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|. Introduction of explicit legislation, cooperatives are generally covered by
the basic human rights guaranteed under national
1. In its resolution 51/58 of 12 Decemb@&g96. the Constitutions and arenderstood to form part of cooperative

General Assembly encouraged Governments to keep the |e\§ac{p_es. Such rights include: freedom_ of association, protegtion
and administrative provisions governing the activities ¢ Private property, freedom to exercise any lawful profession,
cooperatives under review with a view to ensuring fgleeQOm to form cloallyons, the human right to development,
supportive environment for cooperatives, so that they cR@SiC democratic rights and free access to the courts.
make an appropriate contribution to the attainment of tifg°0Perative principles such as voluntary membership,
goals of national development, including that of meeting tHf#mocratic management and control, autonomy in goal-setting

basic human needs of all. and decision-making are expressions of these basic human
. rights. The climate for cooperative development is favourable
2. Inthe same resolution, the General Assembly requestgflere basic human rights are guaranteed.

the Secretary-General to submit to the General Assembly at ] o ]

its fifty-fourth session, through the Commission for Socid}- Nat.lona! constitutions  can stipulate th.e rgle of
Development, a report containinigter alia, information on cooperatives in society and in national economies (in local
legislative and administrative initiatives taken by countrie§overnment, in land reform, etc.). Many Governments
The Secretary-General was also requested to ascertainCgRSIder cooperatives to be a particular type of business
cooperation with the Committee for the Promotion anarganlz_a_tlon or corp_oraﬂon Qperatlng in the market, sub_Ject
Advancement of Cooperativés, the desirability and feitisib to specific cooperative laws in the_ form of one law covering
of elaborating United Nations guidelines aimed at creatirj! tyPes and forms of cooperatives or separate laws for
a supportive environment for the development of cooperativeferent types and branches of cooperatives. Provisions

and to include the findings and recommendations in that sa$@verning cooperative societies can toeirid in specific
report. chapters of more general codifications (such as the civil code,

, ) the commercial code, the labour code, the rural code); in
3. In response to the Secretary-General's questlonnaérﬁeciw provisions governing the application of general

to Governments, replies from 38 governmental agenciespyanization law to cooperatives (such as the Industrial and
35 countries were received as at the end of Nove968? Provident Societies Act in the United Kingdom): in
The Secretary-General's questionnaire was also transmit{ﬁﬂnpetition law (the Capper-Volstead Act in the United
to national cooperative organizations, 56 of which repfiedgates of America); o in taxation law. A number of countries
In preparing the present report, the Secretary-General thyfs ot have any special cooperative legislation and
had available information from 94 governmental agencies aEGOperatives are subject to general laws such as tax law,
national cooperative organizations in 65 countries. competition law, labour law and land law governing all
4. Inpursuance of the General Assembly’s request in igisiness organizations. The cooperators choose the
resolution 51/58 to collaborate with the Committee for thappropriate legal form for their cooperative society and make
Promotion and Advancement of Cooperatives, the Secretaby-laws according to their needs and on the basis of their
General availed himself of the advantages offered by Unitgdactical experience and internationally recognized
Nations membership on the Committee to benefit from (a) tlt@operative principles.

database maintained by the Committee and its constituent

members, and (b) the discussions at the Committee’s fiftyas oyt only main principles, it is supplemented by detailed
sixth meeting, in November 1996, its fifty-eighth meeting, ipje5 and regulations, sometimes referred to as decrees of

October 1998, and at its consultative meeting of COOperati&ﬁplication or implementation. Other forms of subsidiary

experts on the subject of the elaboration of United Natiorl‘égislation are provided through orders issued by the

guidelines aimed at cooperative development in May 199¢,mpetent ministry. Such rules, regulations, decrees, orders

and instructions are supposed to be in conformity with the
laws on which they are based. However, this is not always the
case: at times, they may even change the priorities or the
objectives of the law, or shift its emphasis, for example, from
5. Legislation and other rules and regulations governingera to restrictive regulations; they may in some instances
cooperative societies can beouhd in international pecome so numerous and cumbersome as to create an

conventions and standards, in national constitutions and laWgmosphere of uncertainty and even to immobilize true
in subsidiary legislation and in by-laws. Even in the absence

