CHAPTER 6
"~ CONCLUSION

 THE SOCISTY IN PERSPECTIVE

-~ .. The Socicty had urderlined in its by-laws, its
aims which have been cateporised (irn Chapter two) as being
economic and non-ecoromic in rsture. In accordance with
the economic aims of the Society, which is to promote

the economic interest of its members the Society had
provided two services of economic significance; that is
Rice Millirg and Padi Marketing services, In this
respect, though such services are intended primarily

for its members such services have slsoc been extended to
others from the predominantly apricultural .cowmmunmily .

" The extent in which the Society had worked in
the direction of its stated sims has been clearly indicated
in Chapter five. Being farmers enrared mairly in the
production of padi, members immediata economic interest
will be to have a satisfactory means of disposing ite

roduct and receiving a fair value for it. Ro doubt that

armers in the area do rot really have a choice in this
matter since the Co-operative Societies in the area held
a monopolistic positior with regards to padi marketing -
being the only organization in the area issued with
licenses for purchasirg padi. IHowever, due to certair
factors like the presence of unlicenced agents in the
area (who similarly urdertake purchasinz and marReting
of padi) and other Bo-operative 8Societies the service
are provided by the 8ociety was made safe from beirg
exploitive; as it would have been corsiderine the Society's
monopolistic position., Hence the economic interest of
4ts members in particular and the whole agricultural
commurnity in general is preserved. ‘

, The Society also attempts to ensure that the
services provided to its members are at the minimum costs,
thereby ensuring that members are not paying more than
what they should. This is done by way of declaring rebates
on the amount of members padi milled or sold through the
Society.. This means that members are actually vaying

less for every pfcul of padi they send to the Society to
be ¢il1ea_andj:¢ceivingkmore for every picul of padi they




sell through the Society.

. Purther the prices for padi as paid by the S

to its members must be consideredpas fairPanecgallg oclety
considering the situation in other rice producing areas

like Sungai Besar where the vrice received by the farmers
was as low as $10 to 11 per picul (early 1966).1

| ... However, it is not meant to be implied by this
that members of the Loonpg Aik Co-operative Rice Mill
Society are receiving the best pvossible deal. As it

is, the situation still leaves much to be desired. The
po&ntxis,,the Society through its milling and marketing
opegation~hud workad in the economig interest of its
members,

.~ In respect of its non-economic aims the Society
sets to educate and disseminate a knowledge of the nrimciples
of cultivation and milling of padi and to encourage
in members the spirit and practices of co-operation and
self-help. However thus far the Society has not made any
re-1l or concrete contribution in this direction in fairness,
it must be said that the Society had {in con?unction with
the other co-operative societies in the area) in the vast,
organised film shows and pictorial exhibitions meant to
promote the idea of co-operation within the agricultural
commnity. However cfforts and initiative in thi$s line
has come mainly from the Division of Co-operative Development.
These were held about once a year in Sekinchan and were
organised jointly by all the Co-operative Societies in
the area. .

An assessment &8s to whether this has been a
subatantial contribution by the Society in promoting the
idea of co-operative association among its members (and
the nublic at larpe) must however be gauged from the
farmera angle, Though the response from members, especially
to these film shows has been substantial this could not
in any way be taken as an indicstion of the farmer's and
members' enthusiasm regarding the ide2a and philosophy of
co~-operation, Juch a response on the part of the farmers
can be regarded as ratural considerinc their essentially
rural outlook towards such matters. Thisevidenced by
the faet that there has rot beer in the past any sipgnificant

1l
o . This information wes gathered in Merch 1966 2
when an investigation was made by the Federal Agricultural
Farketing Authority, on the merketins practices of co-
operative societies in the rice producing areas of Tanjong
Karang and Sungai Besar,




resultant effects or the mermbers of the Society - for
example‘by way of incressed participetion and involvement

in the Society or by any nther visible simns. The velue

of co-operative education must be realised however especially
i such circumstarces vhere there 5o a need for member
norticipstion and loyalty,

Lith regards to oducsting its members and
disseminatin~ amone them 2 Ytrowledge of the princinles
of cultivation and millin~ of padi it was found that
throurhout the entire history of the Society, this field
hes been completely replected, The only reason for this
is the lack of faclilities sné means throurh wvhich the
SGoeiety ceould vork tovmrds its mplementation. This is
indeed one example illustratins ithe consequences of
transporting model bhy=lawve to cach ond every co-nperative
anciety without prior cornsideration of its poseibility or
alterratively without subseouert provision of facilities
throust vhich such asims could be rcalised.

