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Inirodyotion

The sooperative movemsnt, which stemned from the efforts of the working
class, wAs a reaction against the early abusas of the capitalist industrial
. system. ‘fhe history of industrial cooperative is a record ﬁf‘tha_ afforts of
‘the cocperators to bring about harmony betuean eapital and laboup, Robert
Quen, and ﬂﬁ_ghdaée Pigieers also aimed at the cunership of industries by

workers so that the industey could bencfit the workers,

Workers! Cooperative have great relevance to the developing nationg
because of cartain advantages that could actrua to the working claés. In
8 labour surplus sconomy, capital-labour substitution has lot of implications
in the development process. Workers! coopsratives bring e_ltbnptran optimal
blend of labour and capital thus ensuring the minimization of conaentration
ef o2pital in the hands of feu. Théy promote a mors raspunsiue and

responsible working clzss,

B To dev:alop the workers' cooperatives, it is Necessapy to hlaue‘}an insight
-inta (a) the procass o-i’ their formation, (b) the problams faced by them in
stabil_iziﬁg ti;leir oporetions in & compaetitive ‘en‘uironmm‘t, and (a) the roles
of govemmant, voluntary agmicies, social workors and trade -mions. An
ettempt 1s made in this papaer to explore the above issuss and alsc explain
the seme through s cese study of =n Jndian experience. For a bettep

ndorstanding of the above objeotives, the industries are groupad ag



(a) Traditional Industriss, (b) Decentralized Small Scale (Modemn) Indust:

and (o) Madern Industrica.

[ o e eagr e

In the treditional industrial sectory peopie with skill fase competitd
from medem industries. Their skill do ﬁot roceive a premium for employman
in the mddsm sacter. Further, modamn ind.!striés devolop in regions endows
uith induafcrial_ infrastructure, So, the traditional artisans have to Join
f;agemer to form a cooperetive of their ouwn to protect their sconamic |
interests. The organization is sxpected to supply rew materials and also
arraenge for markesting. Tﬁese aptisans ganermlly lack nscessapy dynamiem to
adopt either product nfgpmcess innovations to compote in the maiket. : The
unfavourable compstition betwean the traditiﬁnal Vorsus modern 'sat;tor attract:
the attentimn of the govemment bacause of ths 'labour-intenaive! naburs of
the tmaditional sector. -.In order to preserve tho cmployment opportunities af’n
the artisans, and enhance compotitive ability, géﬁ:afhmajt"pmuides a numbar
of ooncessicns. The cooperetives thus are viable ‘nnly insofar as govermment
support continues, This patronage instead of creating a self-sustaining
vooperative ‘c-ntamrisu leads to & dependency system. Political leadership
tends to support patronage instead of a long—term stretogy of skill dovelop-

ment of artisans through innovations,

Rnothor facet of industrial cooporetive organization in the traditional
gactor could t_:a catégorized as tho *labour disposal cooperativat, whioh have

skilled ,' éemi—skilled,'and unskilled worksrs as members. Thoy 2aim at



minimizing exploitation of the workers by tho intormediaries. Extemal
laadcréhip like social workors, voluntary agancios and trade mions,' pramota
those cooperatives, Rocognizing their role, the govemment may make speeial
p;}cyiﬁms in the Cooporative Act to admit thom as sympa_t_hisci- mcmbars.d
fﬁay démlop vested interosts and croato o peychology of depondeney on

tham by membors., The government teo, for political oornp_ulsions-,' oftan
trias.to perpetuate such leadership. No conscious effoft is made to build

: leacfarship from within, To make the cooperative orgenizations selfwreliant,
it would be desirable if govomment spocifios an oxit . strategy for the

'E‘i'gwpathisera- But this is found to be absont.