In some countries, where cooperative law is general and

Il. Legislation governing cooperatives
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cooperative actities while, at the same time, often]||]|. Legislative and administrative

encouraging illegal practices. initiatives taken in Western Europe,
8.  Cooperative by-Ia_ws are usually written by the founding North America and Japan

members at a cooperative; later they may be amended by the
members according to procedures laid down in law or in the, - .
by-laws of the cooperative itself. As many cooperators are not Legal and administrative framework for
conversant with the techniques of drafting legal texts and do cooperatives

not have detailed knowledge of the law, itis common practice

for them to rely on model by-laws as guidelines. Such model . |n western Europe, North America and Japan, the
by-laws are either prepared by the national registeriRgoperative movement started out with grass-roots
authority (e.g. the Registrar of Friendly Societies in thgrganizations in the middle of the nineteenth century. Since
United Kingdom or the United States Department ahen, cooperatives have become a major economic force, with
Agriculture) or by cooperative apex organizations as a servigg: cooperative sector well represented in banking, modern
to new affiliates. industrial and service companies, in agriculture and in small
. Cooperative law-making may be the prerogative &nd medium-sized craft enterprises. In these countries,
Governments, of provinces (e.g. Canada) or of autonomot@operatives form an important part of the economy,
regions (e.g. Italy, Spain). In federal States (e.g. the Unité@mmanding, in some sub-sectors, considerable market
States of America, Nigeria) the division of legislative powershares (e.g. in grain marketing, milk processing and dairy
between the federation and its constituent members is ratRépducts). They have proved that they can be cditipe in
difficult; as a rule, cooperative legislation is a state mattet market economy.

but there are cases where laws governing cooperatives At the time of the creation of the first cooperatives, no
(particularly those which operate in several states) agpecial legal framework existed and their operations were
regulated at the federal level. restricted in many ways. The first cooperative act in the
10. The attitude of the State towards cooperatives varid@'mer German Empire was enacted on 1 May 1889, ending
dependinginter alia, on the economic system, governmenfhe insecurity surrounding the legal status of cooperatives.
resources, the level of development of the country and thée act laid down the basic principles and tasks of
degree of maturity of the cooperative movement. Son§@operatives, i.e. the promotion of gainful economic dtigs
Governments view cooperatives as valuable and desiraBleits membership through joint business operations. With
structures, worth promoting and supporting as contributo@§ly a few amendments and clarifications, the Act on
to the achievement of governmental objectives and polici€sooperatives of 1889 idil in force today as a federal law
Others view cooperatives as just one form of econom@d, as the most important piece of legislation concerning
organization, among others, which work on equal terms wiffpoperatives, is a symbol of the farsightedness of the founding
commercial firms and public enterprises without privilegefthers of the first German cooperatives and the universal
or undue restrictions. Elsewherdtitudes may be negative, validity of cooperative principles.

for example when the State sees cooperatives as autonomags, |n Western Europe, North America and Japan,

self-help organizations, possibly linked to the internationghoperatives were set up solely through private initiative and
cooperative movement, pursuing their own objectives aRgbre, and still are, completely independent of government,
policies and working according to their own rules, perhagsased on the principle of self-administration. They operative
contrary to the perceived interests of the State. as private sector companies in a market system, just like other
companies. Membership is voluntary. In Germany, for
example, the only governmental control over national
cooperatives is that each must, by law, be a member of a
registered audit association. The State has granted these
associations the right to audit and to examine the commercial
position of the cooperatives to ensure that they have
conducted their affairs properly. As normal commercial
companies, cooperatives in Germany compete with other
commercial companies. For this reason, there are usually no
special economic or tax arrangements made for them. The
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only reported exception to this rule is that agricultural and  Affairs, supports and empowers cooperatives and provides
forestry-based commercial and marketing cooperatives are incentives for the formation of new cooperatives

exempted from corporation and trade taxes if they conduct organizations and the training of cooperative leaders. The law
business exclusively with their own members. The State does of 199@dirded new regulations with favourable tax

not in principle provide any specific financial assistance to treatment for cooperatives given their social importance and

cooperatives. functions. The cooperative societies in Cyprus are registered

14. InFrance, the statutes of different categories (sector?aﬂd operate according to the Cooperative Societi.es Law and
statutes) of cooperative production societies, banks, cre@i\”?s‘ They are aujtonomo.us. and are supervised by .the
unions, consumer and agricultural cooperatives, etc. wegggistrar of Cooperative Societies, H?Qd ofthe Cooperative
elaborated during the period from 1880 to 1920. Thedevelopment Department at the. Ministry of (?ommerce,
sectorial laws defined the goals, membership and Sorl[%iustrydand Todu_rlssm. F:oofpera;]tlvecz:s are agdltesd k?y _the
principles of French cooperative societies. The law adopt&fj_epen ent Au It Service for the Cooperative Societies.
in 1947 provided, for the first time, a general definition anyWing to.the recogmtpq (,)f the social importance and role of
brought together main principles and general rules of differefpoperatives, their activities are exempted from tax payments

types of cooperatives. At present, the activities of Fren@{1d various other fees.

