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INTRODUCTION

Welcome to ARD 308: Principles of Cooperative Hras which is a two

credit unit's degree course for students who hagestered for Bachelor
of Agriculture (B. Agriculture.) Agricultural Ecomoics and Agro-

business. The course will be useful to you in yacedemic pursuit, as
well as in your workplace as agribusiness or farranagers and
administrators. Other students who may desire tsvkabout how to form

and sustain a well managed cooperation among pebglailar interest

would find this course very helpful.

Cooperative Society can be defined as an orgaairatherein people
voluntarily associate together as human beingsherbasis of equality,
to promote common economic interest of themselVagre are many
types of cooperative societies; depending on thangon interest of

members and the set objectives of the society. adiges, like other

business organization is aimed at maximizing gaamftheir business
activities in order to improve the welfare of thesmess owner(s). The
peculiarity of cooperative business is that memhsrsa society are

equally the owners of every business venture oktduety. Cooperators
derive a lot of benefits from the activities of ith&ociety, however, there
are few problems associated with cooperatives.réieroto attain good

management in cooperatives, the guiding cooperatisgies and

principles that curtail the activities of individuemember within the

society are regarded as the foundation upon witiehcooperatives are
built. Also, there are cooperative bye laws puplece to ensure smooth
management of the society. The Director of Cooper&ervices, in each
state of the federation, is the government reptaiga empowered by
law to register, monitor, audit, inspect, disciplinand liquidate

cooperative societies. This course therefore, wquidvide you the

essential knowledge on principles of cooperatiaetces.

COURSE CONTENTS

This course guide is meant to provide you with seagy information
about the course, the nature of the materials yilloevusing and how to
make the best use of the materials towards ensadequate success in
your programme, as well as the practice of cooperabanagement. The
course consists of modules which are subdividedunits. Also included
in this course guide are information on how to mage of your time and
how to tackle the tutor-marked assignments (TMABiclv will be made
available in the assignment file.
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COURSE AIMS

The main aim of the course is to equip you withca@e information on
principles of cooperative practices to enable yaguae sufficient

knowledge to manage and advise cooperative scEidfiige course also
aims at making you have a greater appreciatiohefdle of cooperative
societies in agricultural development and more irtgraly, the benefits
of cooperatives to farmers' welfare.

COURSE OBJECTIVES

For the purpose of achieving the aims set the eduas a set of objectives.
Each unit has specific objectives which are usuallgiluded at the
beginning. You should read these objectives bejore study the unit.
You may wish to refer to them during your studytla# unit to check your
progress. You should always look at the unit objestafter completing
each unit. By doing so, you would be able to locaberr level of
attainment of the objectives of the unit.

Below are the comprehensive objectives of the eass a whole. By
meeting these objectives, you should have achithesdims of the course
as a whole. After going through this course, yoousth be able to:

. Explain the meaning of cooperatives

. Describe the structure of cooperative societies

. Understand history of cooperatives

. Identify types of cooperative societies

. Explain cooperative as a form of business

. Discuss motive and survival of cooperative socsetie

. State advantages and disadvantages of cooperasvesmpared
to other businesses.

. Mention benefits and limitations of agriculturaloperatives.

. identify cooperative as agribusiness ventures

. Explain cooperatives' principles and Values

. Identify cooperative books, records and finances

. Describe cooperative management

WORKING THROUGH THIS COURSE

For you to complete this course successfully, yeuraquired to read the
study units, reference books, and other resoutegsatre related to the
unit which may be provided by the National Openvdrsity of



ARD 308 COURSE GUIDE

Nigeria. Each unit contains self assessment exsrcid also Tutor
Marked Assignment (TMA) which is to be done immeelya and
submitted to your tutorial lecturer/course factitafor assessment. You
will write a final examination upon your completiaf the course. The
course should take you about a total of seventemeksvto complete.
Listed below are all the components of the course.

COURSE EVALUATION

Every unit of this course has an assignment knos/maor Marked
Assessment (TMA) attached to it. You are requicekleep an assignment
file. After every unit the assignment should be eloAt the end of the
course, the evaluation shall be as follows:

Assignment — 30 % Examination — 70%
Total =100%

Out of all the four Tutor Marked Assessment you o, the best three
will be selected to make up to 30% of your assessniée examination
at the end of the course shall cover all aspeth®itourse which would
be 70%.

COURSE MATERIALS

The main components of the course are:

. The Course Guide

. Study Units

. Tutor Marked Assessments

STUDY UNITS

In this course, we have discussed the topic ofcthese content titled
Principles of Cooperative Practices under diffetepics. Based on this,

the following units have been designed for the seur

Modulel Evaluation of Cooper atives especially
farmer, marketing and Purchasing cooper atives

Unit 1 Meaning of Cooperatives
Unit 2 Structure of Cooperatives
Unit 3 History of Cooperatives

Unit 4 Types of Cooperative Societies

Vi
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Module2 Cooperative as a form of business, purpose and
advantages of cooperatives in agriculture as compared
to other businesses

Unit 1 Cooperative as a form of Business

Unit 2 Motive and Survival of Cooperative Socistie

Unit 3 Advantages and Disadvantages of Cooperatises
compared to other businesses.

Unit 4 Benefits and Limitations of Agricultural Gperatives.

Unit 5 Cooperative Agribusiness ventures

Module3 Principles and operating techniques essential for
successful  cooperative activities, limitations and
possibilities for cooperativesin Nigeria

Unit 1 Cooperatives and its Values

Unit 2 Cooperative Principles and Operation Gurdes
Unit 3 Cooperative Books and Records

Unit 4 Loan Management

Unit 5 Cooperative Finance

Unit 6 Cooperative Financial Statement

Module4 Management of Cooperatives

Unit 1 Functions of Cooperative Management
Unit 2 Cooperatives Meetings

Unit 3 Leadership Styles in Cooperative

Unit 4 Cooperative Inspection

Unit 5 Cooperative Audit

Unit 6 Cooperatives Liquidation and Dissolution

The course is divided into four modules that arelenap of a total of
twenty one (21) units. Each unit consists of amitiaiction, objectives,
the main content, self assessment exercises camt/gsimmary, tutor-
marked assignment (TMA), references and other ressu

THE PRESENTATION SCHEDULE

Specific dates for particular activities, such alrsission of assignment
(TMAS), tutorial schedules and examination dates| &ie made available
to you by the School Authority. This will enablewplan your activities

in the same line. The method of submitting yourggsaent and receiving
other course materials shall be stipulated and

Vil
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communicated to you at the appropriate time. Yauikhendeavour not
to be falling behind the schedule whenever it egi

TUTOR-MARKED ASSIGNMENTSTMA)

In doing the Tutor-Marked Assessment, you are f@yaghat you have
learnt in the contents of the study units. TheseiFMarked Assessments
which are many in number are expected to be sudanitt your Tutor for
grading. They constitute 30% of the total scoretier course.

Your answers should be hand-written by you and Ishbe concise.
Leave a margin of 1.5 inches of the side and abolites before the
answer to the next question for tutorial facilitdacomments. Currently,
it should be noted that all TMASs are now online andnore handwritten.

FINAL EXAMINATION AND GRADING

At the end of the course, you will write the fin@tamination. It will

attract the remaining 70%. This brings the totarec¢o 100%.

Utilize the time between finishing the last unitdasitting for the

examination to revise the whole course. You migid it useful to review
TMAs and comment on them before the examinatiom ditnd of course
examination covers information from all parts of ttourse.

HOW TO GET THE MOST FROM THIS COURSE

1 In distance learning, the study units replace thigeausity lecture.
This is one of the great advantages of distanamileg you can
read and work through specially designed study nadseat your
own pace and at a time and place that suits yai Desk of it as
reading the lecture instead of listening to theéuesr. The study
units tell you what you should know and the textemnals or
recommended books.

2. Each of the study units follows a common formag, finst item is
an introduction to the subject matter of the uaimd how a
particular unit is integrated with the other uratsd the course as a
whole. The next to this is a set of learning objexd. These
objectives let you know what you should be ableldo by the
time you have completed the unit. These learningatives are
meant: to guide your study. The moment you finedding a unit,
you must go back and check whether you have acti¢ive
objectives. If you make this a habit, then you withnificantly
improve your chances of passing the course.

3 The main body of the unit guides you through thejuiead
reading from other sources. This will usually biénei from your
reference or from a reading section.

viii
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10.
11.

12.

13.

14.

The following is a practical strategy for workingrough the
course. If you run into any trouble, telephone yioor or visit the
study centre nearest to you. Remember that yoar'subb is to
help you when you need assistance. Do not hesdat®l and ask
your tutor for help.

Read this course guide thoroughly, it is your fisgignment.
Organize a study schedule- design a course overtoeguide
you through the course. Note the time you are drpeto spend
on each unit and how the assignments relate to uthés.
Important information (e.g. details of your tutésiand the date of
the first day of the semester) is available atstiuely center. You
need to gather all information into one place, saglyour diary or
a wall calendar. Whatever method you choose toymeshould
decide on a work schedule and write in your ownesland
schedule for each unit

Once you have created your own study scheduleyeiything to
stay faithful to it. The major reason students fmithat they get
behind with their course work. If you get into deffilties with
your schedule, please let your tutor know befoiis tbo late for
help.

Turn to Unit 1 and read the introduction and thgclives for the
unit.

Assemble the study materials. You will need yodenences and
the unit you are studying at any point in time.

Visit your study centre whenever you need up te dabrmation.
Well before the relevant due dates (about 4 weeKerb due
dates) visit your study centre for your next regdiassignment.
They have been designed to help you meet the ol@scof the
course and therefore, will help you pass the exatian, Submit
all assignments not later than the due date.

Review the objectives for each study unit to canfithat you
have achieved them. If you feel unsure of any ef abjectives,
review the study materials or consult your tutorhat’ you
areconfident that you have achieved a unit's olegbu can start
on the next unit., proceed unit by unit through¢barse and try to
space your study so that you can keep yoursel€badsle.

When you have submitted an assignment to your tidor
marking, do not wait for its return before startmg the next unit.
Keep to your schedule. When the assignment is metiyjrpay
particular attention to your tutor's comments boththe Tutor
Marked Assignment form and the ordinary assignment.

After completing the last unit, review the coursel grepare
yourself for the final examination. Check that ywave achieved
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that unit's objective (listed at the beginning a€le unit) and the course
objectives (listed in the course Guide).

FACILITATORSTUTOR AND TUTORIALS

There are many ways of learning at a distance. Mawun when you
interact with the content in your course matenat jas a student interacts
with the teacher in a conventional institution. Yalso learn when you
are guided through the course. Though you areangiht the course, your
course material is however your teacher and as sochwill not be able
to get answers to any question which may arise fyoor study of the
material. For this reason, apart from the courstenz which you have
received, the delivery of this course is aided ltprial facilitation and
counselling support services. These services areampulsory but you
are encouraged to, maximally, take advantage eshth

A number of hours have been scheduled for thisssguand they form a
part of your learning process; you also have arodppity to receive
face-to-face interaction with your informal faalibr and to receive
answers to questions or classifications which yay imave. Also, you
may contact your tutorial facilitator by telephasree-mail.

As a learner at a distance, you are expected fapeeahead of time by
studying relevant study units, write your questisagis to gain maximum
benefit from tutorial sessions. Information abdu¢ tocation and time
schedule for facilitation will be available at your

study centre.

Note that tutorial sessions are flexible arrangds@etween you and
your tutorial facilitator. You will need to contagbur study centre to
arrange the time schedule for the sessions. Yodualgib need to obtain
your tutorial facilitator's phone number and e-nsddress.

Tutorial sessions are optional, however; partigéigain them provides
tremendous benefits because they provide a foruninferaction and
group discussions which will maximise the isolatimu may experience
as an open and distant learner. This is the ordpod you have to have a
face to face contact with your course facilitatod&o ask questions
which he or she would answer instantly. You caseainy problem you
encounter in the course of your study. To gain nfbgctefit from course
tutorials, prepare a question list before attendimgy classes. You will
learn a lot from participating in the discussiowisur tutorial facilitator
guides you by doing the following things.
I Providing answers to your questions during tutosiessions on
phone or by e-mail
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i. Coordinating group discussions
iii. Providing feedback on your assignments
V. Posing questions to confirm learning outcomes

V. Coordinating,marking and recording  your
assignments/examination score(s)
Vi, Monitoring your progress.

English language is the language of instructiorttice course. The course
material is available both in print and on CD.dtalso on the National
Open University of Nigeria website. However, on ypart, you are to

prepare ahead of time by studying and writing yguestions so as to
maximally benefit from facilitation.

Information about the location and time of factiiba will be available at

your study centre. This is a flexible arrangemestiveen you and your

tutorial facilitator. You should contact your tugrfacilitator whenever:

I you do not understand any part of the study unit;

i. you have difficulty with the self assessment exss]j

iii. you have a question or a problem with an assignnanyour
tutorial facilitator's comments on an assignment wath the
grading of an assignment.

We wish you success in the course and hope thawsibdind it both
interesting and useful.

Thank you.

Xi



MAIN
COURSE
/

CONTENTS
ModUle L 1
Unit 1 Meaning of Cooperatives ..........c..cccoveiiiiiiininennn. 1
Unit 2 Structure of Cooperatives ............ccceeeveiiiiineinnnen. 8
Unit 3 History of Cooperatives............ccoveiviiiiiinienenn . 14
Unit 4 Types of Cooperative Societies.........................19
ModUule 2 27
Unit 1 Cooperative as a form of Business.................... 27
Unit 2 Motive and Survival of Cooperative Socistie...... 32
Unit 3 Advantages and Disadvantages of Cooperatises

compared to other businesses...................o.o . 37
Unit 4 Benefits and Limitations of Agricultural Gperatives. 43
Unit 5 Cooperative Agribusiness ventures.................... 55
ModUule 3 o 63
Unit 1 Cooperatives and its Values.. N XS
Unit 2 Cooperative Principles and Operatlon Gurt@ . 69
Unit 3 Cooperative Books and Records.. R 4
Unit 4 Loan Management...........coveiiii i e 84
Unit 5 Cooperative FInance.............cooeiiviiiiiiiiiin 92
Unit 6 Cooperative Financial Statement...........ccon.... 101
MOdUIE 4 o 109
Unit 1 Functions of Cooperative Management ............. 109
Unit 2 Cooperatives Meetings... . P I <)
Unit 3 Leadership Styles in Cooperatlve e 122
Unit 4 Cooperative INSPeCtion..........cocoviiiiiieiienieeinees 180
Unit 5 Cooperative Audit..........cccoeiviiiiiii e, 138
Unit 6 Cooperatives Liquidation and Dissolution.......... 150







ARD 308 PRINCIPLES OF COOPERATIVE PREES

MODULE 1 MEANING, STRUCTURE, TYPES AND
HISTORY OF COOPERATIVES

Unit 1 Meaning of Cooperatives

Unit 2 Structure of Cooperatives

Unit 3 History of Cooperatives

Unit 4 Types of Cooperative Societies

UNIT 1 MEANING OF COOPERATIVES
CONTENTS

1.0 Introduction

2.0  Objectives

3.0 Main Content
3.1 Definition of Cooperatives
3.2 Why Cooperation?
3.3 Cooperative Societies as a non-Governmental Busines

Organisation

4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment

7.0 References/Further Reading

1.0 INTRODUCTION

The rationale behind the need for cooperationashislief that activities
can be more effectively and economically perforrbgda group rather
than by an individual. Hence, Cooperation was te tock upon which
Cooperatives was built. Therefore, the Cooperasioong people who
had common felt-needs and who could not indiviguatbmpete with
the economically stronger middle and upper clagstalésts in Europe
and Asia developed to Cooperatives. However, inAfreean setting,
native (traditional) form of Cooperatives also deped from the
common felt needs for mutuality beneficial assiseanamong
individuals in performing financial and physicalska which are of
larger magnitude than what an individual can cogl.vor instance in
the South Western part of Nigeriggsusu‘ which is a saving together
arrangement, has the advantage of providing memhignslump sums
of money which can form a useful capital base fwestment and other
expenditure. This is extremely useful where itif§iailt or impossible
for an individual to raise enough capital for trade
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Similarly, "owe" -a working together arrangement, provides the labour
force for a larger scale of production than woutdmally be produced
by an individual.

Other Names for Cooperative Societies are Cooperdtstitutions,
Social Enterprise, Friendly Society, and Mutual &ngations.

2.0 OBJECTIVES

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

. Define Cooperatives;
. Identify the key elements of Cooperatives
. Explain the role of Government in Cooperatives;

. Discuss reasons why people go into cooperation.
3.0 MAIN CONTENT
3.1 Definition of Cooperatives

Cooperative, this is an English word obtained friwo different words
_Co' and_Operate‘._Co' means together with another or many others'.
If _Co'is used as a prefix to the wor@perate' it will give us a word,
_Cooperate* meaningWork Together‘. From the wordCooperate‘ we
get our desired wordCooperative* which meangWilling to cooperate
or work together’. That is to say cooperative dasst involve
compulsion but free-will or personal desires ofgo@is involved in it.

There are many definitions of Cooperatives in ditere. All the
definitions are the same in meaning irrespectivieaf they are worded.
Let us consider some of the definitions: Coopeeatian be defined as
a business owned and controlled by the people vd®its services.
They finance and operate the business or servicethi®ir mutual
benefit. By working together, they can reach arecdiye that would be
unattainable if acting alone (Epetimehin, 2006).

Helm (1968) defines Cooperative Societies as astegd voluntary
association of persons with membership not less t&a persons, with a
common interest formed and operated along democpaiticiples, for

the purpose of economic and social interests adt leasts, to its
members who contribute the capital and manage th&néss so
established by delegating some powers to electedgenent.

A Cooperative can also be viewed as an autonomesscetion of
persons united voluntarily to meet their commonn@coic, social and
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cultural needs and aspirations through jointly-ovaed democratically
controlled enterprises (ICA, 1994).

Cooperatives can be said to be a voluntary orgaoizaithout gender,
social, racial, political or religious discriminati. They are democratic
organizations controlled by their members who a&tyivparticipate in
management decisions and policies (Birchall 1998).

International Labour Organization (ILO) has defireedooperative as an
association of persons who have voluntarily joitegether to achieve a
common end through the formation of a democraticalbntrolled
organization making equitable contributions to tagital required and
accepting a fair share of the risks and benefithef undertaking in
which the members actively participate.

Cooperatives can also be defined as institutiohiwivhose framework
Cooperation or joint activities by people take pla a formalized, long
term, deliberate aids, to a great extent, spetifim in the social and
especially economic spheres of human endeavour\@n(k990).

From the above explanations, a Cooperative Socetybe defined in a
simple language as an organisation wherein peaplentarily associate
together as human beings, on the basis of equadifgromote common
economic interest of themselves.

For the purpose of clarity let us consider someweyds and phrases in
the definition:

I Organisation

i. Voluntary Association

il. Human being

V. Basis of Equality

V. Promotion of Common Economic Interest
vi.  Themselves (the members)

(1) Organisation: A cooperative Society cannot justsiexinless a
person or a group of individuals who knows its imipoce
educates the neighbour or co-workers and makestetio bring
them together to form a society. So it has to bgawized by
somebody who has a cooperative vision and knowsaikse in
the community.

(i)  Voluntary Association: Although the formation ofglsociety is
to be initiated by a person or group of persons,nyembership
must be voluntary. Interested persons join of toain free will.
Cooperative Society must not be joined by or caoerci
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membership should be flexible so that people caelyrcome in or
withdraw when they feel like.

(i)

(iv)

(v)

(Vi)

Human Beings: Cooperative Society is expected ta dathering
of human beings, and not of animals. Only peoplé wjood
characters and acceptable behaviour can practesdetiets of
Cooperatives. Whenever a bad head is admittedah saciety,
its progress would be retarded. Therefore, a menabeany
Cooperative Society should not be selfish nor Hesiar motive
to defraud others. Rather he should be consideabtays ready
to help others so that he too could be helped tirdbe spirit of
cooperation

Basis of Equality: This is to say that cooperatmembers are
equal irrespective of their sex, age, status ortipasin the
community, religious belief, tribe and so on. Thactf that
somebody has some assets more than other membete in
society does not give him a control over themslaimatter of
_one man one vote', even if one is an officer of sbeiety. Any
decision taken by theCommittee members' must be ratified by
the General Meeting before it could be enforcede General
Meeting has the final say, not any individual.

Promotion of Common Economic Interest: The memisasuld
know that this is their common goal and should jbiands
together to achieve it. All members must make soat none of
them suffers economically. For example, in CICS &iCS,
loans are to be approved for productive purposg. dviembers
should not divert the loan to unproductive used,rather work
hard to ensure repayment so other members can ibenef
Cooperative Society members would not find things hard
even when the economy is bad if they are hardwgrkimd loyal
to their society. On the other hand, Committee memtshould
know the financial condition of any member whenalpplies for
a loan, and they should counsel him properly onpreposed
investment in order to avoid bankruptcy.

Themselves (i.e the members): As many people as Wwilingly
joined a Cooperative Society should enjoy its bésieThough
the benefits may affect the neighbourhood posifiwedt these
benefits are initially meant for the members.

SELF-ASSESSMENT EXERCISE

Define Cooperatives
Itemize key words in your definition
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3.2 Why Cooperation?

There are many reasons why people go into coopetatiou may
probably ask yourself such question_&ghy do | cooperate with others
to achieve certain goals*? The answer to this guess found in the
essence of Cooperatives. According to Adelaja (L9@60peration
between individuals has the following essence:

(1) The desire to improve individual socio-economic ipos, and
expectation of increased socio-economic benefits;

(i)  The desire to increase returns on factors of pricalud¢hrough
more efficient utilisation and the adoption techugg

(i)  The belief that one is more secured socio-econdiyigader the
umbrella of a group/co-operative;

(iv)  The urge to tap economics of scale

(v)  The urge to maximize services rendered through@adion with
others - production, storage, marketing etc

(vi) The urge to render more mutual and selfless sexvioethe
immediate community

(vii) The urge to overcome individual shortcomings d an

weaknesses
(viii) The urge to effect some corrections in current kefatendencies
through collective action which lends greater

negotiating/bargaining power to the group

(ix) The urge to supplement/complement Government eff@it
providing welfare infrastructure and services ahd tfurther
attract Government favours

(x)  The urge to spread business risks and reduce dudiviosses in
case of any business failure

(xi)  The urge to research and tap the fruit of researeltech could
be expensive or be out of reach of individuals.

SELF-ASSESSMENT EXERCISE
Mention ten reasons why people go into cooperation.

3.3 Cooperative Societies as a Non-Governmental Busirges
Organisation

Cooperative society has always been formed andbgurndividuals
within the society who have common interest. Inaagbe countries like
USA, Isreal and Europe; the responsibility of fangiand running a
Cooperative society is solely lies on the membefsthe public.
Government only register the societies, just likg ather business, and
provide them with enabling environment in ordethove well.
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Although in Nigeria members of the public, like wHaappen in the
advance countries, form and run the Cooperativesy Bre also solely
responsible for the finance, management, contrdl decision making
of the Cooperative. They are non-governmental asgdion. Unlike the
advance countries, Government induces and molpks®ple to form

Cooperatives. Beyond formation, through the migisif Community

Development and Cooperatives, government officadsise, register,
educate and control the members to enable thenthmusocieties well;
government plays supervisory role.

Whenever there is any mismanagement, misapprapriaif fund by
some enemies of Cooperation, Government officeesdaty bound to
descend on the perpetrators heavily. This may trésutuspension of
corrupt committee members and forceful recovery ladns from
defaulted members.

4.0 CONCLUSION

In this unit, which is our very first one, we hagiscussed how people
voluntarily associate within a framework called @emmtives, relate on
equal basis and engage in activities that will pyamtheir common
economic interest as well as improve individualfese. The association
is financed solely by it members; it is nongoverntaé

5.0 SUMMARY

During the course of this unit, we have learnt @abibe definition of
cooperative, the role play by Government in Coopperdormation and
management, we also studied classes of Coopefabivieties as well as
Cooperative organisational structure.

6.0 TUTOR-MARKED ASSIGNMENT

1. Briefly explain the following:
I Cooperatives
i. Cooperative Societies as a non Governmental Busines
Organisation
2. Enumerate the essentials of cooperatives.
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UNIT 2 STRUCTURE OF COOPERATIVES
CONTENTS

1.0 Introduction
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1.0 INTRODUCTION

When considering the structure of cooperative s@sen Nigeria, you
would be put through different cadre of societieshs as primary,
secondary and tertiary organizations. You will alsarn how these
organizations link together, either by functioreaof operations, sector
of the economy they belong and so on.

2.0 OBJECTIVES
By the end of this unit, you will be able to:

. Distinguish different classes of Cooperative Soeset
. Organisational structure of Cooperative Societies.

3.0 MAIN CONTENT

3.1 Structure of Cooperative Societies

When considering the structure of cooperative siegen Nigeria, we
shall consider different classes of Cooperative i€&gc and
Organizational Structure of Cooperative Societies

3.1.1 Classification of Cooperatives

There are many ways you can classify cooperativis. best way to
categorize is by basing it on one major criteribra dme. You need to
read carefully as we classify Cooperatives basedthen following
criteria:
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(@)

(b)

(c)
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Classification according Legal status of the Coopatives
You can categorize Cooperative on legal statusHhscking by
examining certain indicators.

(i)

(ii)

Registered Cooperatives These are Societies that have
been formally registered with the appropriate legal

authorities.

Unregistered Cooperatives These are Societies which,
unlike the registered ones, have not been formally

registered with the appropriate legal bodies.

Classification according to the Type of Liability

(i)

(ii)

(i)

Liability limited by shares: the joint liability of the
member in the event of liquidation is limited teethalue
of the shares held by the member irrespective pfcdner
outstanding debts of the cooperative

liability limited by guarantee: the joint liability of the
member is limited not simply to the value of thearss
held by the member, but to the value of a speciéiad
mutually agreed multiple, (e.g. 5 times) of theuealof
shares held. The member thus agrees to lose nyttlosl

value of the shares held, but also guarantees efurth

payments to the tune of additional five times théug of

shares held by him as a maximum, irrespective gf an

other debts of the co-operative still outstanding
Unlimited liability: the liability of the member (jointly
and severally) is not limited beforehand to anyctpe
amount and, furthermore, each member can
individually held liable for all the outstandinglite of the
cooperative. This can mean loss of all the asskethe
individual member held both inside and outside tloe
operative. Although the extent of this form of liél can
be said to be "limited" to the total size of thastanding
debts of the co-operative, in the sense referretete,
whereas the limit of the material/monetary valuetlod
liability is known before hand in the first two ess this is
not so in this case.

Classification according to Area Covered

Cooperatives can also be classified according teelleof
cooperation or area covered as primary cooperatvel
secondary cooperatives.

Primary Cooperativesare the cooperatives in the rural areas.

be
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(d)

()

(f)

10

Secondary Cooperativesare the Cooperatives that cover larger
areas than the Primary Cooperatives. SecondaryeZatiyes are
divisible into the tiers explained below:

The first, second, third and fourth tiers of Seeoyd
Cooperatives cover the districts, regions or stabegions and
international geographical boundaries respectively.

Classification according to Purposes

Cooperatives can also be classified according & tyipes of
functions they perform. Base on this we have Siriglgpose
Cooperatives and Multi-Purpose Cooperatives.

I Single Purpose Cooperativeare the cooperatives formed
to perform specific duties. For example Agricultura
produce cooperatives, Agricultural supply coopees]
and Agricultural Marketing Cooperatives.

i. Multi -Purpose Cooperativesare the cooperatives that
perform more than one functions. An example of Mult
Purpose Cooperatives is Credit, Thrift and Multriftise
Cooperative Societies; and Cooperative Banks.

Classification by Function

I Service CooperativesThese are societies responsible for
procurement, marketing and expansion services, loan
disbursement, sales of consumer goods and members
education.

i. Producer Cooperatives: The producer cooperatives
objectives are to promote the use of modern tecigyol
and contribute to national development through
production.

Sector of the National Economy:This classification is based on

the sector of the economy in which the cooperataregngaged.

I Agricultural Cooperative: All Cooperatives that engage
in activities within agricultural sector.

i. Industrial Cooperative: These societies engage in small-
scale Industrial sub-sector.

il. Trading/Wholesale/Retail Cooperative: These societies
engage in the trading sector of the economy.

V. Service Cooperative:They engage in the service sector
e.g Banking, Health etc
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() Cooperatives by ownership structure

(1) Centralized cooperatives: Centralized cooperatives are owned
directly by their members and are typically locathwa single
branch. Many cooperatives in Nigeria are centrdlize
cooperatives. State and national cooperatives mayp ae
centralized, although it is not as common. Largent@lized
cooperatives may have several branches or retdietsubut
operational control and authority are centralizetd tae
headquarters of the cooperative.