Dosentralized Small Secals Industrigs

Small Scale Entrepreneurs eng.aged in dccmtralizcd-indt.:striéé undertake
_all funotions like production, processing and markoting. Tor ovopcome the
h_a'.nd;tnfaps' and to derive economieslof‘ scale thoy could form ﬁooparatiueso
Ex;;orianca shows that given thoe right environment, thosc cooperativés

have dhoun sufficient strongth te grow and servé the membors' intorest.
Many have played leadership roles in introducing innovations in the ma‘nberé'
diterprises. They could procurs/menufacturc and supply raw motorials and
lalso provide marketing facilities by installing prnccssjng. f‘arciliti'as‘.‘
Though tho cooperative 'chéractor of thesc organizations is often disputed,
it is inoreasingly recognized that they 2rc gonuine cooparétiues bef:ausa the

line of demareation between ontreprencurs and workers in thoso organizations

is mors of a2 theoorotical issua.



Modermn Industrics

In the modem indusipics, cooperatives come into being mainly
through two routes. A strike loading Lo closurc of an industrizl it
or 2 planncd withdmwrl of a govemnmontal corporation or similar other

organization.

The govemment hes a crucial role to play in bath the circumstancas.
It may have to provide support in torms of sccd capital, markoeting,
finance, ctc. Though a depondency system on the govemment cauld develop

it, is only for a limited period.

Common_Froblen

Industrial cogperatives are subjocted to a uariety-of"gwemmm{ﬁs_
levics like excise duty and sales tax. They are treatod on par with
other industriss in privato and publisc scctors of tho oeonomy. Gonerally,
it is expooted thet the governmant mechinery ‘Luould stpictly mf’orqs_ th'u-.
tax iaus on all industrial secctors. If thic doos not happan, thané |
would be sarious implicetions on ths cooporativos as they adhere to the
rules laid down. by tho kax authoritics,. To nain insight intc the sequances
leading to the formation of industrial cooperatives, the problems involved
in stebilization and the rolo of oxtomal agoncios like gm)emment, & naso

study of an industrial cooporetive wnit is prosonted.



Dingsh Boedi Workers! Coopocrative

The Korala Dinosh Beedi Wopkors'! Cooperstive (KDBC), a foderation
of 22 primary socictics is the saga of sclf help movcmbnt in India. Its
origin can be traccd to the Korala govemment's docision to implement the
Beodi and Cigar Workors {conditions of smploymant) Act of 1956.- fhr: Aot
conferred many bmcfits like sundey waqaes, apnual lcaﬁa, providont fund,
and medical loave to the workers, During Octoher 1968, the labour unians
domandod tho implemontation of provisions in tho Act. R number of
companies namely, Ganesh, Bharath, Durbar andr PUS closed dow their
- Anitse, :ﬁs a result, 12,000 becdi workcrs wera thraun out of employment
in Baﬁnanorg District of Koerala., Those workers know nothing exeept rolling
of boodiess The misory of the workers dus to mamﬁloyment caught the
attention of tho comunist goumﬁmmt thon in po@e;:- in the stato. Efforts
to porsuadoe the employcres to reopon the wnits did not succoede This
became a challongo as well as an opportunity to the champions of the
labmﬁr class to prove thrsir. mettlt;.‘. Aftor @ sories o consultations
with the Tr:adc Unions and political lcadeps, t:: govemment of Kerala
finaily decit;lcd to rehabilitate thc workers ol cooperakive basis.. "i'ha
then Minister of Industries and tha fMinister of Labouﬁ of the State took
perscnal' interast in crganizing 20 primery socioties and & central socioty

(KDBC)..

The Stato govemment con tributod Rse1.35 million towsrds the share capital
of KDEC and senctioned a working capital loan of Fse0a7 million, The govem~
ment also stood guaranteo for borrowings made by it. The workers in the

peimaries were to contribute Rs.20/- &s sharc capital., Since thoy wero
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financially weak thoy were enrolled as members on péymmt of Raal/~ and the.
balance of Rsa19/~ was provided by the Q:DUDI‘I'ITTIDnt ag share .capital loan to

be recoverod from the workers out of thuir wages in instalments. This
amowited to Rse0+2 million per primery. It doputod govomment sorvants to wox