cooperatives are regulated by general laws. From their origin, 17. The Constitution of Portugal recognizes the status of

French cooperatives were legal entities of private law of a the cooperative sector as equal to that of the public and

civil or commercial nature. private sectors. The special character of cooperatives is

15. In the majority of European countries, there is arlx?cognize_d for regulatory and administratiye purposes by the
gooperatlve Code and supplementary legislation and the Tax

extensive legal framework at the national level providin ) X ) )
cooperatives with regulations within civil and administrativetatute of Cooperatives. In Finland, the first Cooperative

law. In the Netherlands, cooperatives are governed by tR@Ci€ties Act, passed in 1901, ognized the particular
provisions of the Dutch civil code, which reflects their specidi"aracter of cooperatives for regulatory and administrative
character. In Italy, cooperatives are governed by various laR"PoSes. It has since been amended, in 1954 and 1989. In
that define their specific character. These specifics apveden, the general legislation governing cooperatives is the
recognized by the constitution (the social role of cooperatiorfycoNoMic Association Act af987. In addion, cooperative

and the national and regional laws on cooperatives of 194721KS are governed by the Members Bank Act®95 and
1971,1977 and 1985. In Iceland, the legal framework fop@Using cooperatives by the Housing Cooperatives Act of

cooperatives is provided by the Act on Cooperative Societie ?91- The _first langoverning quplleratiV_es in_ Malta Wa'sh
however, tax provisions for cooperatives do not differ jifitroduced in 1946 and was radically revised in 1978, wit

substance from those for limited companies. In Greece, tfin0" amendments ensuing. Unlike most other European
law of 1986 governs cooperative activities at the loca

jcountries, there is no general legislation governing

regional and national levels. Greek cooperatives operd@0Peratives in Belgium, Denmark and Norway. In Norway,
independent of State intervention and enjoy some t§Qoperatives are governed by separate laws such as the House

exemptions. The Ministry of National Economy is thé%iuildings Association Act and the Insurance Operations Act,

competent authority for assisting cooperatives in the urbgﬁth enacted in 1960. In Belgium, cooperatives are governed

sector such as the consumer, tourist, credit, transport, medit&}ﬂaws fo_r qommerual firms and_there is nothing W'th'n_ the
insurance, producer, pharmaceutical and other fields. T that distinguishes a cooperative from a regular business.

Ministry of Agriculture is the competent authority forThe law which governs cooperatives in Turkey was passed

agricultural cooperatives. in 1969 and has since been amended. Traditionally, the legal

and administrative framework that governs the activities of

16. Inthe United Kingdom, the Government has providegl,rkish cooperatives has been similar to that of other
a solid legislative framework for cooperatives since 189%yrgpean nations.

The main legislation currently in force is the Industrial and
Provident Societies Act of 1965, which has various pieces ) :
supporting legislation, the last of which dates from 197§_ubject to state rather than federal laws. State laws are written

Spanish cooperatives are governed by the constitution'beroad’_ genergl terms and mechanisms for conducting
1978 and the general law df987, which stipulated the cooperative affairs are not usually mandated by law. The

division of the regulation of their activities between théner_nbers are free to decide how they will OPerate their
central, regional and local governments. The centrQPS'ness' so long as regulatory statutes are not violated. These

Government, through the Ministry of Labour and SOCiAPWS recognize the specific character of cooperatives by (a)

In the United States of America, cooperatives are
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sanctioning democratic control of the organization on a one- applied to cooperative credit institutions (cooperative banks),
member, one-vote basis; (b) limiting returns that can be paid inorder to support them in playing a greater role in regional
on invested capital; and (c) authorizing the return of earnings development and in financing small and medium-sized
to members based on patronage, not investment. There are enterprises. In Germany, the amendments made were not
several national (federal) regulatory laws that support related tothe cooperative sector itself, but were the result of
cooperative activity by (d) providing members with a limited changes in other areas of law. In 1990, amendments were
exemption from anti-trust law to agree on prices and other made in the context of implementing the directive of the
terms of trade when marketing farm products on a cooperative European Uniagcomnting in the banking sector in

