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Invitation
Dear Ladies and Gentlemen,
Commemorating the 40th anniversary of the establishment of Korea Rural Economic Institute
(KREI), KREI, together with the Ministry of Agriculture, Food and Rural Affairs (MAFRA) of
Korea, and the International Fund for Agricultural Development (IFAD), hold 2nd Global
ODA Forum on “Sustainable Agricultural Development in International Setting: Cooperatives
Role and Prospect.”
Changes in the policy paradigm in agriculture and rural development are being actively
discussed before and after the endorsement of the Sustainable Development Goals (SDGs) in
the United Nations. In particular, the development goals of SDGs, include eliminating poverty
(goal 1), enhancing food security and sustainable agriculture (goal 2), establishing a desirable
system & institutions (goal 16), and strengthening partnerships through collaboration (goal
17), are expected to be accomplished, at least in part, through effective project implementation
& cooperation in the agriculture and rural areas. Especially, among the sector of agriculture
and rural development, cooperative management has been perceived as an important medium
for strengthening the capacity of small agricultural producers, who have traditionally been
perceived to be disadvantaged and/or discriminated against benefits from policy measures in
the agricultural value chain system.
To cover this important theme in this forum, we invited top-level experts from all over the
world with diverse experience and perspectives, including IFAD’s President Houngbo who
devoted more than 30 years to improve the livelihood of the most vulnerable people in the
world, and we hope that you can enjoy their interesting stories and discussions to the fullest.
Please share your ideas and experiences with us participating in the Forum: we will try our
best to give you what you would expect. Thank you very much.
Dr. Kim, Chang-Gil
President, KREI

Key Speakers and Panellists

❙ Gilbert F. Houngbo, President, IFAD
Gilbert F. Houngbo became the sixth President of the International Fund for
Agricultural Development (IFAD) on 1 April 2017. Born and raised in rural
Togo, Houngbo has spent more than 30 years working to improve the lives of
some of the world’s most vulnerable people, with extensive experience in
political affairs, international development, diplomacy and financial
management. Prior to his appointment as IFAD President, Houngbo was the
Deputy Director-General of the International Labour Organization (ILO)
where he led field operations in more than 100 countries and managed its
bilateral and multilateral partnerships. He served as Prime Minister of the
Republic of Togo from 2008 to 2012, where he introduced economic reforms
and enhanced the rule of law and civil liberties. From 1996 to 2008, he
undertook a number of roles at the United Nations Development Programme
(UNDP) including Chief of Staff and Assistant Secretary-General, Africa
Regional Director, where he led poverty alleviation programmes in 45
countries in sub-Saharan Africa.

❙ Junko Sazaki, Director, Social Policies and Rural Institutions Division, FAO
Ms. Sazaki currently serves as Director, Social Policies and Rural Institutions,
leading, coordinating and managing the FAO’s work on social dimensions: (1)
Rual Institutions, Services, Emplowement, inclduing community mobilization;
(2) Decent Rural Employment (youth employment, child labor and
migration), and a couple of more. Prior to joining FAO, Ms Sazaki served as
Director, United Nations Population Fund (UNFPA) Office for External
Relations, Resource Mobilization and Advocacy in Tokyo, Japan. Throughout
her career, Ms Sazaki has covered over 120 countries in Asia and the Pacific,
Central Asia, Latin America and the Caribbean, Eastern Europe and Africa,
with focus on povery reduction, population and development, population
dynamics including migration, fertility, mortality, population ageing, poverty
reduction, governance, sustainable development, rural development,
community participation.

Key Speakers and Panellists

❙ Doley Tshering, Ecosystems and Biodiversity Advisor, UNDP
Doley Tshering works with the UNDP – Global Environment Finance at the
Bangkok Regional Hub as the Ecosystems and Biodiversity Advisor. In this
position he supports countries in Asia-Pacific region in the identification and
development of UNDP-GEF projects and programmes in the areas of
sustainable management of ecosystems and biodiversity conservation. Prior to
joining the regional hub, Doley was the Head of Environment and Disaster
Management Unit and from 2008 as the ARR/Head of Poverty and MDGs
Unit at UNDP Bhutan. He also worked for Ministry of Agriculture of the
Royal Government of Bhutan as the National Coordinator and Team Leader
of the Community-Based Natural Resource Management programme and as a
Forestry Researcher and Programme Officer, Natural Resources.

❙ Norman Messer, Senior Technical Advisor, IFAD
Norman Messer is part of the IFAD team providing advisory services to the
organization on institutional issues in project design and implementation.
Before joining IFAD, Norman Messer worked in the private sector, and for
FAO as Rural Organisations Officer in charge of research on rural
institutions, community-driven development and participatory planning
processes, as well as agricultural cooperative development. He also worked as
a project design consultant for its Investment Centre and for IFAD. Norman
Messer holds a B.Sc. from London School of Economics and Political Science
in the U.K. and an M.Sc. from School of Oriental and African Studies
(SOAS), London, U.K. He is a member of the Association for Heterodox
Economics and serves on the Council of Roma 3 University in the context of
the Masters course on Human Development and Food Security.