(i)  Federated cooperatives: A federated cooperative is a
cooperative owned and controlled by other cooperati Local
cooperatives elect, through their board or electelgégates, the
board of the federated state/national cooperaBoard directors
at the state level typically represent geograpistridts weighted
by the number of local cooperatives in a given area

(i) Hybrid cooperatives: Some large cooperatives have both
centralized and federated features. In these catipes, called
combination or mixed, both individuals and autonasio
cooperatives are direct members.

SELF-ASSESSMENT EXERCISE
Distinguish between the following:

I Single purpose and multipurpose Cooperatives
i. Service cooperatives and Producer Cooperatives
il. Limited liability by share and Limited liability bguarantee

3.1.2 Organizational Structure of Cooperatives

Organizational Structure of Cooperative Societieseans the
arrangement of the components or membership oferatipe societies
in Nigeria in order of superiority.

(@) Primary Cooperative Societies

Members of primary Societies are individuals wheoehdecided
to become members in the organisation voluntafilyey appear
in two forms. One form is a situation whereby tinelividual
members already has his/her individual enterpriséusiness.
Such member use the services render by the Cooertat
expand his/her existing business.Example of suchefiie
includes giving loans, advice and supplying farnpuin to
members.

11
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The other form is a situation whereby the membeitkectively
or jointly run a business enterprise and the benekrived from
this is for the members in general or as a growantple of this
could be found when members of a society engagmliactive
farming. Examples of Primary cooperative Societiss Farmers
Cooperative  societies, Consumer Cooperative sesieti
Cooperative thrift and Credit Societies e.t.c. Hdrimary
Societies to be able to carry out above-mentionedtions, they
must be financed by their members.

(b)  Secondary Cooperative Societies.

Members of Secondary Cooperative Societies are ocatp
bodies or primary cooperative societies. When Rynsacieties
join together, they become an association which affijyate to a
secondary society or a union. The union rendergices to
primary Societies as primary Societies render eesvito
individuals. Such services that are rendered tmgmy societies
by secondary ones include among others, givingcagubans,
grants, keeping the books and records of primargieies
affiliated to them. Secondary Cooperative Societiage
financially supported by their affiliated primargceties.

(C) Tertiary Cooperative Societies or Apex Organiation.
Secondary Societies or Unions form Tertiary Coojpera
societies. An Apex Organisation is formed to rendetter
services to Secondary Societies. Areas where Tersiacieties
useful to Secondary Societies include promotioneddication,
representing the affiliates nationally and intéiorally, linking
with the government and so on.

There are three types of Apex Organisations. Th&t type is the
national apex Organisation. Examples of this are @ooperative
Federation of Nigeria (CFN), and National Assooiatbf Cooperative
Credit Union of Nigeria (NACCUN). The second tyethe regional
Apex Organisation. Examples of this are: Coopeeati@upply

Association (CSA), Association of Nigerian Coopemat Exporters

(ANCE). The Third type is the State Apex Coopemtidrganisations.
Examples are state Cooperative Federation like $&jate Cooperative
Federation, Ogun State Cooperative Federation, reede of Kano

State Cooperative e.t.c.

SELF-ASSESSMENT EXERCISE

Name the three tiers in cooperative organizatistralcture

12
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4.0 CONCLUSION

In this unit, which is second one, we have disadisgenerally the
structure of Cooperatives. We also discussed theusacomponents of
Cooperatives and identified the key elements inddinition. We also
compared the role play by Government in developedd a
underdeveloped countries in formation and managémen
Cooperatives. Methods of classifying Cooperatives wlso discussed
in order to be able to categorize Cooperativesn&mn, Secondary and
Tertiary Cooperative Societies and how they relatecierarch and
function were also discussed

5.0 SUMMARY

During the course of this unit, we have learnt @abibe definition of
cooperative, the role play by Government in Cooperdormation and
management. We also studied classes of Cooperatueeties as well
as Cooperative organisational structure.

6.0 TUTOR-MARKED ASSIGNMENT

1 Mention various classes of Cooperative Societies
2. Distinguish between the  Primary, Secondary and
Tertiary Cooperative Societies in Nigeria.
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1.0 INTRODUCTION

Co-operatives had existed in various forms in attgof the world since
man started to live in groups. Man had learnt taperate with others
with whom he lived to carry difficult physical oinfincial burdens
together to reduce the weight on individuals. Eribs of such forms of
co-operation existed in ancient Rome, China ande&reduring the
early times, the Middle ages, the Christian era, Iglamic era, and in
recent history.

In Nigeria, indigenous forms of co-operation haxested and survived
to the present day under different names. In Yotahd, some forms of
co-operation are called "Owe" and 'aaro' which @reperative forms
used to share physical work burdens among the nrsm@e¢her forms
are called "ajo" or "esusu™ e+Adashil in which members co-operate to
solve financial problems together.

But these forms of mutual assistance are not catiges in the strict
sense of the word. Since they are based on redproou help me
today and | help you tomorrow), they may be calledituals”. They are
pre-literate, informal, fragile and temporary atiés. They are not
project-oriented. They are not permanent instingidor the regular
production of goods and services. They are nostegad! They have no
written bye-laws or accounting records. They have capital
investment, no recurrent expenditure, and no peemiénhired staff.

On the other hand, modern co-operatives are forroahtractual

organizations engaging in business undertakingshith men, money
and materials are employed on a permanent basihéoproduction of
goods and/or services. They are registered in lagvkE@sed on sound
principles and written records. Modern co-operatiae essentially
business enterprises.

14
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2.0 OBJECTIVES
By the end of this unit, you will be able to:

. Discuss the history of the modern Cooperatives
. Describe the development of Cooperatives in Nigeria

3.0 MAIN CONTENT

3.1 Origins of the Modern Cooperative

A fire insurance cooperative was organized in the id the early
1700s. In France, around 1750, a group of cheesema@athered to
form a cooperative, undoubtedly the first consu@operative in the
developed world. During this period, there were soaitempts to
initiate cooperative banking or credit institutiomsGermany. By 1830
there were 300 cooperative societies officiallyograzed in the UK,
and the first Congress of Cooperatives met in tKeity1831. One of
the first known cooperatives in the United States wthe Philadelphia
Contributorship, a mutual insurance company foundedl752 by
Benjamin Franklin. Contributorships were comparneged in equal
shares by a large number of business people, meschand
professionals to indemnify each other in case @& &nd other natural
catastrophes which had plagued the large citieBurope and in the
New World.

Also in the mid-eighteenth century, a group of ErenEnglish, and
German social and political activists designed mitthted a number of
cooperative communities.

Phillipe Buchez, Etienne Cabet, and Francois M&tharles Fourier in
France experimented with cooperative communitiesid@d mostly on
utopian principles. Later Robert Owen and Williarhompson, social
reformers in Britain, both tried their hands at amiging cooperative
communities. Hans Criger in Germany wrote and wobrken

cooperative ideals with the strong conviction teatiety ought to be
designed not with self-interest as its base buh aith in the—ideal

good in human nature. In 1825 Owen established hisl idéapian

community of New Harmony, Indiana, in the US. Ewéiough New
Harmony failed, probably due to financial mismamagat, the idea
caught on and cooperatives were formed by the Hralss

In 1844, toward the end of the industrial revolatand almost 100 years
after the first fire insurance and cheese makingpecatives were
formed, a group of 28 weavers in the industrial roef Rochdale,

England, established a small cooperatively ownetdhat sold a few

15
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necessities and, later, entire shelves of weawaspplies, food, and
agricultural products. Spurred on by having bedeved of their jobs
by their local manufacturing company and after asugcessful strike,
the 28 weavers pooled 140 British pounds and begmarchasing
oatmeal, sugar, butter, and flour. They codifiegirtexperience in the
—Rochdale Principles of Cooperationl that have been amended over
time and are now the—Principles of the International Cooperative
Alliance (ICA)l and became the foundation for modern day Cooperati
Societies.

3.2 Historical Background of Nigerian Cooperatives

The foundations of Co-operative organization in éMig are generally
thought to have been laid in the period betweenfiis¢ and-second
World wars, and more especially in the mid - 193@h the passing,
by the colonial administration of the co-operatsaeieties ordinance of
1935. However, prior to this, there had been sisfaesttempts, not
only by the colonial government but also by indiges groups, to form
what might be regarded in some cases as 'pre-capfEesocieties’.

Prominent among the early indigenous groups were Ibadan
Agricultural Society (1904), the Agege Planters'idsin(founded in

1907) and the Egba Farmer's Association (1910)sdweganisations
were founded, in the major cocoa growing areas igiefin, wholly

independent of government support or initiative.

The period 1935 marked a major era in the developmiethe Nigerian
Co-operative. In that year, the co-operative ondegawas enacted and
the movement became formalized and consolidated. Nigeria Co-
operative Ordinance of 1935, and the RegulationciwHpllowed in
1936, have formed the basis for Co-operative deweémt in Nigeria
until the present time. The ordinance created aiajp@ed branch of the
secretariat knowledgeable on co-operative matldrs.branch is headed
by the Registrar of Co-operative Societies who @hferred with
considerable executive power over societies. ThgidRar of Co-
operative Societies could register, audit, inspeald inquiries on, settle
disputes among Co-operatives. He could also ligaidansuccessful
registered Co-operatives.

In addition, the ordinance gave the co-operativa@eti@s that achieved
registration under the ordinance a legal entitysthafe guarding their
own interest and those of the public business &etiens in which the
societies were involved.

Major Haig, the first Registrar of Co-operative #ties for Nigeria,
established the Co-operative office at Moor Plaomatibadan, with a

16
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small number of Nigerian Staff and he took ovenfrthe Department of
Agriculture the Supervision of the Societies. Thetftask of the new
Registrar was to re-organise the cocoa farmergtsee and the Ibadan
Union. Besides, the two major objectives originaiyned at were the
improvement in the quality of cocoa and market mafo Other

objectives, included: the establishment of a soaretlit system, the
encouragement of savings deposit by members antbskering of Co-

operative spirit in the societies. The second tsthe Registrar was to
bring the societies under the protection of the.ldlus, in August

1937, the Gbedun Co-operative Cocoa Sales Socetgnhe the first
primary society to be registered, while the Ibadamnoperative Cocoa
Marketing Union became the secondary society tordgstered in

February, 1937. By 1943, the First Co-operativaniing Institute in the

Western part of the country, the Federal Co-operattollege, was
established in Ibadan.

SELF-ASSESSMENT EXERCISE

I Relate the association of 28 weavers in Rochdalglaad, 1844
to the modern day cooperatives.
i. List the functions of the first Registrar of Cooptve in Nigeria

4.0 CONCLUSION

This unit has provided an understanding of theilorgg the modern day
Cooperatives. We have learnt that although differéorms of
Cooperation existed in Nigeria since undated pasth® modern forms
of co-operatives started in England in 1844 when ghor faced very
serious economic hardship, and a group of 28 cnafts decided to
come together to find ways of making their conaitidoetter. The group
later became known as the Rochdale Pioneer So¢RBS). They
established regulations to guide their operatidihese regulations soon
evolved into ten principles which became the fotiotia of modern-
day Co-operative societies.

5.0 SUMMARY

In this unit have been able to trace the origirCobperatives from the
1700s when the first formal Cooperative startedeitelopment over the
years, to the formation of the modern day Coopezati In 1844, we
learned that a group of 28 weavers in the town etHale, England,
establisheda Cooperative.The Cooperativewas guided by -Rochdale
Principles of Cooperatidrwhich was later transformed to the modern
day Cooperative principles.

17
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6.0 TUTOR-MARKED ASSIGNMENT

=

Discuss the origin of the Modern day Cooperatives.
2. Describe the historical background of the Coopeestiin
Nigeria.
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1.0 INTRODUCTION

In the previous units, you learnt that Cooperaiven association of
people who use a common force to achieve a comnuat i a
democratic way. This association that is Coopegagwof various types.
The formation of any kind of Cooperative therefodepends on the
various type of activities and interests of thegéeaonvolved. While the
interests form the basis of the class of each qadipe type, the human
activities dictate the specific type.

2.0 OBJECTIVES

By the end of this unit you will be able to:

. Explain the types of Cooperative Societies

. Identify the common interest of people involved various
Cooperatives types.

3.0 MAIN CONTENT

Let us consider ten basic types of co-operativeietes; you may

probably be familiar with some of them. These diese cut across
agricultural and non - agricultural concerns.
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They include:

o Agricultural Cooperative Societies

o Produce and marketing Cooperative Societies Consume
Cooperative Societies

. Thrift and credit Cooperative Societies Industizvelopment

Cooperative Societies Multipurpose Cooperative &@s
Marketing Cooperative Societies

. Cooperative Investment and Credit Societies Bugdiand
Housing Cooperative  societies  Artisan/Salary  Eaner
Cooperative Societies

o You can think of any Cooperative society, it wotlave had it
foundation in at least one of these basic types.

3.1 Agricultural Cooperative Societies

Agricultural Cooperative societies are farmers Quafives formed
basically to promote agricultural production amangmbers. This type
of Cooperative is particularly important in the evhdwindling farm

resources, especially labour. Members pool ressuicallow for easy
procurement of farm inputs and improved technoltayyproduction of

food crops on individuals* farms. In some instanceembers could
jointly own large farms on which they joint work specific days. They
can also organise group works on individuals' faomgotational basis.
There could also be arrangements whereby memlsers’ products are
marketed collectively as a way of attracting relaiy higher uniform

product prices.

In agriculture, there are broadly three types ajpavatives: a machinery
pool, a manufacturing/marketing cooperative, acdeait union.

(1) Machinery Pool: A family farm may be too small to justify the
purchase of expensive farm machinery, which mayprig used
irregularly, say only during harvest; instead |oieamers may get
together to form a machinery pool that purchasesntcessary
equipment for all the members to use.

(i)  Manufacturing/marketing cooperative: A farm does not
always have the means of transportation neceseamefivering
its produce to the market, or else the small voluofeits
production may put it in an unfavourable negot@tiposition
with respect to intermediaries and wholesalergaperative will
act as an integrator, collecting the output from nrhbers,
sometimes undertaking manufacturing, and deliveiting large
aggregated quantities downstream through the magket
channels.
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(i) Credit Union: Farmers, especially in developing countries, can
be charged relatively high interest rates by conemakbanks, or
even not available for farmers to access. Whenigiroy loans,
these banks are often mindful of high transactiost< on small
loans, or may be refused credit altogether duadk of collateral
- something very acute in developing countries. pfovide a
source of credit, farmers can group together furl@é can be
loaned out to members. Alternatively, the credibancan raise
loans at better rates from commercial banks dueth®
cooperative having a larger associative size thanndividual
farmer. Often members of a credit union will pravichutual or
peer-pressure guarantees for repayment of loanssome
instances, manufacturing/marketing cooperatives haase credit
unions as part of their broader business. Suctpproach allows
farmers to have a more direct access to critiaah fimputs, such
as seeds and implements. The loans for these igpatsepaid
when the farmer sends produce to the manufactunizggeting
cooperative.

The formation of agricultural cooperatives in Bintebegan between
1867 and 1880 when agricultural and horticulturabpmeratives were
formed for selling supplies to farmer members. Thisd of

cooperatives has also been reported to be suctessfteland. The
activities of the early formed agricultural coopgeras in England
(1901) and Scotland (1905) consisted mainly of s#leagricultural

inputs such as fertilizers as well as foodstuffthtgir members.

In Nigeria, as you have learnt in the earlier uthie early forms of
agricultural co-operatives were in form of work gps known as "Aaro”
and "Owe" in Yorubaland, "Mgba-Olu" among the Ighbaad "Gayya"
in Hausaland. All these are efforts to pool humasources to do some
tasks that could not have been possibly or easiheddy an individual
farmer.

The first attempt to modernise cooperation amongeNan farmers
came in form of the formation of farmers union igelye called Agege
Planters Union (A.P.U) among cocoa farmers in 19De farmers
arrived at this union through their resolution toop their resources
together to save their economic life. Prominent mgnthe objectives of
the union were, to educate members on measuresigoove cocoa
quality, labour supply, provide credit facilitice members, construct
and/or improve roads for easy transportation ofdpoe to buying
centres, and to arrange for the direct sale of ymtsd abroad. The
activities of the union later spread to Abeokutaoagh Egba farmers
union and to Ibadan Agricultural society. The sbeg have achieved
tremendous success which led to the large andasitrg number of
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agricultural co-operatives in existence in Nigeti@day. This is
supported by the fact that over 60% of the Nigepapulation is still
involved in agriculture which makes the economygddy agrarian.

3.2 Produce and Marketing Cooperative Societies

Produce and marketing cooperatives were the fips bf cooperative in
Nigeria. They assist members in production and etar§ of cash
crops like cocoa, kola, coffee, cotton, rubberprpall and palm-kernel.
Areas of assistance include joint procurement ptiis and implements
like chemicals, seeds, spraying pumps, etc. as wasllin some
processing, sorting and grading of crop produce.

The cooperative societies are at vantage posiiioriulk handling of
the produce, exercising strong bargaining power poces of the
produce during and outside production seasons,edlsas eliminating
middlemen who often reap the greater percentagéh@fproducers'
(farmers') benefits. They are also able to relath wsommodity boards
and other agencies on behalf of the producersriantial and technical
assistance towards their farm production. The catpe's activities of
guaranteeing good commodity prices act as incertbvehe timers to
increase their production. Because of the naturénaf activities, they
are mostly based in rural areas.

3.3 Consumer Cooperative Societies

Consumer cooperatives assist their members to progoods and
services at reasonable prices. They are often edgegbulk purchase
of consumer items which are re-sold to their memlagrprices usually
lower than those prevailing in the open market. Tage quantity

purchases make for relatively lower unit pricesscAbs groups, they
have access to direct purchase from producing compaand

distributors. Items involved usually include indiestcommodities such
as sugar, soaps, milk, tyres and tubes as welload ftems like

vegetable oils, rice, beans, palm-oil, etc. whinhrécent times have
been branded scarce 'essential' commodities. Tifguoter co-operative
are becoming increasingly important due to incrgasicarcity of these
essential commodities.

Due to the prevailing high prices and scarcity @inmodities generally,
almost every type of cooperative now engage inlamaictivities of the

consumer co-operatives. For instance, it is comthese days to find
agricultural production cooperatives pooling resesrto purchase farm
inputs such as cutlasses, fertilizers, seeds amucgmicals in large
quantities for re-sale to members at relativelydowrices than it exist
in the open market. Similarly, some thrift and ¢rexboperative
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societies now procure exercise books in large dgussfrom producers

for re-sale to their members at relatively chegperes. They are able to
do this because profit making at the expense of oeesnis not the

primary objective of the cooperative.

3.4 Cooperative Thrift and Credit Societies

Thrift and Credit Co-operatives are the most pra@aninor common
cooperative society type. They mobilise savings rgnmembers and
assist them to provide credit for the developmehtirmlividuals'

businesses. In Nigeria, traditional ones includsu4t" or "Ajo" among
the Yorubas, "Isusu" among the Ibos and "Adasi" mgnthe Hausa in
Nigeria.

In modern form, the Thrift and Credit cooperativiestheir various

shades and colours are able to attract large nuaflqgrticipants. They
raise the capital needed through members shar&akeagavings, interest
on loans and penalties paid by offending membene. Societies could
also seek and obtain loanable funds from some diaamstitutions like

the Cooperative Bank for on-lending to members ahiaimal fees.

Such funds assist beneficiaries to invest in prgfglding ventures
which guarantee prompt repayment of the loans disawémproving the

welfare of members.

3.5 Industrial Development Co-operatives

Cooperative industrial societies are cooperativesnan -agricultural
ventures. Prominent trades in which this type obpsoatives exist
include tailoring, black-smithing, plumbing, radi repairer etc. They
assist members to develop their ventures/tradedifigrent means like
finance schemes, technical advice, and such othetices that help
members to expand their trades.

3.6 Multipurpose Cooperatives

Cooperative multipurpose societies cut across sévaspects of
business activities such as production, consumerketing, credit,
thrift, investment, etc. The operations of thisaypf cooperative are
both multi-objective and multi-dimensional. The niership is,
therefore, heterogeneous in nature consisting a@fiviguals with
different interests such as thrift credit, indwsdtridevelopment,
agricultural investment, transportation business, e

Because of the diversity in the composition of tigjge of cooperatives

the membership is often larger than other specifioperatives. They
are both rural and urban based.
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3.7 Marketing Cooperative Societies

The function of Marketing Cooperative society isntarket goods of its
members. In most cases, the members are usuathefaror producers
of a commodity. The members sell or supply themésted products to
their society. The society in turn sells the prddum consumers at
appropriate markets. Such agricultural productsl dof this type of
society include Tomatoes, beans, yam maize plaetainThe societies
may also source for suitable markets for their mersb

3.8 Cooperative Investment and Credit Societies

This type of Society is mainly for businessmen/waom&he members
will save into the society for some time and thémf the money will

then be invested into a type of business the mémdbesire. The type of
business the members can invest in include builthogses for rental
purposes or for members, buying land and reselluhgn the value
appreciates, engaging in transport business, buyawgls for resale to
members and the general public, e.t.c.

Apart from these types of business mentioned wkhehmembers can
invest in, they may also give Credit to individumaémbers which he or
she may further invest in his/her business.

3.9 Building and Housing Cooperative societies

A building society is formed so as to mobilize memsbto pull their
resources together which will enable them acquamed|that can be
allotted in plots for the members of the Societsclie member will have
a plot and would take loan from the Society to dbinis/her own house.
It can also build house for members whereby eacmlimee will be

paying gradually until the cost of the house isdpaily to the Society.
In addition, it can build houses and give it outmembers of the public
on rental basis to the benefit of all members.

3.10 Artisan/Salary Earner Cooperative Societies

If you have understood the nine basic types of €oafjve societies
discussed above, then you are to note that Artszdary Earner
Cooperative societies are formed from the basicpewive types.

Several societies evolve along specific professionisrests and places.
Many Societies are formed under the  Artisan/Salargarner

Cooperative Societies. Artisans are people whospezxialists in one
type of work or the other. In view of this, we hgveople of different

types of profession forming the type of societyevaint to their

profession. Examples of such societies are BriekayCooperative
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Society, carpenters Cooperative Society, ASUU Craipe Society,
NNPC Staff Cooperative Society, Ogun State Civivige Cooperative
Society, etc.

SELF-ASSESSMENT EXERCISE
List various types of Cooperative Societies in Mige
4.0 CONCLUSION

You have seen that for you to identify differenpég of Cooperatives
you need to understand the activities or interiest people are involved
in. You are also to appreciate the fact that wisitene Cooperative
Societies are basic, others can be formed from bidmEc societies’
common professional activities or interest.

5.0 SUMMARY

In this unit you learned that there are ten maipesy of Cooperative
Societies, cutting across agricultural and non rcaljural concerns,
namely: Agricultural Cooperative Societies, Produmed marketing
Cooperative Societies, Consumer Cooperative SesietThrift and
credit Cooperative Societies, Industrial DevelopméDooperative
Societies, Multipurpose Cooperative Societies, Mtrg Cooperative
Societies, Cooperative Investment and Credit SesieBuilding and
Housing Cooperative societies, Artisan/Salary Earn€ooperative
Societies.

6.0 TUTOR-MARKED ASSIGNMENT
1. List ten and briefly explain five types of CoopératSocieties

2. Examine different types of Cooperative Societied iaentify the
common interest of the members.
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INTRODUCTION

A business concern is an organization establisbethke main purpose
of coordinating and managing private or public tgses so as to cover
the risk of economic activities and thus avoid ld&#ile you may agree
with me that Cooperative Societies are businesanizgtion, this unit

will show you that Cooperatives do have other dibjes which may not

necessarily be for profit making.

2.0

OBJECTIVES

By the end of this unit you will be able to:

State the main objectives of Cooperative Societies
Differentiate various business structures in Coaess
Mention ways Cooperatives help in developing bussrekill of
members
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3.0 MAIN CONTENT

3.1 Objectives of Cooperatives as a form of
Business Organisation

Let us consider cooperatives as a business ordemzaCooperative
societies have a number of main objectives. Youhimigve read about
business organizations in your lower level coursésu would have
observed that organizations are considered to indlyjacontrolled by
those working at the organization and those recgigervices from the
organization - so in essence, there are high lewe¢lsooperation
between these two parties of people. Cooperativietes originally
came about to unite business owners with theif stambers. They led
to the practice of private companies being 'siplid shares, which were
given to employees at various levels of the comp&sgentially giving
each individual within a firm a small piece of #&ised productivity, as
people gained the sense that they were very much g@fathe
organization, rather than just somebody working ifoiThe following
points describe some of the main objectives of @oafive society has.

a) Enhanced Cooperation
Cooperative societies aim to encourage completegeration
between everybody involved with an organization.eyhare
generally against the idea of any sort of hieray@nd consider
everyone to be equal. This can improve relatiorsshiptween
staff members and senior management, as well asebst
service providers and customers.

b) High level of service

Better working relationships naturally lead to hegiproductivity
levels, so a better service is given to customéfss raises
customer satisfaction levels, which is the primam of many
cooperative societies. For instances, student acmatation units
may be cooperative societies. Students will be ieappith their
accommodation and staff members will find their kg life

much easier.

C) Higher profits
Like other business concerns around you, many catipe
societies are essentially out to make a profit, bhatleve that
enhancing relationships will lead to high profitéés. Of course,
this plan may not always work, but in many casdsag proved
effective.
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SELF-ASSESSMENT EXERCISE

Highlight the objectives of cooperatives as a fowh business
organization

3.2 Cooperatives Business Structures

Cooperatives can use several other types of smalcaurrangements,
apart from operating directly as a society, to tatteantage of economic
opportunities. Four of such business structures are

I A subsidiary: This is a corporation organized, owned, and
controlled either directly or through trustees by parent
cooperative. To legally isolate the parent coopezafrom the
subsidiary, there needs to be clear separationaplagement and
profits between the two organizations. The purpasethe
subsidiary is to assume certain duties and funstadrthe parent
cooperative.

i. A joint venture: This is an association of two or more
participants, persons, partnerships, corporations;ooperatives
that carry on a specific economic operation, emiggp or
venture. The identities of these participants, hewe remain
separate from their ownership or participationhe venture. Use
of joint ventures among cooperatives involves atngaship
arrangement between two or more cooperatives. fyge of
activity has become common place among both loodl state
cooperatives. More recently, cooperatives have bhecmvolved
in joint ventures with investor-owned firms.

il. A holding company is a corporate entity with controlling
ownership in one or more operating companies. Tbigree of
ownership can vary widely, as long as the holdioghgany can
exercise control through the operating company'srdoof
directors. Normally, the holding company generaiegevenues
from operations. Income is limited to returns fromestments in
the operating companies.

V. An information sharing organization comprises two or more
cooperatives that market and price independently,eBchange
production and market information. Improved infotioa allows
participating cooperatives to improve their mankgtand pricing
efforts.

3.3 The Place of Cooperatives in Developing Business ibk
and Activities

In our earlier discussions you would have appredidhat Cooperative

society as a business organization is capable @figing resources
beyond the capability of individual members. Herommperatives
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provide entrepreneurial resources to their memliergareas mostly

related to functional management skills which apgeabe crucial to

business success. According to Aihonsu (2013)nthaagement skills
of an entrepreneur are said to indicate the extentvhich he can

understand, appreciate and perform important tims&s enterprise. The
cooperatives are in position to assist the entreqnes to acquire these.
These skills include:

(@)

(b)

(©)

(d)

()

(f)

(9)

(h)

General Management Function: - possessing general
management skills andmaking use of diverse
information/communication technology and experteatning
how to plan enterprises before their establishment.
Production/Operational  Function: -  Acquiring raw
materials and other production factors at relagivelver prices
faling from bulk purchases. Entrepreneur's awassn@and
knowledge of competitors is needed to outplay cther the
business.

Financial Function: - Provision of finance or funds for the
operations through appropriate loans and advances.
Purchasing Function: - Via cooperative bulk purchases and
services of cooperative shops, as well as variossergial
commodities purchases arrangements.

Human Resource/Personnel relations function: - This
involves training and retraining of members througdrious
training seminars and workshops from time to time.

Marketing Functions: - assisting member entrepreneurs to
identify markets for their produce and encouragoogperative
marketing which will go a long way to take advamtagf the
controlling the price in the market. Assistance t@nobtained
also in other marketing functions viz: processipgckaging,
sorting and branding etc. inclusive of these i® algveloping
efficient customer service and entrepreneur's narkentation.
Administrative Functions: - assistance can be obtained in the
area of training the managers of business orgaoimatwith
respect to knowledge acquisition in administrafivections. This
also includes inculcating efficient book-keepingltare into
them.

External relations functions: - This entails learning about
public relations by the staff as well as provisioh quality
products and services to the outside world.

SELF-ASSESSMENT EXERCISE

Mention four types of business structures in coaipess
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4.0 CONCLUSION

We have gone through the main objectives of CodperéSocieties.

You must have learnt that these objectives arediitgrent from some

of the objectives of other business organizatidve.did examine, apart
from the general objectives, that Cooperativesstarcturally organized
itself in order to profitably invest in businesses.