basis (the Capper-Volstead Act); (e) taxing earnings of German law. The act of 1993 (a) adopted and clarified certain
cooperatives only once, usually at the member level (Internal  rules to improve and streamline the registration procedure of
Revenue Code), thus acknowledging that cooperatives are not  cooperative members and (b) partially altered a provision on
operated for their own profit, but rather to act as agents for the meeting of cooperative representatives. The act of 1994
their members; (f) minimizing the number of cooperatives broadened the scope for cooperatives to adapt to changing
that must register their financial reports with the Government market and competitive conditions. Cooperatives were given
(federal securities laws), thus recognizing the close thelegalrightto reorganize themselves in any other corporate
relationship between the cooperative and its member-users. form, to merge with other companies, to hive off parts of a
National institutions assisting persons interested in organizing cooperative or to split up an entire organization and to
and operating cooperatives include the United States transfer its activities to existing or newly established
Department of Agriculture’s Cooperative Services Group, its companies. The introduction of the euro currency on 1
Rural Utility Service, the Farm Credit System and the Janua®P9 recessitated alterations to the Act on
National Cooperative Bank. Cooperatives. In France, the law of 1992 on modernization
Hjcooperative enterprises included numerous measures (of

19. In Japan, the legal and administrative framework : ) .
tional character) intended to reinforce cooperative funds,

governing the activities of cooperatives is set up accordii o .
to different sectors (agriculture, consumer, etc.) and ded Spreventdn’flcultles and to createviaurable conditions for

with labour unions and consumer cooperatives. Labour uniopoperative developm_ent. In_ q§1pan, some deregulapon
are protected by the Labour Union Law of 1949.They haJgeasures on cooperative activities have been taken since
the rights of a corporation and a special tax system is appliéago |_n the wakg ofthe administrative and financial reforms,
to them. Activities of consumer cooperatives gmverned by including the review of the role of the Government. Consumer

the Consumers’ Livelihood Cooperative Society Lavi 848, cooperatives are no longer allowed to serve non-members,
but the notice issued by the Ministry of Health and Welfare

which is regulated by the Ministry of Health and Welfare; 993 all H & in Kinds of )
Consumer cooperatives operating in only one prefecture é?el allows t em to offer certain kinds o care services to
n-members. This year the range of services for non-

R;ignlijsltartd by prefectural governments, the others by tﬁ%gembers has been expanded, including domicile cares.
21. In the second group are countries in which some
o ] significant changes have been introduced within the last
B. Initiatives taken in the 1990s decade affecting the status, legal and administrative
framework that governed the activities of cooperatives. In
20. According to the information received by the Secretarfortugal, the new Cooperative Code (1997), the new legal
General on legislative and administrative initiatives takesystems for funds of agricultural credit cooperative845)
within the last decade, itis possible to define three groups aid for cooperatives of social solidarity (1998) were adopted
countries. In the first group are thoseumntries which to create or to modernize a legal situation more favourable
reported that no substantial or significant changes hé&sicooperative activities. In Iceland, the legal framework for
recently taken place which would have affected cooperatigeoperatives (Act on Cooperative Societies of 1991) was
development. For example, while various administrativemended in 1997. The new law is more extensive and has
rulings have modified the legal status of cooperatives fromany provisions similar to those embodied in the acts on
time to time, most of the laws in the United States concernimqgblic limited companies. The main changes involved more
cooperatives were enacted in the 1930s and have remaineticulate provisions on cooperative societies similar to the
basically unchanged. Cooperative legislation has not belegislation on limited companies. For example, cooperatives
substantially amended recently in Germany or Greece. Which experience financial difficulties or need more capital
Greece, recent slight alterations in cooperative law haf@ other reasons got an opportunity to increase their capital



A/54/57

by issuing shares similar to those issued by limited 24. Inthe third group are countries where amendments to
companies. Such shares did not, however, carry voting rights.  the national legal and administrative framework that governs
The most recent changes in Dutch cooperative legislation date theitiestiof cooperatives are still in the process of

from 1989 and include an adaptation of the difim of elaboration. In Finland, the law on cooperatives is being
cooperatives and the introduction of specific rules for certain  thoroughly reformed with a view to updating it, particularly
large cooperatives. At the same time, the rules for the provisions concerning the financial activities of
cooperatives were collected under a separate heading, cooperatives. The reform proocesisspported by the
“cooperatives and mutual assurance associations”, to cooperatives whose aim is that they should have the same
strengthen the position of cooperatives as separate legal freedom to generate as the private sector. The process is to
entities together with non-profit organizations and limited be finishet89. Austrian cooperatives hauadergone
companies. an extensive reform process to meet the challenges of the