❙ Vito Cistulli, Senior Policy Officer, FAO
Vito Cistulli is a senior agricultural economist at the FAO since 2003, with
increasing responsibility in the field of sustainable agricultural and rural
development policies. He is currently leading the FAO work on Rural
Institutions, Services and Empowerment which, among its flagships, includes
a global initiative on Territorial Approach to Food Security and Nutrition
launched in partnership with OECD and UNCDF. Before joining FAO he has
been working with economic research institutes, international organisations
including the EU, the World Bank, the Indian Ocean Commission, The Plan
Bleu/UNEP as freelance consultant or staff member. Cistulli is also giving
lectures to universities on food security and development related matters and
published alone or with other authors a number of technical papers on
related topics as well as a book on Environmental Economics.

❙ Seung Hee, Kim, Environment Advisor, UNDP
Seung Hee Kim, Environment Advisor, has twenty-two years of experience in
developing, coordinating and implementing a variety of environmental
policies and projects, with a focus on sustainable development strategies,
national environmental plans, ecosystem management and biodiversity
protection, air pollution and climate change action. Before joining UNDP, he
worked in the Ministry of Environment, Republic of Korea, starting in 1995.
He served as president of the Korean National Institute of Environmental
Human Resources. During 2006-2015, he worked as directors for various
divisions including policy coordination division and nature resource division.
He also worked as the environmental attaché at the Korean Mission to the
UN Office in Geneva during 2007-2010.

Key Speakers and Panellists

❙ Khamouane Khamphoukeo, Deputy Director General, Ministry of Agiculture
and Forestry, Laos
Khamouane Khamphoukeo has been serving the government of Lao PDR for decades to
improve the quality of lives in rural areas and agriculture sector of Laos

❙ Eunyoung Choi, Director, Rwanda/South Sudan Office, Good Neighbors
Eunyoung Choi has been serving as the director of Rwanda/South Sudan Office, Good
Neighbors for years with the mission of supporting the improvement of the welfare of
population in eastern Africa. Before joining the Good Neighbors, she worked for AMPATH
(Kenya) as the associate field director. She holds a master’s degree in social welfare from
Columbia University, USA.
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Excellencies,
Ladies and Gentlemen,
1. I am delighted to be here today together with Mr Kim Hyun-soo, the Vice Minister of
Agriculture, Food and Rural Affairs of the Republic of Korea.
2. Korea is one of IFAD’s founding members, and our collaboration around the second
ODA Forum for Sustainable Agricultural Development is no coincidence. It reflects our
deeply-felt commitment to drawing lessons from Korea’s remarkable success in rural
transformation to fight hunger and rural poverty around the world.
3. I know that our determination is shared by the organizers of today’s Forum, the
Korea Rural Economic Institute (KREI) and the National Agricultural Cooperative
Federation of Korea, for backing this drive to share and cross-fertilize ideas.
4. The partnership to promote agricultural development worldwide between the organization that I lead -- the International Fund for Agricultural Development (IFAD) -- and
Korea has deep roots. Now it is beginning to bear valuable fruit. How did this
happen, what are we doing together, and what are our hopes for the future?