5.0 SUMMARY

We have discussed the main objectives of estabfsl@ooperative
societies. They are namely: Enhance Cooperatigh level of service
and higher profit. We have also identified certsiiuctural arrangement
through which cooperatives can conduct businessas as subsidiary,
joint venture, holding company and an informatibareng organization.
The opportunity in cooperatives to help entrepremén acquire certain
skill was also discussed.

6.0 TUTOR-MARKED ASSIGNMENT

1. Explain briefly the main objectives of Cooperatsarieties
2. Mention eight ways cooperatives develop busineds sK its
member

7.0 REFERENCES/FURTHER READING

Adelaja, M. A. (1996): Co-operative Management &wpervision. In
Oludimu, O. L. and S. F. Adedoyin (edRQunning A More

Successful Co-operativériumph Books Publishersjebu-Ode, pp.
10 25.

Oludimu O.L, J.0.Y Aihonsu and B.O Oladipupo (2084Looperative
Administration and manageméntPublished by Centre for
Sandwish Programmes, Olabisi Onabanjo UniversityyrO
State.

Whyte, W.F. and K.K. Whyte (1991Making Mondragon: The Growth
and Dynamics of the Worker Cooperative Complex
Second Edition Revised. ILR Press and Imprint of  rn@b
University Press. Ithaca, NY.

31



ARD 308 PRINCIPLES OF COOPERATIVE PREES
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1.0 INTRODUCTION

Cooperative movement is said to be a group actibiclwevolve from
the common felt needs of the people. This implieat tfor every
cooperative society has members who have at least amammon
interest. There can be many reasons why people Broooperative
society. You will learn, in this unit, about th&dly economic and non-
economic motives of establishing a cooperativeetpci

2.0 OBJECTIVES

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

. State the economic motives for forming a coopeeaiinciety
. Mention sociological motives for forming a coop@ratsociety
. Enumerate the factors that can determine the salrviw

otherwise of cooperatives
3.0 MAIN CONTENT

3.1 Economic and Non-Economic Motive of
Forming Cooperative Societies

In the previous unit above, you have seen the babjectives of
Cooperatives as a business organization but thene measons why
people form or join Cooperative Societies. Charstieally, according
to Oludimu et.al (2001), these reasons or goafsrafing Cooperative
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societies are many and one would expect it to lmma@uic in nature.
However, there are some non-economic motives feabéshing co-
operatives.

Economic Motives
The formation or joining of Cooperative includes:

(a) Activities that have a direct bearing on the ecoitoiunctioning
and results of the individual member's economy bgy vof
increased incomes;

(b) To reap relatively higher economic advantages bykimga
available goods and services which are regardeth@srtant but
hitherto were either not available, were availaik beyond the
reach of the members, or the member enjoyed thdnatbvery
high cost;

(c) To provide goods or services to members at redeosts and
engage in joint marketing to reap the benefit obreenies of
large scale production.

Non-Economic or Sociological Motives

These are some of the reasons for forming or jgirsooperatives.

These factors influence persons joining Cooperateren though they

cannot be measured in direct monetary terms.

) The search for security;

(i) Isolation and loneliness;

(i) The search for protection;

(iv)  To satisfy personal admiration of some person(s);

(v)  The desire to adhere and keep up to the familyooustor
tradition;

(vi)  To avoid being the odd man out’

(vii)  The possibility of using the Cooperative as a gyoard to attain
higher social or political position in the communit

3.2 Why Cooperatives Fail and Thrives

You have seen from the previous units that Coopemtis a unique
enterprise whose success or otherwise depend omincéactors. For

instance, despite the scarcity of financial resesiravailable to many
cooperative societies, a large proportions of trexsseties are able to
management their little resources to maximize thembers welfare.
Also, in spite of the large number and variety oftural settings that
characterize cooperatives, members surprisinglprtepimilar feelings

and attitudes about their experiences in the cabpersociety. The
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National Cooperative Business Association has ifiedtlists of factors
for failure and success of cooperatives.

3.2.1 Why Cooperatives Fall

The following are the factors which contribute thetfailure of
Cooperative Societies:

(a) Poor selection of directors, especially those wéibtb support
their cooperative;

(b)  Members who join but never use their cooperative laypass it
for a small gain elsewhere;

(a) Members who use cooperatives but fail to take nesipdity.
Each member must be ready to accept responsibilign asked,
or as the need arises. Every member should havegaal
opportunity to be president of the cooperative;

(b)  Members who never ask questions and who let a fersops
make policy;

(c) Members who don't attend annual meetings and diravho
fail to attend board meetings;

(d)  Lack of consistent membership education about tieblems
cooperatives face and the challenges they must meet

(e)  Not supporting the cooperative with enough monesk (capital)
to get the job done;

) Not closely watching the formation of cliques apeaal interest
groups within the cooperative;

(g) Concealing facts about a cooperative. All factsthbgood and
bad, should be placed on the table not under bie;ta

(h)  Errors in financial policy, such as over-extensafncredit, too
little capital, poor accounting records, or lack affinancially
sound and systematic program for reimbursemengutye

) Errors in educational and social work. This bedwgsfailing to
teach cooperative ideals to members unfamiliar whibw
cooperatives function, neglecting general educatigmograms,
failing to develop member loyalty or countering thevelopment
of factions within the association;

(), Management errors, such as inadequate inventooy, Ipoation,
improper equipment, neglected appearance of pHyficdities,
employee dishonesty, ineffective management, ineten
directors, nepotism, poorly conducted meetingsadmittance of
disloyal and dissatisfied members.
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3.2.2 Why Cooperatives Thrive

Having learned the factors that may cause failnreooperatives, let us
consider factors that will enhance the existenceoofperative societies.
These factors will bring growth and stability teethociety.

(a) Cooperatives is providing only the goods and ses/imembers
use;

(b)  The society is mainly financed by the members. Greater the
financing (risk capital) supplied by the memberke tmore
efficient the cooperative;

(c)  Using all major fixed assets at the 75 percentlJeranore;

(d)  Low administrative and overhead costs;

(e)  More individualized and specialized services, patérly in the
marketing area;

) Maintaining an open line of communication with merh
Individual members will then become more influehtia

(g) Selecting and developing a quality management team;

(h)  Placing more emphasis on electing business-oriafitedtors;

(1) Developing and implementing a systematic method of
cooperative education for members, employees, tdirgcand
paid management;

0) Aggressively positioning for changes in operatiansykets, and
member needs.

SELF-ASSESSMENT EXERCISE

State non-economic reasons why you should be ino@perative
societies

4.0 CONCLUSION

Formation or joining of a cooperative society defgenn the common
felt needs of the individuals involved. Their metsvcan be economical,
social and other non-economic reasons. Also we heamt that for a

society to thrive or survival certain factors hatee be considered,
otherwise the society will fail.

5.0 SUMMARY

In this unit we have discussed identified the nmegtiof co-operators for
forming or joining the cooperatives. Factors sushr@reased incomes;
reap relatively higher economic advantages and teapbenefit of

economies of large scale production are considerecbnomic motives.
While factors such as the search for security;atsmh and loneliness;
the search for protection; to satisfy personal aaliiain of some
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person(s); the desire to adhere and keep up tdathdy customs or
tradition; to avoid beingthe odd man out; the possibility of using the
Cooperative as a springboard to attain higher socigolitical position

in the community. Factors that can determine tleeesss or failure of a
cooperative society have also been discussed.

6.0 TUTOR-MARKED ASSIGNMENT

1. List the economic and non-economic motives of foignia
cooperative society
2. Highlight reasons why cooperatives thrive or fail.
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1.0 INTRODUCTION

In this unit, we are going to examine Cooperativeieties as a form of
business organization and compared it with othem$oof businesses.
Cooperatives as a form of business organizationdastinct from the
more common investment driving profit-making busse@rganizations.
While both are organized as corporations; the iorsspursue profit
maximization objectives, whereas cooperatives ettty maximize the
benefits they generate for their members.

2.0 OBJECTIVES
By the end of this unit, you will be able to:

. explain the advantages of Cooperatives as a forbusihess
. list the disadvantages of Cooperatives as a forbusiness

3.0 MAIN CONTENT

3.1 Advantages and Disadvantages of Cooperatives

Cooperative society as an entity has its own adwggs However, there
are few disadvantages associated with Cooperateeety's .In this

unit, we shall consider the advantages and disddges of

Cooperatives in agriculture as compared to othesinegses. Let us
consider it one after the other:

1. Easy to form
The formation of a cooperative society is very danghen
compared with the formation of any other form ofsimess
organisations. Any ten
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adults can join together and form a cooperativeiespc The
procedure involves in the registration of a coopesasociety is
very simple and easy. No legal formalities are nmeglfor the
formation of cooperative society. This is not sahwother forms
of business organisation. The procedures are clsoime and
required a lot of formalities and approvals frora tBovernment.

No obstruction for membership:

Unless and otherwise specifically debarred, the bership of
cooperative society is open to everybody. Nobodghstructed
to join on the basis of religion, caste, creed, a®d colour etc. A
person can become a member of a society at any hamig&kes
and can leave the society when he does not likeoitinue as
member. Whereas, the number partners in other éssin
organizations is characterized by restricted eatny exit.

Limited liability

In most cases, the liabilities of the members @ society are
limited to the extent of capital contributed by rtheHence, they
are relieved from the fear of attachment of theivgie property,

in case the society suffers financial losses. Thisot applicable

in other business organizations. In a case of basigollapse, the
owners solely bear the business liabilities ands lo§ some

private properties.

Members welfare

Cooperative society members are provided with bgibeds and
services at reasonable prices. The society alsade® financial
help to its members at concessional rates. Ittassissetting up
production units and marketing of produce. In otbessiness
organizations, profit maximization is the drivingrée. Hence,
less attention is paid to people’ welfare.

Democratic management

The cooperative society is managed by the elecedlmers from
and among themselves. Every member has equal tiigidagh
its single vote but can take active part in themfolation of the
policies of the society. Thus all members are dguaportant in
the society. Autocratic management is often usedother
business organizations. The business owner(s)teralyy makes
decisions for every member of the organization.
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3.2

Stability and continuity

A cooperative society cannot be dissolved by thethde
insolvency, lunacy, permanent incapability of theernbers.
Therefore, it is stable and may continue to exwst d& longer
period. New members may join and old members mal the
society but society continues to function unleskentise all
members unanimously decided to close the samethbr éorms
of business organizations, the death, insolvenaynady,
permanent incapability of the owners often resuito i total
collapse of the business. In other words, otheriness
organizations have shorter life span and high let@stability.

Economic operations

The operation carried on by the cooperative societyighly

economical due to the eliminations of middlemene Bervices
of middlemen are provided by the members of theespavith

the minimum cost. In the case of cooperative spcighe

recurring and non-recurring expenses are very [eesperative
societies enjoy the economies of scale in prodosti@and
purchases, as the procurement price of inputs/gisamgimised.
Unlike cooperatives, other business organizatiqmsrate under
market price competition. The forces of demand an@ply

determine their prices, cumulated by the activitiek the

middlemen, hence raising their cost of production.

Surplus shared by the members

The society sells goods to its members on a nonprait. In

some cases, the society sells goods to outsidéiis. profit is

utilised for meeting the day-to-day administratioost of the
society. Some portion of the surplus is spentHerwelfare of the
members; some portions are reserved while the talaray be
shared among the members as dividend.

State patronage

Government provides special assistance to thetseit® enable
them to achieve their objectives successfully. Guvent also
extends various types of subsidy to cooperativéetes in order
to strengthening their financial stability and sursable growth.

Disadvantages of Cooperative Society

Despite many advantages, cooperative societieersiifbm certain
limitations and drawbacks. Some of these limitagioclude:
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1. Limited resources
Cooperative societies’ financial strength dependstte capital
contributed by its members and loan raising capafibm
cooperative banks and unions. Often time membership
contribution is limited hence, they are unable &ise large
amount of resources as many of their members belontpe
lower and middle class.

2. Inefficient management
A cooperative society is managed by the memberg. drtiey
may not possess adequate managerial and spedialrskjuired
for proper management. Thus, may result in inedfficy of
management which in turn may affect the succes$iseofocieties.

3. Lack of secrecy
The cooperative society does not maintain any sgcrie
business because the affairs of the society islpmkscussed in
the meetings. But secrecy is very important for shecess of a
business organisation. This paved the way for coitope to
compete in better manner.

4. Cash trading
The cooperative societies sell their products ttsidars only in
cash. But, they are usually from the poor sectidhese persons,
unlike other business organizations, require ctiaditities which
is not possible in the case of cooperatives. Hemagketing is a
shortcoming for the cooperatives.

5. Excessive Government interference
Government put their nominee in the Board of manege of
cooperative society. They influence the decisiontted Board
which may or may not be favourable for the interestthe
society. Excessive state regulation, interferencéh wihe
flexibility of its operation affects adversely tle#ficiency of the
management of the society.

6. Absence of motivation
The members may not feel enthusiastic because #we |
governing the cooperatives put some restrictiontten rate of
return. Absence of relationship between work anevard
discourage the members to put their maximum effortthe
society.
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7. Disputes and differences
The management of cooperative societies are madeofup
personnel from different social, economical and decac
background. Many a times they strongly differ freach other
on many important issues. This becomes detrimetatathe
interest of the society. The different opinions ahsputes may
paralyses the effectiveness of the management.

SELF-ASSESSMENT EXERCISE

I List the advantages of Cooperatives
i. Mention the weaknesses of a cooperative society

4.0 CONCLUSION

In this unit, you must have learnt the advantages tooperative
business have over other businesses. Also you bese informed of
the factors that may account for the failure orcess of Cooperative
Agricultural ventures. With the above, it entailsat managers of
cooperatives and Agricultural ventures should hiavesight enough to
see the problems as they come and appropriatelgletasame.

Cooperative societies and their ventures especialtyicultural

enterprises must be managed along proper business |

5.0 SUMMARY

In this unit we have identified the following pasnas the advantages
cooperatives, as a business, have other forms sidss enterprises;
these are namely: easy to form, no obstructiomfembership, limited
liability, members’ welfare, democratic managemestability and
continuity, economic operations, surplus sharedth® members and
state patronage. You have also been taught, dietayes of
Cooperative Society to be: limited resourceefficient management,
lack of secrecy, disputes and differencaksence of motivation and
excessive government interference.

6.0 TUTOR-MARKED ASSIGNMENT

Compare the advantages and disadvantages of Ctigpsras a form of
business with other forms of business organizations
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1.0 INTRODUCTION

Successful cooperatives can benefit their farmenbees and others in
many ways. But even the most successful cannotllbiniags to all
members. Understanding the more common benefitdiamtations of
cooperatives will help clarify their roles in agriture. Warren and
Homer (1990) in their research concluded that thenebts of
cooperatives are difficult to measure. They idesdifsome as tangible
or direct as in the case of net margins or savi@gkers are intangible
or indirect such as cooperatives' effect on mapkete levels, quality,
and service. Some are most evident at the timectuperative is
organized but become more obscure as the years Pasgfits are
greater for some types of cooperatives or in sgeareas. Most benefits
are evaluated in economic terms but some also maptial.

2.0 OBJECTIVES

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

. discuss the benefits of agricultural cooperatieefatmers

. state how rural communities can benefit from adtical
cooperatives

. enumerates the limitations of Agricultural Coopimexd.

3.0 MAIN CONTENT

An agricultural cooperative otherwise known as tli@mers'
cooperatives has peculiar features that distinguishfrom other
cooperative societies. It peculiarity is as a resfl the nature of
agricultural production and agricultural produce.
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3.1 Benefits of Agricultural Cooperatives

Agricultural cooperatives have benefited farmersdivers' ways. In

some direct and indirect ways non farmers and comiiies have also
reaped some benefits of agricultural cooperatiizes.us consider some
of the benefits.

(@)

44

Benefits to Farmers
In several major ways, cooperatives benefit farmembers, and
often nonmembers.

Ownership and Democratic Control

Cooperatives enable farmers to own and controlh democratic
basis, business enterprises for procuring theirpleeg and
services (inputs), and marketing their productstots). They
voluntarily organize to help themselves rathemtinely on the
Government. They  can determine objectives, fimamci
operating policies, and methods of sharing the fitsne

Increased Farm Income

Cooperatives increase farm income in a number gfswahese
include:

(1) Raising the general price level for productsrkated or
lowering the level for supplies purchased; (2) og per-unit
handling or processing costs by assembling lardenves, i.e.,
economies of size or scale; (3) distributing tonfars any net
savings made in handling, processing, and sellpeyations; (4)
upgrading the quality of supplies or farm producésdled; and
(5) developing new markets for products.

Improved Service

A basic objective of cooperatives is to serve thmembers'
needs. They do this by providing services not akéé or by
improving existing services rural electric coopmed and
artificial insemination associations are outstagdaxamples of
making a new service available in rural areas. Craad thrift
societies provides loans for the farmers in rurahs.

Quiality of Supplies and Products

Farm supply cooperatives have been noted for pirmyisupplies
giving the greatest value-in-use to the farmer.iTbéjectives
have been to provide the feed, seed, and fertiliret gave
the farmer maximum
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gains or yields rather than those that returneddtgest net margins to
the cooperatives.

In marketing farm products, cooperatives' pricirrggtices have been
based on differentials for quality. And they haveyided information

and advice on ways to produce quality products tanchaintain that

quality in the marketing process. Basically, coapiges encourage
production oriented to market requirements by dspiely producer

payment plans based upon meeting grade, size, &amkopther market
specifications.

Marketing cooperatives have led in demanding ingugtade standards,
then using them in offering top quality productsbtgyers. Their efforts

to improve quality, reliability, and integrity ofxports can increase the
cooperatives' share of the export market.

I Assured Sources of Supplies
Cooperatives provide members with a dependableceoof
reasonably priced supplies, especially during slg@s or
emergencies. This service may require cooperativeforego
larger net margins from other domestic or foreigrsibess to
meet the needs of their member-owners.

i. Enhanced Competition

Strong successful cooperatives introduce desirablapetition
that raises the going market prices for farm preslube type of
services provided, and the quality of supplies fmsmpurchase.
Individual farmers have little bargaining or pursimy power, but
by joining in cooperatives they can acquire "mustiethe
marketplace.” Farmers in many areas are forcedet with
fewer product buyers or supply sellers. In somastides, only a
few large companies control a substantial sharthefmarket at
various integrated levels in the marketing process.

il. Expanded Markets
Through pooling products of specified grade or fyaimany
marketing cooperatives can meet the needs of krgke buyers
better than can individual farmers. A number of peEratives
have developed markets in other countries and teeports
provide outlets for more production than membersentise
could sell.
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Vi.
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Improved Farm Management

Progressive managers and field staffs of coopeastprovide
valuable information to members on farm productiand

management practices. Advice may be offered omtledity of

seeds, fertilizers, and pesticides, and on feedind cropping
practices. Also, many cooperatives provide market @onomic
information about various products or enterprisédany

cooperatives assist county extension agents ineimghting the
recommendations of Agricultural Development Prgecnd

Research Institutes. Many farmers are looking tceirth
cooperatives for more complete purchasing and niacke
services.

Legislative Support

Another financial benefit, not easily measuredthis legislative
support cooperatives provide for their memberghis is
supplied by the large centralized cooperativesjadat and State
cooperative federations.

Local Leadership Development

Successful, growing cooperatives often develop deséGmong
directors, managers, and other employees. And mesmliy
participating in business decisions on a democtsigis, become
more self-reliant and informed citizens in theinoounities. The
practical business experience acquired as direciocommittee
members is often supplemented by specialized fotraming.
This experience of working with the cooperative tcibnuites to
improved rural leadership.

I. Family Farmer Control of Agriculture
These benefits, which vary among cooperatives,
indicate ways cooperative enterprises help theljafarm
stay in business and thus keep control of prodactio

The credit and .supply cooperatives help the fanfdymer
enlarge and operate his production units more ieffity on an
independent basis. The marketing and processingecatives
provide members market access and help them sallgfoducts
to advantage—either in the original state at hdrwes later
following storage, or in a processed form.

all
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(b)

(ii)

(i)

Benefits to Rural Communities
Cooperatives benefit the economy of rural areaa mumber of
ways.

Added Community Income

Most of the additional income farmers get througbperatives is
spent with hometown firms for goods and servicascc8ssful
cooperatives also have substantial payrolls and #@mployees'
patronage of local businesses adds to the econwelideing of
the community. The cooperatives also spend monegupplies,
utilities, insurance, and local taxes.

Stronger Rural Communities

A local cooperative usually has several hundred bemwho
use its services frequently. This in turn helpsadprpatrons to
other types of business in the community. In sn@hns, the
cooperative often is the major or only businessthWlit it,
people would have to go elsewhere for goods andcss.

A majority of the farmer cooperative plants andeotfacilities
are located in rural areas-a plus value in stinndathome
ownership and retaining rural industry. Participati in
cooperatives often encourages participation in rodeenmunity
projects and in State and local government. Codipesaoften
provide funds for community fairs, health centds)d drives,
and the like. As a result of working together inoperatives,
members better understand how to unite in solviograunity
problems. And leaders developed in cooperatives hécome
leaders in other community organizations.

Goods and Services to Non-farmers

Rural producers’ cooperatives serve many rural avonf
residents. Likewise, diversified supply cooperaispply fuel
oil, car care, fertilizers, pesticides and varibosne supplies and
equipment to non- farmers. Some cooperatives alswige
custom services related to these supplies andhdittrpatronage
refunds to these customers.

Good performance by farmer-owned cooperatives ptesntheir

image with the public and helps obtain outside supm case
adverse legislation or regulations are proposed.

a7



ARD 308 PRINCIPLES OF COOPERATIVE PREES

(c)

(ii)

(i)

(iv)
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Benefits to Consumers
Although farmer cooperatives are organized to setiveir
members, they also operate in the public interest.

Quiality Products

Producers in many cooperatives hire trained petepleelp them
produce quality farm products-all the way from theed to
fertilizing, cultivating, harvesting, and transpog products to
the cooperative packing or processing plant.

Varied Services

Cooperatives have been alert and responsive tocliaaging
demand for convenience foods, good packaging, dfettiee
merchandising. Some conduct dealer and consumeragou
programs on proper care and handling of their prtdand ways
to use them. A number use another merchandising&lete test
kitchen, where they develop recipes for consumer us

Lower Production and Marketing Costs

Lowered production costs on the farm and markegifigiencies
brought about by cooperatives help hold down foogts to
consumers. Farm credit cooperatives make creditlai@ to
farmers at reasonable rates. Farm supply coopesgatimake
important contributions in controlling productioosts.

By eliminating transfer of ownership and some o gtages of
marketing and by keeping marketing and processigscper
unit at minimum levels, cooperatives influence geformance
and margins of other firms. Some benefits of thasee efficient
distribution systems accrue to consumers.

Improved the General Welfare

The additional income farmers receive through owimigr in

cooperatives is spread among thousands of farmers
communities throughout the country. Cooperativelp lieduce
members' costs for supplies and services by digingp most of
their net savings above costs of operation backnember-

patrons on a patronage basis.

Cooperatives also employ thousands of employees lafyely
reside in rural communities. The cooperatives' twulil
payrolls are spent for consumer goods and seniicesmall
towns and cities.
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In addition, cooperatives are good customers ofynraher businesses
that provide supplies, building, equipment, fuelslities, advertising,
and the like.

The economic literacy and leadership qualitiesusélr people are also
improved, thus making for stronger communities eitidens.

All of these contributions to farmers, rural comnti&s, small towns,
and consumers promote the general welfare of cumtcp.

(d)  Benefits to People Overseas
Many cooperative employees and leaders have gorsaglon
specific assignments to help build cooperatives stoengthen
existing ones, in emerging countries.

Hundreds of trainees and representatives of cobpesaand
governments in other countries come to Nigeria egeér to
learn about our cooperatives. Leaders and mandgses hold
conferences and conduct tours to explain the dpesatand
services provided.

SELF-ASSESSMENT EXERCISE

What are the benefits a farmer can derive from do@inmember of
agricultural cooperatives?

3.2 Limitations of Cooperatives in Agriculture

Cooperatives are subject to the same economicdplaes, and human
relationships that contribute to the success duriaiof other types of
businesses. Cooperatives, however, have variousiat limitations.
Some relate to the agricultural industry and otheestain to their
objectives and the inherent nature of cooperatigarmizations. Let us
consider some of these limitations.

() Production Control

Agricultural surpluses have plagued farmers frometito time
since the Civil War, stimulating cooperatives toteatpt

production controls. It became increasingly clednatt if

production controls programs were to be effectiveytwould
require the help of the Federal government withpitsver to
allocate output, to offer incentives for restrigtirpproduction, and
to secure compliance with such programs.

Furthermore, at the present time, it is not legalcboperatives to
control members* production. The basic role of cagpives is to
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market the available supply in the most effectivanmer possible, not to
limit production.

Farming Based on Labor Input

Cooperative farming usually refers to a cooperaéwugerprise where a
number of farmer-members pool their land, capiejuipment, and
labor, and share in the returns on the basis af ligor input. Although

in Nigeria this type of cooperative generally hat heen successful.
There are few cases of such cooperative farmingas the following

problems:

(@) frequently incentives are lacking,

(b)  problems occur in decision making, and

(c) dissatisfaction results from the distribution of meome.

(d)  Another major problem has been the transfer ofteguirom one
generation to another.

Another type of Cooperative farming is the modifiggpe. Where the
cooperative leases or buys land and the membetsnasproduction
responsibility for the acreage allocated to thehtobperatives operate
farms, the following are their limitations:

(@) they may in effect compete directly with many odéithmembers.
They would compete in the farm labor market, andnduperiods
of surpluses

(b) many members might believe that cooperative farming
contributes to reduced farm prices.

(c) the question might arise as to how much resoutoesld be used
and how many risks should be assumed by the engrabership
for the benefit of one group of producers or typperoduct.

The basic question of risk-taking by the coopesatrecomes apparent.
Any gains made through production efforts are, airse, returned to
the members. But, if substantial losses are indymeembers may not
be willing to accept them.

(i) Price Fixing

Experience demonstrated that cooperatives couldfingtrices
because of their inability to control production. hig
cooperatives often could influence demand for tlaetiqular
product they marketed through emphasizing improved
production, better merchandising, and more effechargaining,
they were unable to substantially influence theralelemand

for farm products.
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Some question whether cooperatives handling a lafgere of a
commodity's total production, could fix prices. $hhowever, does not
take into account the basically inelastic naturenudst agricultural
consumption and the fact that consumers usuallg laawide variety of
food choices available to them, including those ultesy from
competition among cooperatives. Further, some fesmey choose to
market independently and take advantage of the eratipe price
umbrella rather than be a part of the coopera®lauld prices for any
of these products increase too much, consumers Substitute other
products.

(iv)  Middlemen Functions

Cooperatives generally cannot short-circuit thekatng system
or functions within it. The usual steps are neagssa serving
buyers although cooperatives may influence martketre and
where and how marketing functions are performed.l&Vhot
eliminating functions, they may improve or changefiicient
marketing practices and replace middlemen who perfihem.
These changes can reduce marketing margins.

At the same time cooperatives cannot do the implessn the
marketplace. For example, they cannot always marierhbers'’
surplus or poor quality products to advantage. idgitcan they
provide the highest quality nor the most completevises and
still have the lowest prices for the supplies thel.

(v)  Market Power
Not all cooperatives acquire the leadership andniml abilities
to deal effectively with other firms in the markietpe. Leaders of
some local cooperatives want only to do an efficieb at the
assembly and storage stage of the marketing proteésy may
acquire sufficient size and strength to influenbe tevel of
service and margins and thus return higher proceedsembers,
but have little or no influence on the basic piieeel for a farm
product or supply item. The heavy dependence onbeematron
equity capital is a critical limiting factor in aeging size and
diversification.

Because of a lack of vision, leadership, manageaiaility,

capital, or for other reasons, some cooperativesalmr cannot
vertically integrate their operations, either iridisally or jointly

with other cooperatives in federated associatidiieey do not
acquire strength at the processing or manufactueugl where
the real market power may be found in the industry.
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(vi)

(vii)

(vii)

(ix)
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Furthermore, should large regional supply coopegatiacquire
substantial market power, the likelihood of thdwusing it with
members is limited. Members would not permit thencharge
exploitative prices, and if the cooperatives realinusually large
net margins, these usually must be distributed backnember
patrons on the basis of their patronage.

Influence on Prices and Services

When a cooperative is first organized, the gerteradency is for
gross margins of all firms serving the area to marrPrices for
farm products increase and prices for supplies envices
decrease to varying degrees. The cooperative'sieimie is
clearly evident but after a few years it becomescale.
Members tend to forget the situation prompting fation of the
cooperative and young farmers never experiencedThis,
cooperative leaders cannot state with certaintytima level of
market prices, margins, or services currently woboé if the
cooperative did not exist.