22. Theimportant changes in Italian legislation include tthobal economy. !n this contegt,' therg are initiatives to
law of 1991, which governs the activities of social!MProve the efficiency of administrative procedures, to

cooperatives operating in the area of (a) public health afi€liorate the dissemination of information to members as
education services and (b) social rehabilitation J¥E!l as creditors, to facilitate the participation in the

disadvantaged persons (disabled, former convicts and difffPerative sector and to reinforce the legal position of the
addicts, etc.). The law of 1992 represented a comprehensifPPeratives. Aiming at strengthening the operation and
reform, introducing many basic changes into cooperati\yé'smg productivity of Greek agricultural cooperatives as

legislation. The most important of these was the possibili dependent, autonomous and self-aglmmst_ered enterprises,
of having outside financial partners, a change that has hel ew law has been drafted based on international cooperative

to solve the problem of insufficient capital usually affectin@"NCiPIes. The process of revising cooperative legislation is
cooperatives. The most recent lawl§97 provided a special >tll 90ing onin Portugal and Cyprus. The Ministry of Health
definition of “the small cooperative” and simplified and Welfare of Japan has set up a working group to consider

administrative procedures facilitating the creation dhe roles of consumer cooperatives in the twenty-first century.
ooperatives in those countries (e.g. United Kingdom), that

cooperatives and their participation in competitive biddin . X .
ve experienced only minor regulatory amendments since

for public contracts. The numerous laws on cooperati h dthe h h o legislati h
development adopted in Spain since 1990 have been ain]ré’tfo’ ave expressed the hope that major legislative changes

at ensuring the autonomy and self-regulation of cooperativ\ﬁ'_u, jooq be mt(rjoducked.hProposIed.Iegls]latlon 1S ex.pected to
and at providing them with more flexibility in accommodatind"0@€rnize and make the regulation of cooperatives more

the requirements of the modern, very competitive market aRggctical, while emphasizing that cooperatives are different

with a proper legal base corresponding to that of tHEOM Other business enterprises.

European Union; helping the cooperatives create more 25. Germany, given its unique situation since reunification,

working places; making a cooperative formula more popular took special steps to revise the legal status of the cooperative
among the disadvantaged groups in the population and sectors which were formerly closely integrated within state

promoting associations of cooperatives. and parastatal organizational structures. Following

23 InMarch of 1997. the Canadian Governmentdtrced reunification, the Act on Cooperatives of the Federal Republic

a new Cooperative Associations Act to modernize the existir?é Germany also applied to the cooperatives located in the

legislation and to place cooperatives in a better position E%rmer German Democratic Republic. However, additional

respond to challenges facing rural communities. This nelyovisions were needed to regulate the transition of the former

legislation ensures that cooperative principles continue to 5%?'a|'3t coope_ranv_es into the r_narket s_ystem and to_create a
maintained and is expected to be enacted in the fall of 19gg1|form legal situation, the basis for which was provided by

Changes were made to modernize the previous Iegislationtl&? Un_ification Tre:_:tty._ In addition, the_Ort_jinance on the
adopt many of the principles governing Canadia stablishment, Activities and Reorganization of the Craft

corporations and to reflect the changing econom,(D:roduction Cooperatives and the Agricultural Adjustment

environment, including the important role equity capital playé‘:t' pertaining to the reorganization, dissolution and closure

in the market place. Changes will allow cooperatives accegfscooperatlves and to the property rights of their members,

to alternative means of financing, including raising capiteﬂow govern the activities of cooperatives throughout
from non-members while maintaining cooperative principle@ermany'
such as democratic control by members.
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V. Legislative and administrative surviving. It is noted that in some countries the heads of
initiatives taken in countries cooperatives or of cooperative unions at different levels
. " would not like to lose their close links to the local or national
In transition governments.

. . . 28. At the beginning of their transition to free market
26. In the former socialist countries, the legislative and . - . :
- ) : .economies, the former socialistentries faced the immense
administrative framework that governed the enterprises whic : . )
. challenge of elaborating a totally new legal and administrative
were called cooperatives had the appearance of bel e : .