5. With financial resources and knowledge, we support the transformation of rural
economies -- helping people in rural areas overcome poverty and build better lives.
Since 1978, IFAD has provided almost US$20 billion in grants and low-interest loans.
6. IFAD is a multilateral institution that has long been a trusted broker, facilitating
partnerships with Member States, other multilateral development banks and the
private sector. We also work in partnership with poor rural people themselves,
involving them from the project design stage, and ensuring that they see tangible
benefits from our investments. In fact, participants themselves have contributed over
$2 billion to the projects we support.
7. Our current portfolio includes more than 200 projects in 97 countries. But the Fund's
loans are also very focused, averaging between US$30 to 35 million.
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8. The projects we support have helped more than 470 million people grow more food,
better manage their land and other productive resources, learn new skills, and start or
develop their businesses. Helping them build robust organizations and gain a stronger
voice in decisions that affect their lives is central to our actions.
9. Back in the 1960s – Korea was a poor and largely rural country dependent upon
foreign aid. Today it is a prosperous, modern nation, a member of the Development
Assistance Committee of the Organisation for Economic Cooperation and Development
(OECD-DAC), and an important foreign aid donor.
10. Korea’s rural transformation is extraordinary, and ongoing. A cornerstone of this was
Saemaul Undong – which translates as the new community, or village movement. It
was launched in the 1970s, when rural poverty seemed endemic.
11. As many of you know very well, it is based on traditional Korean communal values
such as diligence, strong leadership, self-help and cooperation. It has been a striking
success.
12. Saemaul Undong is a three-stage process focused first on basic infrastructure, then
development and finally on dissemination.
13. Besides the measurable development outcomes, it led to a sweeping change in mentalities. People acquired a new “can-do” spirit, rooted in hope, a shared long-term
vision of a better life for all, and enthusiasm sustained by communities coming
together to overcome difficulties.
14. This is a concept that would work well elsewhere.
15. At IFAD, we too have learned the value of farmers’ organizations and agricultural
cooperatives in achieving rural transformation.
16. Let me share two examples. In China, the Kiwi Cooperative in Leye, Guangxi Province
[LIYE GUANSEA PROVINCE], started in 2008 with one commodity, 70 members,
and 6.7 hectares of land. In 2015, funding from IFAD allowed members to install a
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cold storage unit and invest in diversification. Just two years later, the membership
had expanded to 213 households, and the planting area to more than 64 hectares.
Demand for the cooperative’s “Red Kiwi Fruit” from wholesalers is so high that the
coop now has 13 full time staff members on salary, has built 6 more cold storage
units. Average annual revenues have grown 37 per cent. The cooperative guarantees
its members a market outlet and a minimum price, which enables them to predict
their incomes and plan into the future.
17. In Rwanda, partnerships between tea-producing cooperatives and private investors
have given smallholders more control over marketing.
18. Tea factories established by private sector partners buy directly from the cooperatives
-- and the cooperatives participate as equity shareholders in the factories. The
cooperatives have an average of 1,800 members in each.
19. Ending poverty and hunger top the list of 17 sustainable development goals the world
has set for 2030. To achieve this shared ambition - and moral duty - we need to
help rural people around the world to produce more food, and prosper.
20. In our 11th funding round, just completed, we have agreed to a target of USD 1.2
billion from our member states. This will enable us to launch a Programme of Loans
and Grants totaling US$3.5 billion in the period 2019-2021, up 10% on the current
period.
21. Korea is an important donor to IFAD – and, on behalf of IFAD, I would like to
thank Korea for its pledge to IFAD11 in core contributions - which is instrumental in
ensuring the success of our work. IFAD deeply appreciates this strong vow of
support.
22. I sincerely believe that working more closely together offers strong advantages to
both IFAD and Korea. Why is this so?
23. We already have a close partnership with the Republic of Korea’s Ministry of
Agriculture, Food and Rural Affairs. The Ministry has provided supplementary
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funding totaling $5.4 million for three programmes since 2012.
24. One is particularly interesting. It is called Technology as a Development Solution,
and I am pleased to tell you that we plan to build on its achievements during the
programmes we fund with our IFAD 11 replenishment.
25. We worked together on the use of mobile phones to improve the livelihoods of the
poorest people in rural areas in three countries: Cambodia, India and Papua New
Guinea.
26. In Cambodia the project provided customized farm extension services via communications technologies. We are helping farmers deal with soil, weather and pest
control issues. In India, we are helping pastoralists in Gujarat with weather and
market information and advice.
27. The Papua New Guinea project, which was implemented by Fairtrade Australia New
Zealand, set out to help smallholder coffee and cocoa producers achieve certification
and better access to international markets. It enhanced the effectiveness of the entire
supply chain, and of some 6,000 farmers and their families. In these projects we
worked with producer organizations.
28. But organization is just one among many keys to rural transformation. Korea’s
expertise and imagination are not limited to cooperatives and ICT. There is a huge
need for land reform in many countries, and that’s an area where Korea has
achieved big milestones. Korea also has a lot of knowledge about sustainable
agricultural technologies and practices, climate smart development, and value chains.
You have experience in the green revolution, for augmenting crop production, and
the so-called “white revolution” in horticulture.
29. Our commitment to working with farmers’ organizations is unflagging. Experience
has shown it vital for promoting rural transformation. For the past decade, we have
run the Support to Farmers’ Organizations in Africa Programme in partnership with
the European Union, and the French and Swiss national development agencies.
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30. From pig production in eSwatini [NEW NAME OF SWAZILAND] to the legal
framework for cooperatives in Burundi, the results are impressive. Farmers know
better than anyone what obstacles they face. If they are empowered, through
effective organizations, they can seek solutions - whether they are financial,
technological or involve lobbying for changes in the policy framework.
31. They can also connect effectively with institutions such as IFAD, which increasingly
channel solutions developed in one region to fight poverty in others.
32. Indeed, cooperatives and all types of Farmers' Organizations play a critical role in
IFAD-funded programmes. Since 2006, IFAD has institutionalized a permanent
process of consultation and dialogue with farmers’ and rural producers’ organizations
through its Farmers Forum. Held every four years at IFAD headquarters and
regionally in between, the forum is an opportunity for farmers themselves to lend
their voice to IFAD's strategic direction, its outreach and advocacy. At the country
level, farmers’ organizations are key partners in programme design and delivery.

Ladies and Gentlemen,
33. Success in meeting the first Sustainable Development Goal to end poverty and the
second SDG of zero hunger will depend on effective partnerships. Partnerships
between donors, governments, financing institutions, policymakers, private sector
companies, and farmers’ organizations and policymakers.
34. South-south cooperation, drawing lessons from countries that have escaped endemic
poverty, is a crucial element. Like IFAD, Korea is committed to this knowledge
sharing process, and indeed hosted the fourth high-level Forum on Aid Effectiveness
in Busan as long ago as 2011. Today’s Forum is renewed evidence of this continuing
engagement.
35. I would like to conclude with the hope that today’s exchanges will contribute to a
steadily increasing and broad collaboration between Korea and IFAD to achieve our
shared goal: an end to hunger and poverty, everywhere.
Thank you.
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1. Introduction
◯ Cooperatives have begun as a viable alternative for relief from poverty.
- According to Chartist, ‘Salvation can wait . We have to overcome poverty for
the time being and cooperate by all means.’(Rochdale Pioneers: 41).
◯ Cooperative pioneers came to realize that charity cannot be the only key to
escaping poverty, and thus formulated the notion of cooperatives. (Raiffeisen;
Schulze-Delitzsch; Muhammad Yunus)
- “If charity last too long, it could be more destructive than a war.”(Mary
Gabriella, the founder of Credit Union of Korea)
◯ It has been a century since cooperatives spread to developing countries, however
it

has

not

led

to

fruitful

results

due

to

countries

not

adhering

to

a

cooperatives’missions.
◯ In order to make co-ops ODA successful, it is required to bring members together
with their own will.
- ‘Give a man a fish and you feed him for a day. Teach a man to fish and you
feed him for a lifetime.’