The scope of swuch ar objective is wide and
without doubt will prove to be of great siynificance to
the menbers of the Society. In this respect, the Co-
operative Society can sctuzlly &assume the roie of an
arricultuial extensior worker, Facilities must be provided
to the Society, vherehv informetion reparding acricultural
rmethods could be disseninasted to the members and throuph
which problems of farmers could be channelled to the
hgricultural Department for advice and prescrintion.
Fembers beinr mainly simpl: farmers will find it more to
their own corvenience =nd tactes if they were to deal
throurh their owr: Society rathor than direect with the
Agricﬁltural Department. where the exprrience may prove to
be too unaccomodating to them. This vill mear that the
Co-onerative Cocicty must have closc contact with the
nctivities of the Agricultural Department. However care
ruct be exercised here to sce that the relationship with
the Departmert of Agriculture does not go beyond the
relevant issuess such that veuld lead the Society Lo
function merely as ar agency of the Ministry of Aericulture,
As a co-operative socicty it must nreserve its identity
arnd remain autonomous if it every desires to bs meaningful
especially to its members,

The Society and Co-operstive Philosophy

The Loong Aik Co-operative Hice Mill Society
had clearly expressed in its by-laws to undertake business
operations with the object of promoting the eccnomic
interests of its members in accordarce with co-ogerative
principles. Indeed some of the articles in the Society's
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hr-laws are clear expressions of s

1 rxpressions of some of the principl
upon which the Co-operative Locicty is based.p HGW@%@is
while such may be inscribed in the hy-laws, the extent

to which the Society actually subrncribe to these
ir practice is entirely a differert issue, >se principles

Ore of the principles of co-operation is the
pririciple of open mertership, fourded on the premise that
every person is eliribtle for membership. The Soclety
had to a great extent subscribed to this prirciple. 1In
fact where membership is concerred, the Soclety had even
rore bgyond the extent of its by-laws to acceot persons
recjding outsicde its arems of orerstion as members. The
oply limitetions placed orn membership are:

(a) thome persors helow the ape of 18
{b) those residirg outside the Sekinchan area and
(e) those rot operatine cr owing padi land

in the &ekinchen area.

"heer limitations rre however receacary and basic especially
to a co-operative marketing socliety (which the Loong Aik
(o-operative Rice I1i1). Society pertly is) and hence must
rot be reperded as amourtir: to a contradiction to the 3
nrinciple the YHociety is sunposed to have subscribed to. ¥

However imrlied in this nrinciple of open
membership is the idea of selection. “very application
for mombership into the Society is considered by the
Committee of Management. However the criterion for
acceptance as adopted by the Committee is only limited ;
to the applicant's -ooc character and habits. No discrimination i
on the hasis of raca, nolitics,relirion or wealth has .
ever been reported to be practicﬂd by the Committee. An
inapection of the Society's membership register, reveals
this point. fembers are not homoceneous either with
rermeoct Lo wealth or race or status in the community.

A study of the Society's Administration and o
Manazament also reveals its conscription to the principle .
of democratic control. This principle which is based :
on the premise of equality among meuwbers is manifested
in the idem of one-man-one-vote; and this is essentially
the practice followed by the Society. Further, the
system of representation and election into the Committee
of ianagzement and the delezation of authority from
nermbers to the Committee of lanagrement and subsequently
to the various sub-comuittees (on rice millinr and padi
marketing) indicates as to the democratic nature of the
Loonp Aik Co-operative Hice i1l Society. For examnle
every member of the loclety, provided he is over 21 is
elirible to be elected into the committee and all decisions




are based on majority votes.

However while this ho- senarally been true
thiere are somc anonalics ir the nracticesg of’the Sﬂcgaty
vhich cast doubt on the axtert to shich the nrinciplea
is fully subseribed to.  itree vhile the ddea of having
celay ono Chirese merhors fn e Dommittee 3 democratically
:;OL;!E(}, the manner in vhich the idea was brourht into
reality (that is, throush cecproynte alactions £or THiese
snd Nalay members) i3 prejudicial to the very anncont of
democracy. turther asanscercvt is al=moat Olikarc%ieal
in neture. UDecisions and policy makine rested enlely
with tha Committee of “aparamont, S0 also with rerards
Lo initiative, narsicipation aro involvemqnt in the
activitias of the Jociely, inciucing the reneral meetings.