. . S ramework for almost all aspects of life, including cooperative
democratic. Thus, according to the legislation, membership i
- ) : .arrangements. The lack of corresponding knowledge and
in “cooperatives” was considered to be voluntary but in > L : :

) o . ion &¥perience, the lack of specialists, particularly in the sphere
reality people were compelled to join. The administration 0 . ) )
OJ law and economics, was more than obvious. Thus, the first

socialist cooperatives was in effect subject to detailq X : ;
. ) Lo P . legal regulations for the new generation of cooperatives,
compliance with State directives. Because “genuine

cooperatives were considered as a derivative of marl?‘eqomed in these countries at the beginning ofit80s, soon

relations, the socialist State sought to make the “socialis'?’eeOIEOI revision, amendment, clarification and, for specific

. . types of cooperatives, additional laws. For example, the Law
cooperative a tool of the centrally planned economic systet ; ' L L !
P yp ysten Enterprises, adopted in Lithuania in 1990, included a

oriented to meet the needs of the State or the general pubﬂc . . . i
rather than for the interests of the members of the cooperati\r/)(ra(.bvls'0.n which permﬂtgd cooperatives to operaeler th'?
Thus, the by-laws of cooperatives were not made by tfh gulayon of a special Iaw. .The Law on Cooperation,
members but provided by the State. Socialist cooperativreeg.m".’ltlng the Iegal.status, act|V|.t|es, estabhshmer_n and other
were given the honourable historic role of transforminQTS;SL\J;itshrggar?éﬁecﬁgp;gztggse’rxﬁeﬁzp}f\?vg‘slriazrigg’
private ownership, through cooperative ownership, intﬁ}]e Law,on Coopp ve Societi o At the draft
collective and, eventually, State ownership. . peratl\(e ocieties (cooperat.lves). tthe ra

stage, it had been reviewed by the International Cooperative
27. When centrally planned economies started theifliance and other international experts. Changes to the law
transition to free market economies, people willing tQuere madeinter alia, to ensure the autonomy and to protect
promote and restore genuine cooperative development fo4Rd property of the cooperatives. The law established legal
themselves in a very difficult situation. In addition to having)rovisions for the organization of national cooperatives on
to deal with the problems of economic dislocation and socigde basis of the principles of the international cooperative
upheaval, those trying to promote the rebirth of cooperativesovement; legalization of property and non-property rights
had to battle for a complete change in themamic, political, and relations; and the structure of cooperatives bodies, their
legal and psychological environment. The cooperatofgghts and duties, formation of capital, reorganization,
themselves had to travel a long road of painful changgsstriction of activities, etc. The drafting of the documents
democratization, depoliticization, privatization regulating the Lithuanian cooperative sector was done with
restructuralization, member-orientation, reorientation @he participation of representatives of consumer and
thinking, etc. This turned out to be a difficult and complexgricultural cooperatives.

process causing not only legal and administrative but al 3 A similar situation is reported from Estonia (the

sychological problems. In some countries wher . o
PSY g P . i sociations Act of 1992, Apartment Associations Act and
Governments chose the most rapid transition to a mar . . B
. . e Commercial Code of 1995); Armenia (laws “On
economy, cooperatives were considered to be remnants of the

terprises and Employers’ Activities”, “On the
operatives”, “On the Consumer Cooperatives”); and

orgia (the Georgian Government leader’s order of 1993,

previous, socialist regime. The special character %o
cooperatives was not recognized for regulator&e

administrative or tax purposes and they were treated like a\n law on Consumer Cooperation and the civil code of 1997)
other private enterprise having to survive in a free markF ) . . '
. . . n Slovenia, the Cooperatives Act of 1992, with some
without special tax treatment. In countries where

Governments chose a slower transition to the free markaerpendments in 1993, 1994 and 1996, was aimed at liberating

economy, in an attempt to spare the population the pain%?Operat'Ves from their parastatal functions, restructuring

“shock therapy’, the old system of “kolkhoz” and o,[hercooperatives on the basis of internationally aguized

“collective enterprises” was kept alive through funding anrlnaples as independent economic organizations compatible

privileges provided by the State. Under these conditions, t éth the market economy and settling the restitution of the

new generation of cooperatives has had great difficulties prmer cooperative property. The Cooperative Association

0? Bosnia and Herzegovina had a significant influence on the
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preparation of the new general Law on Cooperatives of 1997
and reported that no longer being an instrument of State
policy was of the greatest importance to the cooperatives. In
the Federal Republic of Yugoslavia, the law on cooperatives
of 1998 regulates the establishment and operation of
cooperatives, grants preferential tax treatment to youth and
students’ cooperatives, defines and ensures the identity of
cooperative property and bans its transformation into other
forms of property. In the Republic of Moldova, there have
been no changes in the legal status of cooperatives since
1990, as reported by the Union of Consumer Societies. The
main changes took place in their economic situation because
of the growing number of competitors. The individual
character of cooperatives is recognized only in some
instances, as in the case of local taxation.