2. Why Cooperative?
◯ Cooperatives were recognized as necessary and adequate economic organizations
for the modernization of developing countries.
- Its outcome has been verified in the process of modernization in developed
countries.
○ A cooperative is an autonomous association of persons united voluntarily to meet
their common economic, social, and cultural needs and aspirations through a
jointly-owned and democratically-controlled enterprises(ICA).
◯ A cooperative is a user-owned and user-controlled business that distributes benefits
on the basis of use(USDA).
• 84
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◯ A user-owned firm(UOF) facilitates its use by distributing the surplus in the
degree of using at-cost principle.
- An investor-owned firm(IOF), such as a corporation, attracts capital investment by
distributing the surplus in proportion to its investment capital.
- In Figure 1, if co-ops and corporations decided the production scale with the
same formula MR=MC, the price of corporation’s product becomes P1, but the
cooperative member can purchase the product at P4.
◯ The competitive factor of cooperatives comes from the economy of scale, and
when it exceeds the limits of cooperatives it attains its purpose through allied
tactics between other cooperatives.
- Federations retain the independence of its members and draws strength in
solidarity depending on democratic decision-making.
- On the other hand, investor-owned firms grow their business via mergers and
acquisitions, and move consistently in line with management policy of its
parenting company.
◯ Cooperatives are committed to a concept of living together through

contributions

to the community.
○ Cooperatives can be an alternative to even make very small businesses feasible
for the disadvantaged.

Figure 1. A supply cooperative with analysis of different cooperative objectives
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Figure 2. Comparison of operation principle between cooperatives and corporation

3. Case Study of Cooperatives in Developing Countries.
3.1. Course of the Cooperative Movement
1) Distorted Cooperatives of Colonies
◯ Cooperatives in developing countries have been transplanted into a top-down
approach set up by colonial administration.
- They were unilaterally transplanted organizations that took into account local
socio-cultural elements, but were far different from the original model of
cooperatives.
- The purpose and operation of these organizations were for the of protection of
colonial policies, as well as the capital gained for colonial countries. Rather than
the needs of its members.
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◯ The outwards system of cooperatives such as the Enactment of Cooperatives Act,
primary societies – regional and metropolitan federation – organizational system of
national federation seems plausible, but the members of cooperatives are not right
in the center all.
- It was regulated by various restrictions such as forced membership, appointment
of a governor, administration by the government and control through a registry
office.
- It was nothing more than a government lending agency, an input distribution
agency, or an administrative subsidiary for agricultural product procurement, but
failed to encourage members to save.
◯ Cooperatives organized by European colonies interfered with local natives or those
organizing cooperatives who might be against their interests and suppressed them
at times.

2) Cooperatives of Newly independent States with Colonial inheritance
◯ After World War Ⅱ, many nations stood alone and regained their sovereignty, but
cooperatives inherited a legacy of colonial periods.
- English-speaking countries benchmarked ‘the British-India pattern’ and Frenchspeaking countries turned the cooperatives into quasi-state organizations(Birchall,
2012: 298).
◯ In most countries, the government has led, controlled, established, disseminated
and managed cooperatives, and member’s intention have not been reflected.
- From the perspective of members, it was nothing different from any other business
organizations, but just with a different manage.(Münkner and Shah, 1993: 16).
◯ As a result of focusing on the establishment and dissemination of organization, it
showed a rapid growth in the early state, but it soon led to oversupply,
deterioration

and bankruptcy.

○ Primary societies were very small and there was no sustainable business left. It
was all due to a weak management and lack of effective supervision.
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- In many cases, primary societies were established at village-level, thus it was
difficult to have practically effective businesses.
- Even in the case of multi-purpose cooperatives, which are also engaged in
multiple business, they were not able to demonstrate their functions well, but
only being limited to delivering goods such as a fertilizer supplied by the
government.
3) A Wrong Solution for Failure
◯ In some countries, the failures of cooperatives have been identified and investigated, and has led to countermeasures. However, it was deemed as the opposite
of the right direction.
- Tanzania has come up with measures such as strengthening government’s control
over cooperatives to combat incapacity. corruption and layoffs(Birchall, 301).
- In Sri Lanka’s 1970 cooperative law, only five of the fifteen directors were
elected by members(Birchall, 2012: 301).
4) Socialist Experience Distorted the Perception of Cooperatives
◯ Some developing countries have transformed their cooperatives into government
agency or political organization.
○ Cooperatives were recognized as a tool for the transition to socialism. Also, the
autonomy of their members were ignored and the government strengthened its
control.
- Tanzania disbanded all cooperatives in 1976 and government authorities took
responsibility for sales of products produced in the country(Birchall, 2012: 302).
- Similar committees in Zimbabwe, Chad, Madagascar and Tunisia filled cooperatives
with party members(Birchall, 2012: 303).
○ The cooperatives had such a negative image of hollowed out organizations with
only slogans and inaction.
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5) International Organization’s Negligence and Admission of Failure
◯ Until the 1960s, international organization such as ICA stood firm with the opinion
that governments should be led by developing country’s cooperatives, and it was
expected that when the time arrives, members would be aware of it and find its
place at last.
◯ In the mid 1970s, however, the UN acknowledged that cooperatives failed in
developing countries .
- “Cooperatives have little or no help in overcoming poverty for the poor.”
(UNRISD, 1975)
○ The cause of failure was not a model based on the member’s capacity and
needs, but an unfamiliar model forced by external forces such that cooperatives
could not grow independently due to excessive intervention of government and
politicians.
◯ Nevertheless, the UN reaffirmed the value of cooperatives in 1976 and expanded
support for cooperatives in developing countries along with various donors such as
the World Bank.
- In 1986, cooperatives were included in more than 50% of African agriculture
projects supported by the World Bank(Develtere et al., 2008; Birchall, 2012: 307).
- Cooperatives now become don-operative as well as gov-operative.
6) Government shield Disappeared by Liberalization and Second Crisis
◯ Since liberalization in the mid 1980s, many cooperatives has lost their competitiveness due to less government shield and support for cooperatives.
- Agricultural cooperatives operated under government protection such as monopoly
status, price guarantee, tax reduction and funding, but did not do business well.
- Many cooperatives have vanished due to budget cuts, introduction of market prices,
and the collapse of national marketing organization.
◯ The World Bank criticized that government control and management intervention
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in some African countries are hampering change. In addition, the World Bank
pointed out itself that despite a lack of clear ideas, it did not listen to the diverse
needs for cooperative capacity building(Birchall, 2012: 311).
7) Rechallenge of Cooperatives
○ Since the 1990s, many countries have abolished existing co-op legislation and