The oo a3k Coesporative Ydce 0411 Socicty
#lso subseribsd to the one real and immutable choracteristie
0! all co=operativae arpanisntions, whickh ias the principle
of Patrorase dividends, “he Society had in accordance
with this principle #nd it by-laws, distributed its
earninsg (after the clain; of s»eanization and canitel
investments have been mat, to tie mambors on the hasis of
the voluse of businesna <one,  This had been done every
yoer dn the five yoar oeriod, oxeopt in 1904, when dividends
for 143 vas not declarade Tthis was on account of the
losg inevrrad hy the Lacisty 4n 1963,

The voeiaty had also enanred jtself from being
criticised by peonle vitit vealth to provide profit for
themselves, ‘This i3 done hy declarin~ in its by-laws that
no ivoividuald may hiold more than 1/5 of the share canital
i the Society and that only & dividend of 6 percent per
anrur. i’ allovied t.o be naid on canital contribuiions from
nericers,  thig i4s all in line with the orincinols of limited
intarast on canital.

Howevar with rocrrds to the secordary prircinles
of Foliticel anc ikelirious Nevtrality 2nd the promotion
ol edveation, these had not been serisusly followed by
the society, it hians beer roted in Chapter three thot
polities play & =isnificart rnle in *he Snciety nsrnecially
with recerde to the electior of memrher: into the conmiittee
anc¢ the electinn of office bearers ir the Committee of
arucemerte 'olities however does rot end here, tor
exarmnle in 1061, & »ronneed donatior of ¥1,000 to the Yoke
Kuan Chinese Scﬁool‘swhichvannlieg {nr such a donation)
vag turned dowr by the Committee {commosed mainiy of
P elohe porty verbors) or the bssis thot the bosrd of
irectors of thet school was corprised predominent)y of
Socialist Prort party wmernbers., lt ie fortunete to note
that the involvemert of politics ir the arffairs of the




Society had not assumed any rrester proportion than this.

With respect to co-operative educatior it has
also been seen that this is entirely left in the hands of
the Division of Co-operative Levelopment, Ministry of
Apriculture and Co-operatives. |

The Society had not also followed the principle
of honorary services to the full, The zituation as it
existed in the five year period was a compromise between
honorary and paid services. All the memnbers in the Committee
are paid allowances at the end of the year (as yearly
aprropriations from the net profits esrned by the Society
for the year), In addition some of them are provided
additional allowances for certain services. For example
the Treasurer and members in the Pgdi Marketinz sub-
cormittee are paid extra allowances of ¥30 a month
during the padi marketing season, JSimilarly the Committee
member functioning as Manager in the Rice MNilling Section
also receive the same amount, but for the whole year
round. From this, a member serving in the Committee of
Manarement could receive as allowarces from the Society
an amount in the region of %200 a year.

This brief survey serve to show the extent in
which the Loong Aik Co-operative Hice Mill Society fully
subscribe to the Co-operative philosophy. A reference
to the by-laws of the Loong Aik Co-operative Rice NMill
Society (See Appendix 1) reveals the fact that the
Co-operative philosophy which is expressed in the principles
covered ahove is deeply imbedded in the articles of the
Society's by-laws. However in actual practice the Society
had not (as its by-laws) shown a similar outlook towards
the philosophy upon which it 1s based. This has been
noted above. Perhaps the reason is more circumstantial
(partly at least) rather than a deliberate policy initiated
by the Management. This especially true with regards
to the management process., HNembers generally are uneducated
and do not realise the value of democratic mararement -
hence the emerpence of an oliparchical Management Committee.
And it is with due regards to this too that elections into
the Manavement Committee was allowed to deterjorate into
a politically based issue. However in fairness, it must
be noted in conclusion that the Socicty had identified
itself, with the co-operative philosophy especially in
respect of its adherence to the re in or primary principle
of Co-operation.

The Society and its potential scope of activities.

1t cannot be denied that the Society as a co-
ooperative endeavour has achieved =some measure of sucess
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couble eropring which started in 1965 the ggigivgt§ggvcr
ire and tapioca was restricted te only the morket
~dons surrounding the Sekinchan local Council area. (3ee
iazram 1). Though this has rrostly reduced the total

ul of these two crops fron the wes the amount morketable
- is, the amount in excess of local consumstion or
setable surplus) is still auite sobatantial,

Bulk of the frrmer's produce ara marketed outside
ti uekinchan area. This function is uncertaken by
orikeet middlemen who purchase the farmers'! nroducz dirset
~vn the farms, These purchasers then either sell the
winee to the wholesalers in funla Luspur or flars or
- as purchasine arents on the vholenalers hehalt
‘oby receivins commission for every consirsnnent,

