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Unit 1: SOCIO-ECONOMIC CIRCUMSTANCES IN
BRITAIN BETWEEN 1750-1850
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1.0 Introduction

Last semester one of the courses you did was tatton to co-
operation"” While going through the course, you wergoduced to
formal co-operation which has some features withlf-hesdp
organizations common to many communities in NigeFiae principles
of formal co-operatives were first made in Greaitdsn in 1844 by a
group of people that formed the first successfuoperative society
known as the Rochadale Equitable Pioneers. We sbatie to these
principles and society later as you go through ¢bigrse.

What | want to draw your attention to is, that tharere circumstances
and situations that were prevailing in Britain timadtivated people to
think and come with alternative way of producingpde and services,
that is, through the co-operative. In other wotdsas the industrial and
agrarian revolutions that occurred in Britain thpmovided the fertile

ground for the birth of formal cooperatives.

2.0  Objectives
By the end of this unit, you should be able to:
1. Explain the circumstances under which the factooykers were

operating in Britain.
2. Compare the domestic and factory workers systems of



cooperation.
3. Explain the condition of the agrarian workers.

3.0 Main Content
3.1  The Subsistence Economy

Before the industrial revolution in Britain, theepailing economic
system was the domestic or subsistence systenodtigtion. Under the
system, everything needed was produced at homesydtem was such
that even a craftsman who specialized in makingrdicle could only

produce on a very limited scale according to thenaled of his

customers.

The subsistence system gradually developed to #reantile system.
The merchants, however, were paying the craftsmoethkir labour as
well as producing the raw materials. The merchauaisl the goods
either in the cities or foreign lands.

3.2 The Industrial Revolution

The industrial revolution occurred in 1750-1850.efldh was a sudden
change in the system of production. The change ssdéated by
machines, driven by power. That is, from work atnecas in the case of
craftsmen to work done in the factory. The formerchants who were
initially depending on the craftsmen now turnedhitustrialist/capitalist
and resulting to means of production. While in shbsistence economy,
the market was limited, now the market was worldwidnd the
industrial economy sought to produce goods cheaphrough
mechanical invention.

3.3 The Inventions of 1750 and 1850

The inventions had to do with spinning, weaving gomver supply.
James Hardgrave in 1767 invented the machine c8jgdney Jenny,
Rochard Arkwright in 1769 invented the water frameich could not
only be installed on the riverside marking the bagig of the factory
system.

To attract weavers to the factory, the industrialsffered weavers high

wages, while looking for a way to displace themhwmachines. The
weavers came from the countryside, abandonedibeies and farms.

By 1782, James Watt invented the Steam Engine wi@ntered older



machines obsolete. The invention completed the arezhtion of the
textile industry and the stage was set for thetahgls to exploit the
workers. Almost immediately the wages of the haym weavers
started dwindling.

3.4  The Factory System

With the introduction of the factory system, langgmbers of workers
started working under one roof. The factory buidginwere not
adequate. The ventilation was poor with workershating enough air
to breathe in. The floor was not properly lit, tillrmination and
visibility greatly reduced. Dirt and general crusss were everywhere.
Fatal accidents were common as dangerous machieresnet covered.
The operatives worked under the strict directivethe employer. The
employer himself owned the premises, the machithesyraw materials
and the finished products. The worker contributedy diis skills and
labour, and he got his wage for these, the produgirocess was broken
down into stages and each stage was undertakergtmup of workers.
Craftmanship disappeared, the finished product meatonger the hand
work of an individual worker but of several groupk workers. The
worker lost his freedom as the pace and manneriofwork were
dictated by the factory owner. His accommodatios weahe shanties.

3.5 The Effect of the Factory System

Under the factory system, the merchants and matw&as were

smiling with their fortunes. Landlords who provideghanty

accommodation were making money to the discomfod the risk of

ill-health to the workers. Production increasedgiBeers and some
other professionals formed a comfortable and prog@emiddle class.
But the workers suffered, father, mother and ckiddworked in the
factory for long hours and family life was complgtéisrupted. Child

labour was rampant, the children were made to worklong hours,

between 12 to 16 hours a day. As if these wereenough, child labour
was marked with brutality, underfeeding and chifdkgere not better
than slaves.

Exercise 1.1

1. List the differences between the subsistence ecgnamd the
industrialized/market economy.

2. Describe the features of the factory system of pctdn in

Britain between 1750 and 1850.
3. Show the effects of the invention of machine oritsnaanship.

3.6  The Agrarian Revolution



Another revolution occurred in Britain almost atisthtime. With
inventions in machines brought in, an improved nedbgy in
agricultural practices, the petty farmers couldlormger work on their
farms. There were other bigger farmers who werédycimg more and at
cheaper rates. Since the big farmers sold in lapgantities and at
cheaper prices the peasant farmers could not capehe situation. The
big landlords later consolidated and drove theypkettmers from their
farmlands. They were forced to migrate to the towand cities where
they thought there was hope.

But as people started drifting in large numbershi® towns and cities,
there was a high increase in unemployment and #yes/being paid to
the workers fell drastically. The wages were so fowadults that the
parents were motivated to send their children tokwio the factory in
spite of the harsh and unfavourable treatment ttieede children were
receiving. Boys earned a penny a day, and womershitings and six
pence a week. All these led to gambling, drunkesiressa temporary
escape from reality as well as occasional strikekrmachine wrecking
riots. These conditions were more noticeable inchahire, the centre of
the weaving industry.

3.7 Survival of the Fittest

The extremely low wages resulted in the survivahef fittest attitude of
the government. Labour unions were banned by thergment. The
government officials connived with the industriglithe shop owners
and the landlords for the purpose of exploiting ploer workers. There
was no public regulation of economic life in thelidle that the

maximum benefit would come to the nation from theereise of

unrestricted freedom and the completion by indigldun the pursuit of
their private interests. In the cut-throat compatit that resulted,
survival depended on reducing prices. Keeping wagek cost down,
maximizing profits and reinvesting the profit asodge of all kinds were
produced, England soon became a centre of attnactiall Europe and
a nation of shop keepers, who were resenting thedgdhat were
already adulterated. The shop keeper further mamteeynby raising the
prices of goods, and cheating the workers throbghnmanipulation of
weights and measures.

Exercise 1.2

You have just studied the social and economic ¢mmd prevailing in
Britain between 1750-1850. Reread this sectionmadaiok around your
immediate community and determine both the socral aconomic
conditions existing now. How can the formation bk trelevant co-



operative society assists in improving the condi&i®d Remember that
there are different types of cooperatives complyingh different
functions. You may go back again and reread trevagit units in course
CM 101.

4.0 Conclusions

Unit one of this course which we are presently ussing seeks to
provide motives behind the birth of modern cooperatWe examined
the subsistence economy in Britain before the itrdigevolution; the
subsistence economy was a closed one. It was #hefaraftsmanship.
Gradually the closed economy gave way to markeh@my with mass
production. This was facilitated by the introduatiof engines driven
with power. Division of labour replaced craftsmapstWorkers started
migrating from the rural areas to the urban cenimesearch of jobs. It
was not only the craftsman that migrated; the paasamers also did.
There was agrarian revolution. The peasant farcautd not afford the
new machines for production. The wealthy landlardsnived with one
another and with the assistance of governmential§icdrove them
away from their lands. The effects of all theseenvétrat children were
made to work for long hours, so also women wagesewew,
accommodation was in the shanties, goods were teolithe factory
workers at exorbitant prices even when the goods weulterated.

5.0 Summary

This unit considered the industrial revolution asllvas the agrarian
revolution that occurred in Britain between 175@08The revolution
had both positive and negative effects on the lofabe peasants. It was
the negative effects that forced workers and fetalsle individuals in
Britain to start a new social and economic ordeti@aarly the efforts
of social reformers, like Robert Owen and Dr. Vit King.

6.0  Tutor-marked Assignments

1. Describe the circumstances that the factory workeese
operating between 1750-1850 in Britain.
2. How did the agrarian revolution in Britain leadtte economic

and social unrest in the land?
7.0 References

Onuoha E. (1986)Principles of Co-operative Enterprise, Express
Publishing Co. Ltd., Enugu.

Adesina D, (1998)Essential Information on Co-operative and Credit
Societies, DAC Printers and Publishers, Ibadan, Nigeria.
UNIT 2: REACTIONS OF THE WORKERS AND SOCIAL



REFORMERS TO THE SOCIO-ECONOMIC
CONDITIONS IN BRITAIN

Table of Contents

1.0 Introduction

2.0 Objectives

3.0 Main Content

3.1 Workers Reaction

3.2 Protests

3.3  Formation of Co-operative Organizations
3.4  Formation of Labour Unions

3.5 The Activities of the Social Reformers
3.6 Robert Owen

3.7  Dr. William King

4.0 Conclusion

5.0 Summary

6.0  Tutor-marked Assignments

7.0 References

1.0 Introduction

In our last discussions we looked into pre-indastevolution period in

Britain, that is, the closed economy which was plent then. The
essence was to compare that period with the adventachines and
improved systems of production (in the industriavalution) that

occurred between 1750-1850. We noticed the diffszenn the two

systems. We also identified the features of facsystem of production
and the conditions under which the factory workeese asked to work.
We saw the influx of peasant farmers from the coumside, their

farmlands having been taken over by the wealthydltads. This

worsened the plight of the factory workers and mpeople were
looking for jobs that were not there. The consegasrof all these were:
child labour, women were asked to work for almdshburs a day, low
wages, living in shanties by the factory workeegaf factory accidents
goods were sold to the factory workers at very lpghes among other
negative effects.

In this unit, that is unit 2, we shall discuss thactions of the workers to
the prevailing economic and social conditions. Wallsalso look at the
efforts of some social reformers who did not onjynpathise with the

workers but took concrete actions that maximizeel éfforts of the

workers.

2.0 Objectives



By the end of this unit, you should be able to:

. Describe the reactions of the workers to the emgrgystem of
production.

. Explain the activities of social reformers partamly Robert
Owen and
Dr. Williams King towards alleviating the sufferimgof the
workers.

3.0 Main Content
3.1  Workers Reactions

Workers did not fold their hands in the light oetlexploitation they
were receiving from the industrialists/factory ows)ethe landowners
and the landlords. A lot of activities were actygllanned and executed.

3.2 Protests

Workers soon started to complain, loudly too, conicg their plight.

The complaints were done individually and in graug$e group

complaints eventually led to major protests inesitof Britain, such as
Manchester and Birmingham. Roads were blocked dachpls were
carried by some of the workers, leaders were a&uesmbd put to jail, but
this did not stop the protests.

At individual level, there were acts of sabotagéhie production floor,
sensitive components of machines were removed enatbsence of
foremen. Some workers were seen withdrawing fromirtplaces of
work as an indication of discontent.

3.3  Formation of Co-operative Organizations

Workers co-operative group was formed even thoudhdinot last long.
This was "the friendly society” the avenue of theup was to work
together and to take care of the sick as well aseghmembers that have
been bereaved. The effects of factory system whighldiscussed in our
last unit saw many workers passing into transitioime friendly society
was to console and take care of the family, morenden family ties
had already been severed. But the friendly soaelynot survive for
long for several reasons. The government waslstgtile to the idea of
workers coming together to form associations. Aaptmportant reason
was that the society was not operated accordindefomed rules and
regulations or what could be regarded as principfdso the leaders
lacked co-operative education with which to mansigeh organizations



along co-operative lines.
3.4  Formation of Labour Unions

Even though the government banned all labour unithes decision of
the government did not prevent the workers fronmiag labour unions.
They came together to form labour union and teamedwith the

friendly society to press for recognition. Theirugigles eventually paid
off in 1783 when the friendly societies act was aéed. This gave
recognition to those organizations formed as hutagan or charity
organizations but not strictly as a business omgditn. But with this

limitation notwithstanding the enactment of the ecparliament was a
positive development.

With more struggles and determination, the indaktand provident
societies act was passed in 1852 to take into atdbe sufferings of
factory workers.

Exercise 2.1

1. Explain briefly the reaction of workers concernthgir condition
during the period of industrial revolutions.

2. Do you see these reaction as being sufficient twestheir
problems?

3.5 The Activities of the Social Reformers

Individual sympathetic to the course of the workemserged. You have
to note that these individuals on their own wemnfartable and through
their professions could take care of themselves. &ke going to

consider two of these social reformers.

3.6 Robert Owen

Robert Owen was born in 1771 and by 1789 was a geairat a cotton

mill in Manchester. He later, together with two tpars, bought the new
Lanark Cotton Mills. As soon as this mill was boygbwen started to
introduce radical reforms:

1. He changed the working and living conditions of émeployees b
organizing the workers on communal lines. This é&tlhim to
reduce the hours of work for the employees.

2. He stopped child labour, that is, the practice tofdcen working

in the factory.

He built schools for children so that they can nezeducation.

He was the first to open a nursery school in Europe

»w



5. He increased the wages of the employees.
6. He encouraged games and recreation among the esagl@as a
way of relaxation and keeping physically and metal

Owen's partners opposed his and he had to buy dhemand brought in
others who were sympathetic to his cause. He bedarmawn as the
“philanthropic Mr. Owen".