Reserves Accumulation

Where cooperatives operate fully on a cost basiglistyibuting
to patrons any net margins remaining over operaérgense,
management sometimes feels this limits the coopestability
to accumulate capital reserves similar to those oimer
businesses. This method of operation also may lih@tuse of
carry-back and carry-forward provisions concernany losses
that might occur.

Restrictions by Inherent Characteristics

Although such features as ownership by farmer-usamg
operating at or near a cost basis give cooperats@se
advantages, they also present limitations. Someelfemposed.
Some have been alluded to earlier.

Frailties of Human Nature

Cooperatives are subject to the same "people prail@as any
business, but have additional problems stemmingn flmeing
owned by those who use them. Some of their membnds
directors are misinformed; some have little re@lignowledge
about business activities or how effectively thadoperative is
operating or what it can be expected to accomphstal directors
and managers at times can neglect their respatistibr take
advantage of their -positions, resulting in poorf@@nance or
failure of the cooperative.
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(x)  Limited Objectives

Members may organize a cooperative to market oné/specific
product or to handle only specified kinds of farapglies. Also,
their objectives may preclude handling suppliesdubg both
farmers and non-farmers, distributing patronagend$ to non-
farmers, or handling unrelated products on whichetincome
could be realized. These restrictions may limit toeperative's
volume and opportunities to reduce per-unit costtocerve all
farmers or all rural residents in the area.

(xi)  Decisions by Large Numbers

While boards of directors may have authority to eakajor

decisions, they may first wish to discuss them witke

membership. This sometimes requires time or dekagtson.

Also, hired management has a more difficult job nthithe

comparable chief executive in other types of busses. He must
give attention to member relations as well as tyribusiness
activities. He must try to keep members satisfiegpatrons and
also informed of their responsibilities as membeners.

(xii) Member Attention and Support

Their voluntary nature is a weakness of some caipes,
especially those not using annual marketing or Imsing
agreements with members. Farmer-members thus najvways
participate in annual meetings, provide adequapgadaor fully
support the cooperative with their patronage. Ak lacf
commitment by members may greatly limit a coopeesi ability
to fully develop its potential for serving farmers.

SELF-ASSESSMENT EXERCISE

I What are the problems associated with cooperadinmaihg?
i. Explain the term modify cooperative farming’

4.0 CONCLUSION
During your study of this unit, you have learnt tthagricultural
Cooperatives are beneficial not only to the farmdrat also to

consumers and the general community members. Howévkas its
limitations.

5.0 SUMMARY

In this unit, we have studied the benefits and Lmaitations of
Agricultural cooperatives. Some of the benefits tiwered are:
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Increased farm income, improved service, quality sopplies and
products, assured sources of supplies, enhancegetivion, expanded
markets, and improved farm management and so omeSaf the
limitations of Agricultural Cooperatives you haveatnt include:
Production control, price fixing, middlemen funetjomarket power to
mention few.

6.0 TUTOR-MARKED ASSIGNMENT

1. List and Explain the benefits of Agricultural coopgves
2. Enumerate the limitations of Agricultural coopevas
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1.0 INTRODUCTION

In this unit we shall study cooperative as a bussnerganization and
observe closely its involvement in agricultural wee or enterprises.
This section would help you to know the place obpmeratives in
business and be able to appreciate the relevanceo@jerative in
business development; as you shall study the latetetail in future
units.

2.0 OBJECTIVES

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

. Compare Cooperatives as a business with other fofingsiness
organizations

. List and explain failure factorsin  Cooperative
Agribusiness Ventures

. Identify Strategies  for  Overcoming Problems of

Cooperatives Agribusiness Enterprises
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3.0 MAIN CONTENT
3.1 Cooperative Agribusiness Ventures

You may need to recall the definition of Cooperasivdiscussed in
module 1 unit 1. Can you try and define Cooperataecording to ILO?
Let me remind you that Cooperatives was definedinit 1 as—an
association of persons usually of limited means \Wwhwe voluntarily
joined together to achieve a common economic enmdugh the
formation of a democratically controlled businesgamization making
equitable contribution to the capital required @odepting a fair share
of the risks and benefits of the undertakings inclwimembers actively
participaté

A venture is said to be an agribusiness enterpvisen the processes
involved add value to the raw products of agria@tut is as simple as
the woman that fried plantain for sale as chips and@¢omplex as those
of big industrial concerns that either process eotom beverages or
maize and other agricultural products to feedspfaultry or com flakes
etc. for human consumption. Whichever way, it §iatssan end; either
by providing economic means to the ones engagéukitusiness or by
providing jobs for others employed in the procelisincludes the
following:

(a) Cassava processing and marketing,

(b)  Palm produce processing and marketing

(c) Cocoa processing and marketing

(d)  Plantain processing and marketing

(e)  Groundnut oil processing and marketing

) Fruit processing and marketing

(g) Fish processing and marketing etc

The link is that both being economic endeavour®lwer taking risks.

From the definition of cooperative above, ILO adnthat the equitable
contributions being made by individual members tchieve the

common economic end is prone to either eventuatlggbin some

benefits or risks which will be jointly shared. Eyéusiness including
those of cooperative and agribusiness could egheceed or fail. The
besetting factors that account for the failurerokaterprise comes up in
one form of problem or the other. In some casesay be such that the
owner(s) of such businesses could help but at tithesinvestor may be
helpless. Where they are controllable, it takesaimgtaking efforts of

the manager(s) to see such well in advance in omleavoid such

business failing.

56



ARD 308 PRINCIPLES OF COOPERATIVE PREES

3.1.1 Failure Factors in Cooperative Agribusiness Venture

Some identified failure factors for Co-operativesdaAgribusiness
Enterprises are discussed below:

1.

Poor Feasibility

A good feasibility study is principal to the sucsesf any

business ventures and should come as the verysfapt But this
is either not done at all, poorly done or hastityne for most
cooperative and Agribusiness Enterprises. In caipes, it is

recommended by law that an economic survey, simdaa

feasibility study, be done before a cooperativeetpds initiated.

The non compliance with this and also the fact thaist

Agribusiness Enterprises have no feasibility sthdyg lead to the
failure of these ventures.

Power Supply

One major factor affecting production generallytire country
today is power supply, it has adversely affectedfadets of
production. Attempts to solve same by providingrmate supply
only lead to increased cost of production. Hence aif
Agribusiness enterprise or any business enterpngaged in by
a cooperative society (ies) requires electricity fomction, it
becomes a limiting factor. A number of businessagehwound
up on account of this.

Finance

This is very germane. It behooves on cooperativenbees to
fulfill their obligations of shares and savings timeir societies
regularly and also pay back any loan accesses aset due
with accruing interest. The reverse is usually tdase in our
societies. Of course, to start even the smallesiesof an agro
allied ventures, capital is needed.

The Leadership Question

The problem of Shortage of Skilled Personnel ctuiss the

main stumbling block towards the smooth growth bése

ventures. This is because it is generally beliethed the success
or failure of any society depend largely on the agament
ability or competences of the personnel or officensd officials.

Good managers with technical skill and administeati
competence are highly priced everywhere. To enghgen,

cooperatives and Agribusiness enterprises mustrepaped to
compete with the other private sectors in ordeattoact them.

But because of poor financial position of thesetuess, they are
not able to afford the remunerations that go wkitles! labour.

The result has been a static and sometimes ressigee
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Cooperative and Agribusiness enterprise managersgstem.
Another very important factor is the leadershipoimpetence or
where competent, uncooperative members of the boHEnts
serves as a very limiting factor to the growthlede businesses.

Quiality of Products (Standard)

To enjoy good patronage, quality products are requiMore so,
these days that NAFDAC (National Food and Drugs
Administration and Control) has been institutedaasegulatory
body. Many Agribusiness enterprises have been dotoeshut
down due to their inability to meet the required RBAC
standard. But in most cases, the scale of produatiay not
allow for a very high quality hence constitutingotiter major
failure factor. Where products are of good qualitygommands
better price and patronage.

Inconsistency in Government Policy

This has consequences of counter-production andiedppo
Cooperative  Agribusiness ventures. Government tunsti
different kinds of programmes that are not nurtufesm one
administration to the other. Consequently Coopesati
Agribusiness ventures that were initiated die with founding
administration e.g Better Life, FEAP etc. Many cergiive
societies that registered under these auspices $iace faded
away and a number of facilities provided to as€iebperative
Agribusiness ventures under this programmes arenia away
due to poor implementation that left them unsudoéder the
supposed beneficiaries.

Nature of Agricultural Products
Agricultural production is plagued by certain caastts and this
invariably is imparted on Cooperative Agribusinesmtures.
Some natural causes of distortions include vulnitgbof
climatic changes, seasonality of output, inelatstiof supply and
pest and diseases. Let us consider some of thetsesta
) Storage
Given that agricultural products are highly perldba
storage becomes very essential to preserve saher ag
raw materials or at one stage of the productionthar
other. Even some finished products require refatien to
keep their taste. In most cases the cost of acgumodem
storage facilities is prohibitive and as such rtdrdable
for small and medium scale investors. Where crude
methods are employed, prevention against pests and
diseases becomes important.
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(iv)
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Seasonality of Output

Agricultural practices especially crop productiondivine
design is seasonal. Hence, agriculture produceeasonal
products. During season they are available at Vemngye
guantities with a large number of the harvestsentig
away due to storage problems. Off season, a feviahia
from irrigated farms or storage attracts high @ice
Therefore, Cooperative Agribusiness ventures thigton
fresh supply would probably be off production dgrioff
season or would have some difficulties at gettiagv r
materials. Such ventures may suffer drasticallyhaise
periods.

Inelasticity of Supply

Due to long gestation period, seasonality, wheezeths
no irrigation and other production factors, the pgypof
agriculture produce cannot be increased on a stont

Pest, Diseases and vulnerability to Climatic change
These normally affect agricultural production adedy
and could eventually lead to very poor output. Whaech
happens on a large scale, it would invariably affec
Cooperative Agribusiness ventures dependent on such
agricultural product(s).

SELF-ASSESSMENT EXERCISE

Give examples of agribusiness ventures of cooperatcieties.
List the features of agricultural products.

3.1.2 Otheridentified failure factors in Cooperatives
Agribusiness Ventures

There are a number of other factors, apart from dhes discussed
above, those can directly or indirectly resulthe tailure of Agricultural

enterprises when managed by Cooperative societies. should take
your time to study these factors and try to writevd how this factor

can result in failure of Cooperative agriculturahwres.

(@) Lack of patronage

(b)  Credit sales

(c) Dishonesty of society's employees
(d) Difficulty of society's officers
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(e)
()
(9)
(h)
(1
()
(K)
(
(m)

(n)
(0)

(a)
(b)
(c)
(d)
()

Difficulties in obtaining government facilities

Lack of facilities

Insufficient capital

Management incompetence

Misappropriation of funds

Embezzlement of funds

Get-rich-quick mannerism (syndrome)

Overdue - or outright non - repayment credit faei

Non involvement of cooperatives in government
policy formulation.

Weak membership commitment

Insufficient/lack of cooperative education.

With particular reference to Agricultural coopevas societies,
the following could also be identified:

Inadequate and untimely supply of farm inputs

Inaccessible and high costs of farm machines awdars.
Conflicting roles of farmer's union and Agricultucaoperatives.
Poor credit facilities

Poor channels of distribution and transformation.

3.1.3 Strategies for Overcoming Problems of Cooperatives

Agribusiness Enterprises

Despite the various constraints that have plagueel Nigerians
Cooperative movement and Agricultural enterprigbs, prospects for
improvement are many and bright.

1.
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Many more people still seek membership of coopesati
societies as they become aware of the roles anentals of
cooperatives. The increase participation will haveoncomitant
effect on the financial base of cooperatives asaufitions will
become larger both in size and sum total. This \pithce
cooperatives in a better financial position whicbhud permit
them to attract qualified and skilled personnel toeir
management systems, better financial base forpé&ations is
credited and a good management of this will makéogsom.
There is absolute necessity to ensure that our eratipe
societies and agricultural ventures are develomed, only in
stages, but also to become service and profit tdkethat are run
and managed along proper business lines.

Cooperative and agro allied ventures should noty csgek
financial assistance from government but should aldlize the
services of banks like the Nigerian Agriculturabdperative and
Rural Development bank (NACRDB) and the Cooperative
(Skye) banks.
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4. The interference of government in the day-to daviies of
cooperatives should be discouraged and reducedthetdoarest
minimum. The role of government should be to previd
leadership and legislative frame work.

5. The need for proper business practices by coopegtin
agricultural ventures through proper selection,inirg and
development of effective management of professiomahagers
should be adopted e. g No credit sales, No un-gted loan.

6. For effective control, cooperatives should ado@ finactice of
inspection, auditing, and budgeting and provide rappate
sanctions to keep the members and workers on &Bwbd
channels of communication should be worked outividdal's
job descriptions must be clearly spelt out

7. Management by objectives strategy: This concept basn
widely used in industry with varying degrees of sgs. This
process includes among other things, a clear diefiniof the
purpose and objectives of the cooperative and algyral
ventures and achieving these goals objectively hth aid of
established control system.

8. Cooperative societies must be ready to take sutth dteps that
will make them overcome the long known problem wérdue
loan and favouritism. Steps for arbiration shouddihitiated not
minding whose ox is gored. This must be followedldgical
conclusion to ensure that what is taken out is aksoirned
appropriately. Such steps will surely stem down Habit of
overdue loan pervading many societies.

SELF-ASSESSMENT EXERCISE

Mention five factors that can lead to failure obperative agribusiness
ventures

4.0 CONCLUSION

Cooperatives involve in different forms of venturesorder to raise
their capital base.You have learnt in this unig thstinguish feature of
Agricultural ventures own by cooperative societesl the failure and
success factors in these agricultural ventures geabg cooperatives.

5.0 SUMMARY

In this unit, we have considered Agricultural veegias one of the main
areas of investment by cooperatives. Some of thlardafactors of

Agricultural venture, as you have learnt, are: p@easibility, power

supply, finance, leadership problem, quality of ducts, nature of
agricultural products, storage, and seasonaliugbut and so on.
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While we also identified the strategies to overcomany of these
challenges.

6.0 TUTOR-MARKED ASSIGNMENT

1. List and explain failure factors in Cooperative #gitural
Ventures.
2. Mention Strategies for Overcoming Problems of Coafpees

Agricultural Enterprises.
7.0 REFERENCES/FURTHER READING
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MODULE 3 PRINCIPLES = AND OPERATING
TECHNIQUES ESSENTIAL FOR
SUCCESSFUL COOPERATIVE
ACTIVITIES IN NIGERIA

Unit 1 Cooperatives and its Values

Unit 2 Cooperative Principles and Operation Guicsd
Unit 3 Cooperative Books and Records

Unit 4 Loan Management

Unit 5 Cooperative Finance

Unit 6 Cooperative Financial Statement

UNIT 1 COOPERATIVES AND ITS VALUES
CONTENTS
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3.0 Main Content

3.1 Cooperative values as a basis for Cooperative iptex
3.1.1 Organizational Values
3.1.2 Members Ethical values
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5.0 Summary

6.0 Tutor-Marked Assignment

7.0 References/Further Reading

1.0 INTRODUCTION

To begin with, in this unit, you may need to askatwalue is. Value is a
quality in a thing that makes it desirable in its&l more desirable than
something else. I.C.A (1995) defined value as basmvictions about

what is good or bad, right or wrong, importantval, good, better or
best. As such, cooperatives values are an essepaigl of the

cooperative identity or personality (Onuoha et.alh) cooperative

evaluates itself on the basis of its value systédnembership of

cooperatives is therefore; open to everyone as &mghey share the
Cooperative values and principles. Cooperative nemishow these
values by working together for everyone's benefiid are encouraged
to play a full part in the Society.
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2.0 OBJECTIVES
By the end of this unit, you will be able to:

. Name the ethical values believe by Cooperative neemb
. List and explain the Cooperatives values

3.0 MAIN CONTENT

3.1 Cooperative Values as a basis for Cooperative Priijes

There are a number of cooperative values that g@deperative
principles these are namely: self-help, self-respmiity, democracy,
equality, equity, and solidarity. According to thHMorthcountry
Cooperative Foundation, these are the values orchwtiie modern
cooperative movement was founded.

The cooperative values are divided into groups. flilsé set (self-help,
democracy, equality, equity and solidarity) dirgctunderlie the
organizational structure of cooperatives, while sleeond set (honesty,
openness, social responsibility and caring for rshare concerned with
moral behaviour. Let us consider these values tirethe other.

3.1.1 Cooperatives Organizational Values

Cooperative values are an essential part of th@erative identity or
personality. A cooperative evaluates itself on theesis of it value
system. The values are internalized through edutativhen they are
assimilated they become directives for autonomoakabiour and
criteria for self regulated conduct. They beconangards of behaviour
and guides for action. Let us consider these values

I Self-help
This is the notion that a Cooperative is an orgaion that will
directly benefit its members and community by tlotioms it
takes and the decisions its members make. Therefare
Cooperative is not a charity; instead it is a tfwl individuals
and groups to use to directly improve their livad @ommunities
through their own work and effort.

i. Self-responsibility
Self-responsibility is a major aspect of cooperatidn a
Cooperative, all members are in charge; so indalglumust be
accountable for their actions, responsibilities] dnties. Thus, a
Cooperative cannot function
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properly if the members are neglectful of theirp@ssibilities to
their job, the Cooperative, their fellow members] hemselves.

Democracy
Cooperative_members are the owners of the SociEbch
member has a say in the way the Cooperative bissiaean.

Equality

Cooperatives are based on equality. The basic ohithe
Cooperative is you as a member, who is either aamubeing or
a grouping of human beings. This basis in humasqretity is
one of the main features distinguishing a coopegdtiom firms
controlled primarily in the interests of capital.emMbers have
rights of participation, a right to be informedright to be heard,
and a right to be involved in making decisions. Ndens should
be associated in a way that is as equal as possible

Equity
While —equalityl 1s about giving people access to the same
resourcesand treating them the same — —equityl is the

concept of providing disadvantaged folks and privileged people
with fair accommodation and treatment accordinth&r needs -
in order to put them on equivalent ground.

This is important in situations where an —equall action would
continue to keep one person in an unfair positiger another.
People are born into different positions and owiedy provides
certain individuals with privileges that others dot share.
Therefore, equitability seeks to account for thegefair
advantages that certain individuals inherit by mgvipeople
access to the proper resources, treatment, and -miorerder to
help them gain equal and fair social, economic, potitical
conditions.

Solidarity

This 1s the value of —fellowshipl among members of a
cooperative (worker-owners or member-owners) andremo
including: other cooperatives, organizations, amtividuals who
are linked by a shared concern or cause. Solidastyhe
recognition that, in the cooperative movement,ldbterment of
individuals* immediate and distant futures deperms the
improvement of others’ lives and the fulfilment tfeir goals
(and especially for those who are from less pmyalk
backgrounds). Thus, it is essential for cooperativend
cooperators to

65



ARD 308 PRINCIPLES OF COOPERATIVE PREES

recognize the importance of working together topsupothers in their
struggles, goals, and efforts — and for othersotthé same for them.

3.1.2 Membership Ethical Values

The second group of cooperative values is ethicaharacter. Here, the
cooperative movement declares its commitment ttaicemoral values,

particularly those of honesty, openness, socigdarsibility, and caring

for others. In other words, cooperatives are mgralbund to avoid

dishonesty; secretiveness, anti-social behaviond, selfishness in all
their dealings.These values are in accordance dotrtdition of the

founding fathers of Cooperatives. Whenever you iar@any form of

cooperation the following ethical values are vemportant to believe:

I Openness Cooperatives have a bias towards openness. Tieey a
public organizations which regularly reveal consaide
information on their operations to their membehg public and
government alike. There should never be any deay skecrets
in a cooperative. This Characteristdistinguishes
cooperatives from other business outfits. To retaithe
confidence of their members, cooperatives publigir taccounts
regularly while companies seek refuge in the dasskne

i. Honesty has been a long-standing tradition in the coopexati
movement. The Rochdale Pioneers insisted on homegghts
and measures, unadulterated goods and fair priggscultural
cooperatives have been committed to high qualiopdpce, with
honest labels. Credit cooperatives have a reputdio their
honesty in calculating interest payment. Workerpssatives had
always set up honest systems of open manage meopeGiives
must be straight forward in dealing with their meargband non-
members. Behaviours like stealing, cheating, tsasmn,
smuggling, bribery etc. -must not feature in thd#alings with
customers, government, members and non-members.

il. Social responsibility: People join cooperatives in order to
take responsibility for their own condition and fdhe
community at large. Cooperators are not egoisgdf-centred
individuals. They willingly accept group and soca@ligations
for the benefit of the wider population. They taketion and
make sacrifices in order to improve the lot of gfurer sections
of humanity. They conduct surveys, identify thetrocauses of
community problems and set up projects to addrésset
problems.

On the other hand, cooperatives aspire to be gavdorate

citizens of their country and their local communitiney will not
engage in anti-social behaviour in any form. Thely lve law-
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abiding and peace loving. They will protect the ismvment and

encourage their members to economize scarce hunthnadural

resources. Both in their consumption behaviourepast and in

their processes of production, they will strive &vds sustainable
human development.

I Caring for others Within their financial capacity to do so, co-
operatives assist the poor and the handicappedcietg. A part
of the net surplus is allotted to this annually.oferatives in
wealthy nations extend their assistance to the drowf
cooperatives in developing countries. Though coajpers are
not primarily charitable organizations, like thedR€ross, they
are, nevertheless, altruistic and caring, with casspn for
suffering humanity all over the world.

SELF-ASSESSMENT EXERCISE
Highlight the key values of cooperative societies
4.0 CONCLUSION

We have learnt in this unit that any Cooperativeiety that will thrive
must as a matter of importance hold on to the Catipe values. These
values include self-help, self-responsibility, demaey, equality, equity,
and solidarity. You are also to note that as a nexnad Cooperatives
you are to believe in the ethical values of the [g&vatives. All these
values serve as character guide to co-operators.

5.0 SUMMARY
Our discussions in this unit focus on the six Coapee values namely:
self-help, self-responsibility, democracy, equaléguity, and solidarity.

Openness, Honesty, Social responsibility and Caforg Others are
discussed to be the watch word for members.

6.0 TUTOR-MARKED ASSIGNMENT

1. List and briefly explain the six Cooperative Values
2. Discuss the ethical values of Cooperative members
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1.0 INTRODUCTION

In the previous units you have learnt that in meagpects, cooperatives
resemble other businesses. You should have unddrstthat
Cooperatives like other business organizations hamelar physical
facilities, perform similar functions and follow wad business practices.
They usually incorporate under state laws and regbye laws and
other necessary legal papers. Members elect a bafadirectors to
represent their interests. The board sets polidy tdares a manager to
run the cooperative's day to day business.

You will learn in this unit the distinguishing pdiples of cooperatives,
these principles differentiate cooperatives froineotforms of business
organizations and recognized as criteria for arass to qualify as a
cooperative. These principles are more than just gwactices, policies
or common sense.

2.0 OBJECTIVES

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

. State the principles of Cooperatives
. List the operational guidelines of Cooperative pcac

3.0 MAIN CONTENT

3.1 Principles of Cooperation

A principle is a basic truth or general law deterimg the existence, and
regulating the conduct, of an organism or orgaronsand
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distinguishing it from other systems. Whereas, tG& defines a
cooperative as: "An autonomous association of pasrsanited

voluntarily to meet their common economic, sociatl a&ultural needs
and aspirations through a jointly owned and dentmaity-controlled

enterprise” (ICA, 1995).

The principles of cooperation are, therefore funeatal and universal
rules lay down by cooperative leaders to defingeoatives, guide their
conduct and lead them on to enduring and succegsftbrmance. The
International Cooperative Alliance defined cooperatprinciples as
guidelines by which cooperatives put their value® ipractice (ICA,
1995).

Epetimehin (2006) describes cooperative princiglesthe norms that
should prevail in all cooperatives regardless oaihey do and where
they exist. They are in the nature of maxims oiraipns, stating what
cooperatives ought to be rather than what they HBney derive more
from intuition and common sense than from empiricaientific
investigation. They, therefore, need to be re-dtatem time to time to
bring them in line with the contemporary world.

The seven principles of the Rochdale Cooperatigeadopted by the

International Cooperative Alliance (ICA) in 1995ropide that a true

cooperative will:

I offer voluntary and open membership,

i. govern by democratic member participation (one nmennbne
share, one vote),

il. operate by equal and —fairl investment by the members,

V. remain free of intervention from governments or aoijer
outside power (for example, corporations),

V. educate its members and the community about therejat
principles, values, and benefits of the cooperative

Vi, encourage cooperation among cooperatives, and

vii.  (vii) protect the environment and contribute to thestainable

development of the community.

The first six of these principles are essentialig briginal Rochdale
principles; the seventh merely clarifies and exsetite cooperative's
responsibility to the community.

These seven principles are now strongly recommentzdall
cooperatives around the world by the Internati@@@bperative Alliance
(ICA). In practice, cooperatives around the worldvé found it
necessary to modify one or more of the seven piesito fit local
cultural or legal constraints.
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1st Principle: Voluntary and Open Membership

Cooperatives are voluntary organizations; operlltpeasons able to use
their services and willing to accept the respoiitégs of membership,
without gender, social, racial, political, or retigs discrimination.

This first principle, voluntary and open membershias often been
circumscribed by law in Nigeria. While membershiparticipation,

leadership, and benefits have been available regaraf race, creed,
gender, sexual orientation, or other social bouedathe corporate and
financial communities have ensured that the benefittooperatives are
confined to their members e.g. employees of smeabrporations,

interest groups, or neighbourhood residents.

2nd Principle: Democratic member Control

Cooperatives are democratic organizations conttdiietheir members,
who actively participate in setting their policiaed making decisions.
Men and women serving as elected representativees@ountable to
the membership. In primary cooperatives members legual voting
rights (one member, one vote) and cooperativestlardevels are
organized in a democratic manner.

This principle of democratic member control ensuttest no member
has a greater voice in the operation of the codperghan any other
member.The basicprinciple is -one share,one member,onevotel This
principle is frequently modified in the case ofwetks of cooperatives
where the principle could actually result in indopg. For example, the
members of a smaller cooperative may end up witlenaecision-
making power than members of larger cooperativesf édhe umbrella
cooperative itself.

3rd Principle: Member Economic Participation

Members contribute equitably to, and democraticedigtrol, the capital
of their cooperative. At least part of that capisalusually the common
property of the cooperative. They usually receiwgtéd compensation,
if any, on capital subscribed as a condition of rmership. Members
allocate surpluses for any or all of the followipgrposes: developing
the cooperative, possibly by setting up reservast @f which at least
would be indivisible; benefiting members in propomt to their
transactions with the cooperative; and supportingero activities
approved by the membership.

You can call this third principle, of —fair investmentl of common
ownership, often makes the task of generating #vessary equity very
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difficult. Some cooperatives solve this problem daycouraging large
loans with promissory notes of repayment with iesér Such loans are
not shares nor do they imply a greater voice in degelopment or

operation of the enterprise. The incentive of wamtihe cooperative to
succeed because of its value to the community anddividuals often

inspires members to provide large interest-fre@mdodor others, a fair
interest rate is a sufficient incentive to indivédilenders both inside and
outside of the membership. Loans and grants can ketp to keep

membership fees at reasonable rates so as nottterhcommunity

members with fewer resources.

4th Principle: Autonomy and Independence

Cooperatives are autonomous, self-help organizatontrolled by their
members. If they enter into agreements with othegamizations,
including governments, or raise capital from exa¢sources, they do so
on terms that ensure democratic control by theimbers and maintain
their cooperative autonomy.

Like the first principle, the fourth principle obmplete autonomy and
independence can create legal difficulties, espigcia Nigeria, and

often cannot be followed absolutely. Cooperativesevery state in
Nigeria exist under the supervision of the Minisiof Community

Development and Cooperatives. Hence, the cooperaticieties may
not have the absolute autonomy and independence.

5th Principle: Education, Training and Information

Cooperatives provide education and training foirtheembers, elected
representatives, managers, and employees so they coatribute
effectively to the development of their cooperagiv&hey inform the
general public - particularly young people and apinleaders - about
the nature and benefits of cooperation.

The fifth principle of educating members and thenominity has seen
success in some cooperatives but not others. Onleeothallenges of
this principle is to avoid settingup a huge-marketind programunder

the aegis of—educationl. At the same time, effective membership must
be based on effective education about the missioth walues of
cooperation. For cooperatives to succeed, educatight to extend to
youth and to others in the community for a broadetderstanding of the
nature and benefits of cooperation.
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6th Principle: Cooperation among Cooperatives

Cooperatives serve their members most effectively strengthen the
cooperative movement by working together througballo national,
regional, and international structures.