as paid sccretary for cach of the primary sosioty and also to KDBGe

Operating Systems

The basic objective of KDBC was to function on a2 commorcial basis
for the development, production, and marketing of tho bcedios p roduced
by momber socict.{les_. ;I‘o achiove this cnd, KDBC supplicd raw matoriala,.
provided working capital, arrenged for sale of finished ;ﬁmdu_cts, mpemiéad
the work of rnc-a‘mbar sociotios and undertook rescarch in beedi production .
It was managed "by a Board consisting of niﬁa Dircctors. Four of them were
nomina ted by the govemmont of whom one was the Chairman who would bﬁ a
full time gduemmdnt‘ﬂfficar. " The rest of tho Board membors mafo ta bé
sclected, bu%.':in roality, thoy wore nominated by the government from amongst
the various trade union represcntatives. The Board mombars of the primarios
werce also nominatod by the govemmont. Funetic-2l roles betwsen KDBC and tho

primaries were cloarly demarcated.

Function of tho KDBC
The role of KDBC could be broadly catogorized into four functional

AN0AS,

Prooursmont of Rew Matorialss The rauw matorials required for the manufacturo
of boedies arc tondu leaves {Dispyros melanoxylon ) and .tobacco., The leaves

are usually purchasod from forest Corporations of Orissa, Andhra Pradosh and



Marketing Foderetion of Madhya Pradesh states. Tobacco is bought from
private traders of Gujerat and Karnateka States. Tho major itom, the
label is purchased from Tamilnadu State. Thao yam requiroment for rolling

the béedids ig met from the lccal markct.

"Supplics to Primarioss KOBC supplics.a weck's roguirement of rew materials
to thao primary socictics. It adds throe ner cont on the cost of the may
material to cover its overhead aexpenscs which include trensport and

delivery.

Price Fixetions .KDBC decides the market price for beedies, It works nut.
. the cost by taking the value of ru meterinls, wages, margin given o

primaries (10 to 25 paise for 1,000 beedics) and adninistrativo eXpenses of
KDBC. Tho selling price of beedies is docided by tho KOBC Board taking inta

consideration the market price. Over-the yoars it has assumed tha role of

price leader for beedics in the regional market.

Marketing of Finished Goods: Marketing of the finished product is done by

- KDBC through 96 canfnission' égants appointed by the Board. The agents get a
com ission of 60 paiso per 1000 ordinarpy beadies ahd. 55 péise for gspocial

- beadies, A variety of media is used to popularize its products. To promote
sales in. the first yoar, it organizod a sales capaign. It suppliod one
matoh boX froe of cost along with one bundle of 25 boedies. The total nost
of matoh boxos amountod to RseD.43 million. As a result, tho sales rose Prom
4 million to 12.5 million becdios in one month. This holpod KDBC to come

out of testhing trouble, and to ostablish its brand imaga.



- fwnctions of the Primary Socioty

The primary socicty locks afiep manufacturing operations and
also maintains the accounts. Produstion is organized undaey the
factory system in the KDBC set=tpn. This is done IJ‘n order to ma2ine
tain the quality of its product. GQuality of beodios depands on
proper purification and blending of tobacco“, proper drying and
cutting of the leaves, caroful rolling, ute. The primary_sociaty‘
appoints supuru_isprs at cach work centrs to look aftar man ufactyn.
Ang operations and to onsure quality. Each day, a worker is issued
a kKilo of tondu leaves and tobacco. At the aid of tho day, the
beedies rolled are collectod and recorded. Drying, packing labol—
ling, and bundling at 24 or 12 each por packet are dono in the
factory premisos. Each packet will carry the registration numbop
of tho respesctive primary and the common traﬁe ma rk of‘ KDBC - ::

rising sun pencirating through coconut trecs,

WUorkers are paid on pioce rato basis. UWagos are paid at the
end of oveory week. . A thrift deposit of 5 paise por rupece of wage
is collected towards sharg capital. The primary socioty maintains

dotailed accounts regarding all transactions,



Progress at a_glarcc

An overview of thc progress mode by KDBC botwoan 1969 and 1980

pould be seen from Tatlo 1.

#* Thero is an impressive growth in membership of KDBC which
rose from 3000 teo 22000.

* It has gonorated sufficiont intomal resources from members,
with tho result, the share contribution of govamment has
racordod only marginal increascé

¥ KDBC has ceased to borrpw from bankss It borrows only

negligible amount from govemmont.