New Lanark became known all over Europe and a#dactisitors

including statesmen, who came to see the educaticoaial and

industrial reforms of Owen. In spite of the amestiprovided for his
workers, his business was highly profitable, thisved that contented
workers work better.

Owen was a persuasive speaker and a copious v8dare of his essays
worthy of note are:

() On the formation of character where he claimed thahan's
character was made for him and not by him.

(i) He wrote the "observation on the effect of the nfacturing
systems", where he condemned the long hours of.work

(iii)  In 1817, he addressed the city of London Taverreraithe set
out his plans for the establishment of villagescofoperation,
condemning competition and exploitation. He demdnadigion
and became an agnostic. He formulated theoriesaah Ii3e after
death, morality, character formation, marriage, cadion,
economies, in fact he visualizes a perfect communit

Through Owen's persuasive speeches the combinatiowhich made
workers not to organize trade union was repealetB¥. In the same
year, trade unions were legalized.

3.6.1 Owen's contribution to co-operation

The following doctrines can be said to be Owen'strdoution to co-
operation:

1. Business without profit. This is the anti-profitste of the co-
operative

movement. He also advocated the limitation of diwidis paid to capital.

2. Production of consumers for their own use, and footprofit.
This IS

the idea of the owner-user nature of co-operative. We
emphasized this point in our first course (CPM 101)

Common ownership of the means of production.

The prime importance of education which was consdi¢o be

W



vital to
the success of any social programme.

5. Voluntary association as a technique for solvingialoand
economic problems.

Exercise 2.3

We have a working definition of a co-operative stgiin CPM 101.
Recall that definition. Do you see any relationshgp Owen's
contributions to co-operation to the nature of perative as shown in
the definition? List these relationships.

3.7 Dr William King

When the British parliament refused to support thdical plans of
Owen, he left England for America to try his idegsile he was away,
Dr. William King filled the vacuum even though flust five years.

Dr King was a medical practitioner who sympathizéth the misery of
the workers. He was humanitarian in nature. Dr.gk§rcontribution to
cooperatives can be seen from the following:

1. He established a nursery school for children.

2. He promoted through regular lecture a mechanicstire in
Brighton where people learnt about car repairs.

3. He set up a co-operative organization with the perative

benevolent fund association. The benevolent fund twaspread
knowledge about co-operative while the Brighton dimg
Association was to engage in retail trading.

4, He established a news paper called the co-opermatorder to
show people how Owen's idea could be realized tirquactical
means. He gave interpretation to co-operative idea.

5. He emphasized member education for co-operative baesrso
as to remove ignorance from their minds.
6. He advocated active participation of the managenuéntheir

shop by co-operative members, through proper bazikg and
sound business methods.

7. He encouraged the habit of thrift and savings byoperative
members to a common fund which would then be usechpital
to establish businesses.

8. He advocated hand cash sales and not credit salesdid
incidents of bad debts.
9. Co-operatives should buy at wholesale price andateinarket

price. But the profits must not be shared outhdwd be added to
capital to augment it.
10.  When the shop had acquired sufficient capital tghoiself



financing, subsequent profit should be used to gwployment
to members e.g. a shoemaker can be employed to shales for
sale to members and non-members, next time, ara@mean be
employed and so on.

11.  Co-operatives can acquire land to produce their tovaal, build
their own houses, build schools, libraries, oldgles homes and
so on. By so doing they will gradually become inelegent of
external aid.

Exercise 2.4

Go through Robert Owen's contributions and Dr Wil King's
contributions to co-operative and point 3 areasimilarities and 2 areas
of differences.

4.0 Conclusion

Robert Owen's contributions to co-operation arstanding. At the time
when other factory owners were exploiting the woskand employing
child labour in the process of production, Owen wiasng the very
opposite. He demonstrated all this by practicatlyvmg the principle of
motivation that a happy and contented worker isasgimum producer.

5.0 Summary

In this unit, we have treated two important socefbrmers — Robert
Owen and Dr. William King. We did examine their tdution to

co-operations. In spite of their contribution, thesarly forms of co-
operatives, what is sometimes called, pre-Roché&ajeitable Pioneer
co-operatives failed. We will look briefly at theasons for their failure.
Thereafter we shall move to the first ever suce#gssb-operative
society. The Rochdale Equitable Pioneers.

6.0 Tutor-marked Assignments

1. Why is Robert Owen regarded as the Father of Modern
Co-operatives?

2. Compare Robert Owen and Dr William King in their
contributions to co-operatives.

7.0 References
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1.0 Introduction

The last unit before this present one, we discuskedefforts of the
workers to free themselves from the shackles okepgvas a result of
the industrial revolution that occurred in Britdetween 1750-1850.
The social as well as the economic conditions werer; low wages
were paid to the workers, they worked for very Idrmaurs everyday,
children were made to work, women too ere not exethfrom work,

the employees lived in shanties where epidemic® W order of the
day, among other degrading conditions. It was i&salt of all these and
more that workers started reacting through indialdand organized
protests, sabotage and so on.

The social reformers, that is, those individual,ondought for a new
economic and social order, alternative ways of peotion and
commerce came into the scene. We discussed twheoh,tnamely:
Robert Owen and Dr. Wililam King and we saw theialuable
contributions to co-operation. But all the coopees which the
workers and the social reformers formed failed sgees later. We are
going to examine the factors responsible for thieirf@in this unit. But
out of failure and through better organization, easnccess. From the
failure of the early formal co-operatives, emergeslfirst successful co-
operative organization known as the Rochdale Ebl@t&ioneers and
this co-operative is still in existence until today

2.0  Objectives



By the end of this unit, you should be able to:

1.
2.
3.

3.0

List the reasons for the failure of the early fole@operatives.
Describe the origin of the first successful co-apige society
Explain the objectives of the first successful @em@tive
organization, the Rochdale Equitable Pioneers.

Reasons for the Failure of Early Co-operatives

The early formal co-operatives which are sometimésrred to as pre-
Rochdale co-operative societies failed. There werasons for the
failure which are:

(i)

(ii)

(iii)

(iv)

(V)

The co-operatives were organized during strikeqgoksti that is,

during the periods that the workers ceased to wdhey

organized into cooperatives in order to avoid idEn As soon as
the strikes were over, majority felt no urge anyendéor such

associations.

The organizers of these co-operatives didfoblow the practical
guidelines of Dr. William King's recommendations iaofh
includes contributions from members to raise sheapital,
buying and selling those things that the membersdee,
managing the co-operatives by themselves amongsothe

Goods were sold on credit. This resulted in badidéat the
members found difficult to offset.

Constant harassment from the police who felttthey were
carrying out illegal business.

There was no enabling law that would give tleeoperatives
legal backing. They were asked to register thenass under the
friendly society act which we discussed in our lasit. But the

provision of this act did not meet the requiremeofta business
organization.

Exercise 3.1

You have just studied some of the reasons why tleeRpchdale
co-operative societies collapsed. Can you seeaimituations in some
of the co-operatives around you or the ones thathave heard about?

3.1

The Rochdale Equitable Pioneers



3.1.1 Origin

In 1844 another group of 28 people from the towrRothdale came
together to form a co-operative society. Thesena8s/iduals comprised
of some weavers, Owenixe, socialists i.e. the ¥odis of Robert Owen,
trade unionists and charities, made history by fogrthe Rochdale
Equitable Pioneers. They avoided Owen's utopiaereels and adopted
a practical approach to co-operation as recommemnge®r William
King.

3.1.2 Techniques of Rochdale equitable pioneers

(i) Each contributed $1.00 from which they rented gsho

(i) They started by organizing meetings. Through su&etmgs,
they were able to analyse the mistakes of the psdid societies
and they tried not to repeat the same mistakes.

(i)  They studied diligently the publications of Dr Wain King in
his newspaper the Co-operator.

(iv)  They applied the principle that Dr King prescribied running
co-operatives successfully.

(v)  Through the contribution they made, they stockeut tthop with
the basic necessities that the members actuallgieitee- flour,
sugar, oat meal, butter among others.

(vi) Having educated themselves on the basic principbés
management, each member took turn to sell in tiop.sBy so
doing, they were able to apply what they have keailso, they
did not employ a shop keeper, who might not haveetstood
what their objectives were. The shop keeper woldd eeceive
wage thereby eating into the working capital.

3.2  Objectives of Rochdale Equitable Pioneers

Earlier, we said that the members of the Rochdajeitgble Pioneers
did not jump into the decision to form a co-opemtsociety. They first
started by having meetings. One of the resultauoh sneetings was the
unanimous decision to draw up the objectives ofgimosed society.
The objectives of the society could be likenedtadesnent of purpose.
That is, what the society sought to achieve for immbers and the
community. The following constituted the objects:

0] The establishment of a store for the sake dadvigions and
clothing.

(i) The building, purchasing or erecting a number afdas in which



those members desiring to assist each other inovimgy their
domestic and social condition may reside.

(i)  To commence the manufacture of such articles asabiety may
determine upon, for the employment of such memasmnay be
without employment, or who may be suffering in capsence of
repeated reductions in their wages.

(iv)  As a further benefit and security to the memberth society,
the society shall purchase or rent an estate @tessiof land
which shall be cultivated by the members who mayobe of
employment, or whose labour may be badly remunérate

(v)  That as soon as practicable, this society shattqeo to arrange
the power of distribution production, education @ymvernment,
or in other words, to establish a self supportiogna colony of
united interests, or assists other societies iabéshing such
colonies.

(viy  That for the promotion of sobriety (to be calm)Temperance
Hotel be opened in one of the society's housesoas ®s
convenient.

The above objectives of the Rochdale Equitable ¢&o constituted
their purposes for existence or what may be terthede days as "their
mission statement". It gave character to theirkinigp and actions. They
sought and worked diligently through the strategvesdiscussed earlier
to bring the objects of the co-operation into tyali

Exercise 3.2

Take 3 objectives of Rochdale Equitable Pioneerd ahow how
relevant they were in the reactions of the memtzetke exploitation of
the industrialists and shop keepers.

3.2.1 The Rochdale equitable pioneers' principles

These principles were derived from four documeritthe Rochdale
Pioneers. These are:

(i)  The Statutes of 1844

(ii)  The 1845 amendments

(iii) New statutes adopted in 1854 and

(iv) A statement in their 1860 Annual Almanac.

These documents consist of co-operatives princi@ed business



practices. They were later classified by co-ope&sato eight, widely
publicized and circulated as "Rochdale Principl&low are the stated
principles:

Open membership

Democratic control

Limited interest on capital

Patronage refund

Cash trading at market price

Sale of pure and unadulterated goods
Political and religious neutrality; and
Continuous education of members.

O~NO O WN B

4.0 Conclusion

We have discussed the Rochdale Equitable Pionersirst successful
cooperative society. We looked at the failure oé thre-Rochdale
Equitable Pioneers and tried to examine the reasbyshey failed. We

also saw the origin of the strategies (practicksy tadopted in operation
of their business. We looked at the defined objedtshe Equitable

Pioneers or what can be the purpose or missioarstit of the society,
and finally a list was made of the principles oftaperatives derived
from the statutes books of the Pioneers Almanac.

5.0 Summary

We have examined the origin of the first co-op@easociety, including
their business practices, objects and their coatjver principles, some
of which are still relevant today. These principlegl be examined
further in our subsequent units.

6.0  Tutor-marked Assignments

1. Explain the business practices of Rochdale BblatPioneers.
Justify their relevance in present day Co-operathanagement
in Nigeria.

2. List the 8 principles of co-operatives. Explaimy 2 of them in

the light of your understanding of a co-operatigeisty.
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1.0 Introduction

In unit 3 of this course, that is, the previoustuwe treated the business
practices of the first successful co-operative etycithe Rochdale
Equitable Pioneers (REP) It was suggested to yauttte principles of
REP would be treated in details in our subsequeaistbn. But before
we come to the details of these principles, it wlooé wise to clarify
some few points. We are going to explain what ppiles actually are,
what is the practice of co-operative principlesd amhat could be
regarded as co-operative ideals. It is well toyfuthderstand these terms
and the inter-relationships among them as welhas televance to co-
operative management so that we would be rootederfoundation of
what actually constitute co-operative management.

2.0 Objectives

By the end of this unit, you should be able to:
Explain what a principle is

List the sources of co-operative principles

Describe co-operative ideals and
Discuss co-operative practices.

hoONE

3.0 What a Co-operative Principle is



In general, a principle can be regarded as a guichce for behaviour,
and it is basic and fundamental to such behavidtat is why the
principles of cooperation are general, basic trditlas show what a co-
operative is. The principles also separate co-¢pesafrom other forms
of business. It is the principles of co-operatibattmark a stamp on an
organization that calls itself a co-operative. TFhegrinciples,
consequently, serve as a rule of conduct to cotgstarou are advised
to go back again to the Rochdale Equitable Pionperngiples and be
well familiar with them. We shall be going backttem from time to
time. Co-operative principles, apply to all typéso-operatives, there is
no distinction because a principle that is appleab only one form of
co-operative and excludes the others is no priacpld is of no use to
what we are discussing.