took

a second chance under the new laws.
- It implies liberating the cooperative movement from state control.
○ The new laws try to implement a traditional cooperative model with a concept of
autonomy and independence.
- It intends to approach the nature of cooperatives and not repeat the same
mistakes from the past with a reference to ICA principles, the UN guidelines,
and ILO recommendations in 1995.
◯ Aid agencies also want to strengthen their membership capacity by reflecting the
past failures and expending education investment.
- In the past, it was concentrated on training program for government ministry
officials and cooperative federation manager, but now covers mangers, directors
of union, general members as well.
○ Cooperatives hae been trying a number of efforts with the recognition that they
can serve members better when business succeed.
- They have put to ensure an increase of Public-Private Partnership(PPP) and a
long-lasting business with a way of ODA support of cooperatives linked with
conglomerate.
- In countries where cooperative law interferes with the cooperative business, it is
recommended to establish a similar organization that is not a form of cooperatives.
○ China recently created a cooperative in which marketing specialist and village
resident participate together and is experimenting with a new type of co-op with
support from large corporations.
- Farmers in villages rent their own land to cooperatives, and they work as
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employees to earn income by rent + wage + interest(contribution dividend).
- Cooperatives aim to cultivate a single crop in the entire farmland of village(fruit,
vegetables, livestock, etc.) and to secure competitiveness by the effect of
scale-up and specialization.
- However, it is doubtful whether a democratic decision-making system will work
properly. Because government is deeply involved and the difference(capital,
technology, and information) between professional firms and individual farmer
unions is too great.

3.2. Best Practices
1) Savings and Credit Cooperatives
○ Cooperative in developing countries have been experiencing many ups and downs,
but they also have many best practices.
◯ During the failure of government-led agricultural cooperatives, examples of successful
local communities increased. Savings and Credit unions being a major example.
◯ In Africa and Asia, Savings and Credit unions based on traditional models such as
Tontine, Savings club have experienced rapid growth since the mid-1980s, and
these were places where government guidance and intervention were lacking.
◯ The Sanasa in Sri Lanka was a small indigenous group that received little to no
attention from the government, but awareness grew rapidly in 1980s thanks in
part to local activists.
- Sanasa’s leadership consciously avoided contact with politicians, realizing that it
brought negative impacts to the group, they made a rule that a party activist
could not be a leader(Birchall, 2012: 308).
2) Ecuador Aid by German Cooperatives·Raiffeisen Confederation(DZRV)
◯ DZRV has supported the credit union movement in Ecuador since the early 1990s
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in their own way.
- They gradually completed savings and credit cooperative system from establishment of primary societies to federation, networking with work-related organizations,
establishment of a central system to coordinate, supervise and support organizations
with a bottom-up approach based on the autonomy of cooperatives.
○ DZRV established a credit fund in the early 1990s to provide a small credit fund
to local savings and credit cooperatives(SCCs).
○ SCCs reimbursed 100% of the funds borrowed from the credit funds and also provided
training to union members and support for young entrepreneurs through loans.
○ DZRV established a multi-tier cooperation of SCCs, AUDICOOP, CEDECOOP,
FINANCOOP to create synergy effect.
- It became the central bank of SCCs in 2004 with emergence of FINANCOOP SCCs.
- The management performance of SCCs governed by FINANCOOP was more outstanding
than those are not.
- FINANCOOP membership increased from 17 in 1999 to 70 in 2004.
- Though there was a financial crisis in 1999, not a single SCC filed for bankruptcy.
3) Tanzania Cooperative and Cooperative and Rural Development Bank(CRDB)1)
○ CRDB loans funded rural savings and credit cooperatives(SACCOS) with assistance
from the Danish group DANIDA.
○ MFC provided loans under the condition that 25% of the loan should be deposited
to MFC for repayment guarantees. If MFC deemed no overdue risk, they would
lend up to 100% of the loan.
○ DANIDA guaranteed 75% of MFC’s unsecured loans to SACCOs so that MFC
could create reliable loans funds with SACCO.
○ SACCOs successfully executed its business by lending to its members at interest
1) Summery of Piprek (2007)
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rate reflecting market risk and paying interest on deposit.
○ As a result, SACCO participation in the CRDB program increased from 32 in 2002
to 157 in 2005, while the number of members increased from 12,180 to 78,855,
with deposits 22.9 times greater, loans 10.6 times greater. and paid-in capital 3.9
times greater.
4) Bugisu Cooperative Union in Uganda (BCU)