This principle is largely self-evident. As coopéras of various types
proliferate within a community, a need arises btk lihem in some kind
of network. People in the community need to knowutlihe existence
of cooperatives, and the various cooperatives dten dacilitate their
educational and marketing efforts much more effetyi through a
community association of cooperatives than they bgnindividual

efforts. In Nigeria, Cooperative Federation of Nige(CFN) helps to
achieve this function on a national level. The fdnétional Cooperative
Alliance (ICA) acts on an international level. Imdiion to those
organizations.

7th Principle: Concern for Community

While focusing on member needs, cooperatives workHe sustainable
development of their communities through policiesepted by their
members.

This seventh Principle of Cooperation states a eoncfor the
environment and sustainable living. For example, odigsel
Cooperatives salvage cooking oil from restaurants fast food outlets
and process it into a fuel that can be used inrnatecombustion
engines. These cooperatives provide an alternaiivethe rapidly
depleting supply of petroleum. There are also caaipes for recycling
and other forms of conservation

SELF-ASSESSMENT EXERCISE
Enumerate seven principles of cooperatives
3.2 Operational Guidelines of Cooperatives

Certain business practices have developed thaemmgait and facilitate
the basic principles of cooperation, as you havarnke above.

Cooperatives follow certain operational guidelin€bese are practical
response to local needs. Some are adopted frordasthinternational

practices, others are local innovations. But aksth are aimed at
perfecting cooperative operations. They further fedéntiate a

cooperative from other forms of doing business.

They are:
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(1) Capital Formation Starting a new cooperative can create a need
for substantial capital. A problem develops wheying to
operate with limited membership equity capital. Ttask of
financing a new cooperative with member equity al@usually
impossible. Therefore, the best source of additibmads needed
is from members in the form of: a) membership fe@urchase
of stock; b) agreement to withhold portion of nedrrengs
profits); c) by assessment based on units of pitsdsold or
purchased.

(i)  Cash Trading- This is business done on a cash and carry basis.
The customer enjoys at least the use of the goodis@rvices for
the cash payment he/she gives. Cash trading prenejeality
since anybody with cash can enjoy the service page. This
practice can train members to observe the habibalanced
spending. Furthermore, the cooperative would be &blavoid
bad debts and stabilize business operations. Fjnals a way of
increasing growth.

(i)  Selling at market price- Cooperatives offer goods and services
at prevailing market prices. This promotes stabilit can cope
with operational expenses and cover up the negafiferts of
shrinkage, depreciation and losses. It helps mairte prices of
goods;

(iv) Cooperatives can avoid destructive competition Fostering
constructive competition among cooperatives wifegaard the
interests of consumers. Cooperatives are encoutageabperate
in unison and bring their joint power in the marketto the level
achieved by enterprises that are operated for ¢mefii of other
stakeholders. They cooperate in order to get adieal from the
large scale buyers of their products. Consumerpamade to get a
better deal from manufacturers and suppliers. €nagions are
formed to counter the power of large scale findnicistitutions.
Price fixing agreements and cartel methods aregpited.

(v) Constant expansion As organizations, cooperatives have to
grow for community services. Expansion is a mustsldone
intensively and extensively. New members shoulddoeuited to
accumulate more capital and savings to supportatiper of the
expanded business and services which in the lomg will
provide more benefits for them. However, memberthiis regard
should undergo continuous education and trainingle@rn
various management practices/techniques and eféetihancial
supervision.

(vi)  Quality standardized goods Cooperatives are intended to
develop communities through the production of higumality
goods and provision of better services. Cooperatoauld help
by patronizing only standardized products and ses/df high
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quality. Hence, different types of cooperatives| sirive to improve

their goods and services to stand competition withsiness

establishments. This in turn will be instrumentalmproving life in the
country.

(vii) Cooperative wholesale business or interlending (cperative
bank). Cooperatives can be organized with enough peopde an
capital. They respond to the needs of the commuNi&eds arise
when there are people. The expansion of membenrshipresult
in wholesale business. In fact, to be effectiveplbale business,
interlending (cooperative bank), could be done hymary
societies. Defects from retail business could lmedad.

(viii) The benefits from the wholesale are considerabléembers
can market and acquire the goods and servicesaight price
and quality. They can even lower and raise savififfey can
also influence the production of badly needed gaodkservices;

(ix) Minimize expenditures A significant factor favouring the
growth of cooperative is its being a community pobj Their
officers do not receive remuneration. If they getpensation, it
is only in the form of allowances, per diems, ontw@ria. When
audit shows that the cooperative is not capableaorafford the
minimum wage, only employees get paid regularly.e Th
government can give exemption. Furthermore, lawy albow
exemption from income and sales taxes. Minimizicgeaises
should not be taken as a remedy to cover up th&mvesaes of
the system. It is not to be conceived as a forrdade-outs, but
rather, it should be considered as motivation tokendhe
movement stand on its own and soon attain its @b Once
its objectives are achieved, the movement can tskeightful
place in the development of the country.

SELF-ASSESSMENT EXERCISE

Mention three ways capital formation from memberscarried out in
cooperatives

4.0 CONCLUSION

We learned that Cooperative operations, unlike roftvens of business
organizations, rested mainly on the cooperativenggles. These
principles provide a guide to all the activities @boperative societies;
including the practice of cooperatives, loan diskurent and recovery.

5.0 SUMMARY

In this unit you have learnt the seven principlesaoperatives, namely:
offer voluntary and open membership, govern by deat@ member
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participation (one member, one share, one voteyate by equal and
—fairl investment by the members, remain free of intervention from
governments or any other outside power (for exampdeporations),
educate its members and the community about therehaprinciples,
values, and benefits of the cooperative, encoucaggperation among
cooperatives, and protect the environment and ibur to the
sustainable development of the community. You halge learnt types
of loan, procedures of issuing loans, conditiongegoing loan, lending
policies, credit policies, loan delinquency anccgibnary measures.

6.0 TUTOR-MARKED ASSIGNMENT

1. State and explain the seven principles of Cooparsti
2. List the operational guidelines of cooperative pcac
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UNIT 3 COOPERATIVE BOOKS AND RECORDS
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1.0 INTRODUCTION

Records are very important part of any organizatidms is because it
will enable you to measure how well you have beda t achieve your
set objectives. It is a measure of efficiency iy anganization. A well

kept record can be very useful in many ways and eletermine the
continuous existence or otherwise of the orgaromatin Cooperatives,
there are many records that are important for goacking of society
activities. In this unit, we shall consider the mngant records.

2.0 OBJECTIVES

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

. Itemize records necessary for good cooperativeingset
. List and explain various financial records usedoperatives
. Mention other useful records of cooperatives

3.0 MAIN CONTENT

You will notice in this unit that cooperative redsrare discussed under
three sub-heading. The first set of records hadotaith the meetings,

financial records are discussed next and lastlyshadl consider other

useful records.
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3.1 Meeting Records

(@)

(b)

Membership and Attendance Register

The membership and attendance register is keptrandtained
up-to date. This record contains:

(1) Names of all members of the society

(i)  Address

(i)  Occupation

(iv)  Date of admission to membership

(v)  Reference to nominee

(vi)  Signatures

(vii) Date of cessation of membership.

You should note that this record helps to monitoenibers'
attendance, lateness and absenteeism at coopereetengs.

Minutes Book:

This is the record of activities at the committerd ageneral
meetings. It is usually written and kept by therstry to the
society. (Ajibode and Ogunbayo, 1997) This recoat ceveal
the frequency at which committee and general mgetame held.
Decisions at meetings and proceedings are neatly ikethe
minute's book.

SELF-ASSESSMENT EXERCISE

Name two records necessary in cooperative meeting

3.2 Accounting Books

These records are meant to manage, monitor andotdimancial
activities of the cooperatives

(@)

(b)
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Cash Books

The cashbook shows the receipts, payments anddeslam each
day or month of business. It has two sides, nantleé/debit side
(Dr), which is the left side and the credit side)(Qvhich is the
right side.

Cash Receipt Book

This is one of the source documents for recordithgn@nies
received. It is usually in duplicate, which hasb® carbonized
when transactions are being recorded on them.sltonaeach an
identification number, a column for the name of the
organization/person issuing the receipt, the nanfe the
person/organization paying the money, the total arhgaid in
words
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(c)

(d)

Vi.
Vii.
Viil.
iX.

X.

Xi.
Xil.
Xiii.
Xiv.
XV.
XVi.
XVil.
XViii.
XiX.
XX.
XXI.
XXil.
XXili.
XXIV.
XXV.
XXVI.
XXVi.

XXViil.

Payment Voucher

This is another source document on which all paysigncash or
by cheques are recorded, it has column for indigatie name of
the society, the account to be debited, date colutescription
column, rate and amount columns. It also has anwoléor the
president's signature that authorizes payment ahana for the
receiver of the money.

General Ledger

The general ledger contains accounts, which arergem nature
and not particular to individual members. The aatsunclude
all of the following records:

Affiliation or entrance fees;

Annual subscription to Union;
Audit and supervision fees

Annual subscription to State Union;
Fares;

Interest on deposit

Interest on Thrift Savings;

Interest on Loan from Credit Union/Bank;
Salaries and wages

Postage and stationery
Entertainment;

Entrance fees from members;
Fines

Interest on loans to members;
Interest on loans to Union;

Interest on deposit in Union;
Interest on investment;

Bank interest;

Development levy from members;"
Donation

Deposit in credit Union;

Deposit in Co-operative Bank;
Shares in credit union;

Savings in credit union;

Loans to members;

Interest due from union;

Dividend due from shares on Co-operative Bank;
Interest due from Bank;
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xxiX. Investment interest due,

xxx. Building and equipment;

xxxi. Appointment account;

xxxii. Sundry debtor (to be listed separately in a list)
xxxiii. Shares in other Co-operative Enterprises;
xxxiv. Thrift Savings;

Xxxv. Share capital;

xxxvi. Special Savings

xxxvii. Reserve funds;

XXXViil. General reserve fund,

xxxix. Education fund,;

Xl. Provision for entertainment xli.  Loan from Unio
xlii.  Sundry creditors (to be named in a list)

(e) Journal Book:

There are two types of journal in cooperative bkekping these are:

(1) Journal proper: This is used for making entries that does not
involve the receipt or payment of money and intedgler
transfers.

(i)  Journal for adjustment: This is used for making adjustments
particularly at the end of trading period. It hasodumn for date,
narration, ledger folio and Debit and Credit colemn

) Personal Ledger
The personal ledger contains accounts, which aréplar to an
individual member, depositor or creditor. Some bé titems
contain in the account of a member in the persleaiger include
the following:
I Serial number and name of each member
i. Member's signature;

il. Address;

V. Date admitted;

V. Date membership ceases; and

Vi, Reason for cessation of membership.

vii.  The ruling of the Personal Ledger account are hbade
follows:

viii. Date;

iX. Particulars  (of the business transaction) e.g.
Savings, Shares and Loans,

X. Reference (to cash receipt or payment voucher nmbe

Xi. Shares: Dr, Cr, and Balance;

xii. ~ Savings: Dr, Cr, and Balance;
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(1) Loan: Dr, Cr, and Balance;
(i)  Deposits: Dr, Cr, and balance,;

(g) Monthly Analysis Book:

It shows a breakdown of the payment made by evesyniber each
month. It shows:

(1) Name of member;

(i)  Total amount paid in the month;

(i)  Amount paid as shares,

(iv)  savings,

(v)  entrance fees,

(vi) loan interest,

(vii) development levy, etc.

The personal ledger of each member is posted frioen monthly
analysis book.

(h)  Forms of Application for Loan:
The name of the applicant, his address, amouniregtjipurpose
of loan, names of sureties are normally indicatekis form.

(1) Loan Bond:
The bond is a written agreement between the so@aty the
member borrowing money from the society. It corgadetails of
the name of the borrower, the amount.

), Loan Register:
The loan register shows the record of all loan daations of
members. It has columns for the following particsila
(1) Serial number,
(i)  Name of member;
(i)  Name of sureties
(iv)  Amount required
(v)  Estimated value of borrower crops or article oflera
(vi)  Purpose of loan;
(vii)  Minute book page;
(viii) Date of loan
(ix) Loan bond number
(x)  Payment voucher number
(xi)  Amount granted
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(xii) Borrowers signature in receipt
(xiif) Cash book folio;

(xiv) Date of completion;

(xv)  Amount paid;

(xvi) Loan interest

SELF-ASSESSMENT EXERCISE

Enumerate important accounting books/records useaperatives
3.3 Other Books and Records

(@) Authority for Deduction

In societies where members contributions are deduat source, (from
members salary) forms of authority for deductiaonirsalary at source
are normally completed by members and sent to ¢lael lof the account
department who makes the deduction monthly andss#ellist to the
society together with a cheque concerning the amadeucted.

(b) Investment Register

This is used to record investment of societiestirenorganizations. It
has columns for serial number, particulars, datewrninvested and
expected yield.

(c) Building and Equipment Register

This is used to record various assets acquiredhbysbciety. It has
column for serial number, particulars, date asseight, value of asset,
expected number of useful life of the asset, deptiea rate and
residual value.

4.0 CONCLUSION

You must have learnt the diversity of records kbgt cooperative

societies. These records are very important angt wrarcontents and
usefulness. Records related to the financial dets/iof the cooperative
dominate the bulk of the record kept. This is beeatboperative, as you
have learnt in the previous units, is a form ofibeiss organization that
monitors its income and expenditure as well astdebd credit very

closely.
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5.0 SUMMARY

In this unit, you have studied the various recouds in cooperative
societies. These records are into three categor@sely: Meeting,
Financial and Other records. The meeting recordslude the
membership register and the minutes’ book. Findneieords include
cashbook; cash receipt book, payment voucher, gefeztger, journal
book, personal ledger and so on.

6.0 TUTOR-MARKED ASSIGNMENTT

1. Outline the various records use in Cooperatives
2. Name twenty records that can be regarded as pagepéral
ledger in cooperatives
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1.0 INTRODUCTION

Issuance and recovery of loan is one of the maisinkegses of
Cooperative societies. While it is a statutory rai€ooperatives to give
out loan to members, it is mandatory for members witend to utilize
loan from the society to abide by the loan policygoideline of the
cooperatives.

2.0 OBJECTIVES

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

Identify different types of loans

Explain the procedure of issuing loan in Coopeesiv
List loan policies in cooperatives

Enumerate techniques in loan recovery.

3.0 MAIN CONTENT
3.1 Loan Management in Cooperative

Loan is defined as something lend or borrowed framother person
with utmost intention of returning it on agreededand time, with
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interest or without interest. Loan can be definedcantributions of
individual or group of people who are ready to path some money as
loan to another people or group of people withritite to pay back on
the agreed date and time with interest or withotgrest. This can be
regarded as loan. What money is to business, sobdd®d to human
life. Therefore, money is the life wire of any busss without which
there is no way the business can live or prosper.

Since money is the life wire of any business, itame business
enterprise is a product of the funds availabletfat business. These
funds can be derived from different sources, shadeins, creditors,

banks, retained savings, or loans. To this endnéyploan involves

two parties, the person who wants to get the |lozh the person who
intend to give the loan (a lender and a borrower).

3.1.1 Types of Loan

Loan can be classified by the tenure or primaryppse. It can be short-
term loan, long-term loan, or by other types ofneavhich include
personal loan, real estate, or housing loans. THeaas are for
acquisition, renovations or development. These doean be sourced
from employers by employees or from cooperatives.
Commercial/industrial loans which represent thekbaof the loan,
always involve the banks on a daily basis. Thegedyof loan has
maturity day from one day to fifteen years. Comnatrand industrial
loans constitute the bulk of loans which have tgphecessed by banks
and other financial institutions. They are classifas follows:

(1) Term loan - (short, medium and long term).

(i)  Seasonal loans-for Agricultural loans

(i)  Equipment leasing

(iv)  Documentary letter of credit

(v)  Export finance facility

(vi)  Permanent/Capital loans (Revolvers)

It is pertinent to note that particular types adocut across more than
one or two groups. Hence, the above classificatasrsnot water-tight,
but are simply based on convenience. For the parpbthis lecture, we
shall deal with the term loan. Term loan is coneahifor the
cooperators. Term loan is as the name implies-s-jiist for one year or
maximum of 3 years. It is for a specific purpose anth small interest
from 1-18% on monthly basis.
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Who are the beneficiaries of this loan? Every memntdjecooperative
who:

a) Has spent at least 6 months
b) Has been regular and update his/her account.
C) Has at least satisfied the conditions for takiranlo

3.1.2 Procedures of Issuing Loans

a) Application -Members have to apply in writing, an prescribed
application forms, stating how much she/he wanispgse of the
loan, name of sureties or collateral to be attacied when to
liquidate the loan. The Committee then verifies @dicessary
things about the borrower, reconciles approvalhef fban with
all conditions as stated in the relevant bye-laws.

b) Security of Loans - Normally, there are three waysecuring
loans in cooperatives.

(i) The first is to appoint two sureties who should be

members of the society. The duty of the suretiestas
repay the loan if the borrower defaults which isially
stated in the bye-laws.

(i) The second method is to present additional andpéaicke
collateral e.g. landed property, motor vehicle,rebaetc.
The original receipts, Certificate of OccupancyaiC) or
share certificates or other necessary documentshen
collateral must be submitted /deposited with theiety.
However, the borrower is expected to submit ardaffit
of voluntary submission of the documents pledgingto
dispose it off until the loan and its interest pagd fully.

(i) The third method is self-quarantining the loan velhgra
member wishes to take a loan below his total asgdtse

society. Such borrower can be granted loan without

sureties or collateral. Before this condition coube
granted, the borrower must not have stood as sdoety
any other unpaid loan.

2.1.3 Conditions Governing Loans

No loan shall be granted to:

a) any individual other than a member of the society.

b) any member whose installments of shares are iargtre
C) any member who has not made thrift savings under|Bwy 47
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Further conditions as stipulated by Bye-law 57 asdollows: No loan
shall be granted:

a)
b)

c)

for a period exceeding the time limit fixed by tli&eneral
Meeting.

If it would bring a member's total indebtednesshattime of the
loan to an amount exceeding his maximum creditlimi

Unless approved by a majority of the members ofGhenmittee
who are present at the meeting at which the apmitais
considered. Other special areas that need to begtalare of
when approving loans are:

The maximum credit limit - The Committee must beamind
that availability of funds and the principle of nmadx funds
available to as many members as are qualified dmel t
genuineness of the securities offered.

Interest fixed - Interest on loans shall be fixgdtite Committee
and approved by the General meeting. In case ochuttein
repayment, penal interest shall be charged at tiévieenormal
rate.

Bonds/Securities - Every borrower must have bondsueeties.
In the case of primary societies, two sureties raguired. No
extension of period of repayment shall be grantdtthout the
consent of sureties.

3.1.4 Lending Policies

What is the lending policy?

There must be a loan committee.

There must be procedures.

The person must be a member of cooperative foeast|six
months.

The person must possess the 5 Cs which includes:

Character

Capability

Collateral

Capital, and

Conditions

Character: The character of the person who want to borrow
money is one of the most considerations in evaiga# credit
request. The committee has to draw from knowledde o
psychology and sociology of human behaviour whemsictering
loan for a person.

Capacity: Relates to the prospective borrower's financialitg

to repay when it is matured or as they fall duee Tredit
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committee should critically appraise the borrowesteengths,
powers and track record.

3. Collateral: This is security pledged to secure loan. The
appropriateness/adequacy of any collateral for i@aunld largely
depend on the type or nature, amount or tenuresamdture of
the loan requested.

4. Capital: (Financial Conditions): This represents the amaoint
equity (capital) the person has in his/her accoiiie equity
(capital) participation represents some cautiorasgets in the
event of a loan default and the higher the equapital, the more
comfortable the loan committee would be.

5. Conditions: Refers to economic conditions at the time of regues
The cooperative union's/society's liquidity can aoipability to
make a loan

3.1.5 Important Elements of Credit Policy

Policies are general guidelines developed and approby the

cooperatives organization's Board of Directors.may be society,

unions, etc. The reasons for the policies are ¢onpte consistency and
common goals, provide answer and assist with deeisiaking and to
reduce personal liability for board members. Thepstin the credit
policy are:

a) Mission - That is, credit/loans should be givenmember who
have good reputation and are credit-worthy.

b) Boards of Directors of Credit unions are to forntejaeview and
adjust loan policies.

C) Eligibility - That is, smaller loans are to be givdo new
members and there should be a graduation period.

d) Loan payments - This could be monthly, quarterlgwen daily.

3.1.6 Causes of Loan Delinquency in Cooperatives

a) Weakness in loan policies and regulations and raito orient
the members on their responsibilities to pay bdwk [ban on
time, can cause loan delinquency in cooperativieties.

b) Approval of loan application on the basis of frishgh or
paternalism.

C) Approval of new loans to members who are still mtplient, poor
example by leadership, loss of credit culture, etc.

All of the causes described in this category maywercome easily if

we take them into account before granting the lmath during the loan
analysis and approval process.
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3.1.7 Prevention of Problem Loan

A problem loan is one, which cannot be paid acegdo terms or in an
un-satisfactorily manner. It carries risk, whichast of proportion to

return, and there maybe probability of total I0a& shall consider the 4
Ps of problem loan prevention.

a. Philosophy

b. Policy

C. Procedures

d People

a. Philosophy. Preventing problem loan starts at the very toghef

organization and depends equally on the lendingu@ilthat is
created and the strategic decision of committeeagament.

b. Policy: The organization policy embodies management
instructions, which are designed to guide lender$otlow the
general lending policy. The general lending polioy the
organization is the primary means of communicatitige
organization's lending philosophy. It outlines theganization's
definition of safe and sound lending practices besictice.
Policies are like laws which must be abide with aothody can
claim ignorance.

C. Procedures Procedures consist of the systems and controls
which assure that policy exceptions are broughingmagement
attention. It includes loan approval and reviewcedures, loan
rating systems and system to provide managemerd typ
information on the portfolio.

d. People: These are the committee members, if good loan idecis
are made in accordance with the lending policies@ocedures.

If they are thoroughly analyzed and well-documentithny
problems loans can be avoided. Members of loan dtsen
should be given free hand to operate.

3.1.8 Loan Collection Techniques

The committee should be vigilant especially, whba tepayment is

becoming irregular:

a) Call the attention of the borrower

b) Suasion methods

C) Report to immediate family and later friends

d) Report to parent body

e) If borrower invest on a business and it has go®e,cgou can use
either of these techniques:

(1) Loan him additional money with close monitoring.

89



ARD 308 PRINCIPLES OF COOPERATIVE PREES

(i)  The committee should take up the management dfubimess.
f) Lastly, take him or her to court. Don't take the lato your own
hands.

3.1.9 Rules and Disciplinary Measures to Prevent High
Delinquency Rates

It is important to know the consequences of delampy and put into
practice measures to prevent it. A good start ¥miding and achieving
control over delinquency is by choosing the rulesl aisciplinary
measures:

a. The cooperative union/society must have and enfooceect and
sound loan and collection policies.

b. Must grant loans only on the basis of the analgSihe ability to
pay, appraisal of the securities and confirmatibimcome.

C. Cooperative unions/societies must never grant & loat of
friendship, paternalism and or affinities of angey

d. For no reason and under no circumstances must alaewbe
approved to a delinquent member.

e. Bear in mind the concept that every member borrogcause he
can pay.

f. Charge off bad loan from the society's account oquarterly
basis.

g. Cooperatives must not restructure or renew loanarfg reason.

h. Apply all the penalties for delinquency permittedthe laws and
sanction delinquent members.

SELF-ASSESSMENT EXERCISE
i. Define loan

i. What are the lending policies?
iii. List four loan collection techniques you know

4.0 CONCLUSION
We learned that Cooperative operations, unlike rofitvens of business
organizations, rested mainly on the cooperativenggles. These

principles provide a guide to all the activities @boperative societies;
including the practice of cooperatives, loan diskurent and recovery.

5.0 SUMMARY

In this unit you have learnt the seven principlesaoperatives, namely:
offer voluntary and open membership, govern by deat@ member
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participation (one member, one share, one voteyate by equal and
—fairl investment by the members, remain free of intervention from
governments or any other outside power (for exampdeporations),
educate its members and the community about therenaprinciples,
values, and benefits of the cooperative, encoucaggperation among
cooperatives, and protect the environment and ibur to the
sustainable development of the community. You halge learnt types
of loan, procedures of issuing loans, conditiongegoing loan, lending
policies, credit policies, loan delinquency anctgiBnary measures.

6.0 TUTOR-MARKED ASSIGNMENTT

1. Mention types of loan you know
2. Highlight procedure of issuing loan in cooperative
3. Explain the causes of loan delinquency in coopezati
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1.0 INTRODUCTION

In this unit you would learn how cooperatives seufor their capital
investment as well as the running capital. The psepof cooperative
finance is to make you appreciate various finan@ativities of
cooperatives that differentiate them from otheraficial institutions
such that they are able to offer above-averageiceeralong with
competitive rates in the areas of lending and itnaest dealings.

2.0 OBJECTIVES

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

. List and explain the various sources of capitalilabée to
Cooperative societies
. Describe three methods of matching patronage andityeq

obligations in Cooperatives
3.0 MAIN CONTENT

3.1 Sources of Capital in Cooperative Societies

You have learnt from the previous sessions thapeives, like other
business organizations, require capital to functidhe greater the
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amount of capital held by the cooperative, the tgreds ability to
purchase more efficient technology, invest in stafining and
education and make other improvements to the rgnairthe business.
Capital for the operation and improvement of thepsvative business
can come from three main sources:

(@) directly from members themselves

(b) retained surpluses generated by the cooperativedsss

(c) outside sources.

Let us consider these sources one after the other.
3.1.1 Directly from members themselves

This source of fund is direct contributions frometmembers of a
cooperative society. It includes the following:

) Entrance Fees

Before anyone could gain admission into a sociegymust pay
entrance fees. It is usually a token sum of morféydable by

intending members. It is usual to keep this fegyVew and the
amount is usually decided upon by the general mgetf

members at the onset of the society. This is theeyothe
Society can lay hand on to meet some initial experst the
initial stage of the society’s formation. The monéy not

recoverable by members and payment is mandatoryafor
members.

(i)  Share Capital
Member share capital represents individual membernaitment
to the cooperative form of business. It also idedi the
individual member's financial stake. It is withdmavenly when
the member leaves the cooperative.

The society offers shares for sale like in a comgpamd a share
normally has a value e.g. a share may be N1, 00€e@0. As
agreed in the General Meeting, a minimum share imglds
normally fixed for each member of the society toy.bu
Owojuyigbe (2007) noted that there is also maximsinares
capital holding. The purchase of shares by a memiakes the
member an owner of the business and it is when e@anber
has paid for the minimum share holding that hetsbeomes a
full member of the society and can enjoy all righiwileges of a
member.

The bye laws regulate the minimum and maximum shaptal
holding. This ensures a good capital base for tbeiesy.
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(i)

(iv)

(v)

94

The share capital can be paid once or instaimgntalinake it
easy for the members. However, members can exdresgefull

rights only when they have paid the minimum shaapital. It

should be noted that share capital is refundabla neember on
withdrawal from the society.

The limitations are that the share capital will t®luced by
members' withdrawal. Also, part of share capitavithdrawable
if the share capital is more than the minimum.

Interest on Loans and Investments.

Cooperative societies as business enterprises [pgas to
members and it is mandatory for loan beneficiatdegay interest
on loan taken. This is also a source of capitatiersociety. The
Societies may invest their money in buying sharesmf
companies, trading, land speculation and the dindder interest
that accrue to the society from these, build upcidygtal in such
organization. The interest on loans and dividendemf
investments can be reinvested into the businesedociety.

Savings.

Individual member deposits with the cooperative cahinay be
used for cooperative business. Every member isota@do save
into the society in respect to the financial capigbiof such

member. The savings must be regular, preferablynonthly or

weekly basis. The General Meeting decides whatntiremum

savings should be and no limit is usually placednenmaximum.

Two types of savings are available to Cooperatise is the
regular savings which is dependable regular sooftecome for
the society. This is the one each member must egylarly to
the society and it makes each member to be thifitye second
one is the special savings. This is compulsoryalbmembers,
but any member that has a financial obligation teefoim/her
especially payment of school fees, funeral cereesmynor future
use of money, may engage in this type of savings usually
done on agreed duration at the expiration of whigh money
will be withdrawn by the member.

Deposit from members and non-members

Members may be asked to deposit some amount ofyriaribe
Society as may be decided by the general meetirigeo$ociety.
To make the society have more money, non-membess baa
encouraged to deposit some money in the societforim of
savings. As a result of non- members' deposity, i@y have to
enjoy some of the benefits that are exclusivelyni@mbers. For
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example, non-members may be paid interest on ¢aj@feosited
in the society but will not be allowed to take laarthe society.

(vi)  Annual Subscription.
Members may agree to pay this fee into the soaetye in a
year. This is why it is called annual subscriptitinis aimed at
ensuring that the society has more capital.