A co-operative principle therefore, describes th&ure of co-operative
SO as to set it apart from other businesses. leratlords, one nature of
co-operative principle is that it is descriptive.

Another nature of co-operative principle is thaguides the actions of
all cooperators the world over. It serves as adstahfor the group of
individuals that form a co-operative society. Themiers must show in
practical ways these behaviours, for them to quads co-operators.
Such as patronizing the society, taking part in tdlection of
co-operative offices among others. These behaviowst be respected
by others and enforced by competent authorityhisn $ense, we can say
that co-operative principles are prescriptive, tisathey prescribe the
ways that co-operators have to behave in the affaf their
co-operative.

Exercise 4.1

List the principles of co-operatives as drawn up thg Rochdale
Equitable Pioneers. Which of these principles aescdptive? And
which other ones are prescriptive? Or both desee@nd prescriptive.

3.1  Sources of Co-operative Principles

The principles of co-operative are formulated aadwd from different
sources. These sources are as follows:

3.1.1 The founding fathers of co-operative
Try to recall the contents of our units 1 and 2t course. We

discussed the reactions of the social reformertscpéarly Robert Owen
who is regarded as the father of co-operation and\liliam King who



Is seen as he father of consumer co-operativeselhenours are given
to these individuals because of the ideas they gavéo what a co-
operative is and what co-operators should do irrotd make their co-
operative business a success.

It was on the foundation that Robert Owen and DHiavin King laid

that the Rochdale Equitable Pioneers relied on iaftidg their

objectives, techniques and principles of co-opematsome of which we
are still using today. All these constitute a seumf co-operative
principles.

3.1.2 The international co-operative alliance (ICA

The ICA is a global organisation responsible foloperative matters. It
was founded in 1895. We shall be discussing debhitee organization
in the units to come. But we have to recognizesitaasource of co-
operative principles. They have been reformulatitige original

principles of Rochdale Equitable Pioneers in acaonce with noticeable
changes in commerce and industry the world overtaacnvironments
that the co-operatives are operating. These chasfgibe principles are
necessary so that while co-operatives do not Idbse& nature, they
should at the same time comply with some of the atela of the
environment particularly the external environmenigators. It is to this
extent that we regard the I.C.A. as a source ajperative principles.

3.1.3 Co-operative thinkers and writers

There are many co-operative thinkers and writers tvive contributed
in reformulating co-operatives principles, besideb&t Owen and Dr.
William King. But these days, the research workd &ndings of these
co-operative thinkers are usually passed to the fi@Aproper scrutiny.
Alternatively, the ICA does commission these thiskand writers to
research on specific issues concerning co-operativeiples. On the
submission of their reports, a general meetingC# Is then summoned
to discuss the reports and if possible pass thémereas new principles
of co-operatives or modification of existing ones.

3.1.4 Governments who pass laws adopting, adaptingand
enforcing the principles

In Nigeria and other countries of the world, thevggmments do pass
laws which adopt the co-operatives principles. Somes laws are
passed which adopt the co-operative principlesenthiere are also laws
which seek to enforce the co-operative principlEsat is why, at the
federal level, there is the Federal Co-operativers lod 1993 otherwise
known as the Co-operative Decree of 1993. Thisdffects all states of



the federation. It is from here that the variouclors of co-operative
services in each state of the federation preparepeoative societies
Laws and Regulations as well as the principlesmFtioe co-operative
laws and co-operative Principles, rules and Regulat model bye-laws
are prepared for the co-operative societies.

3.2 Co-operative Ideals

Co-operative ideals concern the ultimate goal dsasethe yearnings of
the co-operative movement. Included in the co-dperaideals are
broad actions which should be realized or a satfisfg progress being
made to the attainment of the ideals. You havendetstand that in
general, ideals are not attained. But they aressacg so as to serve as
inspiration and to serve as a higher standard agtia standard that has
been accomplished.

Some of the ideals for the co-operative movemeniude:

(i)  Justice and Equality in Economic Relations;

(i)  Elimination of Exploitative Middlemen;

(iii)  Business for service, Business without Profits and;
(iv)  Reformation of the economy.

These ideals and others even though attractivg, dhe not attainable.
As an example of the consumers co-operative, ildveeem as if all the
consumers in the whole world would unite and cawry their own

retailing, wholesaling, manufacturing, primary pucton, banking,

insurance among others thereby cutting off comfyletee middlemen

from the marketing scene, and establishing co-operaemocracy on
earth. This is a wishful thinking; it is not an &eThis one reason why
these days, people join co-operatives not to changevorld or cause
any revolution but to obtain in practical terms c@te, immediate
attainable benefits, such as loans for productwe@se, farm inputs,
essential commodities among others.

Exercise 4.2

You are once again entreated to visit a co-operaociety. Request for
the manager to kindly give you a copy of their Bgevs. Study the
divisions and list them. If you cannot get a cofapge society form

and bye laws from the manager, you can as wellitggbm a co-

operative Press or from the Director of Co-opegatServices in the
Ministry of Commerce, Industry, Tourism and Co-@isres or

Ministry of Agriculture and rural Development or yarappropriate

ministry.

3.3  Co-operative Practices



These are practical methods of implementing pdic# principle can
be implemented or observed in several ways. Fomplg Limited
Interest on Capital which may be observed by payangeertain
percentage of the profit declared on capital cbaotad to each member.
In another situation, the same society may dedideihstead of paying
interest on capital, the money should be put bat the society to
increase the reserves. As a result, some praabicélse co-operative
principles are more radical than others. Some pestare easy to
implement the letter of the principles, these araservative practices.
Other practices are faithful to the essence ofpiteciples. These are
radical practices.

4.0 Conclusion

In this unit, we have been able to explain whatiacgple is, and we

shall be keeping the nature of a principle in miedause that will guide
us. Remember, a principle is a basic truth thatiegiibehaviours. Co-
operative principles are therefore basic truthd thade co-operative
behaviours including the behaviours of individuidlat make up the co-
operative. We also saw what an ideal is. It isrigtic and of a very high
standard. An ideal is never attained but enablds nuseasure where we
are presently and where we are still going to. Timake us to

continuously do our best. Co-operative practic&starimplement co-

operative principles. They are practical. They gimaality to the

expression of principle.

5.0 Summary

We have discussed co-operative principles, co-oper&eals and co-
operative practices. Through our discussions, wee Haeen able to
establish what each of these terms are, theinoaktips as well as their
relevance to cooperatives. In our next four umits,shall be taking the
principles of cooperatives as handed over to uRbghdale Equitable
Pioneers. We shall discuss the essence of theseigheis and their
relevance to co-operatives.

6.0  Tutor-marked Assignments

1. Describe what an ideal is. What is the relevasfceleals to co-
operatives?
2. What is a principle? Explain the importance ohgiples to the

co-operative.
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1.0 Introduction

We looked into co-operative principles generallyasoto bring out the
meaning of what a principle is, role of principl@s co-operative

management and what principles seek to achieve.s#e that in

essence principles are basic truths that guideviomima A principle by

its very nature explains or describes cooperatbedgviour and in this
regard, such principles becomes descriptive. Wizgengrinciple says
what should be done or the relevant behaviour tofquth in a given

circumstances it becomes prescriptive. For a mlacto be either
prescriptive or descriptive, it must be put intagdrce, that is to say, it
has to be observed. We also saw that there arésidé&o-operation;

these are broad aims which are general and cabenathieved. They
are like the horizon. As you approach them, thegpken moving back.
But they are useful because they remind us of ttimished business.
We need to work harder.

We are postponing for a while the discussion oftiRiade Co-operative
Principles. This is because over the years theseEiples have been
modified and some of them have received criticisamsl dropped.
Others still survive the test of time. A global anggation of co-



operatives is responsible for these changes inpeoative principles, it
is wise we discuss this organization; the Inteovatl Co-operative
Alliance (ICA).

2.0  Objectives
By the end of this unit, you should be able to:

Describe the structure of ICA.

List the objectives of ICA.

Describe the duties of the members of ICA.
Mention the duties of the members of ICA.
Describe the functions of ICA.

a b wNPEk

3.0 The Structure of ICA

The I.C.A. was established in 1895 to promote fiigrand economic
relations between co-operative organizations ofyglés nationally and
internationally. It is to represent the unity of @-operative movements
in the whole world. The alliance has a legislatwen and an executive
arm.

3.0.1 The legislative arm

This is the supreme governing body of ICA. It isdmaup of the
congress of all affiliate associations held eveuy fyears.

3.0.2 The executive arm

The Executive arm consists of the Central Commjitthe Executive
Committee and the office of the Director Generalowis based in
Geneva, the present Headquarters of ICA.

While the membership of the Legislative Arm and Ex@cutive Arm is

by election, the office of the Director is permandteporting to him are
the General Secretary, next to the General Segreta departmental
secretaries, each of whom heads an auxiliary caeenwith technical
functions. These functions concern Banking, InsceanWorkers

Productive Societies, Housing, Agricultural Co-ggem, Consumer
Co-operations among others. It is noteworthy thdernational co-

operative enterprise emerge from these committeesh examples are:
The International Co-operative Petroleum Associetjo The

International Co-operative Housing development Agdmn, the

International co-operative Bank, International Cpe@ative Insurance
Federation among other enterprises.

3.1 Objectives of ICA



The ICA has defined objectives which are the follayv

3.1.1 To be the wuniversal representative of co-opive
organizations of all types which observe ICA pringles

This means that before any organizations can esek the membership
of ICA, such organization must be truly tested tedfout not just
whether it is a co-operative organization but wheihdoes observe the
principles of ICA. We will be discussing these piples in a
subsequent unit.

3.1.2 To propagate co-operative principles and mebds
throughout the world

You will recall that in our last unit, that is und, we discussed co-
operative principles and practices. It is the resjality of the ICA not
just to define and re-define co-operative pringpénd as it considers
necessary but also to set the standards througthwghich principles are
to be observed. That the methods or practices Afgfinciples are also
set forth by the global body.

3.1.3 To promote co-operation in all countries

The ICA seeks to promote the spirit of co-operabetween and among
all nations of the world that are affiliated to \We have noted in 3.1.2
above some of the economic enterprises that amaqiea by ICA for
the countries that are affiliated to it. It is rwtly economic co-operation
that is promoted by ICA. Disputes arising betweeunntries relating to
co-operative matters are settled by the globalcason.

3.1.4 To safeguard the interest of the co-operagvmovement in all
its forms

This is another object of ICA. It can intervene &tample, in dispute
existing between a member affiliated to it and goeernment if such
member organization so long as that dispute is wbpect to co-
operative maters. Also a member having a sourioektip with the
government of another country can receive the tassis of ICA to
resolve such disputes.

3.1.5 To foster good relations between co-operaéivorganizations
of all types, nationally and internationally

This object is closely related to 3.1.4 but in &ddi the ICA promotes
and facilitates technical co-operation between ambng its affiliated



countries. Such areas include education and tigainivorkshops and
seminars among others.

3.1.6 To work for the establishment of lasting pea and security

The ICA is a peaceful organization. Since its irimgp the organization
has stressed the importance of peace because wjitbace and security,
there cannot be any meaningful development.

Exercise 5.1

1. List the components that make up the structure@1€A
2. Enumerate the objects of the ICA

3.2  Membership of the International Co-Operative Aliance

There is an open membership in the I.C.A for ajlamizations that seek
affiliation. The only condition, if one is to beadtified is that such an
organization must be a genuine co-operative orgéiniz. And to show
the genuineness of such organization, it has tihftdiy practice the
principles of the ICA. The organizations includeatldnal Unions of
Co-operative Societies or Federation of Co-opegatiBocieties.
Recognised Auxiliary organizations of affiliated thd@mal Unions
Federations, Consumer Co-operatives Credit Codpesaamong other
forms of co-operatives.

3.2.1 Rights of members

Once an organization is admitted into the foldgh& ICA, it has the
following rights:

1. To take part in co-operative congress
Any co-operative congress or meeting of the gldimaly can be
attended by the affiliated body. There is democratythe
conduct of the business of the Alliance. As a iesumember is
free to seek election into any office. Such mendaar also vote
for others and can patrticipate freely in the dehtiens of the
congress.

2. To nominate representatives to the central commite
Remember that this is the committee that has betjslative
Arm and Executive Arm. A member is free to nominatgbody
that is considered fit and capable to be a membethis
important committee.

3. To submit proposals for considerations by the exetwe, the



central committee or the congress

A qualified member can submit a proposal for therist of co-
operative development to the International bodychSproposal
on receipt will be carefully analysed and studiedascertain its
validity, sincerity and authenticity. Once these astablished,
the proposal is either forwarded to the Executiveéhe Central
Committee or congress for further consideration.

To receive all appropriate advice and services fiibvn ICA
secretariat

This is an important function which the ICA gives ftts
members. Such services include feasibility stutbesegional or
international co-operative enterprise, training aulcation of
staff and members of the organization affiliatethi® ICA etc.