2)

○ Bugisu Cooperative Union is a cooperative federation of coffee producers found in
1954 in Bugisu, Eastern Uganda.
- The federation has 270 primary societies, which are divided into 4 regions and
cooperated on a group basis.
○ The federation is run by a democratically elected board of directors of each
society, and the board has a professional manager.
○ When coffee producers brought coffee to primary societies, the primary societies
transported it to the federation, and lastly the federation exported it to neighboring
Kenya.
○ The cooperative federations contributed to the increase of members’ income by
raising the value of commodities through quality control and a grading system.
○ In 1976, however, crisis began when the government created the coffee marketing
board to take over coffee export rights.
- Following a failure of the Amin Regime, an economic downturn, and civil war,
much of the wealth which had accumulated disappeared.
- After the end of the civil war in 1986, it was challenging to overcome the impact
on liberalization of agricultural markets.
- As liberalization spread get-rich-quick fever followed. Quality management had
been shrinking and they lost the market credibility that they had long built.

2) A summary of Kiranda (2017)
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○ However, it has been reborn as a solid cooperative through a democratic and
transparent leadership, investment in community, and flexible challenges for
overcoming the crisis that has been held since its foundation.
- BCU performed its duties thoroughly by a powerful board which was democratically
elected by representatives of primary societies.
- This has been a cornerstone for investors to invest in preemptive assets during
the boom, to establish schools and scholarships for local communities, and to
provide credit for their members.
- After liberalization, it was possible to establish partnerships between private firms
and investors to raise funds as well as to pay off debt for securing a relief fund.

4. Settlement of the Korea National Agricultural Cooperative Federation
and Credit Union
4.1. National Agricultural Cooperative Federation(NACF)
1) Normalization of Primary Societies
○ The Korea National Agricultural Cooperative Federation, which was founded in
1958, merged with the Agricultural Bank in 1961.
- There were two types of cooperatives. One was a local agricultural co-op based
on region and the other was an agricultural co-op specialized in goods. It was
virtually multi-purpose cooperatives because their business types were similar to
one another.
- The NACF entrusted credit business and economic business to two holding companies
and directly managed mutual credit and educational extension programs.
○ Since independence from Japanese colonial rule, Korea thought establishment of
agricultural cooperatives was necessary for modernization of agriculture, but it
took a long time to accomplish its purpose.
- After establishment of the government in 1948, enactment of the Agricultural
Cooperative Act was discussed, but the law was legislated only until 1957. And it
was actually placed into effect until 1958.
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○ It was delayed due to a conflict between the Ministry of Agriculture and the
Ministry of Finance over the function and jurisdiction of NACF.
- While the Ministry of Agriculture claimed it should be a multi-purpose

cooperative

so as to handle both credit and economic businesses particularly in this semi selfsufficient peasant proprietor system, cultivating various kinds of crops, the Ministry
of Finance argued that such a credit business should be in charge of a specialized
organization.
- When it was delayed to enact National Agricultural Cooperative Federation Act,
the Ministry of Agriculture and Forestry singled out community leaders nationwide
by the ministry ordinance in 1952 during the war and taught them a cooperative
theory and practice. They also developed ‘Rural Practice Cooperative Movement’
so that the leaders would establish cooperatives in their own community. But, it
did not last long as the minister lost his position.
○ In 1958 both agricultural cooperatives and banks launched as per the Ministry of
Finance,

but

they

were

merged

into

due

to

governmental

distrust

and

confrontational practices just 3 years later.
◯ In 1961, it was transformed into a multi-purpose cooperative that served both
credit and economic projects, but primary societies were not able to do their role
as well.
- The NACF, which was established by a government-led initiative, created both
national federations and municipal cooperatives. First its aims was to strengthen
village cooperatives with guidance(The establishment process goes village co-op –
district co-op – national federation in that order.).
- Village co-op with less than 100 members were not able to carry out business, so
they acted as a liaison between district co-op and the members.
“Business was carried out only by national federation and district co-op, and
village co-op only borrowed funds and fertilizer on credit.”(National Agricultural
Cooperative Federation, 1987: 91)
○ The NACF helped village co-ops to create one primary society per a county on
two different occasions(so-called village merging campaign) in 1973.
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- Primary societies now become a large union with more than 1,300 members and
were able to carry out business only fifteen years after the launch of NACF.
○ The NACF was able to manage its own business, transfer responsibility of farming
funds, cooperative insurance, and sales from district co-ops. It also started mutual
credit and commodities. Since then, it has shown continuous growth.
○ In 1981, district co-ops were abolished due to a overlapping between primary
society and district co-ops. Therefore, primary societies took full charge of rural
area undertaking.
2) Successful Business and Development through Multipurpose Cooperatives
○ Agricultural cooperatives are usually multipurpose cooperatives which are engaged
in most of agriculture, rural-related businesses such as sales, purchasing, credit,
deduction and use.
○ The National Agricultural Cooperative Federation is a federation for guiding and
supervising member cooperatives, as well as a business federation conducting
financial and economic projects.
- Financial and economic projects are entrusted to holding companies respectively.
Mutual credit, education, guidance work are carried out directly by the national
federation.
○ In the early days of the NACF, its revenue was largely from national policy projects.
- Its main business was farming funds, agricultural supplies such as fertilizers and
pesticides,