* Thore is a fivo~fold increoases in the purchese of raw

materials and production of boedios,

* Wages paid have incroased from Rs.5 million to fs.63 million,
an inoreaso of noarly 12 timcs.

2 uage rata has increased From Rse3e30 to Rs.9.30 for 1000
beadies.

* Sales have incroasocd from about Rse11 mlllld"l to more than

Rs.125 million.

® Ppior to 1975, cxcise duty was levied on tobacco and not
'_lcn heodias. Subsequently thz lovy is on beodi units produc~
‘ing mord "than throo millicn bCCdlLS o ycar, KDOBC péys Rse 24

million as oxcisa duty.

® KDBC has sameoed a net profit of about threo per cent on equity.
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TABLE 1 5 PROGRESS AT A GLANCE OF k0BG BETUEEN 1969 AND 1980

Position during

Itom Unit 7969 1930 % incmasc?i
Ldork:ers omployod Porsons 3000 22000 633
Share capital contribution of:

Primary sociotics Fse in million 01 -1‘.5 1500

Governmont t 144 1.9 35
Borrowings fromg

Govemment " a.7 0.08 (= )89

Qthars (bank) . ) cooon 0.1 - -
Purchase of rew materials i 4.1 24.0 485
Wages paid to workors | | H 5,0 63.0 1160
Daily pr.oduction aof becdiaé Million 2.5 15.0 5040
Wage rete por 1008 beedies  Rse .3‘30 4:30 161
Sales  fe. dn million 10,8 125.4 1061
Central Excise duty paid " Noc duty 24,0 "
Trading profit {gross) " 047 1.9 171
Prur“:;.t {net) n - G.ﬁ -
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Broak=up_of Opemational- Costs

‘The shars of various itoms in- total cost for tic year 197071 and

1980—81 is givon in Tablo 2.

Tho ‘ma jor objective of KDBC is to increase the retum on labour.-

" Wage component during the decade hes ifgroasaed from 52 to 71 pér cant'.,.
whoreas the percentage share of raw materials in total cost has dec.lz'ned
" fpom 45 to 27 por cmnt. Furthemord, with increased produstion, the
cost of administration has comc down from 3.32 por cont to 2,49 per oent,

TABLE 2 3 SHARE OF YARIOUS ITEMS IN TOTAL COST DURING 197071
' [ND 198081

. (fse in million)

Ttem ' 1970-71 1980-81 % inoroase
Purchasaess
Tendu loaves 2429 . . . 12,93 465
Tobacco 1.29 6497 401
Labels . f0 38 3,88 895
Yan 025 0,25 -
Sub~total 4e32 2%y 3 456
(44.86) - (26.92)
Wagos | 4499 ' 63400 1163
' (51.82) (70,59)
Admin istration 032 2422 594
: | (3432) (2.49)
Total 9,63 89,25 827
(100,00) (100,00)

Notos Figures in parchtheses ‘fép'rosmt percentage to total.
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i£ may bo recalled that KDBC ceme into existence not only to provide
omployment to workers but also to confer many beneFits enshrined in Beedi
and Cigar Act, This has been accomplished aéSccuuld be sast from Table 3
It could be observed that the weges paid in torms of privileges account for
a third of the totel wges of tho workers. The prosenca of KDBC ms ensured
parity in direct wages in the private soctor. Workors in the private wnits
arc not well organized to dorive other privileges. The private sector units.
producing less than throo million beedies have scope for savings upto Rs;;T.SD/
par 1000 beedies. This gives scope for price war betwsen the cooperative and
private units, Despite atiff competition the fact that KOBC could inocrease
its market sharc demonstratos its quality image. It was achioved through

factory systems

TABLE 3 ¢ BREAK-UP OF ESTIMATED EXPENSES PER 1000 SEEDIES OF A
" PRIMARY SOCIETY - -

Items . Rse PSs

Direct wges , ' 9,52%

Other Privileqcs

Sunday wRego 1.60

Eamed leavo ‘ G.50

- Fostival leave C. 25

Bonus 0,95
Provident Fund 0,50 3,80
Sub~total ' , 13,32

Raw metarials (tobacco, loaf, label, yam) 577

Excise duty S . 3474

Tétal.. L] L X 3 22.83 )