3.2.2 Duties of members

Since we have discussed the rights of the memiferedCA,; it is also
logical we highlight the duties of members to thebgl organizations.
Such duties include:

1.

5.

To observe the aims and policy of the ICA ad @own by the
congress.

To submit annual report concerning the operati@mi the
affiliated organizations to the ICA.

To provide the ICA library with a copy of alltdrary works
published as complimentary expression.

To appoint a correspondent who will keep the li@Gfrmed of
all national co-operative developments, legislajocreation of
public authority which affects co-operative devetgmt. The
ICA will study all these reports and take approjgriaction.

To pay annual membership subscription to the.ICA

It must be pointed out that those organizationd tmeave not fully
fulfilled the condition for admission to the ICA rtabe accorded
Associate Membership and their rights include tiloiving:

1.
2.

3.

To receive gratis (that is free of charge) the I@Mblications.

To nominate an observer to Central Committee Mgstiwith
right to vote.

To nominate an observer to the ICA Congress wghtrio vote
but with right to speak, subject to the congresseat.



4. To receive from the ICA secretariat all appropriagvice and
advice.

Exercise 5.2

1. Mention 5 duties of the ICA members to the globadyn

2. From your knowledge of the relationship between egomnent
and co-operatives, what do you think government danto
encourage cooperatives organizations in Nigeriaffibate with
the ICA.

3.3  Functions of the ICA

The International Co-operative Alliance performdimkd functions to
its affiliate members. These functions are:

(1)

(i)

(iii)

(iv)

(v)

4.0

Providing information

The global body has sections for this purpose. S$taistics
section is concerned with compiling data from mendmeintries.
The economic section studies trends and developnadfecting
the co-operative movement.

Library services
There is a library stocked with relevant literatwansisting of
books, journals, reports, photographs, newspapers e

Promoting international understanding

Every year, an international summer school is heldifferent
countries. The idea is to promote and encouragadship and
mutual understanding.

Publications

The ICA has many publications. But one of the npmgiular one
is the "Review of International co-operation”. Tiesa monthly
journal published in English, French and German.

Wholesale services

Its co-operative Marketing Organisation develofs mholesale
operations, consumer associations may be askedstablish
international wholesale society or international rghasing
organisation to be supplied with services in petnol, banking.
Insurance, housing among others.

Conclusion



We have studied the International Co-operative Giggdion a global
organization for all genuine co-operative movemarthe world. It has
its headquarters in Geneva, Switzerland. We loaitethe structure of
the ICA, the objectives of ICA, membership incluglithe rights and
duties of the members. We highlighted the functiointhe world body.

5.0 Summary

We have said that the ICA looks at existing pritespof co-operatives
and determine whether they are still relevant dr depending on the
changes in commerce and industries. In our next wei will be looking

at these modifications of the principles from thegioal Rochdale
principles.

6.0 Tutor-marked Assignments
1. (@) Briefly describe membership of the ICA.
(b)  Explain 8 rights and 2 duties of members of f0Ahe
world body.
2. Explain 5 functions of the ICA.
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1.0 Introduction

In our last unit, we discussed the structure, dlwes, membership and
functions of the International Co-operative Alli@adhe ICA, based in
Geneva, Switzerland is the global co-operative bddhyd we did say
that the overriding criterion for admission to therld body for any co-
operative association is for such organizationaimgly with the defined
principles of the ICA. These principles are peradly reviewed so as
to fit into the demands of modern commerce and Stries.
Consequently, the original principles of the Rodadaguitable Pioneers
(REP) have been re-examined, re-defined and resiatdune with
modern global trends. We shall be discussing thegews in this unit
and the next one which is unit 7. Thereafter, wallslo into specific
examination of each of these principles in furtineits.

2.0  Objectives



By the end of this unit, you should be able to:

1. Explain the Rochdale Equitable Pioneers principles.

2. List out of the original Rochdale Pioneer princgléhe ones that
were selected, the ones modified and the onesvieeg made
optional or dropped

3. Give reasons for the review of the principles.

3.0 The Rochdale Equitable Pioneers Principles
If you will recall, these principles were:
3.0.1 Open membership

This principle emphasizes the need for co-operatovebe open to
anybody who has interest in it, which means thatehs no restriction
whatever the criterion.

3.0.2 Democratic control

This principle means that the decision making pseda a co-operative
organization lies with the General Meeting of memsb&lobody in spite
of his wealth, status or position in the commuman single handedly
decide for the society. There must be a debate.tAadgimple majority
wins if put to vote. Voting itself which is a pripal element of
democracy in co-operative is one man one vote; youmnber of shares
notwithstanding.

3.0.3 Limited interest on capital

Members capital contributions which are mainly sksaand savings
attract some interests which are limited, at thet @rthe trading period.
The various amounts to be paid to these sourcasdts depend on the
decision of the general membership.

3.0.4 Patronage refund
To encourage members to patronize their sociegy pttronage refund
principle recommended bonus for such members. Rémmethat the co-

operative is owned by members who are at the sangethe end users
of co-operative products/services.

3.0.5 Cash trading



Every transaction with the society that involvesghase of goods must
be paid with cash. This means that there is no roororedit sale.

3.0.6 Sale of pure, unadulterated goods

Goods sold by a co-operative should never be adide. Sale of
adulterated goods is usually the practice of thédleimen who want to
be making abnormal profit. Co-operative should defsram this sharp
practice. The management should go to the variouscss of goods and
buy from there.

3.0.7 Political and religious neutrality

Co-operators are to disassociate themselves frerpridictice of politics
and religion. This is to avoid the evils that assaciated with partisan
politics and religious fanatism. As a result, io@operative society, all
the members should believe that they are of ondélyffaand there is no
barrier among them or between them. It is undeh $tzone of mind that
the spirit of co-operation can grow stronger.

3.0.8 Continuous education for members

This principle emphasises the need for educatiothabmembers will
know what co-operative stands for and what theydstto gain by
joining co-operative. They should also be ableovk what should be
their very contributions to continuity and surviva co-operative. All
this is necessary because a co-operative starts &ducation, the
expansion is done through education and the maragemf the
business is also done through education.

Exercise 6.1

1. List the Rochdale Principles.

2. In the light of your understanding of units 1 andskRow why
these principles are necessary (you are requiredlext just two
of them).

3.1 The ICA Review of the Principles

In 1895, the International Co-operative Allianc€Al) was founded in
London, though their current headquarters is nowsameva. In 1930,
the ICA congress meeting in Vienna authorized dystf the principles
of co-operative. A committee was set up which nogtfour years. In
1934, the committee recommended that seven prexipf Rochdale
out of the eight should apply to co-operatives. Qm@ciple was
consequently omitted. This was the principle ofesaf pure,



unadulterated goods.
3.1.1 The 1937 congress decisions

The congress of 1937 held in Paris was unanimoasiapting the first
four principles as obligatory. This means that fingt four principles
must have universal application for any organizatioat calls itself a
co-operative. Also, that the first four principleske for eligibility into
the membership of the ICA. These four principles ar

1. Open membership

2 Democratic control; one man, one vote
3. Dividend on purchase

4 Limited interest on capital.

The other three Rochdale principles were held to dely
recommendations. This means their adoption andicgioin by a co-
operative organization is at the discretion of sooffanizations. These
three principles are (e) Sale of pure and unadaidr goods (f) cash
sales at market price, and (f) political and religs neutrality.

3.1.2 Reasons for the review of the Rochdale priipdes by the 1937
ICA Congress

The congress reviewed the original Rochdale priasipon several
reasons:

1. That the principles were based on consumer co-opdraes

In looking at the principles of Rochdale EquitaBieneers, there
are actually some of them that are strictly coneérrwith
consumer co-operations. Take for example cashnigaali market
price. This principle mainly addresses the issudrading. But
you may know that that there are many types of @oajve:
Thrift and Credit Society, Co-operative Credit andestments
Society to mention but a few. Cash trading of whatdéorm does
not fit into the operations of these societies.

2. Out of date in certain respects

This is another criticism levelled against RochdRlienciples.

Take for instance the principle of cash trading.d€lm business
and commerce cannot do but to give credit. In scoumtries'

economies, the idea of carrying cash is de-empbadsitzis credit
sales so long as the buyers can make satisfactoaggements
for payment. Among other reasons, carrying cashois only

cumbersome but can attract the attention of thiewesso much
on one carrying the cash but also on the one rieceoash from
different customers.



3.1.3

(if)

(i)

Discrimination against co-operatives in the develapg

countries and the socialist countries

Since the ICA is a world body, it seriously frowret

discrimination by whatever form. In the developieugd socialist
countries, co-operatives are initiated by governm@&hey are
also regulated by government and most co-operaiivethese
countries are mainly agricultural co-operatives.pimg, for

example, the political and religious neutrality thie Rochdale
principle would undermine the political situatiohat exists in
socialist countries.

The issue of honesty

On the issue of honesty, the congress was of tioopthat
honesty was not only restricted to co-operativesother words,
business ethics and honesty apply to all other $opmbusiness.
Co-operatives cannot, therefore, be seen as "htien thou".
The principle of "sale of pure, unadulterated géadlas deleted
as a result. It should not be seen as a rule gomgeoo-operative

from other businesses which also observe businégsgEsge
honesty and proper conduct.

Implications of the review exercise

One of the implications of the review of the Rodedarinciples
in 1937 is that a new element was introduced iméostudy of the
principle of co-operation, this is the element ekearch/free
thinking. From then on, the emphasis shifted frtve Rochdale
principles to principles of co-operative enterpriseother words,
the emphasis in now on cooperation instead of Ralehd his is
because in fairness to the pioneers, they nevetosat to draw a
check list of principles binding on every co-operahroughout
the world and for all time. What they did was toretg draw up
rules of business conduct from common sense anu frast
experience to govern their small retail shop inliRtzde.

The second implication is that a distinction wasdendetween
the principles of co-operation and practices obperation. The
principles of co-operation do not change, theyaréuring. The
practices of co-operation which can be obeyed aomed
according to the circumstances and prevailing sdna

The third implication is that the old Rochdale piples are
imperfect and cannot be considered unchangealdle-operative
wisdom.

Exercise 6.2



List Rochdale Principles on the left side of a fmalp sheet. On the right
hand list the 1937 Principles. You can see the gbsiat a glance. Write
them out.

4.0 Conclusion

Throughout this unit we have discussed the origipahciples of
Rochdale Equitable Pioneers and the review of tleciples by the
International Co-operative Alliance. We saw theeesg of the review
exercise and the re-statement of the principlesdsmagped with reason.
We also examined the implications of the reviewreise.

5.0 Summary

The International Co-operative Alliance (ICA) cediout their first
review exercise on co-operation principles as hdndewn by the
Rochdale Equitable Pioneers; and we saw the redsonte review
exercise in this unit. In unit 7 which follows thane, we shall be
looking at the reviews of 1966, 1972 and 1995.

6.0 Tutor-marked Assignment

How do you justify the ICA review exercise of 1937.

7.0 References

Adesina, D. (1988):Essential Information on Co-operative Credit
Societies. DAC Printers and Publishers, Ibadan.

Onuoha, E. (1986)Principles of Co-operative Enterprise. Express
Publishing Co. Ltd., Enugu.
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1.0 Introduction

We looked at the review of the Rochdale Equitablen€ers Co-
operative principles of 1844. The exercise was i@adrout by the
International Cooperative Alliance (ICA) in 1937.eWere able to see
the reasons why the review was necessary and ska@s of the review.
There are still other review exercises carried ioutl966, 1972 and
rephrased in 1995. We shall be looking at theseewes and the
underlining factors behind the exercises in this. un

2.0 Objectives
By the end of this unit, you should be able to:

1. List the changes between the co-operative pringipfel937 and

1966.

2. Explain the reasons for the changes.

3. Explain the reason for the rewording of the 196#giples in
1972.

4. Describe the changes that took place in the 19@&Giples.
3.0 The 1966 Co-operative Principles
We got some reasons why the Rochdale principlesearewed in 1937.

Among the reasons were that: not all co-operatasesconsumer co-
operatives, some of the principles lacked univessadlications, while



others were out of tune with the demands of modamrsiness and
commerce. The revised principles of co-operativesewstated as the
following:

(i)  Open membership

(ii) Democratic control, one man, one vote

(iii) Dividend on purchases

(iv) Limited interest on capital

(v) Cash sales at market place

(vi) Political and religious neutrality

(vii) Promotion of education (co-operative education)

In 1963, the ICA Congress in Bournemouth, Englaset, up another
commission to study the relevance of the Rochdateiples in modern
condition.

3.0.1 Report of the commission in 1966

The commission set up in 1963 turned in their repothe 1966 Vienna

congress. They recommended six (6) principles, lwhiee congress

approved. Among the recommended principles, th& faind the last

were new. The principles recommended were:

0] Open and voluntary membership without discriminatiof
religion or politics;

(i)  Democratic control,

(i) Limited interest on capital, if any;

(iv)  Equitable distribution of surplus, savings or eaororesults;

(v)  Provision for education of members, officers, ergpks and the
general public;

(vi) Co-operation among co-operators.

