and responsibilities and delegates powers that are necessary for the execution of the responsibilities assigned to his subordinates.

3.  Furnishing Information to the Board:

The manager should report periodically and should furnish information needed by the Board for controlling and appraising the operations of the organization and reviewing of progress.  He is expected to give only broad factors about over-all results, and not all sundry and insignificant details.

4.  Assisting the Board:

The Manager helps the Board in setting up realistic goals for the organization.  He also provides information and assistance in formulation of policies and programmes.  He is in a position to guide and advice the Board since he has first-hand knowledge about the affairs of the organization. 

Relationship between Board and the Executives
From the foregoing, analysis certain conclusions can be drawn and on the basis of which guideline can be given to the Board of Directors and Executives.  These guidelines or the codes of conduct, if adhered to, will go a long way in establishing healthy management traditions and meaningful relationship between Board and the Executives.  Following are the measures suggested. 

1. There should be a perfect understanding between board and executives.  They should also understand their respective roles and refrain from interfering in the spheres of activities, which fall outside one’s scope of authority.  That means the board should confine itself to broad policymaking function leaving the implementation to the managers, who should be given sufficient freedom to complete the task. 

2. The Board members should realize that they acquire power only when they are assembled in a formal meeting.  Individual member can have no power unless such powers are delegated to him.  Sound Board Executive relationship will be destroyed if the board members individually dictate terms to manager or other personnel. 

3. Board meeting conducted at periodic intervals, is also a factor, which promoted healthy relationship between Board and Executives.  The presence of Chief Executive is essential in all such meetings and discussions relating to business. 

4. The board members should realize their responsibility and they should not use the cooperative society for their personal progress or for any political gains. 

5. For smooth functioning of the cooperatives, the Board members should work as a team and they should not allow developing groupism among themselves. 

6. The manager and other personnel should keep themselves away from the group rivalries among Board and they should not take part in elections.

Overview of cooperative Management Functions 

Dear learner! The process of management consists of certain basic management functions. Even though different scholars in the field of management have their own classification of functions of management, the most commonly cited functions are Planning, Organizing, Staffing, Directing, and Controlling. While the various functions of management are performed at the same time, there is a logical flow of activities. Consequently, the planning function precedes all other managerial functions. This section, briefly, describes these basic functions and the details of each function will be discussed in the subsequent units.  Here are the brief descriptions of the fundamental functions of management:

i. Planning 

Pre test 

What do you think planning is all about? 
----------------------------------------------------------------------------------------------------------------

Planning is the first tool of the five functions in the management process. Planning is the logical thinking through goals and making decisions as to what needs to be accomplished in order to reach the organizations’ objectives. Mangers use this process to plan for the future, like a blue print to foresee problems, decide on the actions to evade difficult issues and to beat the competition. It can also be simply stated as a process of establishing goals and selecting future course of action for their accomplishment.

It deals with providing the answers for the following basic questions.

· What is to be done?

· How it is to be done?

· By whom it is to be done?

· When it is to be done?

ii.
Organizing 

Organizing means that managers coordinate the human and material resources of the organization. The effectiveness of an organization depends on ability to marshal its resources to attain its goals. To ensure that objectives set by planning can be achieved, the organizing function takes the tasks identified during planning and assigns them to individuals and groups within the organization.  

It is a process of creating and designing an organizational structure which describes the relationship between different departments and units within the organization. Furthermore, the structure shows who has no authority over whom and who reports to whom. Organizing divides the total work and co-ordinates all the activities by authority relationship. It defines the position of each person in the organization and determines the paths through which communication should flow. The manger would determine who should report to whom and how.  

iii.
Staffing 

It includes all activities attachable with manpower planning and development. Staffing function comprises the activities of recruiting, selecting, placement, training, developing, and promotion. In other words, staffing refers to placement of right persons in the right jobs. Staffing includes selection of right persons, training to those needy persons, promotion of best persons, retirement of old persons, performance appraisal of all the personnel, and adequate remuneration of personnel. The success of any enterprise depends upon the successful performance of staffing function.

iv.
Directing

The actual performance of work starts with the function of direction. Planning, organizing and staffing functions are concerned with the preliminary work for the achievement of organizational objectives. But directing deals with influencing the subordinates and getting others to perform the tasks assigned to them. Direction includes guidance, supervision, motivation, communication, and leadership for an action. The three most important elements of directing are leadership, communication and motivation. According to Joseph Massie, "Directing concerns the total manner in which a manager influences the action of his subordinates. It is the final action of a manager in getting others to act after all preparations have been completed".
v.
Controlling 

Controlling makes sure the organization stays on the path that was planned for it. Gemmy Allen stated that “Controlling is the final link in the functional chain of management activities and brings the functions of management cycle full circle.” Controlling consists of four steps, which include establishing performance standards, measuring the actual performance, comparing actual performance against standards, and taking corrective action when necessary.

Continuous Assessment Methods

The continuous assessment methods that are used to evaluate the learners in this learning unit are: quiz, test, assignment, group discussion. 
Summary 

The function of management is planning (“What”: - This is simply the thing or a state of being that one wants to achieve. It is the objectives or goals), Organizing: - is the process of determining  what tasks are to be done, who is assigned to do them, Leading ;Leading is the management function that involves motivating subordinates, influencing individuals or teams as they work, selecting the most effective communication channel, or dealing in any way with employee behaviour issues and finally Controlling:- Controlling involves monitoring actual performance of employee, comparing actual to standards and taking corrective action, if necessary.

Management is the process of coordinating work activities so that they are completed efficiently and effectively with and through other people. cooperative management should be understood as a complex decision making process within the three levels of management pyramid which aims of achieving a proper balance of success or cooperative enterprise as a business unit as well a social institution’. The special features of cooperatives management is its nature of service, democratic nature, participation of members, general assembly and other.

The success of cooperative management depends upon the, Successful participation of the members in the cooperative democracy, Vigilance of the members over the Board of directors; Cordial relationship between the members and the Board and between the board and the paid management, Cooperatives should follow appropriate values.

Self Test Exercise

Answer the following questions in short

1. Dear student please define the term efficiency and effectiveness and reveal it difference?

2. Why management is defined as a process?
3. Dear student please define the term efficiency and effectiveness and reveals its difference?

4. Draw the management structure of cooperatives and the responsibility of its wing?

5. What is BOD and general assembly in the context of cooperatives management?

6. List and define the functions of management.

7. What are the parameters for the success of cooperatives management?

8. Which function do you think is the primary function of management? Why? 

Proof of ability

The student will be evaluated through final examination which covers the entire learning unit, simulation and field visit report.

	The student has:
	Criteria

	Discussed basics of cooperatives and local organizations
	Explained basics of cooperatives and local organizations  (written Exam)

	Acquired knowledge and skill of organizing cooperatives and other local organizations
	followed procedures and principles in organizing cooperatives and other local organization( Field visit, report writing and  presentations)

	Developed skill and knowledge to align cooperatives and other local organizations to value chain development
	articulated techniques needed to align cooperatives to the value chain system (Written exam and field visit report)

	Gained managerial skill for cooperatives and other local organizations
	 demonstrated cooperative managerial techniques and skills (demonstration through cases)

	Analyzed procedures  cooperatives followed during their establishment
	To aware the formal procedure to establish cooperatives (case based written exam)

	 Assessed the contributions of cooperatives and other local organizations to value chain management 
	Describe contributions of both organizations towards value chain management (Written exam)
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