(vii) Fines
Fines are paid in cooperative Societies by defesili® member
may default by not attending meetings or gettingheetings late.
He/she may also default by not abiding by the rutesl
regulations of the society. Fines also swell thepiteh of
Cooperative Societies in one way or the other dmy tare not
recoverable by the payee.

(viii) Development/Special Levy
The members of the Society may agree to contribute
Development levy or special levy. This is to enatble society
accumulate more capital and ensure the societyhieaability to
compete with other business organizations.

3.1.2 Retained surpluses generated by the cooperative bnsss

Funds created through the retention of cooperdiiv@ness surpluses
that are not directly allocated to members aret@roimportant source
of cooperative capital. This is a long term soudfefunds; some
cooperatives‘ rules allow these funds to be digted only when a
cooperative is liqguidated. Some the examples df sotirces are:

(1) Deferred Payment
Deferred payment to members for part or all of rth@ioduce
delivered to the cooperative is another source ig@ntce to
cooperative societies. The society can make ugbeokarnings
from the sales of members produce, though the tyoai#l pay
interest on such earning to their members.

(i)  Reserves
Reserves come into being only when a Cooperativa@e§o
makes a surplus. The bye-law mandates a Coopersiniety to
put a part of the surplus in the society as reselfie society can
have reserve only if the members of the societyeldone good
job. It cash be regarded as the
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Society's hard-earned money which can be plougheezk tnto the
business. It should be clear that reserve is aeKpense of member's
patronage refund.

3.1.3 Outside Sources

In addition to institutional capital and member italp cooperatives
often make use of external sources of funds totlmeir operations or to
finance investments. These non-member sourcesnafsfunay include
cooperative or commercial banks, suppliers, govemimor donor
agencies and so on. External funding may be pravideifferent ways:

) Loans
A cooperative society may get loan from the unioaffiliates to,
or from financial institutions like Banks or frorhé Government
in cash or kind. Loan from government may be irgefese or
with low interest. At times, Government suretiescigties, to be
able to take loans from financial institutions.

The limitations to the loans taken by Cooperati8esieties are
that the Societies at times lack collateral segutidtans are at
times delayed by bureaucracy and loans from firsnci
institutions are usually with high interest ratels@ when
cooperatives take loans from the Federal or Stateefdment, it
misinterpreted to be their share of the nationdecand they
would not be willing to repay the loan.

(i)  Donations

This is usually received through appeals at theraentement of
the society's operations where the members of ety go

down on their knees to beg the government or mesnbethe

public to donate to the establishment of the sgcat for a

development project. This was common in the pasé@ally in

the 1940's and 1950's but not nowadays because engnob
societies now realize that they are not beggarss dpart, they
now understand that cooperative societies armé&ss ventures
to be financed and run by them.

(i)  Grants
Grant is a gift to the Cooperative society. Granusually given
by the Government in the past. But nowadays, thee@wnent
rarely gives grants to Cooperative Societies. Wihemas being
given, it was usually regarded as a share of nalticake by
beneficiaries and would not be used profitably. Idoer,
Cooperatives are advised to shun grant from
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Government because it is usually accompanied watfitrol from the
government and the control makes the members heseinitiatives.

(iv)  Subsidies
When Grant is compared with subsidy, the total amhawolved
in grant is gift while part of subsidy is gift anlde other part is
money contributed or owned by the Society. Subsidy also
lead to control of the society by the donor. Alsath the
mentality of Nigerians, subsidy may be misused.

SELF-ASSESSMENT EXERCISE

Mention three main sources of capital in coopeeativ

3.2 Methods of Matching Patronage and Equity Obligatiors

Capitalization is the amount and source of monesdad to fund and
operate the cooperative. The committee of a neetlyis cooperative or
existing one recommends a plan of capitalizatiaiuiting: Determine
whether the capital structure is to be stock or-stmck, estimate the
amount of member investment (risk capital) andnestie the amount
and source of borrowed money needed (debt capital).

Three methods of matching patronage and equitygatiiins have
achieved general acceptance: revolving fund plapscial plans, and
base capital plans. Although the systems are oftened as unrelated,
they may, in fact, operate together.

3.2.1 Revolving Fund Plan

"Revolving fund financing" refers to systems in aipatrons make
annual capital contributions; typically through aieed patronage
refunds or per-unit retain allocations. The coopeegain turn, redeems
earlier capital contributions on a regular basisdé&mption is usually on
a first-in, first-out basis. The cooperative detews what its total
capital requirements are and the excess is redeeraeld year, the
earliest or "oldest" equity being revolved outtfirs

A revolving fund plan is frequently described agstematic" if older
equities are retired on a regular basis, usualjyvan number of years
after they were issued. In a systematic plan, menm&estment is
related to recent and current use. Newer membesalysadd equity to
their account during their early years in tbeoperative. The
accounts of established members are adjustezh egear to better
reflect current patronage. They make new investmbated on
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current year's patronage and have their earliemtsyequity redeemed.
The accounts of former members are commonly pdidwing the life
of the revolving cycle, usually beginning the yesfter they cease
patronizing the cooperative.

Redemption is normally dependent on a board of ctire’
determination that funds for revolvement are atd@aThis insures that
there is room for flexibility if the situation waants it. For instance, if
there is a shortfall in new equity or a need taease the cooperative's
total equity, equity requirements can be met bygtleening the
revolving cycle (the cooperative keeps equity fotoager period of
time).

This tactic should be used sparingly, as it desifitem the objective of
having current users finance the cooperative. Atstan create member
relations problems if the members have the expeant#ihat their oldest
equities will be redeemed on a fixed schedule, siomes without regard
for the cooperative's financial condition.

3.2.2 Special Plans

A special plan is one in which a specific eventtondition, such as a
member's death, triggers equity redemption. Thet mosimon events
covered are death, retirement or reaching a spdcifige. Once the
condition is verified, the member's equity may kb&med at once or
over a prescribed number of years.

Special plans are often popular with members, wd® redemption of
their equity investments supplementing retiremamtome or their
estates. But special plans can complicate finangiahning for the
cooperative. One problem is forecasting how muchitegwill be

redeemed in a given year.

Another difficulty is dealing fairly with membersho are partnerships
or corporations and whose business activity or fif@y continue well
beyond that of individual partners or shareholdémse approach is for
the association to redeem that portion of the merfiba's equity equal
to the ownership interest in the firm of the persoeeting the special
redemption condition. Then the firm would be expdcto make up the
difference just as if it had been underinvestedtli®y amount of the
redemption.

Special plans are sometimes combined with revolviingd or base
capital plans.
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3.2.3 Base Capital Plan

A "base capital plan” is a special equity capitanagement plan. It
focuses directly on the current proportion of calpat patron should have
in the cooperative at a particular time, based fmn degree of use.
Development of the base capital plan involves seseps.

(1) The cooperative determines its total equity capiéeds.

(i)  The equity capital needs are allocated among patbased on
the proportion of the cooperative's business eattop did with
the cooperative during a base period, typically plast 3 to 7
years.

(i)  Each year the cooperative's equity requirementsrenaewed
and adjusted as the board of directors finds apjaep Each
patron's share of the equity requirement is algoséed to reflect
(a) any change in the total requirement of the eoajve and (b)
any change in the patron's proportional share e rtew base
period.

(iv)  Under invested patrons must add to their equityaiet; usually
through the current year's retained patronage dsfam per-unit
retains, or by direct contribution.

(v)  Fully invested and overinvested patrons generablypaid a cash
rebate of current year's patronage refunds andumérretain
allocations. Overinvested patrons may receive aditiadal
payment in redemption of their excess share oéthaty.

The proportional share of former patrons will falich year, reaching
zero at the end of the base period beginning tst year after they
cease patronizing the cooperative.

SELF-ASSESSMENT EXERCISE

Mention three methods of matching patronage andayeqbligations in
a cooperative society

4.0 CONCLUSION

In this unit, you must have appreciated the pedtyi@f cooperative as
a business organization. Sources of income availaisl a cooperative
society, as a form of financial institution, are nmrous. Also,
Cooperatives have distinct ways of matching pagenand equity
obligations. All these peculiarities in Cooperatiugances differentiate
them from other financial institutions such thaeythare able to offer
above-average service along with competitive rategshe areas of
lending and investment dealings.
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5.0 SUMMARY

We have discussed Sources of capital in cooperategeties. These
sources are categorized into three namely: direfityn members
themselves, retained surpluses generated by theecatove business,
and income from outside sources. We have alsotleaethods use by
cooperatives in matching their patronage and eqoiitjgations. The
methods identified are: revolving fund plan, spe@ins and base
Capital Plan.

6.0 TUTOR-MARKED ASSIGNMENTT

1. List sources of capital in cooperative societies
2. Describe methods by which cooperatives match pagrerand
equity obligation
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1.0 INTRODUCTION

Your knowledge from the previous units would suggesyou that to
run the modern day cooperatives successfully, itrigcial that the
management committee members understand the falasitiation of
their cooperative. Regular review of financial staénts is necessary to
make prudent business decisions, to protect thetyegqwested by
members, and to make sound long-term strategicspReviews should
be conducted at least once annually. The fact thahagement
committee members may not have formal training éooanting and
financial analysis does not decrease their findnogsponsibilities.
Competent accountants and other financial anabfstslld be hired to
help the society evaluate and interpret cooperéinaces. The balance
sheet and operating statement (also called profit lass statement,
income statement, or earnings report) are the mssential financial
statements and should be provided to the board raadagement
monthly. Together they provide a picture of the prrative's financial
position, its performance, and its ability to megfinancial obligations.

2.0 OBJECTIVES

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

. Define key financial terms used Cooperative soeseti
. Demonstrate the use of Balance sheet

. Prepare cooperative statement of operation

. Outline main financial ratios
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3.0 MAIN CONTENT
3.1 The Balance Sheet

The balance sheet presents a financial snapshat aafoperative at a
specific point in time (generally the last day lo¢ tusiness year). It also
typically includes the balance sheet for the pyear to allow for
comparisons. A sample balance sheet is shown la 1alKey financial
terms are defined in 3.1.1.The balance sheet isebrmto three parts:
assets, liabilities, and equity. The parts musagbkwalance because the
total resources or assets of a business equaliberda owed to others.
In other words, Assets = Liabilities + Members' Egu

Assets are normally divided into three categormsrént, fixed, and
other) according to the time it takes to conved #sset into cash.
Current assets are expected to be converted witienyear. They
include cash, accounts receivable, and inventofiés. reported value
for inventories is equal to the lesser of theirtarsmarket value. Fixed
assets are not expected to be sold (hence the fiead§ They include

the "bricks and mortar" of the cooperative, thdduogs, equipment, and
land. Their net book value, not their market valisereported. The net
book value equals the original cost minus depreciatAll fixed assets,

except land, are subject to depreciation. Deprieciaaccounts for an
asset's loss of value due to normal wear and teartone. A new car is
worth more than a 5-year old car, for example. Othgsets include
investment in state cooperatives and other invagine

Like assets, liabilities are also segmented acogrdo time (current,

long-term, and other). Current liabilities are debtie within one year.
They include trade accounts, seasonal operatingsjosash patronage
refunds due members, and taxes and insurance. teormghabilities are

debts or portions of debt with more than a one-ydae date. They
include long-term loans from banks (e.g., mortgagesd long-term

contracts. Deferred or other liabilities are obiigas without specific

payment terms. They include deferred income tailiiees and deferred

compensation to employees.

Members' equity (also called net worth or ownegsiity) represents the
capital members have invested in the cooperativethe portion of
cooperative assets they own. Equity is often callEdcapital because it
is the last to be paid (or the first loss) in bamtcy and it alone bears
the risk of asset value fluctuations (since liaigii will stay fixed).
Members' equity is typically divided into three egries on the balance
sheet: common stock, deferred patronage refundali@rated equity),
and unallocated equity.
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3.1.1 Key Financial Definition

(1) Gross margins: income - cost of goods sold

(i)  Income: The naira value of products and services sold lay th
cooperative, also called gross sales.

(i)  Cost of goods soldBeginning inventory at cost + purchases of
goods to be sold - cost of inventory at the enthefperiod.

(iv)  Gross income:gross returns + other income.

The revenue (after purchasing and service experisestooperatives
realizes from selling its products and services.

(v)  Gross returns: gross margins + service income

(vi)  Other income: incidental revenue - incidental expenses +
patronage refunds + dividends interest on investments. It is
also called non-operating income.

(vii) Savings:gross income - total expenses.
Residual funds after expenses and income taxesledacted
from income, also called net earnings or net @ofit

(viii) Local net margins: total net margins - patronage refunds
received from regional coop

(ixX) Local net worth: net worth - investments in other coops

(x)  Net assetstotal assets current liabilities

(xi)  Net funds available: (net margins + depreciation) - (increases in
investments in other coops + cash patronage refyaid +
dividends paid on stock + income tax)

(xii) Net local assetstotal assets - current liabilities - Investments in
state co-ops

(xiif) Working capital: current assets - current liabilities

Table 1: ABC Cooperative society balance sheet fowo years

YEAR 1 YEAR2 (N}
(N)

ASSETS

Current assets

Cast 154,26 497,15¢

Account receivabl 579,21! 417,85:

Inventories 609,041 469,782

Others 236,250 77,756

Total current assets 1,578,769 1,462,547

Fixed assets

Land 175,111 175,111

Buildings & equipmer 3,524,57. 3,560,82:

Less: Accumulatedepreciatio (1,393,027 (1,560,589

Total fixed assets 2,306,656 2,175,344
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Other assets

Investments in State Coops 877,416 907,839
Total other asse 877.41¢ 907,83¢
TOTAL ASSETS 4,762,841 4,545,730
LIABILITIES & MEMBER

EQUITY

Current liabilities

Account payabl 188,70: 8,25:¢
Seasonal operating loan 0 0

Current: Long-term debt 142,000 142,000
Accrued expenses/ott 211,897 294,56¢
Total current liabilities 542,594 444,821
Long-term liabilities

Notes payable: bai 921,98( 779,98(
Notes payable: membx 0 0
Total long-term liabilities 921,980 779,980
Members’ equity

Common stock 15,650 15,650
Deferred patronage refunds 2,404,601 2,398,027
Unallocated equity 878,016 907,252
Total members’ equi 3.298,26° 3,320,92!
TOTAL LIABILITIES & 4,762,841 4,545,730

MEMBER EQUITY
Source: Kimberly and Robert, 1980.

SELF-ASSESSMENT EXERCISE

I Define the following:
(@) Gross margins
(b)  Gross income
(c) Gross returns
(d)  Savings
(e) Local net worth
) Net local assets
() Working capital
i. Name the two main parts of a balance sheet

3.2 The Statement of Operation
The operating statement records the cooperatipesations for a given

period, usually for one business year. Like a sttilereport card, it
shows the progress the cooperative has madeoltygigally includes
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the operating statement for the prior year to alfowcomparisons. The
operating statement has three sections: incomensegs, and savings. A
sample statement of operations is presented ia &bl

Table 2: ABC Cooperative Statement of Operation.

YEAR 1(N} YEAR 2 (N}
INCOME
Grain Sales 2,089,852 1,972,194
Farm Supply Sal¢ +12,699,51 +12,007,71
Total Sale 14,789,36 13,979,90
Cost of Goods Sold 12,127,283 11,874,601
GROSS MARGINS 2,662,086 2,105,303
OTHER INCOME
Service Incom 252,78: 225,27"
Finance Charges +70,204 +66,622
Total Other Income 322,985 291,897
GROSS INCOME 2.985.071 2.397.200
EXPENCES
Personal Expens 1,357,66. 1,143.,44
Fixed Expense
Interest 162,821 165,874
Depreciation 181,324 174,087
Insuranc 26,11 25,14(
Property Taxes 50,410 48,975
Variable Expenses 902,816 825,476
TOTAL EXPENSES 2681147 _____ 2382997
SAVING
Local Savings (Loss) 303,924 14,203
Patronage Refunds 23,990 47,770
NET SAVINGS 327.914 61. 973
(LOSS)

Source: Kimberly and Robert, 1980.

Income includes all revenues received by the cadper during the
period being reported. The total or gross incomeoacts for all
cooperative sales, what the cooperative pays foratv materials or
product (cost of goods sold), and any other incaeweived. Other
income includes finance charges, rent, and investimeome.

Expenses reflect what the cooperative pays to donbss. They are
generally divided into three categories: personfiegéd, and variable.
Personnel expenses include employee salaries arefitse(insurance,
retirement, and social security). Fixed expensesranurred regardless
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of the cooperative's volume of business. They abnef interest
payments on loans, depreciation, property taxesy amsurance
premiums. Variable expenses are directly relatedhé& cooperative's
daily operations and comprise equipment and vehmbkEntenance,
utilities, advertising, and other expenses relatedproduction and
management.

Savings is simply income minus expenses and repiesee net profits
of the cooperative for the year being analyzed.al®avings is the
figure that cooperatives want to pay attention itwes this is actually
what they control. Patronage refunds received fetate cooperatives
may be important, but do not actually reflect thability of their
cooperatives’ business.

SELF-ASSESSMENT EXERCISE

Highlight the three sections of operating statenneboperatives.

3.3 Financial Ratios

To make informed business decisions, the finarstaiements have to
be interpreted and analyzed. Comparisons acrogsaid with industry
standards are an important piece of the analysisiader, care needs to
be taken when making comparisons. Since size arndmeo make
comparing different cooperative businesses diffidihancial ratios are
often used. Ratios are also helpful when compaairgingle business'
results across time. Financial statements are lysaadlyzed using four
categories of ratios: profitability, liquidity, éffency, and solvency.

(1) Profitability reflects the cooperative's ability to generate ragwi
and includes ratios for returns on sales and retamassets.

(i)  Liquidity measures the ability of the cooperative to meeteciir
financial obligations on time and can be gaugedgishort-term
cash flow, the interest coverage ratio, working itedybo-sales
ratio, the current ratio, and other ratios.

(i)  Efficiency evaluates the productivity of the firm with ratiesich
as expenses-to-sales and labor-to-income.

(iv)  Solvencyreveals the long-term financial health and stabidit
the cooperative (the ability to stay in businessrdhe long run).
It includes debt-to-fixed assets and equity-to-tsss#ios.

To gauge the financial performance of the coopezatihe board of
directors and management need to establish finastaiadards (a target
value or range) for various performance indicafol®osing only a few
to track over time). Next, they should compare rthepoperative's
measures with the established standards. Benchmgar&ises red flags
and helps in financial planning. However, it sholkdremembered that

106



ARD 308 PRINCIPLES OF COOPERATIVE PREES

each cooperative is unique and therefore, may massons for not
achieving industry standards. Finally, all finahcimeasures are
historical and are not perfect predictors of therfe.

SELF-ASSESSMENT EXERCISE

Name the four categories of ratios use in analyfimancial statements.
Financial statements are usually analyzed usingdategories of ratios:
profitability, liquidity, efficiency, and solvency.

4.0 CONCLUSION

Adequate financial skills and sufficient data whiklp ensure that the
cooperative management committee makes sound falar business
decisions. This unit provides a very brief introtloe into some

financial basics; committee members and managersacouraged to
attend training sessions for more in-depth inforamat

5.0 SUMMARY

In this unit, you have been taught cooperativearfaml statements. You
should have appreciated the importance of undefstgnfinancial
situation of cooperatives in order to make prudemsiness decision.
Balance sheet is one of the important recordsif@ntial decisions; it
equates assets to liabilities plus equity. Some fkeancial definitions
such as gross margin, gross income, savings, andssets and so on
are mentioned. Statement of operations and finhmeizos are also
important to make informed business decisions.

6.0 TUTOR-MARKED ASSIGNMENTT
Explain the following terms:

Balance sheet
Net assets
Gross return
Liquidity
Solvency

agrwONE
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1.0 INTRODUCTION

In this unit you will learn how cooperative socesti coordinate and
harness their resources in a manner to achieve #ati objectives.
Management combines ideas, processes, materiailijéda, and people
to effectively provide needed services to membenerw. Management
is the decision making element of the cooperaBreadly speaking, its
role entails formulating and executing operatindigees, providing

good service, maintaining financial soundness, amglementing

operating efficiencies to successfully meet iteoty.

2.0 OBJECTIVES

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

. Explain the four management functions
. List characteristics of a good cooperative plan
. Mention types of good control in cooperative
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3.0 MAIN CONTENT

How successfully a cooperative society achievesoligctives, and
satisfies social responsibilities depends to a elaextent on its
management committee. Let consider the four maimagement
functions and examine how it applies in cooperative

3.1 Management functions

There are four main management functions namelanrphg,
organizing, leading and control. You might have rbdaught the
management function in some courses in the past but

in this unit we shall consider its applicability.

3.1.1 Planning Function

Planning determines where the organization is gaimd) how it will get
there. It sets organizational objectives and gdalanning is the first
and perhaps the most important function of managémde essence of
planning is to prepare for and predict future eserRlanning goes
beyond attempting to attain stated organizatiohgaiives. It involves
the development of strategy and procedure requited effective
realization of the entire plan. It entails deteration of control,
direction and methods of accomplishing the oveijanizational
objective (Aihonsu and Otunaiya 2006). Planning olaes the
establishment of objectives, strategies to achiéeeobjectives and a
step by step determination of the activities argbueces necessary to
achieve them.

(@) Importance of Planning in Cooperatives

Planning is particularly important in cooperativeciety where

resources are relatively scarce. Planning to awaiste of money
and other resources is very compelling. A Plan idugprint for

action. Many projects have failed in our coopeedibecause
adequate plans were not made to identify all th@ontant

variables likely to bear on the projects that wotdédermine their
failure or success.

(b)  Planning by Terms
Very often, planning is classified in terms of
I short-range and
i. long-range.
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(c)  Six Steps in the Planning Process
I Stating Organizational objectives
i. Identification of Opportunities
iii. Formulation of Specific Targets
V. Selection of Course of Action
V. Implementation
Vi Feedback

(d)  Characteristics of a Good Plan
Certain features distinguish a good plan from adrael Some of
the distinguishing features include the fact thaddyplans:

I are realistic and capable of implementation,

i. have clearly defined objectives in terms of scope,
il. accuracy, clarity and definitiveness.

V. must be comprehensive.

V. are flexible but stable.

Vi, have economic effectiveness.

3.1.2 Organizing function

Every cooperative is made up of human and physesdurces. These
resources are brought together in order to accemg@li predetermined
goal. In order to accomplish these objectives, daskist be identified,
the tools and technology required must be provided a structure of
relationships must be identified. It is the funotiof management to
determine the best structure that will optimize thglization of
resources. Management organizes these resourcgani@ing is a
bridge connecting the planned objectives to specprojects for
accomplishing these objectives.

3.1.3 Directing Function

Directing deals with the use of communication, &ratip and
motivation to guide subordinates towards the attaint of
organizational objectives. Although individual isdnaitted into
cooperative society in order to realize predeteechirorganizational
goals, he comes to the organization with his owmsgm®al goals,
aspirations, biases and preferences. Each is gwttabout his role,
risks and involvements. It is the function of magmgnt to marry
cooperators goals with organizational goals for nm@rious co-
existence. To accomplish this, the manager hasrorwnicate with the
cooperators in order to encourage goal congruency.

111



ARD 308 PRINCIPLES OF COOPERATIVE PREES

Cooperative leaders are responsible for directifige management
committee members are to instill confidence in meméooperators,
promote open communication and respect for one hanotand
encourage high-level productivity. The extent toickhall these are
achieved depends on his ability to direct effedyive

3.1.4 Controlling Function

Controlling is defined as that phase of managenpotess which
maintains cooperatives activity within allowableniis as measured
from expectations. These expectations may be impdic explicitly

stated in terms of objectives, plans, proceduresgyjles and regulations.
It has also been defined as the monitoring and fication of

cooperatives activity and resource utilization tonswe that
predetermined standards are met and plans arecau.

Controlling can be seen as part of managementigesiwndertaken to
ensure that outcomes are consistent with plannedpgobjectives.
Control requires cooperatives to form standard&rination process
and taking of corrective action.

(&) Characteristics of Good Control
The installation of good control measures is aidiff task for
management. Some of the "bench marks" of good alantlude:

I Simplicity.

i. Low cost:

il. Flexibility.

V. Management by Exception.

V. Force Planning and Corrective Action.
vi.  Trends and Status.

(b)  Types of Control
The most common ways of control are highlighteatel

) Budgets
A budget is a planning and a control tool. The fioms of a budget are:

(1) It facilitates coordination,

(2) Itis a basic instrument of planning

(3) The comprehensive budget allows for maintenan@®wofrol

(4) Cooperative management should usually prepare tiypeees of
budgets—operating, cash, and capital.
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(i) Financial Control

This is a very good instrument for the control esaurces. It

entails the use of quantifiable measures to momiemiations. A

complete and accurate financial control is vitaf f&ffective

cooperative management, such as:

(1) monthly and annual balance sheets and operating
statements,

(2) functional or enterprise accounts pertaining toasiepents
or specific line of business;

(3) special accounts such as patronage records, ascount
receivable, member equity, and patron financing.

(i) Inventory control
Inventory management: The essence of all invertonjrol is to
have the right goods in the right quantity at tightr time and
place. Failure to have the right quantity of inwey could cause
the loss of valued members because it resultseifaiture of the
group to deliver on time.

(iv)  Control reports
Credit and inventory analysis include a monthly nggiof
accounts and notes receivable; selected financidl aperating
ratios; and a monthly accounting of selected invees,
including shrinkage reports.

(v)  Security and safety

To protect the cooperative, the board is respoadin adequate
insuring employees and assets. Employees handlmdsfshould
be bonded. Facilities need to be appraised andgedainternally
and fenced to minimize pilferage. The board shoattbpt

programs to protect the health and safety of engasyand
patrons and measures to comply with environmemateption

standards.

SELF-ASSESSMENT EXERCISE
I Name two classification of planning
i. What are the characteristics of a good control?

iii. List the functions of a cooperative budget.
V. Enumerate types of control in cooperatives.

4.0 CONCLUSION

In this unit we have learnt the importance of mamagnt in
cooperative. Cooperative societies can maximizeuse of their scare
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resources by applying the knowledge of managemanttibns to
enhance efficiency.

5.0 SUMMARY

Try to bring to remembrance what you learned i tmit. You have
learnt that management has four functions namédyinpng, organizing,
leading, and control functions. Planning functios the primary
function, other functions depend on it. Charactessof a good plan
and the steps in planning process were discussed.

6.0 TUTOR-MARKED ASSIGNMENT

1. Discuss the management functions

2. List the characteristics of good control in coopigea

3. Mention four examples of control tools use iroperative
management
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1.0 INTRODUCTION

In this unit we shall see how cooperative societieke decisions. In
cooperatives, unlike the other forms of businegaoizations where the
business owner or managing director has the paweetp his decisions
on other members of the organization, members nweebllectively
make decisions that shall be binding on them. Tdrous meetings of
cooperatives and their duties will be considerethis unit.

2.0 OBJECTIVES

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

. List various General Meetings of Cooperatives
. State the duties of Annual General Meeting
. Mention the duties of Board of Directors

3.0 MAIN CONTENT

3.1 Cooperative General Meetings

The General Meeting or the General Assembly of nmexmbs the
highest authority in the Cooperative Society. Itnmde up of all
members, decisions arrive at general meetingsiaaé dnd binding on
all members (Owojuyighe, 2007). General meetings @nducted at
interval of at least three months, as stipulatethieybye laws.
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3.1.1 Types of General Meeting

There are three main types of general meeting.eraesas follow:

a. Ordinary General Meeting
This is the normal meeting of all members of theiety. The
meeting is usually held quarterly that is the nmegtiolds ones in
three months.

b. Special General Meeting
This is an emergency general meeting. This medtoids when
there are urgent issues to be deliberated byealirtembers of the
society, in which case such issues could not wWaihe schedule
time for general meeting.

C. Annual General Meeting

The annual meeting is the highlight of a coopegasiyear. It is the time
when management gives an accounting to member&/laed members-
as joint owners-express their views to the managdeectors, and
employees. Summed up, the annual meeting is-anddshe viewed as-
the major cooperative educational event of the.year

3.1.2 Purposes of the General Meeting

The main duties of cooperative societies‘generattiig are mention as

follows:

() Amalgamation or Dissolution of the Society.
The General Meeting also has the prerogative taddeon
matters relating to fusion of two or more CoopeetSocieties
into one, dissolving the Cooperative society oriflon of a
Cooperative Society into two.

(i)  Election of Board of Directors or Committee
Officers of the cooperative societies as such Beesj Secretary,
Treasurer and other committee members are usukatied by
the general Meeting. This meeting also has the poaveemove
any cooperative officer(s) from office when he be Sails to
work according to the will or desire of the mentber

(i)  Checking the Activities of the Board of Directors
It is the duty of the General Meeting to check dlc&vities of the
Board of Directors and ensure they are doing tiahras laid
down in the bye- laws of the Society.
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(iv)

(v)

(vi)

(vii)

(vii)

(ix)

)

Making Bye-Laws and amending bye-laws

One of the main purposes of the general meeting msake bye-
laws which serve as rules and regulations with twhie society
will be run.