¥ Wage rate is adjisted to the cost of living index.
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Workers’ Perpeption - A Field Survoy

A gsampla of SU wirkers of KDBC affiliated primaries end on sgual
nunber of workers of 2 private company {Sadh:5) were intorviewsd. Tha
results are progsentod in Tablo 4. A aanéa of bolofging and an attituda
of ®ue feeling" are found to be strong among the workers of KOSC, This
has boen dovelopad by tho organization's ability to assiskt them through
afficient perfoomincs, and good working conditions and onsure job sabis-
faction to the warkars, In Sadhoo beedl campany this is not very much in

ovidenco. Tho workers folt thet thoy wore being aexploitad.

ﬁ&E 4 ¢+ UORKERSY PERCEPTIONS RUGARDING KOBC AND SADHEDO COMPANY

Tkom Percoitage of warkorg roeporting
. KOBG SADHOG
Satisfiod with proanization set-up 873 3G
Bolioves in its ability to assist thom .73 17
Satisficd with its ovorall porformince 77 20
Satisfied with working canditicns ) % 30
Dorived job satisfaction 85 29
Preforred monthly wago payment 23 T
Oissatisfipd with oxisting wage rato 87 80
Stabic omploymont o 75 | 20

It could be seen from the fablo that workers in both the scotors are
dissatisfied with wagos, One of tho causes could bo atbributed to higher
wagas that provails Fﬁr workers enéaged in agriﬁulture and aliipd éaci;mrs
in the pogion. In KOBC, production is c2rricd on factopy pattem. The

warking hours are rostricted to cight hours & day. Tho samings of the
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workers depend on productivity during this period. As against this,” Sadhoo
workers working under the dec;mtralized propuction pattam, have the option
of working for longor hours and eaming more in a day. Because of this

KDBG workers feel that they are.not ablo to e'a‘rxn more. On tho other hand,
Sadhon workors are uhappy that.thtl:ay.are not getting thé privilegos enjoyod

by KDBC workers.

Guarantee of stable employment is one of tho major reasons for the
“loyalty of workers of KDBLC., This wes oxpressod by 75 per cent of ‘thczm.
As against this, only 20 par cent of Sadhoo workers had stotod that thoy
got stablc employment. Rocgarding ﬁag.o péymmt, a gignificant pmp’orfiaﬁ
(23 per cont) of KDBC wcrrkars preferred to hava monthiy vages as against

seven percont of workars of Sadhoo.

0n the uvhole, the study roveals that tho organizational pattem of
KDBC has many positive features. A high p'roportion of workors found identidy
of interest botween their in_di\.ridual and organ izational gwmals. Since
membcrs.' oxpectations are high, tho organization is under progsurc to
perfom; On the contrary, workers of tho Sadhoo company are unable to
identify thuhselues with their organization. fhérn is suspicion botwaan
workers and managoment. utcorkcrs'a'r'e gancrally dissatisfied with _thea o ngas.
nizational elimata. Consequently tHey saek agsistance from tmdo Lnion_s
to protest thoj.r interoests. The trade wunions hauel been succossful to protect
tho workers but not in any significant wy, In tho casc of KDBC, the trade
inions have succeeded in improving tho standard of living of the workers

through cooporative cffort.
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Rohicvomaits

KOBC is a Lniqua@tcrpriao of beadi workors in Irdia. It is thé
first institution .lﬁf. its kind ﬁo__prouido rogular omployment, wages related
to sost of living index and confor all henofits provided unde® tho Boodi and
Cigar Workors Acte Thc operatlonal style of KDBC has oreated a senac of
belonging among its workers. This has croated.a greator awaronoss among
them to meintain the high guality of product. |

In tho KDBC systom, cach worker contributos five pnaise por rUpeo of

wages oamned by him towrds a thrift doposit. Evory year & sum of Ra.2 million

is aporuing as savings of mombors. This fund is used for giving loans to
mombors, A doath benefit of Rs.5000 i..?,.gi\lcn to tho f‘amily. AlL members

are given health cover under the Employece' State Insurance Schome.