3.0.2 Modification of the principles

0] You can easily observe that a new qualificatias been added to
membership namely, 'voluntary'. What the princiglesaying is
that co-operation should be voluntary.

(i)  "Cash sales at market price” was dropped. Thisogasidered a
business practice; it is not a general principlartlermore, as a
general practice, it is already out of date withderm commercial
transaction.

(i)  Political and religious neutrality has been mergeth open
membership. This leaves the society free to workhvany
political party.



(iv)  Increased emphasis was given to co-operative edacétreas
to be covered were increase from membership tocerHi
employees and the general public.

(v)  The 6th principle was introduced by the commissiself Co-
operative activities involve co-operation. The #piof co-
operation should not be limited to the society alofhe spirit
must be seen in all forms of co-operatives. Co-ap&n should
therefore exist between co-operatives and amongpeoatives,
not only socially but also economically.

Exercise 7.1

List the changes introduced in1966 by the ICA cesgr in
Bournemouth.

3.1 The 1972 ICA Congress

Further development in the formulation of Co-operatprinciples
occurred in the 1972 Congress of the ICA. It wasidkd that the
principles should be expressed on the form of cetepsentences. This
Is to show clearly what each principle really sagopposed to the short
phrases of expressing the principles previously.aAgsult, while still
maintaining the 1966 principles, the 1972 congrassely reformulated
the principles.

3.1.1 The 1972 reformulated principles

0] Membership of co-operative society shall be wary and
available without artificial restriction or any sak political,
racial or religious discrimination, to all persowso can make
use of its services and are willing to accept rasjmlity of
membership.

(i)  Co-operative societies are democratic orgaiona. Their affairs
shall be administered by persons elected or apgmbinta manner
agreed upon by members and accountable to them.bBtsnof
primary societies shall enjoy equal rights of vgtone member,
one vote) and participation in decisions affectimgjr societies.

(i)  Share capital shall only receive strictly lited rate of interest if
any.

(iv) The economic results arising out of the cofiers of a society
belong to the members of that society and shatiseibuted in
such a manner as would avoid one member gaininghet



expense of others. This may be done by decisianeshbers as

follows:
(@ by provision for development of the business of te
operative;

(b) by provision of common services; or
(c) by distribution among the members in proportiortheir
transactions with the society.

(v)  All co-operative societies shall make provisfonthe education
of their members, officers and employees, and ef deneral
public in the principles and techniques of co-opera both
economic and democratic.

(vi)  All co-operative organizations, in order tosbserve the interest
of the members and their communities shall actiw&lyoperate
in every practical way with other co-operativedaaial, national
and international levels, with the aim of unity adtion by co-
operators throughout the world.

The reason for putting the principles in these edea form was to
provide the bases for universal application.

Exercise 7.2

1. State the relevance of expanding the co-operatrugciple in
sentences by the ICA Congress of 1972.

2. Look again very carefully the expanded principles ao-
operation. For each principle, write one word omeaagainst
each.

3.3 The 1995 ICA Manchester Congress

The developments of co-operative principles did teominate with the
1972 congress. The ICA met recently in Manchesthile celebrating
its 100 years of existence, it again reformulateldatwit called the
Centennial principles. In addition to the princgla global definition of
a co-operative was given to the value of co-opesati All these were
necessary so as to give the principles more deythreore life.

3.2.1 Definition of co-operative by the ICA

The 1995 definition of co-operative by the ICA sapsis "an

autonomous association of persons united volugtadl meet their
common economic, social and cultural needs anda&p through a
jointly-owned and democratically controlled entéspt. Obviously, this
is the nominalist approach to the definition ofcaaperative which we
have treated in unit 3 of our first course: Introtilon to co-operation.



Exercise 7.3

Look at the 1995 ICA definition of a co-operativinalyse it and bring
out the elements contained therein.

3.2.2 Co-operative values

Further, the congress brought out values of coaipes which are the
following:

() Self-help;

(i)  Self-responsibility;
(i)  Democracy;

(iv)  Equality; and

(v)  Solidarity

The congress again stated that in the traditiorthefr founders, co-
operative members believe in the ethical valuetafesty, openness,
social responsibility and caring for others.

We have been touching on all these values in ong avathe other.
Now, however, they have been brought out more lgiead sharply.

3.3  The 1995 Principles

The 1995 Congress defined principles as guidelipgswhich co-
operatives put their values into practice. We hasgeseen the values of
co-operatives. Let us now see what the rephrasediples are.

(i) 1st Principle: Voluntary and open membership
Co-operatives are voluntary organizations, operaltopersons
able to use their services and willing to acceptrisponsibilities
of membership without gender, social, racial, it or
religious discrimination.

(ii)  2nd Principle: Democratic member control

Co-operatives are democratic organizations coetioby their
members, who actively participate in setting thsaticies and
making decisions. Men and women serving as elected
representatives are accountable to the memberbhiprimary
co-operatives, members have equal voting righte (member,
one vote) and co-operatives at other levels ae@iganized in a
democratic manner.

(i) 3rd Principle: Member economic participation



(iv)

(vi)

(vii)

3.3.1
(i)
(ii)

(i)

(iv)

Members contribute equitably to, and democraticedigtrol, the
capital of their co-operative. At least, part ofetlcapital is
usually the common property of the co-operative.nMers
usually receive limited compensations, if any onpitd
subscribed as a condition of membership. Membeiscak
surpluses for any or all of the following purposésveloping
their co-operatives, possibly by setting up resgrpart of which
at least will be invisible; benefiting members iroportion to
their transactions with the co-operative, and suppgp other
activities approved by the membership.

4th Principle: Autonomy and independenceCo-operatives are
autonomous, self-help organizations controlledhgrtmembers.
If they enter into agreements with other organore]

including governments or raise capital from extersaurces,
they do so on terms that ensure democratic corityoltheir

members and maintain their co-operative autonomy.

5th Principle: Education, training and information
Co-operatives provide education and training fairttmembers,
elected representatives, managers and employdbatsihey can
contribute effectively to the development of thea-operatives.
They inform the general public, particularly youpgople and
opinion leaders about the nature and benefits -afparation.

6th Principle: Co-operation among co-operatives Co-
operatives serve their members most effectively sinehgthen
the co-operative movement by working together tgholocal,
national, regional and international structures.

7th Principle: Concern for the community

Co-operative work for the sustainable developmehttheir
communities through policies approved by their merab
Features of the 1995 principles

They are more explicitly stated compared to the2li@mciples.

Emphasis on membership participation and benefitiogh the
co-operatives have been stressed throughout theigas.

Autonomy and independence was made a principles Ehito
bring out the importance of this feature of co-apee.

The fifth principle spells out those who receive-agerative



education and training. While the members, elected
representatives, managers and employees receivatemuand
training, the general public, two targets were idiedl: the
young and opinion leaders. If these targets arehesh they will
boost co-operative membership compared for examwle the
aged people.

(v)  Gender sensitivity was observed in the framinghef principles
such as the second principle, 3rd principle amadhgrs.

(vi) The 7th principle is completely new. This demortssathe
relevance of co-operatives not only for grassratggelopment
but at every level of the national economy.

4.0 Conclusion

We have looked at all the reviews of the co-opeeafirinciples since

1937 to the recent one which took place as receh®85. We noted the

reasons for the reviews of the principles that g@erafter each review
exercise.

5.0 Summary

This unit concluded the reviews of the co-operatiwvimciples by the
International Co-operative Organization. We sawthia 1995 review
exercise, the re-statement of co-operative iderggyindicated in the
definition of a cooperative, co-operative valuesd aco-operative
principles. In the rest of the units of the counse, will be examining
these principle one after the other.

6.0 Tutor-marked Assignments

Give reasons why the 1937 principles were revienwe®66.

Explain the features of the 1995 Centennial Priesipf Co-operatives.

7.0 References

Onuoha. E. (1986)Principles of Co-operative Enterprise. Express
Publishing Co., Enugu.
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1.0 Introduction

In our last unit (7) we went through the reviewstlod 1966 and 1972
principles of co-operative. We examined the reagonsghe reviews. |

am sure by now you would have become acquaintdd thvise reasons.
They show that co-operative principles are dynasoi@s to reflect the
changes in the environment, particularly the extesnvironment. We
did see in the centennial meeting of the IntermatioC-operative

Alliance in Manchester, England, the reformulatioh co-operative

principles reflecting the values and elements ofoperatives. The
combination of the values and the elements, statélde principles and
practised by the co-operators and co-operative @dtrators bring out
the identity of co-operatives; they show the badgech every co-

operative must carry.

In this unit and the several ones to come, we dl@kxamining these
principles one after the other. The first princijpdethe voluntary and
open membership. We will be looking at what it ngeand its relevance
to the co-operative and to the members.

2.0 Objectives
By the end of this unit, you should be able to:

1. Explain the meaning of voluntary membership;

2. Describe what is open membership;

3 Show the relevance of voluntary membership to theigal of a
cooperative; and

4. Describe how open membership is practiced in coaipe



management.
3.0 Voluntary Membership

The principle of voluntary membership is based lo@ idea of liberty
which is a distinctive feature of all co-operats@cieties. The principle
means that no person should be forced to join awitbdraw from a
society. Consequently the essence of the princgikrs to decisions of
person to become a member, when they feel thabitldvbe in their
own interest to take over rights and obligationsn&mbership. This is
necessary because co-operatives as organizationautwal self-help
can only exist in the long run, if individuals vabarily accept to
conform to the rules of conduct, prescribed forirtlvellective action.
The force which makes one to voluntarily allow fpoup discipline is
because of a felt need and/or economic reasoning.

You must note that voluntariness does not only miafoin a co-
operative but also the decision to use the co-dperdacilities and
services of the cooperative enterprise. That is whyember of a co-
operative is both owner and user of co-operatieelpect and/or services.
As a result, once he signs the bye-laws of hisetpan the event of
being admitted into a co-operative fold, he hasetga contract and
should abide by it.

Voluntary membership also applies to the co-opezatdciety, both as a
legal entity and as a self-help organization. Thagple means that a
co-operative society that has members, or the exledioard, the
members are free to decide on whom they want t&k wayether with

both now and in the future. This is important besgathe survival of the
co-operatives to a large extent depends on thétgjodlmembership. So
the co-operative should decide whom it can admiteag members. The
co-operative has to carefully go through the ajpgilon, check whether
or not the entry requirements are met and so orthdf prospective
member does not meet the requirements, the cotioyetes the right
to reject the application. The conditions underchhall this can take
place are usually stated in 'the co-operative $pcegistered bye-law'.
For example, a minor, that is, somebody who is Wetlee age of 18
cannot be admitted as a member of a co-operatuietyo

Exercise 8.1
Study the bye-laws of a registered co-operativeiespc List the

conditions for admission as laid down for prospectnembers.

3.1  Open Membership



This principle which is combined with the principlef voluntary
membership make up the first principle of co-ogeest The open
membership principle states that the co-operatiogiety as an
organization is primarily open to all who want te lmembers and
participate in the business of the co-operativevij@admitted members
are free to use all services and facilities ofdbeperative enterprise that
have been built up through the work and effortelder members.

A co-operative society as a self-help organizatien,built on the
solidarity of its members. Consequently, the mosmpgbe join the
society (up to a certain limit) the better are ¢hances for the individual
member and for the group as a whole to achievereiijectives.

3.1.1 Limitation to open membership

Even though we have just noted that the more pempiee to join a co-
operative, the higher the probability that both #woperative and
members will achieve their objectives, there aretétions to this.

0] The objectives can only be achieved if the rigigtetyf people
come together. That is people with the same ecanamerests
and they are willing to make contributions.

(i)  The co-operative is only open to those persons eeimomake use
of the services and facilities. You cannot claimhbe a true
member if you only register as a member and youl t@i
patronize the society.

(i)  When more people come together to form co-operativey
should do so on their own free will, in their ownarest, and for
their own benefit. If they are forced to increaBe humber by
external force, say the government, the momengthernment
backing is no longer there, the co-operative staotslose
membership.

(iv) People are only admitted to a co-operative nvlikey have
fulfilled certain requirements, such as:

age

profession or occupation

residence

human qualities e.g. hardworking, reliable, etc.

apop

(v)  The ability of the co-operative to render a#fict and effective



services is another limitation. If the number idage, the co-operative
may not be able to cope. In such a situation, tiings may occur:
either the society makes an outright rejectionhef application of new
members or it can decide to form another co-operanciety.

3.1.2 Relevance of the principle to co-operativeganization

(i)  The principle of open membership will succeed it tho-
operative has a legal identity. This means, it cogporate body
and is perpetually in existence in spite of thd fhat people join
and people leave in exercise of their freedom. Thine strong
reason why a co-operative society must be regtsténe the
Director of Co-operative Services of a Co-operaapartment
in an appropriate ministry.