30. The Central Union of Consumer Societies (Centrosojdfg
of the Russian Federation reported that because of the supﬁ

of the President of Russia, the Government and the cent/&
State organs, consumer cooperatives were the or%?
organizations which managed to preserve their structure

32. The National Coopemitiell 6f Hungary reported

that after the transformation of the cooperative system, owing
to the so-called Unified Cooperative Law of 1992, there were
some acts restrictingotienayiof cooperatives, primarily

the agricultural ones, and in particular, their right to dispose
of their properties. For example, the Council considers the
permission provided by the law to individuals or small groups
willing to terminate their membership and to take out their

assets in kind from the cooperatives, corresponding to their

original investments and work, to be discrimination in terms
of cooperatigmgetihment and property relationships and
a deterioration of the Hungarian cooperatives’ method of

adaptation to the market economy. There were some other
attempts by the Government to transform cooperatives,

primarily the agricultural ones of the so-called kolkhoz type,
0 business associations. Representatives of the cooperative
Gtor participated in the codification of the 1992 law, but are
orted to be dissatisfied with the adopted text. The National
operative @uncil envisages that the situation could be
6{r%)eated since the Government initiated enactment of a new

system during the period of transformation to the markgpoperative law in 1996.

economy. The legislative framework for cooperative atgg 33.
has been created within the last five years on the basis of the
civil code and the laws on consumer cooperation (consumer
societies, their unions), on agricultural cooperation and on
production cooperatives. Annually concluded agreements
between the Government and Centrosojuz fix tax and other
privileges. The Central Union of Cooperatives of Azerbaijan
reports that there was only one change in the cooperative
legislation — the law of 1996 signed by the President of the
Republic. The law says that the property of cooperatives
belongs to the members and that the Government must not

The legal framework governing Czech cooperatives is
embodied in the commercial code of 1991 and the law of
1995. The Cooperative Association of the Czech Republic
reported that the new legislation brought both positive and
negative changes. Among the latter, the Association lists the
inclusion of cooperative legislation into the commercial code,

the provided definition of a cooperative society and the

absence of the possibility of associating cooperatives into

organizations of interest-associations. Both the Cooperative
Association and the Association of Agricultural Cooperatives

and Companies in the Czech Republic note that the special

interfere in the activities of the cooperatives. In Slovakia, the
revival of special cooperative laws for the agricultural and receive any tax relief or any other preferential treatment.
other movements such as housing, consumer and producer Despite the most strenuous efforts of the representatives of
cooperatives took place in 1988 and 19901892, the Code the Zech cooperative movement, government bodies

of Commerce, which incorporated the legal regulations on neglected to create suitable economic and other necessary
cooperatives was adopted. conditions to strengthen the influence of cooperatives under

31. InPoland, the law of 1990 provided for the quuidatior'ihe conditions preyailing in a market economy and towards
of all cooperative unions and introduced a statutory ban 6|11|e solution of social and cultural matters.
the association of cooperatives. Other legal regulations wer¥/. Legislative and administrative

introduced which favoured splits Within 'Fhe cooperative initiatives taken in Africa, Asia and
movement. The law brought about the disintegration of the . .
Latin America

cooperative movement and significant material losses
including property, manufacturing plants and real estate. The
1994 Cooperative Law reinstated the right to voluntaryA.
association of cooperative societies into cooperative unions.
The purpose of these changes was to kill discredited old
institutions off and allow new cooperative structures tg4.
emerge.

character of cooperatives isowtired and they do not

Legal and administrative framework for
cooperatives

The original concept of cooperatives took root in the
majority of the countries of Africa, Asia and Latin America
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at the beginning of the twentieth century. Some changes inthe for settling disputes. By-laws provide guidelines for the
legislative and administrative framework governing internal administration of the cooperative, define its
cooperative activities took place when the countries gained objectives, relations between the members, the power of the
their independence and/or started determining their own way management committee, etc. and are amended from time to
of coping with economic, ecological and social, including time to reflect changes.

demographic, problems. In many countries, the Governme%t

preferred to have State-controlled and State—fund%g'
cooperatives as a tool or an extension of pUb"&oo
administration.