T

Problems

_Nominatod Boapds HAs por bye-lauws of the KDBC, tho membors of the Board other

than, nominated members are to bo clocted by the ganeral body. However sihce
inception this provision has not boen operated. Tho govemment cantinucs to
-nominate tht five membors from varicus tradc union roprascn tatives, The idea
of nommatlon is justificd on the ground that it would climinate rivalzy
amongst the trade uiions, It is felt that any conflict among members would

have serious implications on tho organ izational porfoTmancoe

Burdon of Excisc'Du.ty: The central Dxr';ise cuty which was f‘ofmorly imgoséd on
tobacco has beon shifted to manufactured goods (bocadics). Aé stat.ad aarlier
tho KDBC is_subjapte.d to excisc dubty. Private scctor thm..LJ-c_;h home—~basad |

system or oubtmwork systcm of dcc&\tralizcd production manage to avoid paying

the taxe This croates unhoalthy competition for KDBC products. KOBC could
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form primarios of ton persons which will produce less than throe million
bocdicg a yoar, but this would croate tromendous opcre tional pz:ol:xll.a:animj
Furthezmoro, KOBC has boen succogsful in increasing Iits mafket share by
maintaining high -quality of its beedios., This could not he-achie\md |

through dccantralizatiqn of producticn.

Disparity in Mages in Neighbourhoods, Thoro is no uniform/min imum wago

ratos for boodi workors acrass thz states in India, By and large, besdi
workers arc not organizod end do not onjoy 2ny bonefits. In this situa-

tion, coopcratives arc placad at a disadwantageous position.

ReccMery Variationss The threc probloms discussed abeve highlighted the

problems thet are extemal to KDBC. Thero ape coartain internal proﬁlems.
inhorent in the cooparatiuas. Dne such issue is thc rocovery of boddies
for a given quantity of raw matorini. In rospect of boodins, the skill

of workors detemines tho numbor of boodics roalizod for a given quantity
of tendu leaves. The primary sould sithor cyolvo a system of offactilva'

aupor&usmn to avoid wastage or recover shortages fmm the wcrkcrs. Tha
latter altemative in a cooperative would crozto thu aroblams of mf‘nroa—-
ment and would lead %o tension., KDEC bas found offrcctive suporvision as

tho bost coursc of ackion. But this has its implicetion in terms of overhoad

gost liko salary for suporvisory staff, For instance in 1975-80, one

primazy got the highost production average of 1712 beodins oub of a kilogram
of tendu lovaves whorses another got only 1354 boadics. This has its impli-

pations on tho profitability of tho primarics,.
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Eonglusion

In the introductory soction it was statod that the study was fooussoed
tauerpds idontifying tho causes for formation of industrial cooperatives, the
problems involvad in stabilization and the role of govemment and otheps
in the growth of the organization. Reflecting on the oxperiences of KDEBC,
it could be stated that external loodorship (both trado union and govemment)
played a pivetzl role in its formetion, stabilization and progross, Though
tho organization has stabilized and achicvod remarkablc progress over the
yoars, an oxit strategy for the extemal leaderpship is consgiﬁuws by its
absencos The stete govemment vhich gave birth o this organ izational cdifice
doos not want to democratize the management through elocted reprosentatives
for fear of destabilizing tho organization. All major trade uniocns representad
on the board of menagement, find a2n opportunity to prcj:act their image. BSo
they are not keen to change the cxisting arrangzment. Thus a self-perpetuating

[

dopendenoy system has come to stay.

Leadership culture that prevaile in this organizat on is one of benavolant
type. It has promoted a climate Fof participatien of workers in the decisione
process which has helpod in aveiding conflicts or strikes. At the same tirﬁe;
the goal of cooperative to meke the community of workers self=raoliont not only
in temis of resﬁurces but aiso in torms of managerent is a process that need_a::--
to bo strengthoned. This could bo ochicved by cooperativo law. But anforce='
mont of lay rosts with tho govermnmont. This undesrlines tﬁe nead for creating

a ‘*synergy group' outside the system which would be vested with the responai-

bility of spreading cooperetive conscicusnoss among the membors.