From thisz, it iz clear thsat if the Socicty decides
interfere with the precent marketine sct-up anc =t
sarie time takine the ecconomic dnterests of its members
nor=-membera if necessary) into consideration it
b able to market the produce it hancles direct to
“reas where there is a market for them. It will
‘nnomically unsound for the Lociety to simply collect
frrmers produce an¢ sell it of locally to the
cliasine apents or other market functionaries. FYor,
i1e this collective marketing may brine to the voci.ty
Lircer barpaining power (which individual farmers will
t be able to achieve) the Socicty would in fact be
~tine an sdditional market functiorary in the marketirr
in, ghﬁreby increasins; further mnrketinr costeas Aand
couently either increasiny the orice to the censumers
the risk of a depressing or decreasin< demand) or

H ' -
“rnressine the prices at the farmer's level,

In sending the produce direct to its marketse
Ypeicty in faced with two alternatives, that is to set
its own marketing arency in the markets or consien its
fmce direct to the wholesale or retail d¢§§?ibu§ors
in each respective market. The first alternztive which




means integrating all the marketing ser \ ‘
involves hirh capital and overheadwcostgiggg 22:i2251y

be recommended provided the quantity handled by the Society
ismsufficiently laree enoush o off set such hieh fixed )
and overhead costs. It further entails the problem of
market research and training -« in order to arrive at so-e
competitive level of ecfficiency. Beinr a rgw venture

the dociety will find some difficulty in ?a;ﬁing market ~
demand and formulatins its marketins ccheme; for example .
whether to practice orice discrimination in diffarent 'l
markets (in order to take advantore of differins relative
demand in the different areas) or sell at low price in
order to boost up sales and othsra., These are problems
which the p-esent manarement is not likely to bhe able to
solve. In the first place, the amount marketable is not
sufficientlv larre, Further the exnerience and capability
demanded of them will prove beyord what the manasement

car offer. However this alternative has the a2dvantare of
reducine preatlv the lenpth of the marketine chain thereby
drastically cutting down marketin~ costs,

The other alternative will he to consirn the
products direct tc the distributors in the wholesale
market or retail market. This will mean that co-opcratives
will be denendent on the distributors for marketinz its
product. However since the Jociety operates on a non-
nrofit motive, services at cost is possible - hence
marketine the products at minimum costs. The problem
arisins out of this dependercy on the distributors hovever
is serious. DUistributors could depress prices by refuczing
to accepnt conaignments on false excuses. itius the
Society must ensure that its products are consirfned to
a number of distributors such that there will develop a
aufficient element of compctition in the wholesale market.

The basic problem to be faced by the Society
however are problems of trangportztion, financc ana
efficiency in manarement., It has been noted in chanter
four that depsordence on privately owned commerciai lorry
transports can prove to be a problem at times. Difliculty
may be experierced in obtainine lorry transport or
drivers may have to be bribed in order to undertake any
consisrment of products. Hence it way prove advantares
to the jociecty to own its own lorry transport. Houwsver
jt must be remembered that these are Reavy capital
jnvestments for such a Society. Thus, the cost incurred
must be valued carefully agairst the disadvantages on
benefits that may accrue to the Society. feturns-on
canital investments must be sufficiently hich.

Finance is a basic problem in all marketing
enternrises. Hence new ventures imust prove to be economically
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Hovever these are Literally heyond the
comprehersion o1 the simple farmers, whose ipnorance
and lack of ecducection had Zorréd the very basis for such
apnthy,  Shere exists thus s , ot vicious ¢lrcle
T fovtunately car he bhroken, This iz through education
defirec objectives end methods of implementation,

-
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¥irstly, co-operative education should aim

s aware of Lheir seccial znd eccromic

Y and the value of co-oncrative n~etion ih brivzing

shoue an lmprovesent of these corditiors., Secondly 3t b

et serve tn creste an enlizhtened menbershin which

wouLd =ive sustaiped loyalty and support to that Soclety

LW 1d bhe zhle to take intelligent cecisions on
igsues t fmrduse on that daily lives. NMembers may

alao Be helped to pursue their voeatisrs more efficiertly
snd vocational education, for examnle in improved aericultural
technicues to farmers and in home economics to farmer's
wives should be given., Thirdly the objective should also
be =nzure a steady supply of leaders to the co-~operative
societv, The Socicty as is presently the situation must
ator depepdine on a few men, elected mainly by virtue of
thit wealth, political conviction and status position in
+he eommunity and not by their knowledge of co-operative
wotlera ard abiiity to lead. Fourthly, the co-operative
suterprise must maintain a contiruous sense of dyramism

-0 7 to achieve hipher levels of efficiency. A lively

i ecunsion apd debate on structure, develorment trends
nenblems should be carried on in co-operative periodicals
- =letter which can be brousht out by the Socioty.