procurement

and

supply

of

government

consumption

agricultural

products.
- The government provided monopoly rights for agricultural finance, fertilizer and
pesticide projects and assisted with various tax support.
○ Since 1970s, it greatly expanded its business capabilities by launching a savings
campaign and raising internal funds.
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○ The profit structure is a cross-subsidizing system that preserves deficits of economic
business with revenues from finance business.
- Because it was a small-scale economy that produced small quantities of items, it
was difficult to meet the profit requirements.
- Although most economic business suffered from a chronic deficit except credit
business, there were very few failures because profit from credit businesses was
more than enough to offset a loss.
○ In particular, national federation had a general bank that could operate in the
city, so it has a unique cooperative business system that supports members co-op
with profits from the bank.
- The fact that NACF could have a general bank, not a cooperative bank was a
result of inheritance of financial cooperatives in colonial times and a purpose of
mitigating credit rationing in rural area by supplying funds to rural regions.
○ Although the Korea NACF had been undermined, its cooperative identity under
government control was entirely due to this unique business structure that was
considered a successful
- A worldwide success model such as Japan’s agricultural cooperatives and Taiwan’s
farmers association was fundamentally the same business structure. (Park edit,
2015)
- Moreover, it was able to reduce management failure by receiving huge amount of
income from banks and joint funds by member associations and national federations.
- In the late 1990s, the financial crisis brought many financial institutions to
bankruptcy due to massive losses and insolvent obligation, but the NACF was
relativity untouched due to its own funds.
3) Identity Restoration through Democratization
◯ Like other cooperatives in developing countries, the Korea National Agricultural
Cooperative Federation has long been limited to autonomous operation under
government control.
○ The government controlled and interfered with appointments of the cooperative
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representatives and a presidents for the national federation. As well as budgets
and account balancing that affected approval systems of the national federation.
- The government changed election system to appointment system under the
temporary measure law 6 month after the launch of the new national agricultural
cooperative federation(1961.8.15.).
◯ As a result, the NACF lost its autonomy as a cooperative and was alienated from
members.
○ It was liberated through the amendment of the National Agricultural Cooperative
Federation Act in 1998 which was obtained by the democratization of Korea.
- The revised law implemented a direct election to elect a representative, and
abolished the budget and balancing accounts approval system.

4.2. Credit Union of Korea
◯ Korean credit union movement is a successful story that was established by voluntary
participation of members and autonomous management. It is solely a civilian
campaign that was initiated in Busan and Seoul in 1960.
- As of 2017, it serves 895 unions and 5.97 million members.
○ Mary Gabriella, an American nun who helped Korean refugees in Busan, persuaded
young people working for NACF and government to lead the union movement.
- In 1960, there were only three cooperatives and the number has increased to 113
in 1965, and to 472 later in 1970. From then, the idea of cooperatives stabilized.
◯ The credit union was faithful to its ‘training-first and post-foundation’principle
when it came to establishment. They put a candidate for member in a week-long
training to learn management regulations and objectives before establishing one.
- Even after establishment, a new member had to receive the same training before
joining the cooperative.
◯ As the number of primary societies were increasing, leaders of the credit unions
built institutions for the education of members and leaders. They also set up a
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management organization for cooperating and coordinating between the unions in
each region. Eventually this led to the creation of a national credit union federation.
- The Korea National Credit Union Federation was founded in 1964, four years after
the launch of credit union.
◯ Even though the national federation was established and started services such as
guidance and management of membership union, it had no choice, but to rely on
outside aid for a while due to a short of operating expense.
- The federation was unable to finance its own membership fees due to a lack of
small primary societies’ability to pay the fees.
- Support from foreign aid agencies like MISEREOR, German group was a great
help.
- The federation started getting back on the right track with government subsidies
in 1970.
○ Since then, the number of primary societies and their members has increased. The
federation system stabilized as well therefore, it was able to cover operating costs
with membership fees.
◯ The credit union has secured a legal ground by establishing the New Credit Union
Act in 1972.
○ It is often cited as a major success cooperative in Asia which was voluntarily
established by civilian.

5. Key Factors for Successful Settlement of Rural Cooperatives
5.1. Understanding Cooperatives
○ In order for cooperatives to be successful, members must understand operating
principles, rights and obligations of cooperatives and its members. Because they
are the owners, users and beneficiaries of all in the end.
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○ Objectives of cooperatives should be important to its members. There should be a
governance structure to ensure a cohesive use of cooperatives, as well as a
operating system to create competitive advantages through a relationship with
members(Shah, T. 1996).
- The purpose is to maximize users benefits, not investment profits.
- Cooperatives bring out the power of joint action and solidarity in democratically
controlled system that treats all members as equal individuals.
- They attract members to participate with economic incentives as well as social
incentives.
◯ It is a 3s(self-help, self-regulated, self-reliance) driven economic organization, and
anything that hinders 3s causes harm.
○ ODA should act as pumping water to strengthen the‘3s’ value of cooperatives,
not to distort the incentives.