(i)  Also every co-operative society should compile amaintain a
register. The register has the list of member$efdo-operative..
At any given time, the list can be verified to kneso is actually
an authentic and active member and those who &re no

(i)  Earlier, we noted in this unithat the effectiveness of a co-
operative to a large extent depends on the quaflitgembership.
This is reflected in the management of the sociBgmember
that there are two important organs in the managemwiea co-
operative society; the general members and the dtbeem
members of the Board of Director (see unit 14 efltitroduction
to Co-operation: Course CPM 101). The general mesnbace a
guorum has been formed take decisions which aiirigron the
others and management must implement.

Similarly, committee members are usually electednfrgeneral
membership. Their offices have powers and they tae
decisions that affect the co-operative society. dilg organ that
can nullify the decision of the committee is thengml
membership.

You can see that since management is a questiomaiing

decision and ensuring that such decisions are mmgahéed in the
overall interest of the business, if the qualitydetisions is poor
because of the poor quality of membership, the merative will

suffer. On the other hand, if sound decisions asgenas a
reflection of the good quality of the members, tweoperative
benefits.

(iv)  Another relevance of the principle has to deal it need for
standard bye-law for every co-operative societys T because
it is practically impossible for a co-operative g to supply



on face to face contact prospective members lookiog
information as to what should constitute their tsgghand
obligations on becoming a member. Similarly, wherembers
are allowed to withdraw in the spirit of the priple, they must
also know the consequences of their withdrawal. & practical
way to give answers to these questions and molte,foamodel
bye-laws that regulate these matters.

(v)  The need for stable reserves arises from this iptancYou may
remember when we were treating sources of fundscter
operatives (unit 12 of course CPM 101: IntroductionCo-
operation) we agreed among other points that redends were
more stable than share capital. This has ariseausecit has
been found that since members can join and withdirem a co-
operative society freely in exercise of this fremgddt might
create instability in share capital with the att@midproblems.
That is why it is now necessary to make provisiamsthe
appropriation account for stable social or floatiogpital on
which the co-operative enterprise can be builtsTikidone by
making it compulsory for every co-operatiye socittybuild up
and maintain a reserve fund.

Exercise 8.2

Highlight the relevance of voluntary membership a&oco-operative
organization.

4.0 Conclusion

We have discussed the principle of voluntary anénomembership
which is the first co-operative principle. This nmiple is based on the
general idea of liberty, and is a characteristic atif co-operative
societies. We were able to see what the principeama and the
relevance to the co-operatives. For better undailsig, we separated
principle into two: voluntary principle and open mmgership principle.

5.0 Summary
We have finished the examination on the first nefaiated principle of
cooperatives — the voluntary and open membershiferd are still

other principles, in fact six more to go. We arkirig the next one
which is on democratic member control.

6.0 Tutor-marked Assignments



1. List the limitations of open membership.
2. Pinpoint the relevance of open membership to aparaiive.
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1.0 Introduction

We finished discussing the first principle of therrent co-operative
principles in unit 8. Remember, we looked at theamneg of the
principle as well as the relevance to the co-operaociety. For proper
understanding we split the principle into two: teluntary Principle
and the Open Membership Principle.

We are taking up again another principle, this tameund, it is the 2nd
principle which deals with the basis of co-opemtmanagement. This is
the principle of Democratic Member Control. Co-cgiemes by their

very nature are democratic organizations contraiigdheir members.
The parties participate in setting their policiesl anaking decisions. All

these issues and more will be examined in this unit

2.0  Objectives

By the end of this unit, you should be able to:

1. Describe the importance of the principle of dembcrenember
control.

2. List the problems of democratic member control.

3. Explain the relevance of democratic member conirolthe

management of a co-operative.

3.0 Importance of the Principles of Democratic Merber Control



This principle can be looked at from the point oéntbcratic
management and control. And it is important for gteicture of co-
operative societies. The importance is in threasare

3.0.1 Self-government

The management and control of a typical co-opesatvganization
means self-government. The members themselveharsupreme and
ultimate authority, competent to decide all impottaatters concerning
the co-operative society. This is reasonable onagsmption that the
members themselves are the ones that initiatedddwe to form the
co-operative, they are the ones making financiatrdautions and other
contribution to the society.

But in a large co-operative organization where memslpoin and leave
the co-operative, it is not practicable for evemgividual member to
participate directly in decision-making and managetmHowever, this
can be done indirectly through expression of vidwsng meetings and
through voting, where decisions are taken by thgnta of members
present.

3.0.2 One man-one vote

In compliance to gender demand, one may call $peet of democratic
member control principle, one member, one votealmo-operative

society, the members come together as persons adredommon needs
but not as investors, who are simply looking fotures on their

investment through higher profits. In a co-opemtigonsisting of

members with their needs, the personal participatibeach member,
that is, using the services and facilities offel®d the co-operative
enterprise, is considered more important thanihantial contributions.

As human beings, there is the equality of all mensib&nd the best way
to ensure equal status for all members is to gaah enember one and
only one vote. This is irrespective of the capdahtributions, duration
of membership or volume of business done with tleomerative

enterprise.

3.0.3 Control and administration of the co-operatte society by
members

This is the third aspect of the principle of denaticr member control.
We have seen the democratic aspect through the@eedrning nature
of co-operative and the one member—one vote inddeesion making
process of co-operative management.

This third aspect of the principle is that the mensithemselves must be



in control of the administration and managementheir own society.
This does not mean that members take over the rearm&ay of the
society themselves; there must be a small groumatwlle this matter.
And this small group that handles the matter mustebected by
members and enjoy members' confidence. This mdeiscommittee
members or what is sometimes referred to as bdadirectors derive
their power and authority by the bye-laws and friii@ members and
general meeting. They act on behalf of the generaibers of the
society, they report to the members and they ac®wtable to the
members.

The members on their own part exercise democratiotral by
informing themselves on all matters concerningdbeiety. They have
the power to criticize or even to dismiss theiicedd representatives and
to replace them with other board members whom ¢taeytrust.

3.0.4 The hired manager and the board of trustees

Where a co-operative organization enters into a phicated and
complex business organization or where a co-operas competing
with other business organizations, there is a tecyleto transfer
responsibility for the management functions inte llands of employed
manager. When this happens, the elected board nmemédorm trustee
functions on behalf of the members and assumeasiedf ensuring that
the interest of the members becomes the primarysfaaf the co-
operative.

3.1 Problems of Democratic Member Control

The principle of democratic member control posesblgms especially
in developing countries like Nigeria. The major lpeons are the
following:

0] The educational standard and the professional cmmpe and
gualification of members of co-operatives are nothsas to
enable the members to carry out democratic proeednd to
exercise democratic control in an effective wayisTis why in
many co-operative societies, the same set of fameseen every
year for more than five years at a stretch. Evearndome of the
officers were accused of corruption, the accusataale little or
no impact.

(i)  Arising from poor educational background of the rbens is the
need to find ways and means to develop membersitgdar
democratic management and control. This is a slovegss of
learning. It will require service and guidance framtside and
under certain conditions. This is why governmentipi@ates in



co-operative management thereby mellowing down the
effectiveness of this principle. "

3.2 Relevance of the Principle to Co-operative Magement

For the principle to work, the general meetingsma&mbers must have
the real position of supreme authority within tleeisty; this is due to
the function usually performed during meetings knmbers.

3.2.1 Functions of general meeting

In pursuance of the principle of the democratic memcontrol, the
members of the co-operatives in a general meetingld at least carry
out the following functions:

0 to make and amend the bye-laws of the society.byeelaws of
the society constitute the very live-wire of theisty and it is the
responsibility of the members to take charge of they
foundation of their society;

(i)  to elect and to dismiss the committee memberseobdard of
directors on what is sometimes referred to as ffieeobearers;
and

(i)  to decide on the final distribution of the@wmic results
(surplus/profit) arising out of the operations lo¢ir society.

The above functions at least must be vested on menduring general
meetings.

3.2.2 Conditions under which the democratic membecontrol can
work

Due to the necessity for this principle in the ngeraent of co-
operatives and the fact that most members of coatipe societies have
poor educational background, certain condition nimgsput in place for
this principle to be effective:

() Outsiders of the co-operative society should néeeallowed to
decide on the matters concerning the functions eimbers
during the general meetings. In fact, there shda@da law that
provides that outside guidance and advice shodd aule, be
given on request either by the society concerneth@munion to
which the society is affiliated.

(i)  The second condition is where government intereentn the
management of co-operative societies is indispésibe level
of intervention should be clearly defined. Alsopsk societies



(ii)

(iv)

(v)

(Vi)

(vii)

that have proved that they can manage their ovairaféhould be
excluded from the interventionists power.

Where a co-operative society want to use public eyofgrants
or/or loans) for their operations, it has to baesteclearly under
what condition this can be done and the conseqsefmethe
society's autonomy. For example, it would be stétetl where a
co-operative society that has received loan fromegument and
fails to pay back the loan completely, governmeat tine right to
nominate a representative to serve on the boarsuoh a co-
operative society.

As a fourth condition, it can be stated thataapre-requisite for
the registration of a new co-operative society, tembers of
such co-operative society must prove to have aedome basic
Knowledge of co-operative work including the exseciof

democratic management and control. It would furtherstated
that the continuous inability of members of a regisd co-

operative society to carry out democratic managénaerd

control should under the situation lead to withdxbwor

cancellation of the registration.

Equal status of members

We have noted the point earlier that there is etyuad every co-
operative member. This constitutes a condition tvigcobserved
that there should be one member, one vote in catper
decisions.

The rights and obligations of every member of aoperative
must be clearly written in the bye laws of the sbciand in the
language that everyone can read and understanslisTto avoid
preferential treatment.

Lastly, where decisions binding on the entire mensip are
taken by majority vote, there should be provisitmgrotect the
minority such as:

. The right to call for extraordinary meeting if réigpd by a
certain percentage of the total membership;

. The right of every member to inspect the minuteskbo
and other relevant documents; and
. The right to contest decisions taken at a genegstimg

under certain situations.

Exercise 9.1



1. List the importance of democratic member controigple.
2. Identify the problems of democratic member control.

4.0 Conclusion

We have looked through the principle of Democrafiember Control
and tried to identify the importance, which is ated on a tripod - self
government, one member - one vote, and controlagimiinistration of
the co-operative. We went further to examine wiaatheof the tripods
stands for. We also saw the problems of Democigmber Control
especially with regard to the educational and msitsnal competence of
members. From here we moved on to see the releanbe principle
to a co-operative organization.

5.0 Summary

Another principle, which is the principle of Dematic Member Control
has been examined. This brings to two the co-operatinciples so far
treated. In unit 10 which is going to be our nemrituwe are going to
treat the 3rd principle which is on: Member Economarticipation.

6.0  Tutor-marked Assignment

Discuss the relevance of Democratic Member Contiol the
management of a co-operative organization.

7.0 Reference
Munkner, D.H (1981)Co-Operative Principles and Co-Operative Law.

Institute for Co-operation in Developing countrié®hilips University
Marburg, Germany.

UNIT 10: 3RD PRINCIPLE-MEMBER ECONOMIC



PARTICIPATION (LIMITED INTEREST ON
CAPITAL)
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1.0 Introduction

Unit 9 examined the co-operative principle of memigemocratic
control and we stressed the importance of the ipimavith regard to
self-government by members concerning the affdirhe society. The
control and administration of the co-operative stycivhich is put in the
hands of the members. All these take place thraighdemocratic
process of arriving at a decision, which is, onaniner, one vote. We
also examined the condition under which the practt this principle
can be carried out stressing that there shouldblmitside interference.

In unit 10, we shall be looking at the principle member economic
participation. Remember that we have been stresgiag it is not

enough to join a co-operative or form one. The memmlmust actively
participate in the affairs of the business. Demiicrmember control
principle only emphasizes the management aspettcthracerns the
members. Member economic participation principlesstes the rights
and obligations towards the economic activitiesthair co-operative.
These activities are many. They contribute equtabl capital, and
democratically control the capital of their bussednd while sharing
the net surplus, members receive limited compemsaif necessary.
They also take other vital decisions necessarytifersurvival of their
co-operative society. Because of the numerousiaesvnvolved in the

observation of this principle, we are going to tsfilinto two: the first

part of the principle which involves limited intsteon capital arising



from members contribution to capital formation gratronage will be
looked into in this unit; thereafter, in unit 11evwshall examine the
distribution of surpluses and other issues reltiat]

2.0  Objectives

By the end of this unit, you should be able to:

1. list the implications of limited interest on capjta
2. analyse the implications; and
3. how the implications affect co-operative business

3.0 The Implications

Limited interest on capital is only one side of twn. This side is only
when members of a co-operative society consideegessary to give a
certain percentage of the surplus to capital. Relpeemsurplus is the
same thing as profit or economic result. The secsig is when

members on their own freewill decide that no indenghatsoever, for
that accounting period should go to capital. Akgl decisions involve
many implications which we must examine. These are:

3.0.1 Co-operative organizations are business enpeises.

3.0.2 Co-operative organizations like all busineggnizations require
money to finance their numerous activities.

3.0.3 Co-operators should be the owners of theierprises through
equity contributions, that is, shareholding.

3.0.4 The management of co-operative should nigt lma effective but
also efficient in order to make profit.

3.0.5 The profit so made, unlike limited liabiligpmpanies, does not
belong only to the shareholders but to also thoke patronize
the cooperative.