willv Lhie Society after it attains a certain stare of
yeloomert cannot confine its educational activities

“ovn ranks. 1t operates within an existing soclo-

:¢ framevork and if its is to counteract the opposition

ivate intorest srouns it must constantly enlarre the

oif synpathivers. The Socisty should therefore

ret its achievements, aspirations and its icdenlogry
corpunity in order to attruct their attention and
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1t must be emphasised here that membership

Thn ie the most fundamental and also the most difficult.
writeris opinion, given an enlightendd membership,

- lendership would emerge and the direction of the

{ipe the Socicty should follow would be on sound

Tn this respect, the Socisty itself should assume



the cducntioral tasis since mevher cducstion rast ecsertially
he local. In the past the ! v has heen ~ererally
%?{f}(‘?é’th’fr‘tl-'l in bLnis dlrsoet H oA ’Y_f;;"}}vst:!? due to it
18CK70i avarcness of th portaree of co=onerative aducation
and partly for want ¢ aree from the tor {that is

the covernvent). Hovevar sinse co-operative educrtion is

a technical task, the Jociety would need to emplny a
technically cualifisd staff. In this conncetion the Division
of Co-operative Levelopmeut, Einistry of Aericulture and

: iéo-—opm?ff«t‘ti‘\!f?;z»; or the Miniatry of Natdionsl and Durel
bDavalopment may be ?f groat help, by sendine traired
personnel to supervise and puide such an undertaking,

Finance for eo=oparative education will be
another mo jor problem. while this nced mey be solved by
ereating an 'education fund', from appropriations based
or. covin fix percenta~e ol net profits every year, it is
likely that this may prove in sufficient, In this
respect, 1t is most likely that the Sociecty will have
to convert its allocation for welfare funds and interasts
on loans into the education fund, Contributions from
members too may prove beneficial - for while it may only
be limited in potential it wnuld serve to increase their
sanse of participestion and responsibility towards the
Societv and for member education programme.

@erat ions

With regards to operations, the problem faced
by the society can be defined pertly as one of ineffective
marketing scheme. Farmers receive prices which are way
below the guasranteed minimum price paid at mil}) door. This
is attributable to the excessive system for decucting
moisture or gxtraneous contert and grade of padi, and also
to the Soclety's irnabllity of keeping costs to the minimum.
Since prices are 'low' and the margin needed for undertaking
the marketing service is high, competitio:: from unlicensed
arents in the area’ thus assumed serious prnportions, as

is evidenced by the loss incurred by the Society in 1663,
Operating on smsller overheads, these agents could offer
better prices to the farmers., Hence in this context the
cuestion arises as to whether the Society can justify jts
monopolististic position in the provision of marketing
services to farmers. If private traders could afford te
of fer better prices to the farmers, as th:y had evidently
demonstrated in 1963, there is no reason why they should
not be given the liberty (on licences) tc undergake the
purchasing and marketing of farmers produce. If this

is done then the Society can (provided it minimises its
costa) assume the role of a counter-vailing power which

it alone can assume consistently and withcut ulterior

®




notive, srtant economic

herafit EYCA .
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ks had been noted in chapter five, th2 financial
position of tha Loone Aik Coeororative Hice Iill Society
is fairly sound, with a large nroportion =f liquid anacts
ard a favourable current ratio. The only criticism
that can he loveled azainst the Jocioty with resards to
finarcial matters is the Society's rractice of keenine
larpe amourts of cash in hand. Though this is not really
a nroblem by itself, however, one canrot at the same “
time disrecard it., The geriousnoss of such practice needs
no emnnhasls,

Conciusion

Considerins the present level of development
in the rural areas it has come to be accepted that a Co-
cper~tive Socicty must assume a much more comprehensive
role in the economic betterment of the rursl porulation.
It has come to be accepted too, in this country that a
Co~-operative Society will have to touch all aspects of
life of the poor farmer in order to break the sovereienty
of money-lender-trader, This ig the recle riven to it
by the government as part of its economic development nlan,
Hence it would not be just to measure its achievements
only ir financial terms. The impect which its activities
can have cn the social structure ir the villare mu«st alse
be taken into consideration,

Consldering thz above, the government naturally
plays quite an important roles in Uo-ovoretive affairs. Like
democracy, co-operatives have a hich positive value.

Politically therefore the governuent suprart such an association,
Further i1lliteracy, lack of lcadership and inadequate funds
necessitate active government particirvation. “e have

noted this in our study of the Loong Ailk Co-oporetive llice
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