Termination of members' membership in the Society

The General Meeting can take a decision to terminat
membership of an erred member in the society. Rstance, if
the member works against the rules and regulatigdheosociety,
he may have his membership terminated.

Fixing Maximum Credit Limit (MCL).
The maximum amount any member of the society carohoat a
point in time is usally fixed at the General meegtin

Dealing with complaints by Members.

Any of the members may have one complaint or therotvhich
may be brought before the General Meeting. It ésdhty of the
General Meeting to discuss the issue and takeisidec

Choosing the Society's Representative in the Secargt
Society to which  the Society is affiliated

The General Meeting holds it as a duty to electlwose the
Society's representative at the Union level or Heeondary
society to which the society is affiliated.

Decision on Contribution of Capital in the Society

It is the duty of the General Meeting especiallyt@inauguration
to take vital decisions on how much the entranas,fe&Share
capital and minimum monthly savings in the societyl be.
They also have the right to make necessary chaogethese
from time to time.

Fixing Interest rate on Credit given to members

When societies make provisions for special loarhsaghousing
loan, long-term investment loan and so on, interatst to be paid
by members on such loans is usually fixed by trene®al
Meeting.
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3.1.3 Duties of Annual General Meeting

The purposes of the annual general meeting of catipes are as

follows:

(1) To receive from the outgoing Board of Directorsegart on the
quality. In an agricultural preceding year's wodkiof the society
with the statement of account,

(i)  To decide upon the disposal of the surplus in azme with
these bye-laws,

(i)  To consider any communication received from thee€ior of
Cooperative Services,

(iv) To elect the President, Vice-President, Treasumd ather
members of the Board,

(v)  To appoint delegates to represent the Society ynCooperative
body to which it may affiliate

3.2 Board of Directors Meetings

The General Meeting has the highest authority @o@perative Society.
Though they have this power, it would not be pdesfbr them to be
meeting regularly to manage the affairs of the efgciAs a result, they
have to elect members of Board of Directors whd alve a mandate of
the members to run the society on their behalfdooedance with the
members wish.

SELF-ASSESSMENT EXERCISE

I Identify three types of general meetings in coojpeza.
i. What are the duties of annual general meeting?

3.2.1 Board of Directors Members
The board of directors are usually made up of:

(1) The President, Vice-President and Treasurer whaildhbe
elected at an Annual General Meeting. The membeisdBoard
shall hold office for three years or until theicsassors is elected
but not more than six months after the end of #rent Should
any vacancy arise in the interval between the ggratections, a
member may be co-opted by the Board for the intefnan
among the general body as is duty qualified. Wlileeevacancy
affects the President, Vice-President or Treasutreshall be the
duty of the Board to appoint one of its memberghe vacant
post.
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(ii)

The Board shall also have power to co-opt to tharBovhen
required not more than two persons with spiedl
knowledge to assist or advice these on any questiowhich the
competence of such person or persons is an adeantag

3.2.2 Duties of the Board of Directors

The Board of Directors shall exercise all the p@wvef the society
except those reserved for the General Meeting, estbjo any
regulations or restrictions duly laid down by theclty in a general
meeting or in the bye-laws; and in particular stmle the following
powers and duties:

Vi.

Vii.

viil.

Xi.

Xii.

Xiii.

raise funds necessary for the purpose of carrying the
functions of the society in the form of depositsldoans on
such terms and conditions, as they may determibgesuto the
approval of the General Meeting and Director of @ative
Services;

admit members and allot shares and to approveféranisshares;
sanction the investment of the funds of the Sogiety

appoint, fix the salaries or suspend or dismissl ganployee,
except that of the General Manager which shallligest to the
approval of the General Meeting. Any aggrieved ceffi SO
treated may appeal to the General Meeting if his teesatisfied,;
maintain such accounts and registers as are sgbddy the
Director of Cooperative Services from time to time;

incur such expenditure as may be necessary fomdreagement
of the society with reference to the scale and iwithe budget
allotment sanctioned by the general body for eaar;y

appoint sub-committee or any ad-hoc committee &orying out
any specific functions relating to the businesthefsociety;
frame regulations in the conduct of the businesthefsociety in
accordance with laws;

regulate, from time to time, within the limits die budget, the
strength of the Society's staff, their salaries allmvances and to
take adequate security from the officials of theiesty ;

construct, purchase, take on hire or otherwiseuyiaecstores or
storage depots for consumer goods;

acquire or hire Agricultural and Industrial machineequipment
and implements for the purpose of carrying out lihsiness of
the Society ;

open branches and sale depots and make reguldonthe
conduct of their affairs ;

insure and keep insured all the buildings, plard amachinery
and other immovable properties ;
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xiv. ensure the maintenance of true and accurate accafnall
money received and expended and all the assaid
liabilities of the society ;

Xv. enter into any contract or agreement with the Guwent or
Cooperative Society or any legal institutionhatsoever for
the investment of the Society's funds, procuremeptyrchase,
sale and distribution of agricultural, finished samer goods and
the establishment of industries ;

xvi. institute, conduct, defend, compromise, refer tbiteation or
abandon legal proceedings by or against the soocretiye Board,
or its officers and employees in  matters concerrtimg affairs
of the Society through any member or officers oplayees of
the society or any other person specially
authorized for this purpose;

xvii. summon General Meetings;

xviii. do such other acts and transact such other busiassss
consistent with the object of the Society and asy mde
incidental to the administration of the society.

3.2.3 Duties of the Executive Committee

The board of director may constitute an Executivem@ittee and
delegate to it such powers and functions as mayaigedown in a
resolution, provided however, that the Presidemte\President and /or
the Treasurer shall be on the Executive Committee.

SELF-ASSESSMENT EXERCISE

What are the functions of cooperative executive rodttee?

4.0 CONCLUSION

We have learnt in this unit that the highest decismaking body in
cooperatives is the General Meeting. This meesngade up of all the
members of the society. Due to the high cost ame tthat may be
required in conducting General Meeting, the powermanage the
cooperative activities is vested on the Board oéEtors.

5.0 SUMMARY

In this unit, you must have understood the decismaking organs of
cooperatives. Let review some of the topic we hbearnt. General
Meeting is the highest decision-making organ obeiety. The meeting
could be ordinary, annual or special General MgetMembership of
the meeting consists of all registered memberkeftbciety. Board of
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Director is the management team that run the affairthe cooperative
society on behalf of the General Meeting.

6.0 TUTOR-MARKED ASSIGNMENT

1. List the duties of Cooperative General Meeting
2. Mention the functions of the Board of Director
3. Explain three types of General Meeting
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1.0 INTRODUCTION

Though you have learnt about management functionthe previous
units, however, there is need to study closely,ddeship styles
appropriate for cooperative societies. Leadingnis onportant function
of management, as we have discussed in unit 1§, @t to planning
and organizing. It is the liveliest element in thanagement process. It
initiates actions to translate the decisions intamccete actions. In
Cooperatives, management committee have to leasr ottembers of
the society through guiding and motivating. Leadimgplves directing,
influencing and motivating followers and employ€ésiny) to use their
skills, efficiency, capacity etc. to perform essantasks for the benefit
of the society.

2.0 OBJECTIVES
By the end of this unit, you will be able to:
. Identify the various qualities of a leader

. List the characteristics of leadership
. Explain types of leadership styles
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3.0 MAIN CONTENT
3.1 Cooperative Leadership

3.1.1 Definitions of Leadership.

There are many definition of the wortleadership* depending on your
point of view. Let us consider these three:

I According to Koontz and O'Donnell (2011),eadership is the
ability of a manager to induce subordinates (fokw®) to work
with confidence and zeal.

i. According to George (2007),Léadership is the activity of
influencing people to strive for mutual objectives.

il. According to Peter (2009)L&adership is the shifting of own's
vision to higher sights, the raising of man's parfance to
higher standards, the building of man's personabgyond its
normal limitations'

By extension of the definition above, cooperatieadership can be
defined asthe ability of a management committee to induceesgs
members to work with confidence and zeal.

3.1.2 Quality of a Good Cooperative Leader

A leader needs sound health and physical capaoitperform his
functions or duties assigned in an efficient manrar addition to
physical qualities, an ideal leader needs certaialiites of head and
heart. We shall consider the main qualities a leadeuld possess under
two categories; Personal Traits and Managerialt3rai
(@) Personal Traits

I Self-confidence

i. Initiative and Innovative

il. Charisma

V. Emotional maturity

V. Intelligence

vi. Decisiveness

vii.  Effective communication
viii.  Dynamic personality

iX. Vision and foresight

X. Flexibility

Xi. Acceptance of responsibility
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(b)

Managerial Traits

I Knowledge of human skill

i. Administrative ability

iii. Technical knowledge

V. Ability to deal with people

V. Ability to judge and decide quickly

3.1.3 Characteristics of Cooperative Leadership.

Ideally, leadership should possess the followinarabteristics:

Vi.

Vii.

viii.
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Involves guiding and motivating: Cooperative Leadership is a
managerial process of guiding and motivating thenivers for
achieving society  goals/objectives. For  motivating,
communicating is necessary.

Needs subordinates and common interest# pre-supposes the
existence of membership. There must be commonesitéor the
leaders and their followers due to which they coafge and
participate for achieving common objectives.

Promotes interest in the cooperative activitiesThe purpose of
leadership in cooperative is to influence, motivael encourage
members to take active interest in the cooperaintesities and
give the best results.

Needs support from all The leader must recognize the presence
of all members irrespective of their financial gimsi within the
society. The leader cannot become successful uhkessbtains
support from all.

Influences subordinates through personal qualitiesA leader
understands the problems of members of the socasiy
influences them by his personal qualities.

Dynamic and continuous processLeadership is a dynamic and
continuous process. It is a regular activity of dijog and
motivating cooperative members for improving thmrformance
and contribution towards society'‘s objectives.

Leadership is situational An ideal leadership is always
situational. A leader has to study the prevailiitgagion within
the cooperative society and provide appropriatddeship to the
members.

Assumes obligation A leader always inspires followers. In the
event of failure, he does not shift the responigjtib members of
the society but accepts his personal weaknesspsriormance.
A leader leads by setting good example.

Needs interaction with followers The objective of the leader
and the members of the society should be the sHirtiee leader
attempts for one purpose and his members for sother o
purposes, it is no leadership. Their interest rhbastlentical.
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X. Achievement of objectives The success of a leader largely
depends on his ability to achieve society's obyasti When a
leader fails to attain the objectives, he is of utdity to the
society.

SELF-ASSESSMENT EXERCISE

I Define leadership
i. Name two important traits to be desired in leadersh

3.1.4 Types of Leaders

Having defined leadership and its characteristibés sub-unit will
therefore be used to address the type of leadessdban how they
operate their organisations. There are basically fypes of leadership
style, but we shall consider one additional leduiprstyle that has been
recently identified.

(1) Laissez Faire

Leaders who are christened as laissez faire aedrfor giving
minimum direction and often provides maximum fremdor
group decisions. He goes to the background andidwsaothers
to give their own expression of issues. Even thduglestablishes
rapport, he remains silent until his specific dil@t or opinion is
called for. Actually, this type of leaders is notied carrying out
maintenance function. For example a society's geesithat only
presides at meetings without knowing the detail®@k his co-
operative society functions.

(i)  Democratic Participative.

Democracy as a government or leadership makesstilge for
decisions to be made for the people through reptasen. As a
result of the usage of democratic participativerapph, policies
become the group decision and leaders in this &instructure
are there to assist, suggest, and allow adequatenaaication to
flow so that the entire group is alerted to proldewhich they
can resolve. Even though the democratic style isdgout in
crisis time there is usually much costly delay atien. It is very
effective when there is a balance between allowgrgup
participation on the one hand and being able to emsélo
decisions when they are necessary to save time.
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(iii)

(iv)

(v)

126

Benevolent - Autocratic

The benevolent autocratic makes use of the fatkerdoncern
the leader has for the people. The autocratic leatie requires
things to be done without considering the wishe®tbiers and
with unlimited power cannot get too close but thendwvolent-
autocratic leader identifies closely with group. Hgves
satisfaction and happiness to everyone in the grolipe
assumption is that when people feel good becausi@sofype of
leader, the organisation will function well. Howeyé leads the
people in the group to be too dependent and wedlkt anay lead
to mere administration and pseudo-worship. Becaofsehe
paternal approach that is involved in this type leddership
approach, discipline is hard to maintain and cowtion also
suffers.

Autocratic-Bureaucratic

The autocratic-bureaucratic assumes that peopleé mal do
anything unless they are told to do so, and thedeaees himself
as being indispensable because he is the only dree really
knows what is going on and he alone can make desisjuickly.
The bureaucratic leader assumes that somehowutiiiis can be
ironed out if everyone will abide by the rules.

Any leader that is using autocratic bureaucratipregch is not
answerable to anyone. He rarely hesitates and heesnahead
independent of human feeling. He uses people aeks riheir
aspirations to increase his authority. Even thobghgets his
people's consent for decisions, but he does thisiéyipulation,
hiding true facts through the use of control arrddh

At times, the autocratic-bureaucratic approach ipless strength
and unity but its fruits are malice, intoleranced asuspicion

because resentment issues from feelings of inpistnd

corrupted power and it prevent growth. Another defi@ the

autocratic-bureaucratic leadership is that it seppes creative
action and discourages innovation and any strongentoward

change. This kind of leader feels threatened byhghanitiated

by others.

Authoritarian style

An authoritarian leader is concerned about taskkwo ministry

and he influences his followers by telling them witado and
how to do it. The democratic leader on the otherdhstresses
concern for human relations and he shares his iglaige
responsibilities with his followers by involving ém in the

planning and execution of the task.
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(vi)

The assumption of the authoritarian leader and destic leader
on source of their authority and about human natomes their

differences. The authoritarian leader assumes ttiatleader's
power is derived from the position he occupies Hrat man is
lazy and unreliable. (Theory X). The democratiddEraassumes
that the leader's power is granted by the groujs he lead and
that men can be basically self-directed and creadiv work if

properly motivated (Theory Y), (MacGregor, 1960).heT
authoritarian leader determines all policies wiiile democratic
leaders makes policies to be determined openly \gitbup

discussion and decision.

Authoritarian leader is known to be task-oriented &e uses his
power to influence his followers while the demorrdeader is
group-oriented and he gives his followers considlerdéreedom
in their work.

Contingency/Situational Leaders

Situational/Contingency leadership is a new additio the
existing theories of leadership. It is a combinataf different
leadership styles, discussed above, such as atitoc@mocratic
and so on. An ideal leader studies the overallglieg situation,
draws conclusions about the whole situation andpidahe
leadership style which is most appropriate to thevailing
situation. He is not concerned with one specifedirship style
but will use any style as per the available sitratiHe is
interested in achieving his objectives and is wglito use
suitable means for this purpose. Sometimes he may
democratic but may be autocratic on some othersimos.

The important features of situational leadership ba highlighted as

follows:

(1) Situational leadership is new addition to the @éxgststyles of
leadership.

(i)  An ideal leader studies the overall situation, dras@nclusions
and adopts the leadership style which is most g@ate to the
prevailing situation.

(i) An ideal leader is one who can adjust his styléuattioning as
per the situation within which he has to operate.

(iv) A leader may act as a dictator at one time and alsoa
democratic leader on some other occasion. A goadeleis one
who studies the situation around him and adoptsnbst suitable
leadership style.

(v) A situational leadership is a combination of allpgg of

leadership.

127



ARD 308 PRINCIPLES OF COOPERATIVE PREES

(vi) A situational leader knows different leadershiplestybut selects
one particular style, which is most, appropriate @ogiven
situation/environment.

(vii) A situational leader adopts flexible approach i Istyle of
functioning. This makes his leadership effectived aresult-
oriented. A situational leader knows when to us@atic style
and when to use democratic style. He makes comelspg
adjustment in his style. This makes him effective¢gssful as a
leader.

3.1.5 The Best Type of Leader

For leaders to obtain optimum result in their wotkey should consider
the situations that their societies are passingutin and apply the style
of leadership that is appropriate. Since leaders different and
followers too are different, if follows thereforéhat some situations
demand one style of leader while others demandferelnt type.

SELF-ASSESSMENT EXERCISE

What are the essential features of situationaldesdp?

4.0 CONCLUSION

You can see from this unit that there are manydestdp style that can
be adopted by the leaders of cooperative socigdidsader who is able
to provide leadership that helps members of a so¢ge achieve both
organizational goals and their individual objecsivébased on the
existing internal and external environment/ sitoratof the society, is
the best leader for cooperatives.

5.0 SUMMARY

In this unit, you have learnt the quality of a legdcharacteristics of
leadership and different types of leadership styl¥& have studied
closely six types of leadership styles, namelysdaz faire, democratic
participative, benevolent — autocratic, autocraticeaucratic,
authoritarian style and contingency / situationahders. Situational
leadership style was adjudged to be the best beazus flexibility and
adaptability to the existing situation within thecgety.

6.0 TUTOR-MARKED ASSIGNMENT
1. List the personal and managerial qualities expectéda

cooperative leader
2. Explain the different types of leadership style
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1.0 INTRODUCTION

Inspection of cooperative societies is one of timpdrtant statutory
duties of the Director of Cooperative Services uwhtegally allowed to

assign this duty to any member / members of hif. dtiaspection of

societies principally involves guiding and diregtithe activities of
cooperatives towards the attainment of their agestated objectives
in strict compliance with the provisions of the pecative society's law,
regulations, their bye-laws, cooperative princifdesl practices.

Reporting officers, Cooperative Field Assistantg, i@sponsible for the
preparation of the reports on cooperative sociediggortion to them.
The reports are meant to expose the progress sodde by the society
and the problems confronting it. The reports, wi@epared, are
submitted to superior officer who on his part wilve instruction to the
reporting officer on how to tackle the problems fconting the society
as mentioned by the reporting officer. The repuarils also enable the
superior officer to assess the ability of the réipgrofficer in evaluating
the progress of the society and the capabilithefmianagement.

There are quite a number of records and books tonggected by

Cooperative Assistant. Base on his observationsnglusociety's
meeting and inspection of records, CooperativesAasts can write
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various types of reports. In this unit we shall lbeking at these
inspection roles.

2.0 OBJECTIVES

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

Mention activities involve in cooperative inspectiexercise
Explain the four types of cooperative reports

State the essential components Af Report

Itemize the activities involved in Inspection exsec

3.0 MAIN CONTENT

3.1 Nature of Inspection of Cooperative Societies

Inspection is a continuous, all the year round pssccarried out by the
Cooperative Assistant, cooperative Officer or Assis Registrar of
Cooperative Societies to whom the Societies or iare allocated.

3.2 Preparation before Inspection Visits

The Cooperative Assistant attached to a partidQ@operative Society
should adequately familiarize himself withe following facts, relating
to the societies or unions which he proposes tissyisy going through
the file of the society in the Area Office on tleildwing facts:

I The date of establishment

il. The stated objectives of the society/union
iii. The date of registration of society/ union
V. The membership of the society/union

V. The paid-up shares of the society/union

Vi. The latest audit grading of the society/union,aégible

vi. ~ The problems of the society/union as conveyed i itest
inspection or audit report.

viii.  Whether the society or union is in debt or creditahce with the

Secondary or Apex society to which it is affiliated
SELF-ASSESSMENT EXERCISE

I Define inspection of cooperative society.
i. What does Cooperative Assistant should do befageiction?
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3.3 Activities involved in the Inspection Exercise

For effectiveness of the Cooperative Assistant, ittepection visits
should be frequent and regular in both the Genaral Committee
meetings of the allocated societies. The visitinficer therefore,
involves himself in the following activities:

()

(ii)

(i)

(iv)

(v)

3.4

Advisory role

He attends both the general and committee meetigte
society or union as this forum affords him a unigquoportunity
of guiding, directing and advising the members ltlest way of
conducting their meetings in a business-like mannekeeping
with cooperative principles and practice.

Checking Records

The visiting officer also checks thoroughly the @aats,
documents and other records of the society or umoorder to
have clear knowledge of its financial affairs.

Assessing Society Business Methods

The Cooperative Assistant looks into the businesthods of the
society or union to ensure that it operates in etantce with the
provisions of the cooperative Societies laws Regna and its
adopted Bye-Laws.

Detecting Errors

The inspection activities of Cooperative Assisthalp to detect
errors in cooperative books and records and restilgh errors
immediately to reduce the chance of becoming imsbke if they
are treated with levity.

Suggests Improvement

Finally, the visiting officer suggests improvemeatsl assists the
society or the union to develop further socio-ecoitoactivities,
calculated to enrich and improve the members' stahdf living.

Inspections and Checking Societies’ Records

The Cooperative Assistant will inspect all the b®a@kd records of the
society. Base on his observations from the recofdse society he will
write report. Some of the records and books to klaee:
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Vi.
Vii.
Viil.
iX.

X.

Xi.
Xil.
Xiii.
Xiv.
XV.
XVi.
XVil.
XViii.
XiX.
XX.
XXI.
XXil.
XXili.
XXIV.

Cash books

Cash receipt book

Payment voucher

General ledger

Personal ledger

Monthly analysis book

Membership and attendance register
Forms of application for loan.

Loan bond

Loan register

Authority  for  deduction/and deduction schedule
Minute book

Investment register

Building and equipment register
Schedule of deductions

Application for membership

Loan application

Withdrawal of deposits

Annual accounts;

Bank statement;

Inspection reports

Audit reports and comment;

External loan;

Tellers (for direct payments made by members tipan

SELF-ASSESSMENT EXERCISE

Highlight the activities involved in the inspectierercise

3.5

Category ‘A’ Report

An "A" report is a comprehensive report on the c¢ood of a society
and such report exposes all material facts godshdrabout the society
(Ajibode and Ogunbayo, 1997). The contentAf report include:

(i)

(if)
(iii)
(iv)
v)

The administration

Management of the business

Finances

Accounting

Compliance with the Co-operative Law, RegulatioBgelaws
and Principles.

It is a report which exposes facts about the adstration, management
of the business, finance and accounts of the socléte report usually
gives the result of the society's business operaimd it is normally
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supported with a trial balance of the society.réjdort gives a complete
X-ray of the Society and it portrays the finaneiptto-date activities.

3.5.1 Purpose of an ‘A’ Report

(1) To serve as historical record of the performancihefsociety.

(i)  To help in discovering wherein the society's pisfdies with a
view to assessing the gravity of the errors madadihg to the
taking of effective remedial section by all the cemed.

(i)  To assist in measuring a society's standard ofeaehient and
advancement both administratively and financially.

(iv)  To aid in the task of guiding and nurturing theistpcand to let
the Director of cooperative services know, theatian of the
cooperative society concerned.

3.5.2 Preliminary procedure of 'A' Report writing:

Before compiling an "A" Report, there should be:

I The reading of the preceding reports, for inforo@tiand
guidance and in order to be able to ascertain:thetiéude in the
linkage between the past and the present.

i. Pre arrangement of the items to watch for durirgattual
inspection of the society concerned, which is lbastied out just
before society's general meeting now

3.5.3 Nature of an "A" Report

(1) it should be concise, precise and un-ambiguous;

(i) it should not be silent on material facts

(i) it should be factual and exact as to the statheo§ociety

(iv) it should be emphatic where necessary

(v) it should portray the taking of positive on the tSporrection
where necessary;

(vi) it should be duly submitted to the management badssistant.

3.6 Writing Category ‘B’ Report

"B" Report is a report prepared by Cooperative gtssit after attending
a meeting of a Co-operative society, may it be cdtes general,
special or annual general meeting. One may misitaker minute of

meeting, but it differs from minute in that it isdf and precise, in other
words it is a minute in a precise form. It is noli;maubmitted to the
Area Officer in the Area Office. The Area officelliead the report to
know what was deliberated upon in the meeting. Wilisbe a source of
information to the Area Officer or Divisional oféc to be able to know
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the decisions taken by the members in their megtiighen you are
writing "B" report, the following items should bakien note of:

(1) Name of the Society.

(i)  Date and place of meeting.

(i)  Time

(iv)  Attendance

(v)  Reading and adoption of minutes of last meeting.

(vi)  Matters arising from the minutes

(vii) Business of the day (including the financial cdnition made by
members)

(viii) General (Any other business).

3.7 Progress Report

Whenever the Cooperative Assistant visits a socie¢y must write a
report on what is happening in the Society; sugtorteas on-going
building project, major investment endeavours actividies. This type
of report can be accepted as progress report.

This report according to Owojuyigbe (2007) is ubuairitten for the
consumption of the Area Officer so that he can kmdvat is going on in
the society and this will enable him take stepernsure the business of
the society is going on well and that they do netkena mistake that
would have been too costly for the society. Thigoré will give the
Area Officer the opportunity to take appropriatepst on the society
before the situation becomes irreversible. This ison-formal report
that may be written as the Cooperative Assistantsfi fit which
addresses the issues of current happenings indbpetative society.

3.8 Economic Survey Report

This report can be likening to a feasibility repdtris usually written, by
Cooperative Assistants on newly established Codiperasocieties.
When writing the report, the officer will take intmnsideration some
economic factors that such a society possessesake It viable. The
essence of this report is to assess the viabititysaistainability of a new
society with a view to determining whether sucheavrsociety should
be registered by the Director of Cooperative Sexvic

SELF-ASSESSMENT EXERCISE

Outline four types of reports prepared by a Codparahssistant

135



ARD 308 PRINCIPLES OF COOPERATIVE PREES

4.0 CONCLUSION

We have discussed inspection role conducted by €atipe Assistant
on cooperative society. Cooperative Assistant dteall cooperative
meeting inspect all records and books of societlesated to him. He
can then write reports that help the Director ob&rative Services or
his representatives at either at the community ayrak level to know
what exactly is going on in all the societies witlihe state. As result,
these reports provide opportunity to intervenednieties' matter as at
when necessary. Hence, promote good managemeontiefiss.

5.0 SUMMARY

In this unit, we have learnt preparation by CoopesaAssistant before
inspection visit, activities involved in the inspiea exercise and the
four major types of cooperative reports. Coopeeathgsistant must get
himself acquainted with the society to be visitdw should also
understand various records and books kept by catipersociety with a
view to guide, advise and correct them. His reparts namely,_A'
report,_B'‘ report, progress report and economic survey ntegom "A"
report is a comprehensive report on the conditibra csociety. "B"
Report is a minute of cooperative committee, gdnspecial or annual
general meeting in a precise form. Progress repaine report of the on-
going building project and major investment. Lastlie discussed
economic survey report as a report prepared by Goeperative
Assistant in order to assess the viability and anability of a new
society

6.0 TUTOR-MARKED ASSIGNMENT

1. Explain in details the following terms
I _A' report
i. _B* report
il. Progress report
V. Economic survey report
2. List the necessary information needed by Cooperafigsistant
before inspection visit
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1.0 INTRODUCTION

Auditing of cooperative societies account is ondahef statutory duties
of the Director of Co-operative Services. The Dioeanay appoint a
person or group of persons in writing to audit bw®ks and records of
registered cooperative societies. It is to be ndtext the books and
record of registered cooperative societies musauzbted at least once
in a financial year. This is substantiated by thgeNan co-operative
societies Decree No 90 of 1993 section 36 (1).

In practice the Director often appoints some ofd@partmental officials
or state cooperative Apex organization to audititbeks of accounts of
cooperative societies, the Director of Co-operatihad exercised this
power by empowering the Cooperative Federationstates to set up
Audit Department in their respective organizatioand employ

cooperative auditors who are to audit the booksraodrds of registered
societies in their respective states.

2.0 OBJECTIVES

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

. Explain the meaning of cooperative audit

. Itemize necessary preparation for cooperative audit
. Describe the three main parts of audit work

. Identify objectionable issues raise by audit report
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3.0 MAIN CONTENT

In this unit we shall study one of the controlscobperatives, auditing
of all transactions. The origin of audit can becéa to the need to
ensure that a person who comes into possessioronéynor property
belonging to another has properly accounted forThe system of
checking records of financial transaction in eadime was confined to
the scrutiny of cash transactions. (Government opufa, 2013)

Moreover, such checking was limited to only pubdiccounts. The
person whose duty it was to check such accoungnbednown as the
Auditor, the word being derived from the Latin worlludire* meaning

to hear, as originally the Auditor merely used hear‘ the accounts to
pass the transactions as genuine or correct.

3.1 Meaning of Audit

Auditing can be defined as an independent exanoimatand
investigation of the books, records and businesvia®s of an
organization in order to ascertain whether theientm the books of
accounts and other records represent a true andiéai of the financial
position of the organization. It is also to inspaod report on the cash
on hand by the organization as at the date of Mglit

The auditor must satisfy himself that every entryany book is properly
supported by a document, receipt or payment vousherthat each item
is properly posted to the correct account in tligéde.