3.0.6 Co-operative as a business organizationldgmai only limit the
sourcing of their funds from co-operators; otheurses should
be explored.

3.0.7 Finally, the issue of payment of interest capital is not
obligatory.

These implications of the principles and other teglaissues will be
taken up one after the other.
Exercise 10.1



1. What is limited interest on capital?
2. List the implications of limited interest on cajita

3.1 The Analysis of the Implications
3.1.1 Co-operatives are business organizations

We have been emphasizing this point right fromfast unit in course

CPM 101. Co-operatives are philanthropic or hunaai@h organiza-

tions. A co-operative is a form of business orgaman which is formed

by a group of persons. And these individuals fornteel business in
order to solve their felt needs which each onehefrt can do on his
own. These felt needs are mostly economic needs theeigh there are
also sociological needs as well. Again we haveudised the reasons
why people join or form co-operative societies. Yoay go back to that
unit again if you have forgotten and revised thateots. Co-operative
businesses are formed in almost all sectors ofN&gonal economy,

such as retail and wholesale co-operatives in ik#iltlitive sector,

others in the production sector line are agricaltucooperatives,

housing and banking among others in the serviceoseln fact, any

field of human endeavour co-operatives can be fdrateng the line.

3.1.2 Capital is needed to finance co-operatives

Like other forms of business organizations; capgaleeded to finance
co-operative business. In fact, it is often saidt tmoney is used to
finance the wheel of business organization. Withmoney, a business
organization grinds to a halt and fast too. Moreyeeded to purchase
land, erect buildings, buy motor vehicles and ofirexd assets. Money
is also needed for the short term needs of thepewabives such as
buying supplies, raw materials, oil, lubricantsyipg salaries and wages
and other short term obligations. This is one reasby cooperatives
are organized so that people who cannot providentbaeey through
individual effort can collectively pool their resoes together so that the
felt needs can be resolved.

3.1.3 Members of a co-operative are the owners

The members that initiated and successfully formemb-operative are
also the real owners of the business. They heldssef meetings before
the co-operative was formed. These members aredcat-operators,
and they should participate actively in co-opertibusiness. We
stressed this point in the first and second priesipCo-operatives are
therefore not for the money bags who will just pumpheir money and
expecting streams of income by way of dividendsisTia why right



from the Rochdale equitable pioneers, the origayatem of financing a
co-operative is through members' contributionsyugh the purchase of
shares. These shares are personal and cannotilyetreasferred from

one shareholder to the other. They show two thimgsely: that the

shareholder has demonstrated enough interest onctioperative and
secondly, that the shareholder is entitled to ae viot co-operative

decisions during meetings. However, shareholdensvaghdraw their

shares when they withdraw from the co-operativeetiogr with their

other assets. Shareholding therefore, helps thebeesno regard the co-
operative as their own, and they will actively sogigheir cooperative.
It is also a strong force that pulls the memberpdtronize their co-
operative, they adopt an alert stand on their ceratpve, particularly the
primary co-operatives. They also participate in #ifairs of the co-

operatives unlike those apex co-operative orgapmistsuch as banks
and insurance co-operatives. In these organizatigmegrnment is the
major financier, and as such dictate to these gatipes. Members just
stand by and look and only contented with theeligkrvices given to
them. These co-operatives are called pseudo-c@apes.

3.1.4 Co-operatives should be managed efficiently

This implication is important because if membeles @ receive interest
on the capital they have contributed into the cerapive business, then
the business must be run efficiently. Efficiencytasuse the business
resources so well that after all expenses have bektnacted from the
total income received, there will still be balanttewill now be left for
members to decide how much should be given asesitdp capital
contributed. But if the resources are wrongly usedhbezzled and
wasted, there will be nothing to declare as surplusloss. Under such
situation, nothing comes to capital or to otherare

For efficiency to result, the management of co-apees which involve
the members, committee members or the board ottdne as well as
the hired manager with his staff members must adogdern business
concepts, techniqgues and principles in the managenoé their
enterprise. Such principles and techniques incluflarecasting,
planning, staffing, controlling, directing and Il&ag, break-even point
analysis, among others. All these demand that fipghlprofessionals
should be employed and well rewarded to carry ooHomerative
management without violating the sanctity of th#-gaatonomy nature
of co-operatives. This is not to neglect membedkication. If co-
operatives are to survive intense competition,ni@enbers too must be
educated, not just along the lines of normal edocabut also co-
operative education so that they can carry out foections.

3.1.5 Profit/surplus made goes to members (patrops



In the limited liability companies, in short, inlabther forms of
business, there is the supremacy of capital inniessi decisions and the
sharing of net profits. It is not so in co-operasy

In co-operative, business decisions is based ornwraber one vote
irrespective of the number of shares a membépiding. Netincomes
too do not go to capital alone, because therenisdd interest on capital.
This capital is seen in co-operative business @®lato realize the aim
of co-operation. Capital is a contribution thamade to enable the co-
operative society to get the needed facilitiestther production of goods
and services. The emphasis is on good servicegtob@rs in return for
their investment and not interest.

3.1.6 Sources of funds

We have treated this issue in CPM 101. Howevaes, liardly enough to
stress in our present unit once again that co-tipesashould not limit
their search for funds to contributions from mensbaone. There is the
need to look for other sources such as grantsaarsg! However, loans
with exorbitant interest should not be taken. Taeyburdens capable of
killing the co-operative. But loans from such fical institutions like
Co-operative Bank, the Nigerian Agricultural, Coeogtive and Rural
Development Bank or loans directly from governmemdsally attract
low interest rates. Co-operatives would borrow frsuch banks.

Government grants which do not carry any interatds are better than
loans. Because of the widespread poverty amongstail including
Nigerians particularly in the rural areas, recayigovernment grants
will go a long way to finance co-operative busimsss

3.1.7 Payment of interest is non-obligatory

Remember when we were treating the ICA 1966 fortrara of
principles of co-operatives that one of them cdrtiee clause "... if any"
check it out. The extra phrase is to emphasize ghginent of interest
on capital is not obligatory. This is because, amdhave emphasized it
before, that subscribing capital to co-operativesifess is for the
purpose of building co-operative facilities. Thdaeilities will enable
the co-operative to render good services to menthergby enhancing
co-operative effect. The capital is never intendsdan investment to
attract huge interest. As a result, payment ofr@sieon capital is a
practice which is not observed every year.

4.0 Conclusion



We have treated one part of our third principle:nther economic
participation. We have looked at the limited ingren capital which
may arise as a result of members participatingheirtco-operative
business. On looking at the principle closely, vagv ghat there were
implications which we listed out. Thereafter, analgsis of each
principle was made viz-a-viz co-operative business.

5.0 Summary

We saw the broadness of the 3rd co-operative migicimember
economic participation. And we decided to split grenciple into two.

We handled the first portion under limited interestcapital. We will be
taking the second component in Unit 11 under: sisg8 should be
equitably distributed.

6.0 Tutor-marked Assignments

1. Explain why co-operative business should be effitye
managed.

2. Why is co-operative education necessary in the ingnof co-
operatives?

7.0 Reference

Onuoha, E. (1986)Principles of Co-operative Enterprise. Express
Publishing Co., Enugu.
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1.0 Introduction

In our last unit, we discussed an aspect of membéssnomic
participation in co-operative business. The aspextiscussed was on
limited interest on share capital. We explained twhameans and we
were able to draw out seven implications arisirayrfrit. We carefully
analyzed the implications particularly as they etffihe management of
co-operative business. Our present unit which i 1 will look into
the second side of member economic participatiod,ighas to do with
equitable distribution of surpluses.

Equitable distribution of surpluses must be don¢hwairness and

justice. Already you have seen in our last disarsshat share capital
contributed by members does receive a fixed ratantd@rest. The

members can decide not to pay anything at alltasdst on share capital
but to re-invest the money into their business.itagle distribution of

surpluses ensures that if a net surplus is sedardddy a co-operative,
the money has to be distributed taking severabfaahto consideration.
We shall be looking at these factors together i techniques for
distributing surpluses.

2.0  Objectives



By the end of this unit, you should be able to:

1. Explain the nature of equitable distribution of@uses
2. Describe the techniques of distributing co-opegasiurpluses.
3. Know the difference between co-operative surplus parofit of

other non-co-operative business.
3.0 Nature of Equitable Distribution of Surpluses

Since the economic result or net surplus arisirtgobthe operation of a
society should belong to the co-operative, thatthe members that
formed the society, it should be distributed intsacway as to avoid a
situation where one member is gaining at the ex@eafsothers. If

members have decided to remunerate capital by gayifixed rate on

the share capital contributed by each member wdmaains should then
be equitably distributed to patrons of their societ

The underlining force behind this spirit is equijystice or fair play.

Equality governs the relationship existing betwaéga members in the
co-operative, while equity looks at the economitatiens of each

member with the cooperative business. The essarfegt is that before
the law, all men are equal irrespective of ractibe or social standing.
But the same cannot be said when it comes to edenoatters. This is
because all men cannot be equal in their capaldigpply their native
intelligence either sharpened by education or na@donomic pursuits.
As a result, in co-operative management, whiledtecept of equality
has been taken care of in one-member, one vot& kgl common

sense demands that the concern of equity shoulGdaeessed by
distributing the economic result in accordance roproportion to the
volume of business each member transacted witbdkaperative in the
given period. Put clearly, it shows that in co-@giee business,
members should receive economic results or benefifgoportion to

their contributions. It also demands that peopleush contribute

resources in proportion to services received. Daffiees in contributions
from members are taken into consideration so tbhabme gains at the
expense of others. When this is done, it will farthmotivate the

members to contribute the more so that they canlsdsefit the more.

Exercise 11.1
Give reasons why you should consider it necesdaiy the economic
result of a co-operative enterprise should be shareportionally in

accordance with members transaction with their perative.

3.1 Techniques of Distributing Co-operative Surpls



3.1.1 Difference between patronage refund and edable
distribution of surplus

Before we look at the techniques of distributing #tonomic result of a
co-operative, it is necessary to separate patrorefgad from equitable
distribution of surplus. Patronage refund is ndigatiory but equitable
distribution. Again, one way to achieve equitahblgrebution is through

patronage refund. In other words patronage refaradtool for achieving
equitable distribution of surplus.

3.1.2 The net result of a co-operative society considered to have
been shared equitably through any of the following
techniques

0] The society may decide to retain the net swpl other words,
the society is capitalizing on the net surplus \Wwhigll be used to
expand the society by installing facilities for cmon use. The
decision will also go a long way to build the resms of the
society which can further be used to cover riskaate off some
losses which may occur in the course of doing mssnModern
equipment can be purchased that will facilitate Wk of the
co-operatives. There is nothing wrong in a co-ojpera
purchasing computer units for processing transastipreparing
the final accounts and even assisting in the arsabfsthe final
accounts for decision making.

(i)  The net surplus can be used to set up projeatside the co-
operative society. Such projects that can ben#éfinambers of
the society only or projects that can benefit ndy dhe members
of the society but also the community as a whole Wl be
talking more of such co-operative efforts when we teating
the last principle which is on concern for communExamples
of such projects include: the building and stockedibrary,
constructing access roads for the community, progiclinics
among others.

(i)  The net surplus can be distributed throughl gratronage refund.
We have already said that patronage refund caméenethod of
distributing net surplus and this is one of thdellgnces between
it and net surplus. If patronage refund is usedistribute the net
surplus among members, one way to go about it ishtre it
according to the volume of business each membetraasacted
with the society over the period.

Some members may prefer to get such refunds as cash



immediately. This means that they will withdraw ksumoney
immediately from their co-operatives. Even thoulgéyt have the
right to do this, one effect of such action is thtiay will be

making their society to be short of cash whichowd have used
to expand its business activities. This makes society to have
depleted services and its ability for self finammcis reduced. If
such society wants to expand in future, it is fkéb borrow

money from financial institutions. Such money isialfy with

interest which the society must pay. Another aléwe is for the
members to buy additional shares.

Instead of collecting cash from their co-operatage a way of
patronage refund, there are other options availablethe
members and their co-operative society. They maiddean their
meetings to collect stock of goods from their spcia place of
cash, the value of such goods having the same m@rynet
equivalent with the value of their patronage refufidother way
out is for the members to use the patronage reftmésly more
shares. So, instead of collecting cash, the membédlshave
more shares whose value is equivalent to the ¢esthey ought
to have collected.

You will also note that in the same way that pantpkises or
profits are distributed to members as patronagends, so also
losses can be distributed, according to the levebaironage.
However, the society may decide that on the evkatloss being
declared at the end of the year, such loss mawbed forward.
This means that the society will have to work hatdeoffset the
loss in the net financial year. The loss may algo carried
backward. This means that the profits made in tle®ipus year
which are not part of the reserve funds will beduse offset the
loss. If this is done, the value of the reservesild/dhave been
reduced.

Exercise 11.2

1.

2.

Explain briefly the techniques for distributing n&drplus. For
each technique, explain one implication associafiéit.