5.2. Business and Optimal Size of Cooperatives
○ Since a co-op is a firm, it must have business to manage the group economically
within an optimal size(Economy of scale).
- The Korea agricultural cooperatives spent 15 years searching for an optimal size
of primary societies in the early of its establishment.
○ a co-op may specialize in certain goods or industries depending on a composition
of its members , or it may be a multipurpose co-op that utilizes economy of
scope through various projects.
- The reason why the Korea agricultural cooperatives chose a multipurpose model is
that it was appropriate for characteristics of small-scale farming and small
quantity batch production, and conditions of rural economy.
- Even if a co-op aims to be multipurpose, when it is unable to manage an optimal
business size it will end up playing a very simple role(Suradisastra, Kedi. 2006).
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5.3. Flexible Federated Strategy
○ A co-op achieves economy of scale in solidarity and partnership.
- A co-op prefers to organize a federation rather than merging when trying to
expend its business.
- It was developed in a way that primary societies form regional federations, and
the regional federations create national federations.
○ National federations maximize a sense of solidarity with guidance, supervision and
management, and prevent a few failures from spreading to the whole system.
- National federations ultimately adjust and coordinate the value chain of co-op to
maximize creation value, and eventually return it to the members.
○ It is a general evolution pattern that as primary societies grow bigger federations
are dissolved and incorporated into primary societies at last, when their work is
overlapped or competing with regional federations.
- The Netherlands cooperatives succeeded with a flexible federated strategy(Bijman,
Jos. 2016).

5.4. Wise Government
○ The history of cooperatives in developing countries indicates that the main cause
of failure comes from governments’unwise policies and interference.
◯ The obstacles to development of cooperatives were the absence of policy implementation and legal frameworks, and internal constraints such as lack of corporate
management experience and capital.
- The government, bureaucrats, politicians, and aid agencies interpreted and utilized
cooperatives in their point of view, but they did not acknowledge that cooperatives
are just like firms.
○ It was inevitable that cooperatives in developing countries chose a government-led
cooperatives policy. Because they could not help just waiting for an evolution of
cooperatives naturally, but had to accelerate economic development.
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○ The problem lied in wise intervention.
- It is necessary to establish laws and systems that can lead to developing freely.
- Emphasis should be placed on strengthening the ability of co-op and creating an
ecological environment such as operation of intermediate support team with
education, training and consultation, assistance with pumping water, and prevention
of

corruption

occurred

by

unhealthy(undesirable)

cooperatives(Birchall,

2012;

Bijman, Jos. 2016).

5.5. Wise Supporter
○ In order for cooperatives to spread and grow rapidly, outside support

can be

effective at times.
- There is a great demand for outside support in rural areas of developing countries
where cooperatives have low level of understanding and insufficient capital.
○ However, as cooperatives pioneers have experienced, if outside help lasts too long,
it will only ruin it, not help developing.
○ To determine what kind of support and which level of support are in need for
cooperatives in developing countries, it is necessary for an applicant himself or
herself to have a better understanding and constantly monitor and evaluate
whether it is appropriate.
- The world Bank has also been criticized for failing to listen to various needs for
cooperative capacity building, while there was no clear idea of what do to,
struggling with liberalization since 1980s(Birchall, 2012).
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6. Summary and Concluding Remarks
○ Cooperatives in developing countries failed to achieve a successful result due to
government’s unwise policies and intervention.
- Governments should have helped by establishing laws and institutions to ensure
cooperative’s

free

activities

and

strengthen

its

ability

to

take

root

in

cooperatives in consideration of poor economic and social environment.
○ Despite disadvantages of developing countries’s history, culture, economic and
social conditions, there are quite a few of success model.
- Savings and credit union is one of representative examples which closely
cooperated with a local community to keep its principle.
- As seen in the case of Ecuador credit union and Tanzania ‘CRDB’, a wise
approach of aid agency was also the key factor in success.
- Take examples from Sri Lanka ‘Sanasa Society’, and Uganda ‘BCU’, a wise leader
and principled operation were the fundamental force to overcome difficulties.
○ The Korea National Agricultural Cooperative Federation(NACF) was led by the
government like other developing countries, and it had been under great control
and interference for such a long time. However, it managed to achieve
self-sustained operation in the end(Park, 2011a.).
- Despite of a process of trial and error, the NACF established a stable foundation
based on government’s policy business.
- It was a cash-cow that brought commercial banks into cooperatives system for
urban capitals to rural inflow.
- A multipurpose co-op was the key to redeem losses of economic business through
credit business profits, and It made the NACF able to

maintain a self-sustained

management.
- An excellent leadership and management ability of the federation contributed to a
great deal of power of spreading, improving co-op and maintaining a healthy
management.
- However, there is room for improvement on a sense of ownership that has been
weakened after aftermath of government control and interference for a long time.
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○ The Korea Credit Union is as a successful voluntary organization established by
civilian and shows a typical advanced country pattern. It also can be a good
reference for developing countries and ODA agencies.
- It was similar to the situation of a lot of cooperatives in developing countries
without any government support in the early stage, but rather that it was able to
overcome difficulties with support by foreign institutions such as the US credit
union and the Germany MISEREOR organization.
○ Lastly, as seen in the precedents of cooperative pioneers, it is important to
remember that successful cooperatives always had good leaders(Park, 2011b).
- It is never enough to emphasize the importance of investment for cultivating
leaders and strengthening abilities of organization.
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