3.2 Preparation for Auditing

The auditor, as a prerequisite, need to familiahmaself, first of all,
with the business of the society, he should undedstheir objectives
and mode of operations. Thereafter, the auditorulshdake the
following steps:

A. Get the audit forms and books. These include:

I Observations note books

i. Audit Questionnaire Marketing

iii. Audit Questionnaire Co-operative thrift and Cresditiety.

V. Audit Analysis Forms

V. Audit progress Forms

B. Collate all books and records maintained by theéesp@and enter
them in the Audit Analysis Forms. These include:

I Registered Byelaws

i. Previous Audit report or Audit comments
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iii. Cash receipt Book Register

V. Cashbook

V. General Ledger

Vi, Journal

vii.  Cash Receipt book Register

viii. ~ Cash receipt books

iX. Cashbook

X. General Ledger

Xi. Journal

xii. ~ Payment vouchers

xiii.  Bank Deposit book membership and attendance Registe

xiv.  Member's passbook

xv.  Minutes book

xvi.  Registration certificates

xvii. Co-operative societies law

xviii. Copy of the Regulation

xix. Annual accounts and balance sheet showing proposed
appropriation.

SELF-ASSESSMENT EXERCISE

I Define auditing of a cooperative society.
i. What are the necessary preparations for an auditor?

3.3 Practical Audit Work
Audit work can be roughly divided into the follovaggobs:

a. A close and complete study of the system of infecieecks
followed by the society;

b. Routine checking of all transactions;

C. Review or higher audit i.e. the checking of thefpr& loss
account, Balance sheet, verification and valuatbrassets &
liabilities etc.

3.3.1 Internal Check & Control

The whole system of accounting needs to be orgdnizeuch a manner
that it may ensure some sort of check without inogr additional
financial burden. To meet this end, the methodntérnal check has
been devised. It is an arrangement of the dutiesehbers of staff in
such a manner that the work performed by one pessantomatically
and independently checked by another. This redtieepossibilities of
frauds, errors or irregularities to the minimum.
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Auditors are not likely to come across a satisfigcgystem of internal
check & control in the Cooperative Societies. Tlaeg advised to urge
upon the management of such societies to introthese controls.

3.3.2 Routine Checking

Routine checking means checking the arithmeticali@cy of books of
original entry and Ledgers with a view to deteericlal error and fraud
of a very simple nature. In general, it includes tthecking of the
following:

i) Casts, Sub casts, carry forwards, extensions arfer ot
calculations in the books of original entry.

ii) Postings into the ledgers.

iif) Ledger accounts- to see their casts, balancingyingrdown of
the balance and their transfer on to the Trial Beda

The extent to which the Auditor should take up wmaitchecking
depends upon the volume of business and intermaksh if any. It shall
be the duty of the concerned Auditor to check up whole of the
castings and postings. In large cooperatives, Auditay carry on Test
checks at his own discretion after a careful stofdye situation.

3.3.3 Review or Higher Audit

The review or higher audit can be categorized thtee parts:
a. Actual/Mechanical Audit

b. Administrative Audit

C. Preparation of Audit Report

3.3.3.1 Actual/Mechanical Audit

The Auditor normally follows an Audit Programme whi gives
directives to the Auditor on how to check the ralevbooks of accounts
and records. It is important to mention that thgetyf books involved
in the auditing depend on the type of society beingjted.

When auditing, the Auditor will do the following:
A. Cash Receipt Book

I Check issue of receipt books with the receipt baekgster and
initial the items in the register
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i. Check all duplicates or counter- foil receipts tialg to member's
loans and savings with the monthly Analysis Bodkhr{ft and
the Personal Ledger or Membership and Attendangesiee).

iii. For Marketing Societies check fixed deposits witted deposit
register.

V. check cash receipt for produce sold to ParticutarSales Book
(Marketing Society)

V. Spoiled or cancelled receipt should be left in bo®k; spoiled
ones should be cancelled by the Auditor who shdadon the
alert to note all missing numbers. The Auditor dtlaall for the
missing numbers, investigate why they are missing.

Vi, Cross check duplicate cash receipts and fixed depeceipts
into cash book in detail paying particular attentio the amounts
in figures and words and the dates of the receipts also the
particulars of the receipt.

vii.  All checked duplicate and counter-foil receipts dobe boldly
cancelled by the Auditor. The last duplicate oflebook should
be initialed and dated at the back.

B. Payment Vouchers

I The Auditor should verify that vouchers arc propauthorized
and that they specify the nature of the transaction

i. Check computations on payment vouchers in detail.

il. Verify the name of payee with receipt given in
acknowledgement.

V. In case of withdrawal of savings and other paymemtsembers
verify signatures and thumbprints with specimens the
Membership and Attendance Register. In the casdtbfirawals
or deposits, verify that the original receipt is$us attached to
payment voucher marked (paid, initialed and dated).

V. Check amounts on payment vouchers relating to membih
monthly analysis (relevant to Thrift Societies).

C. Cash Book:

I Check deposits and withdrawals into Bank passbook;

ii. Cross-tick all cash and Bank contrast;

il. Investigate any entry in cashbook, which has nobgen ticked.
Call for missing receipts and vouchers; if not &tae for the
Audit Report and check with any available reference

V. Check petty cash into petty Cash-Book and verié/Bhlance;

V. Check whether cash balances are correctly strudksgmed by
treasurer;
vi. Check whether payee's name given in cashbook isator
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D.

General Ledger

Check entries in General Ledger with cashbook aitti tie
journal;

Investigate any entries in General Ledger, whiah raot ticked
after checking with cash book and journal.

Produce Receipt Books (Co-Operative Produce
Marketing Society (C.P.M.S)

Check issue of receipts Books with the ReceiptskBRegister
and initial the items in the Register.

Check duplicate produce Receipts into Produce Baokdetail
paying particular attention to date; member's nunare name,
weight, and grade of produce

Cross-check produce receipts into Personal Ledger.

Produce Book (Co-Operative Produce Marketing Socig)
Compute net amount payable for produce in detad &m
accordance with price paid to members, and ensateuniform
practice of deducting or making up fractions of &oto the
nearest kobo is adopted for each sale;

Check payments to members with payment vouchers and
personal Ledgers.

Test-check member's signatures with those in thenlmeeship
Register; or where practicable ask some membersotdirm
receipt of amounts;

Check sales and deliveries to secondary sociefiésrms with
Produce Receipt issued to the society and chedkastion and
balance.

Carry out a physical check of balance of producsock.
Calculate tare surplus, compare with tare dedueted obtain
explanations; verify these if possible.

Invoices for Cash And Credit Sales:

Check issue of Invoices Books with the Receipt BoRkgister.
Check price with price list of any accepted tender.

Check issue with stock register.

Check total amount payable on cash invoice.

Cross-check total amount of cash invoices into lsasks and of
credit invoices or invoices for delivery of produte Buying
Firm, where in use, with personal accounts of pasels in
General Ledger. Cancel and initial the invoicesckkd, date and
initial the back of the last counterfoil in eacloko
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H.

144

Trial Balance

The cash-book and General Ledger should next bekedein
detail and the balance struck and tried with alTBalance or
checked into one already prepared.

Check the first entries in the new financial yead & respect of
each new member into forms A and B.

See that all receipts and payments have been tickezspect of
counterfoil receipts and payment vouchers.

Cross check monthly analysis into the Personal eedgking in
the personal ledger and cross ticking in the mgntnalysis
(Thrift and Credit Society).

Check total of each kind of savings, loans anddvakvals.
Check monthly totals of monthly analysis with totabnthly
postings on each account concerned in the Genedgjdr.
Compile a statement at the end, of the Monthly psial of
members in respect of loan, ordinary savings, gpedavings
e.t.c

Monthly Analysis Book

In a Co-operative Thrift and Credit society cheahtries in
monthly analysis in each financial year with auiies for
deduction.

Investigate any entries in Monthly Analysis, whiblave not
already been ticked.

Cross-check Monthly Analysis into the Personal lexddgicking
in the personal Ledger and cross-ticking in the MiynAnalysis.
Check total of each kind of savings, loans anddvakvals.
Check monthly totals of Monthly Analysis with totatonthly
postings in each account concerned in the Geneddér.
Check entries in Monthly Analysis.

Personal Ledger and Members Passbooks

Investigate any entry in Personal Ledger, which has been
ticked when checking from monthly analysis, castbam
produce books.

Check each account with member's passbook.

In a Co-operative thrift and Credit Society teséck dividend
indices and relate same to decisions at the apptepneeting.
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Personal Ledger Balances

See whether Personal Ledger Balances Book hasdmtered up
regularly

Enter member's balances in Personal Ledger Baldwals, total
up and reconcile with General Ledger Balances.

When located, error should be put in right. Evemprecausing
discrepancy during the period of audit must beemaand put
right.

Loan Register and Bonds

Cross-check Loan Bonds with Loan Register.

Check calculation of interest and installments aachpare with
actual installments repaid and interests paid.

Trace all approval of loans into Minute Books ortte back of
the applications for Loans and initial the apprevak well as
Loan Bonds.

Check Loan Bonds with Borrower's Members Credit iLiand

existing commitments and with Members Credit Limkisting

commitments of sureties.

Check whether Loan Bonds are properly cancellednwinéy

repaid.

Assets

Check Building, equipment and Stationery Registién w
Assets as shown in the ledger;

With actual physical assets.

Verify calculations of depreciation.

Examine stock certificates or share certificatesep@sits,
Receipts or Statement of accounts to verify investi: and
shares.

Stocks

Check all invoices or particulars of Purchase itlie Stock
Register.

Check all issues on sales or otherwise from stoitk @ales or
invoice Book.

Ascertain book balances of each article of stoaketphysical
stock and reconcile loan and actual balances.

Value stock in hand; in order to calculate intetrading profit or
loss.
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O.  Annual Accounts

Whenever an auditor is auditing for a year or upatperiod
ending 31 of March, (because the account year of Co-oparstiv
is 15t of April to the following years 31 of March) he should
ensure that all provisions are or have been madeurpaid
charges, depreciation including stock depreciatioterest etc.
and that accounts are properly closed off and bakrrought
down where necessary. It may be necessary at tage o
consult the committee to ensure that adjustmeigsrds in the
books are the audited figures and should be cheakedthe
printed Annual accounts forms.

3.3.3.2 Administrative Audit

When mechanical audit is the actual checking agidniy of the entries
in the books and accounts of a Cooperative Socelyinistrative audit
involves giving pieces of advice to the managenwnthe society on
how to run society better, based on the findingthefmechanical audit.
The job also includes the task of auditing behind books. This is
verifying that the posting in the books and recoeads true by the
auditor finding out facts about the entries throdagtt finding mission,
not based on ticking and cross ticking.

3.3.33 Audit Report

The last stage of the Auditors job is writing theudit report.
Meanwhile, during the course of his audit all thenon defects and
irregularities should be got corrected and redits and when they are
noticed so that the management would be carefal/tod recurrence of
such irregularities. As far as possible, audit otipm should be settled
on the spot by Auditor at the time they are raisaither than taking
exhaustive notes and attending to them later @etcleared.

The following are some of the likely objectionsseiby auditor, based
on observations and discovery during the actuaitiagdof records and
account.

1. Usual Objections

(1) Unattested corrections, unsigned documents, in t=mp
documents and statement.

(i)  Mistake in calculations, extensions and totals,ngraalculation
of interest, dividend, rebate etc. incorrect retseipr payments
resulting from application of wrong rates, incotrealculations,
extensions or totals.

(i) Cancelled receipts or cheques.
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i
()
(b)

(c)

(d)
()

(iv)

(v)

(i)

(ii)

(i)
(iv)
(V)

(i)

Remittances received for which for official recsigrom the
printed receipt books or other official acknowlenigmst have not
been made.

Payments for which vouchers are not available. afsmissing

voucher should be separately prepared giving faitigulars of
the payments for which supporting vouchers have loexn
obtained.

Defective vouchers such as

vouchers in full particulars are not mentioned,

payment made to a person other than the payee wvithiotten

authority of thePayee

payments  for  which supporting documents orsub-

vouchers have not been attached to the voucher,

vouchers which are not stamped,

vouchers which are bnot in proper form or are nahe name of
the society, but are addressed to the Chairmanecions,
Manager or the Secretary (by personal name withwitlout

mentioning designation) individually.

Receipts or vouchers which do not agree with theiemnin the
cash book in some material respects, such as @atant, name
of payee, head of account to which credited or tddbietc.
receipts or vouchers in which the amount in worts a

figures does not agree.

Missing loan bonds and other documents, such asiipsory

notes, applications, agreements, etc. Defectiven |b@nds,
agreements, promissory notes, etc.

Objectionable expenses

Expenses which are not incidental to the businéskensociety
or do not seem to have been incurred for the pegpad the
society.

Expenses considered heavy or abnormal considenmgize of
the institution, the nature of its business anddrtgnce of the
occasion.

In fractious expenses, i.e. expenditure which bregreturn or
other wasteful expenditure.

Other irregular expenses such as personal expeaddi the
directors or officers paid by the society.

Expenses, which are not properly sanctioned.

Irregular loans and advances such as:

Loans made to non-members or on the surety-shipaof-
members.
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(i)  In agricultural credit societies, loans made withabtaining
declarations creating charge on the lands of thehers.

(1) Unauthorized loans to members of the committeeyefay or
other Officers.

(i)  Loans, the amounts of which exceed the individualit$
mentioned in the byelaws, or the credit limits $mmed in the
normal credit statements as finally approved bylbek. Also,
special loans for which approval of the Bank andRegistrar,
has not been obtained.

(i)  Loans, which are against the provision of the Ales, bye-
laws or directions issued by the Registrar or thekB

(iv) Benami loans, i.e. loans the amount of which aibzed by
persons other than borrowers.

(v)  Imprudent advances, such as loans, which are nopefdy,
secured loans to minors, loans sanctioned for @@&gponot
permitted by the bye-laws, etc.

(vi) Sales made on credit where no provision for crealis exists in
the bye-laws.

Also, credit sales in excess of credit limit sameéd.
SELF-ASSESSMENT EXERCISE

I Name the three divisions of cooperatives audit work
i. Mention the books and records to be checked byatitktor in
actual auditing.

4.0 CONCLUSION

A good management and control of the societieseimetal is essential
for their successful functioning and for that pspahe Government,
through the Director of Cooperative Services andteStCooperative
Federations, has been aiding them with trained awrperienced

personnel. The management having no fear of evaiuaft their works

and checking of their accounts by some indepenagencies might go
reckless and the interest of the society mightffexted adversely. With
this objective in view audit of each Cooperativeisty at least once in
each year has statutorily been provided. The inapog of Co-operative
audit is hardly to be over-emphasized in the prieday society. It has
assumed greater significance these days when ¢topragtices have
crept in every walk of our life. Greater respon#iipihas fallen on the
shoulders of the Co-operative Auditors who are hadg of the Co-

operative movement. Success of the movement gréefignds upon the
extent to which audit of societies has been ableritty improvement in

their working and in curbing out the unfair mearseve they are found
to have been adopted to the detriment of the sesiet
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5.0 SUMMARY

In this unit you have learnt the meaning of audit dooperative,
preparation for auditing, practical audit work,emtal check & control.
We have as well considered routine checking, reveevhigher audit,
actual/mechanical audit, administrative audit, auéport and other
important aspects of cooperative audit. You havenlable to learn the
importance of auditing of cooperative societiesc@amts and books to
the survival of the societies.

6.0 TUTOR-MARKED ASSIGNMENT

1. Explain the following
I internal checks and control in cooperative society;
i. Routine checking of all transactions;

il. Review or higher audit.

2. List the items that audit report might considerrasgular loans
and advances
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1.0 INTRODUCTION

In the previous units we have discussed how cotigeraocieties can
achieve good management in order to remain in basinHowever,
when there is break-down in management, suchlieatdciety could no
longer meet the demands of the creditors or whes lankrupt or the
society goes dormant or dead; such society is &aidhe due for
liquidation.

2.0 OBJECTIVES
By the end of this unit, you will be able to:

Define liquidation of cooperative society
Explain factors that can lead to liquidation
Explain the three types of dissolution
Mention procedure for liquidation
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3.0 MAIN CONTENT
3.1 Meaning of Liquidation/Dissolution

Liquidation is the process of winding up the busmactivities of a co-
operative society. Liquidation becomes imperativeew a society is no
longer economically viable to carry out its set ibass activities.

Consequently, such society would not be well poséd to achieve its
objectives. Owojuyigbe (2007) stated that the §tsip in the process of
liquidation is for the Director of Co-operatives dgssolve the society.
This dissolution will involve the withdrawal of theociety's certificate

of registration, members will as from that momeatrendered inactive,
and the business of the society will come to a halt

3.2 Causes of Liquidation of Society

There are many factors that may lead to liquidatbma society, let us

consider some of the prominent ones:

(@) Insufficiently well informed and educated members.
When not well informed members or illiterate mensbstart a
cooperative society they will have problems in rnagnthe
business of the society, if there are no improvenoeer certain
period the society will be out of business.

(b)  Low business turnover.
When a cooperative society is formed without reabém
assurance that the business turnover will be welligh to cover
the overhead costs and still have some profit; sushciety will
collapse over time.

(c) Selling of goods below the market prices or sellingub-
standard goods.
When a consumer cooperative society is in operatiwy should
sell their goods at current/market prices and engbat their
goods are competitive otherwise, the society wal @ut of
market.

(d)  Operating inappropriate byelaws
When cooperative members hastily adopt byelaws #rat
unsuitable to their mode of operation, such byelsk create
serious handicap and difficulties for the membédrshe society
in future and will make the society fail.
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()

(f)

(9)

(h)

3.3

Lack of proper control

Cooperative societies should subject themselvesetmlatory
institutions for necessary inspection and auditmgnake room
for transparency and accountability. Otherwise theciety
through bad management will go bankrupt.

Starting with insufficient capital

If a cooperative society is started with insuffidianoney, the
society may fail. The society needs enough cafmtaberate, but
if the members are so poor that the total captatributed is not
enough to start any tangible business, then theetyowill soon
collapse.

Violation of business principles

Members of co-operative societies must understahdt t
cooperative societies are business organizatiodsaana result
must abide by business principles if they have @asbccessful
otherwise, the society will fail.

Poor attention to society’s goals.The priority of a society
should be how to improve members’ welfare. Whers tis
compromise in order to maximize profit the societl} fail.

Types of Dissolution

There are three types of dissolution as identiflgd Ajibode and
Ogunbayo (2004) these are:

3.3.1

(@)

(b)

3.3.2
(@)
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Automatic Dissolution

The Nigerian cooperative societies law section @Bssction 1
states that if the membership of a cooperativeespdalls below
ten that was stipulated by the law, this can leadautomatic
dissolution.

An automatic dissolution can also take place if soeiety is
given a specific duration at its onset. By the titne society has
spent the number of years it is expected to spand, then
automatically, the life of the society comes toean.

Voluntary Dissolution

If a society has achieved its objectives and semnesuseful
purpose for the members again, then the membersiavibnger
be interested in the continual existence of theéesgicthis type of
situation attracts voluntary dissolution. The membwill be
disinterested in the
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(b)

(c)

(d)

()

continual existence of the society and the Directoir
Cooperatives has to wade in to withdraw the cesdié of
registration of the society, order its dissolutard liquidation.

A voluntary dissolution can also take place if tsarieties decide
to amalgamate (join together. The parent societigf be
dissolved and their certificate of registration Ivie withdrawn
by the Director of Cooperatives.

If members have lost interest completely in theaiedf of the
society and they don't partake in any affair of Hueiety any
longer, then such a society can be categorizedruhdse that
would be involved in voluntary dissolution.

Whenever the society is experiencing recurrentelosy capital
through misinvestment/unrecoverable misappropnatd fund,
embezzlement, writing off of debts for one reasorthe other
and if this persists for a long time, the sociegynbe forced to a
standstill and may lead to dissolution and liquintat

The members of a cooperative society after consigethe
situation of the society and are satisfied thatsthaety is not in a
position to recover from its problem, may at a gaheneeting
request for dissolution. This had to be agreed upoB/4 of the
members of the society. After this, they will noppdy to the
Director of Cooperatives voluntarily to dissolveittsociety.

3.3.3 Compulsory Dissolution

A compulsory dissolution and eventual liquidatioayntake place if the
society experiences the following:

(@)

(b)

(c)

If the cooperative society is involved in a pokticor religious
activity in a way which causes intolerable troublesituation,
this can lead to dissolution.

In a situation where there is a political and rielig turbulence-
taking place within the members to an extent thabeicomes
impossible for the members to work together angéwnthen the
Director of Cooperatives can order the dissolutiod liquidation
of such a society.

A compulsory dissolution can take if proper funot@ of the
cooperative society becomes impossible. Such situatn arise,
if there is a gross violation of the Cooperative,|grinciples of
cooperation and Byelaws of the society in such w that it ruins
the society.

A society that can no longer meet the demandssotréditors
and it is heavily indebted and cannot meet itdlligds; the
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creditors may call for liquidation of such a coagere society.
This can be achieved if they can convince the RDareof
Cooperatives to order the liquidation of the sqgciet

(d)  The result of an Inquiry instituted on a coopemtpociety by the
Director of Cooperatives on a society may force Eliector to
order the dissolution and liquidation of the co@pee society.
This would mean that the result of the inquiry & favorable on
the society. In this case, the Director will make arder in
writing to the society for its cancellation.

SELF-ASSESSMENT EXERCISE

Mention the three types of dissolution that canpeapto a society.
3.4 Liquidation Process

3.4.1 Appeal against Dissolution

Except where members of a cooperative society vatiy ask for
dissolution and liquidation, whenever the Directir Cooperatives
writes a society to inform the members of an impegadlissolution and
liquidation of their society, the members have tilgat to appeal to the
Minister (at the Federal level or the Commissio(arthe state level)
within two months from the date order is made nfappeal is made, the
order of the Director will not take effect until eéhMinister or
Commissioner gives approval or disapproval for thesolution and
liquidation.

If no appeal by the members is made within two therdaf which the
Director had given an order for dissolution, thelesrof the Director
shall take effect at the expiration of the two nirsnt

3.4.2 Liquidator for Cooperatives

The power to dissolve and liquidate a cooperativeiesy rest on the
Director of cooperatives. He is otherwise called liguidator for co-
operatives. The Co-operative law gives this powehnim. However, he
can delegate this power to the Area Officer or theo-operative
Assistant who can be appointed a liquidator. Betheeliquidator starts
his job, the Director of Co-operatives will candbke Certificate of
Registration of the society. As a result of caratedh of certificate, the
society ceases as from that moment to exist aspoi@ie body from the
date on which the order takes effect. This datersnally referred to as
"the date of dissolution”.
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3.4.3 Activities of the Liquidator

(i)

(ii)

(i)

(iv)

(v)
(Vi)

(Vi)
(vii)

(ix)

The liquidator appointed must subject himself te tuidance
and control of the Director of Cooperatives. He msgbject
himself also to the limitations given to him.

He would report at the premises of the society dakie
possession of all assets owned by the society.rQliiegs he
would take possession of include the books, recoatxd
documents of the society.

Taking into a consideration what the byelaws sdes;would
decide on the contributions to be made by prespast, or
deceased member to the assets of the society.

He would make a notice in the Federal/State Gazsttthe case
may be appointing a day on which creditors whoaerd are not
yet recorded in the books and records of the sotiate to make
their claims, if not their claim may be excludedclaims accrued
to creditors as a result of liquidation.

Within the list of creditors, the liquidator hasdaty to list in
order of priority the society's creditors.

Any dispute that arises before and during the dlgtion is to be
settled by arbitration. He is also to defend arstitute suits on
behalf of the society.

He has power to call meetings whenever he featsriecessary.
The notice of such meeting shall be at least femrtiays.

He should schedule the distribution of the sogeagsets as he
deemed fit. The distribution scheme has to be ajgurdy the
Director of Co-operatives.

He should sum up the cost of liquidation and to @ammoever
would bear this cost of liquidation.

3.4.4 Liquidation procedure

a.

It is important to note once more that the liquddathould be a
person with the knowledge of cooperative law, pples of co-

operation and society's byelaws.

The next step for the liquidator is to open a lkifguion file for the
society wherein all the documents and corresporelencelation

to the liquidation will be kept.

He should thereafter, get information about the @aand

addresses of the society's officers from the Caper Assistant
in charge of the society.

He should plan a visit to the society and he shawnddrm the

members of the society on the proposed visit giviregn a forth-
nights' notice.

He should write the officers informing them of hrtension to
take charge of the books and records of the soeietlyto warn
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them not to tamper or allow anybody to tamper viite books
and records.

Few days to the General meeting, he should theceptbto the
society's premises/liquidation venue, takes chafghe society's
books, records and documents including the sosi€lgttificate
of Registration. The list will be sent to the Dim@c of Co-
operatives who will ensure the list is publishedtlwe official
Gazette. A copy of this list will be sent to theearOfficer in
charge of the society.

The notice that is published in the official Gageshould give
information about the date of notice, which is dlguthe date the
notice was sent to the Director of Co-operatived date before
which the society's creditors must submit theiinetafrom the
society to the liquidator.

The liquidator will call for a General meeting gigi the members
two weeks notice of the intention to hold the nmegti

At the General meeting, the liquidator will expla@ason for the
liquidation to the members and he would appeal fioe
cooperation of all members and officers of the eiyci After
taking possession of the books and records, hddleosure that
the transactions of the society are entered inéo appropriate
books and records up to date.

The liquidator shall open a realization accountjclwishould be
debited with the book value of all assets exceph@es at the date
of the commencement of the liquidation. The expsnskthe
liquidation will also be debited with this accountiile that of the
sums realized from the various assets posters fitwencash
account will be credited with the account.

A cash account will be maintained with the openlradance of
cash in hand at commencement of liquidation .Afilhcpaid out
or received will be entered into the account.

All transaction affecting saving deposits, loansd ap on should
be posted direct to the personal Ledger accounen;Thhe
summaries of the personal ledger Balances shouldskd for
trial balance of the society.

The next step is to open a summary of reserve funts
account. This account will be credited with theanales of all
Reserve and similar funds account and the balahice@ne and
Expenditure/ Realization account mention above whére
surpluses on these account. Where there are |lassethese
accounts, the reserve fund account summary witldieted

The liquidator will prepare a final list of credit especially
when the date given in the Gazette had been mebihy this, if
there is any genuine creditor whose name had rem becorded
in the society's books emerged, a personal acasilinbe
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credited with the amount the creditor is claimingdathe society's

reserve fund account will be debited.

0. Effort should be made to realize all the sociedyailable assets.

p. He will decide whether to call on members/past memslo pay
some money into the society depending on the maxihmability
of members as the (especially where asset reatizedess than
the book values) bye-laws of the society statesshiaild note
that in the scheme of distribution, which he prepamember's
shareholders should not be in the same group wimioer's
deposits, saving etc.

SELF-ASSESSMENT EXERCISE
List any five procedures involve in cooperativauldation

3.4.5 Preparation of Liquidation Report and Submission of
Report

3.4.6 Order of Disbursing Claims

The funds of the society including the reserve fustall be applied
according to the laid down priority of claims.Thesf claim to be met is
that of the cost of liquidation (should be creditedthe realization

account). The next one is meeting the societytslii@s (including that

of the creditors). The third one is the paymendigfidend at the rate not
exceeding 5% per annum for any period for whichispakal of profit

was made is the fourth priority.

The liquidator will prepare a scheme of distribatiavhich would be
sent to the Director of Cooperatives for approvihen this had been
approved, the liquidator should carry out the thsition as laid down in
the scheme of distribution without any delay

3.4.8 Closing of the Society’s Books
After the distribution exercise the books of theisty will be closed. At
this juncture, the books will show the cash balandeclaimed monies

can be kept with the union to which the societyafliated (to be
disbursed whenever the owner asks for it).

3.4.9 Closing of Liquidation
When the liquidation exercise comes to a closetea of closure shall

be published in the Federal or State Gazette. Afftés notice no
published claim against the funds of the sociefyiiated shall be
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entertained after two years of this notice. Thigds the liquidation
exercise to an end.

4.0 CONCLUSION

This unit has made you realize that the coming ttageof people to
start a cooperative society or that an existingiespchas a robust
business activities will guarantee it survival otiene. There are many
factors that every society should watch out foegls may lead to the
collapse of their society. In case of dissolutiomd aliquidation of

cooperative society, the Director of cooperativeeisponsible by law to
carry out necessary procedure and follow lay doawslin ensuring
proper liquidation; the procedures are well spelted in cooperative
laws.

5.0 SUMMARY

In this unit you have learnt the meaning of liquioia/Dissolution,
causes of liquidation of society; we looked at t/pé dissolution some
of which are automatic dissolution, voluntary dlsson and
compulsory dissolution. We have also consideredidigtion process,
appeal against dissolution, who is a liquidator #mal activities of the
Liquidator.

6.0 TUTOR-MARKED ASSIGNMENT

1. What do you understand by the word Liquidation af
cooperative society?

2. Mention factors that can lead to liquidation

3. What are thelikely activities of the liquidator tef his
appointment?
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