In a strictly consumer co-operative society, padige refund is
shared among the members according to the volumerchases
each member has made with the society during thdinig

season. This means that the more goods whose high in

monetary terms that a member buys from his soctbg/,more
money he is going to receive as patronage refund.



Similarly, other co-operative societies that aret monsumer co-

operatives, such as a marketing co-operative socefunds are usually
made according to the volume of produce delivecethé society. For
example, if a marketing co-operative society theslsl with the sale and
marketing of cocoa has declared a surplus/prdfé, management will
look at the quantity of cocoa delivered by each imenduring the year.
The member that delivered the highest quantityh® gociety would

receive the corresponding highest refund. Similatiye member that
sold the least quantity of cocoa to his co-opeeattould receive the
least patronage refund. This is sound and reasen#bls a way of

ensuring that as much as possible, members trarisact business
through their co-operatives and not other chanliledshe middlemen or
the itinerary buying agent.

3.2 The Difference between Co-operative Surplus dnProfit of
Non-Co-operative Business

You will recall that we have been emphasizing riffm our first

course, "Introduction to Co-operation”, that a @e@tive organization
IS a non-business organization. The major point tirangs out this
difference is the distribution of patronage refumdich we have been
discussing now. This is achieved through the foltgnstrategies:

3.2.1 Service at a cost

A co-operative society does its activities throwggivice at a cost. A
consumer co-operative, for example, buys from tharket at the

cheapest source and sells to the members at thailprg market price.

This prevailing market price at which the membeuny brom their co-

operative is temporary. This is because at thedntie trading year,

there must be some adjustments. One of such adjosgms the

patronage refund where the excess payment made whithasing the
goods from the co-operative society is refundetheomember. Such a
practice cannot take place in a non-co-operativ@ness because all
profits go to the owners of the business.

3.2.2 Owners of co-operative are also the patrons

We have said earlier too that the owners of a araijve business are
also the end users of the co-operative servicec@édbperators and co-
operative managers/administrators must bear this nmnd.
Consequently, co-operatives make their surplusitpfidm their own
members. But no one can make a profit out of hifriBeis is why the
principle of profit making separates the ownerlad business from the
customers. This is why as long as co-operative osvaee the end users
of the co-operative services and they cannot maiddit pout of



themselves, the surplus declared must be returmeteim at least in
part. Again, this is one of the reasons why co-aipe surpluses are not
usually taxed by the government. If this is not ¢hse, it will amount to
taxing the income of owners twice. In non-coopemtbusiness, the
surplus or the profit is usually taxed because ashave pointed out
earlier, there is a difference between the ownéthebusiness and the
customers.

4.0 Conclusion

We have looked into the second component of membeamomic
participation, which is another principle of co-ogeve as handed over
by the International Co-operative Alliance (ICA)ot will recall that
the first component was discussed in our unit Ivige that unit again
and bring it in line with what you are presentlydsting. This unit 11
looks at the equitable distribution of surplus. \dié¢ examine how the
surplus should be distributed among the membergtantechniques for
its distribution. We again gave reasons why thé@ukl be patronage
refunds to members.

5.0 Summary

This unit complements unit 10. Together, they codelour discussion
on the members economic participation which is phieciple of co-

operative that we have been examining. We stilehather principles to
treat. And in Unit 12, we are taking another pnahei which is on:

Autonomy and Independence.

6.0  Tutor-marked Assignment

Explain the techniques of equitable distribution safrplus in a co-
operative society. How does the equitable distributof surplus
separates a co-operative society from other noopewative business
organizations?

7.0 Reference
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1.0 Introduction

You may recall when we were treating the definsiai a co-operative
society, we highlighted the key elements that majgea co-operative
society. The point was also emphasized in the dieimgiven by the
International Co-operative Alliance (ICA). Can yatill recollect the
definition? If you cannot give the definition vetiva, you can at least
enumerate these elements that form a co-operaiogety. They
include: autonomy, association, voluntary, econgmsocial, and
cultural needs among others.

In this unit, we are going to treat the autonomy @o-operative society
which is in fact a principle of co-operative as\pded by the ICA. It is
in fact the fourth principle.

In our last unit, we stressed the importance ofitagle distribution of

surplus which together with limited interest on rghaapital constitute
the third principle of co-operative. We looked ke trelevance of the
principle as well as the techniques for distribgtiret surplus. All these
techniques are usually based on members decidimgrg is no outside
interference. This is because a co-operative sogsetin independent
association and the success or failure of the evatiye rests squarely
on the shoulders of the members.

Our present unit that is unit 12 will look into thature of co-operative



autonomy and how autonomy is exercised in the da@ay management
of a co-operative society. Again, the principle afitonomy and
independence will be split. This unit will examitlee nature of co-
operative autonomy and independence, while univill3ook into how
the principle is applied in the management and adhtnation of a co-
operative society.

2.0  Objectives
By the end of this unit, you should be able to:

1. Explain the nature of co-operative autonomy
2. Describe the various ways co-operative autonomgsficted.

3.0 Meaning of Co-operative Autonomy

In our first unit of our first course: Introductido Co-operation (CPM
101), we emphasized that co-operation involvestsd|, self-reliance,
independence and liberty. Consequently, all whathese been saying
concerning the spirit of co-operation can be sunmedrin one word:
autonomy. That is why before people decide to ctogether and form
a co-operative society, the spirit of autonomy sthdae rooted in their
minds and hearts. This is because the plannindnefcb-operative as
well as the general management and administrafidtheoco-operative
rest with them. There is no outside interferencemfrany quarter
whatsoever.

3.0.1 Co-operative autonomy and government

There is always the fear that the autonomy of cerajves cannot be
meaningful in a country where the government does tolerate or
favours or protects the development of autonomowetf-help
organizations of its citizens. But this fear is extreme one because
hardly there is a country where the government moll encourage the
citizens to strive for self-reliance. The degree gbvernment
intervention in the development of co-operativewawer, varies from
one country to the other. In Nigeria, we have alyeaxamined the
relationship existing between co-operatives andeguowment. Can you
still recollect the roles government plays in cexgtive development?

If you have forgotten, you are advised to rereadldist two units of our
course, Introduction to Co-operation (CPM 101).

Exercise 12.1



List the various roles that government plays ine¥ig in order to ensure
cooperative development.

Co-operative autonomy, therefore, strongly emplegsiziemocratic
control, which should not b e violated. Even whatoaoperative society
enters into an agreement with other organizationsises capital from
other sources such as a commercial bank, it does $erms that ensure
this democratic control by members so as to mainitsai co-operative

autonomy. The moment there are outside persorigimanagement of
a co-operative, then the autonomy is diluted esfigcin the planning

and decision making. And when this starts to happesm co-operative

society, the development of self-reliant co-opemtis adversely
affected.

Government in its policy statement should emphasise interest in the
development of strong co-operative societies. Wietassistance they
are giving to the co-operatives should not be takee the autonomy of
co-operatives but on the other hand to strengtteamit Also the

provisions of the laws and regulations governingoperatives should
be to strengthen the autonomy of co-operative orgéons.

3.1 Limitations of Co-operative Autonomy

Autonomy does not exist without limitation. Thattes say that there is
no absolute autonomy. There is always relativeraurty, relative self-
reliance and relative independence for individuatgoups and
accordingly for the co-operatives as well. The matay for co-

operatives is limited in several ways such as:

3.1.1 Social limitation

In a community there are definite patterns that rtfiembers organize
themselves in social activities. Some do it throtlghage grade system,
which means that individuals of an age range ugutiéract in carrying
out some activities. It would be frowned at if agmn outside the age
grade should be a member or interfere in the des/bf the age grade
of which he is not a member. Some communities alltveir
members to associate on the basis of sex; this snéet men come
together to form their own association while thenvem also associate
along similar lines.

From the above, it is clear that if co-operativessgoing to be formed in
such communities as indicated above, the mode swcegion should
also be similar to the patterns that are alreadgxistence, the self-
autonomy of the co-operative notwithstanding.

3.1.2 Economic limitation



Members of co-operative societies cannot embarkaoy economic
activities that are beyond the scope and strenigtineon. For example, a
bricklayer co-operative society cannot wake up weening and decide
that because they have the freedom and libertyrt staaking

pharmaceutical products. The demands for manuiagtupharma-

ceutical products are technically and economida#lyond their means.
Also, a co-operative society especially in the Iran@as is usually an
association of individuals of modest means. In thstribution of

income, members occupy the lower groups. This medhas their

disposable income, that is, the amount of money tta spend after
paying their taxes and savings for the rainy daysisally small. For a
co-operative to call on such members to financeggept that needs
huge amount of money is certainly beyond theirleac

Again, in countries where the state plans for tt@nemy such as Cuba,
the autonomy of a co-operative is weakened. Thisesause at every
point in time, the state or government has alraadpped out what will

be the nature and level of economic activitiesluiding the ones for the
co-operatives. For a capitalist economy like theité¢h States of

America, the degree of freedom is much for indigiduto pursue

economic activities. But again, the ability to emidan such economic
activities depends on the skills available, theoweses that can be
utilized and the laws and regulations regulatingneenic activities.

3.1.3 Political limitation

The government that is in power and the type ofpibidical party pose
some limitations to co-operative autonomy. A sasiglarty as we have
discussed taking Cuba as an example will dictagetype and level of
business activities of the co-operatives. If thevegoment says
education is free and wants to give exercise bérelkesof charge to the
school children, it may ask a co-operative orgdioma that can
undertake it to print such exercise books, evenghdt may like to do
other businesses.

In a capitalist economy, there is freedom to embark different

economic activities and competition is stiff anceke Co-operatives in
such economies may not be able to compete on &suad with the big
organizations even though the liberty is there.

3.1.4 Cultural limitation
The patterns of doing things, the norms, valuediebsystem and

generally the ways of life of a community can paskmitation to co-
operative autonomy. The way of life is somethingtthas been handed



over from generation to generation as a legacyutfiroformal and
informal education. Co-operative cannot changehase overnight. As
a result the business activities that will be erkbdron should comply
with the cultural values of the community. As araewle, in a place
where the eating of pork meat is forbidden, a cerapve society
cannot embark on the production of pork meat foe $a the general
public simply because it has autonomy.

3.1.5 Legal environment

A co-operative society cannot do business outsideptovisions of the
appropriate laws. In Nigeria, we have the Co-ope&zatSocieties

Decrees of 1993 and the various States Co-operdiaws and

Regulations. All these laws contain important psawis that deal with
the registration of co-operative societies, busnesactices of co-
operatives, setting disputes in co-operatives anaihgr provisions. A
co-operative cannot go outside what has been pedvidthese laws and
regulations. At a lower level each co-operativeiedgcalso has its own
bye-laws which again govern its activities. Thevysimns of the bye-
laws must not go contrary to what has been providedn the Co-

operative Decree or the appropriate State Co-aperdtaws and

Regulations. In fact, the co-operative bye-laws deeived from the

State Co-operative Laws and Regulations, whichumm,tare derived
from the Federal Co-operative Decree.

3.1.6 Technological limitation

Technology is simply the manner of doing thingsdh be an advanced
technology or a crude one. Because of researaws)dlogy is always
undergoing changes. As a result, what was the teebhology some
years ago may become out of date today as a sualiprovement and
better ways of doing things. Technology affects &lisiness
organizations including the co-operatives and therenothing co-
operative autonomy can do about it. On the contridagy co-operatives
should seek ways of adapting to current technokgh as the use of
computer system so that they can be more effiegiadtcompetent with
their competitors.

3.1.7 Physical limitation

The physical limitation relaxes to the land argapography, climate,
drainage, vegetation, soil types as they affectstihaces of inputs, the
conversion of inputs to outputs, the location ofibhass and the location
of customers. Consequently, to determine the ty@eEa@nomic activities
by a co-operative is influenced by the physicaliemment. We have
also earlier discussed that a necessary conditiothe formation of a



co-operative society is the physical environmemisTs because where
the environment is harsh, no good roads and thabitdnts are

scattered, bringing them together to form a co-ajpex society is an up
hill tasks.

3.1.8 Demographic limitation

Demography concerns the population of a given atsadistribution
according to sex and the level of concentration. Nafee already noted
that where the population is sparsely distributedyring the inhabitants
of the area to form a co-operative is a problensoAh a community
where most of the inhabitants are old, asking theform a cooperative
that demands physical labour such as group farmmmght prove
difficult; they may not be able to exert themselves

Exercise 12.2

How do the rules of government in Nigeria affect-operative
autonomy?

4.0 Conclusion

We are examining the principle of co-operative aotay and
independence. We looked into the meaning of coaiper autonomy
and the essence of the autonomy to a co-operamanization as a self-
reliant business organization. We also discussat élien though co-
operative autonomy is important, it is never absoluThat is, co-
operative is relative to some environmental factors

There was a discussion on these environmentalriagtbich limit the
autonomy of co-operatives.

5.0 Summary

Our discussions on this unit which centres on theamng and
limitations of co-operative autonomy constitute thist segment of the
subject matter. In our next unit, we shall be catipf the second
segment by looking at how cooperative autonomkeased. We will
also look at some legal p