The Government of Mauritius reports that the
perative movement in that country is governed by the
perative Societies Act of 1976 which sets the framework
for the registration, management, audit and control, the
35. In Ghana, cooperatives were introduced in 1928 by thettlesgent of disputes by arbitration and the liquidation of
colonial Government, which had a firm conviction that the cooperatives. As guardian of the Cooperative Act, the
grouping of farmers into cooperative organizations would Registrar of Cooperative Societies ensures that the
stabilize agriculture. The first Cooperative Societies cooperative principles are adhered to at all stages of a
Ordinance, enacted in 1931, was modelled on cooperative cooperative’s operations, starting from the very day of
legislation in India, Mauritius and Ceylon (now Sri Lanka) registration. From the introduction of the cooperative
but was soon found to be unsuited to local conditions. The movement in Mauritius, cooperatives were endowed with
subsequent Ordinance of 1937 was repealed in 1968 and some special privileges vis-a-vis other business
replaced by the Cooperative Societies Decree and organizations. They are exempted from: income tax; customs
Regulations. Since then the Decree has defined the legal duty; licence fees; stamp duty; registration dues and
framework for the registration and operations of cooperatives transcription and inscription fees. In addition, the
and the role of the Registrar in the promotion and control of Government allocates a substantial budget for the promotion
cooperative societies. The responsible Ministry reports that and development of the cooperative movement in the country.
the 1968 Decree is &nowledged to be outdated and to Allthese privileges constitute recognition by the State of the
constitute an impediment to the revitalization of the underlying importance that cooperatives attach to self-help
cooperative movement in the country. Among the many and common benefit actions and activities as compared to
reasons noted by the Ministry in support of adopting new sheer profit-motivated enterprises. The Ministry of Interior
cooperative legislation, it cited the following: the present aret&ntralization of Guinea reports that the legislative
Decree is restrictive and control-oriented; it was designed framework of cooperative activities in the country is
primarily for agricultural cooperatives; it emphasizes social coordinated by two laws: (a) the ordinance of 1988, which
rather than business aspects of cooperation; and the role of defines the organization and functioning of pre-cooperatives
the Ghana Cooperative Council and other apex bodies for the and cooperatives, and (b) the code of economic activities. The
cooperative movementis not spelt out. It is foreseen that the administrative framework is being determined by the
new cooperative law will express the underlying intention of  Ministry. Senegalese cooperatives are governed by the law
the Government to exercise certain promotional functions for of 1983, which puts thmher supervision of the
atransitional period only and thereafter, as soon as feasible, Department of Agriculture. In a similar way, the legislative
to hand over them to the cooperative organizations. framework for cooperatives in Morocco is determined by the

36. The Ministry of Cooperative Development of Kenyéaw adopted in 1983 as noted by the Office of Cooperative

reports that the legal framework within which cooperativers,),eve|0prnent of the Ministry of General Affairs of the

operate is set out in the Cooperatives Societies Act of 19égpgdom.

Cooperatives are registered and viewed as business 38. The Government of Syria reports that the national
organizations that ascribe to and uphold the ideals of legislative framework for cooperatives consists of several
cooperative principles. The taxes on each cooperative are laws whereby different types of cooperatives are governed by
assessed separately, depending on the activities and the separate laws. For exantjis,ddttousing cooperatives
turnover for specific periods of time. The Government are regulated by the law of 1956 and the special %84 ,of
provides technical staff, who are well trained in both financial which provide some privileges of tax and fees exemption. The
and administrative areas and who are sent country-wide to consumer cooperatg@gseaned by the law af959. The
supervise the daily activities of the societies. The Cooperative State legislatib®i7df, providing rules for cooperative
Societies Act provides a comprehensive administrative activities in the agricultural sphere, guarantees autonomy, free
machinery, which includes disciplinary measures for election of managerial bodies, exemptions from some taxes
irresponsible committee members and lays down procedures
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and fees, assistance in marketing cooperative products and operate in compliance with the legislation. Cooperatives are
the training of personnel, etc. exempted from having their profits taxed.

39. The Government of Bangladesh reports that the 42. All cooperatives in Singapore are governed by the
cooperative movement there has been in existence for many Cooperative Societies Act, which recognizes the special
decades, having started with agricultural societies and statute of cooperative organizations in the promotion of the
spreading to almost every sector of the national economy. The  welfare of their memberaghitiec of this special status,
cooperative sector has been recognized in the Constitution cooperatives are exempted from paying corporate tax.
as independent. Cooperative societies are guided by the However, they are still expected to pay a taxed portion of any
cooperative acts of 1984, the cooperative rules of 1987 and surplus to the Central Cooperative uhdistvRich

the by-laws of individual societies framed in accordance with  provides financial support in the form of a grant to the
the acts and rules. The Government is applying the acts and Singapore National Cooperative Federation to carry out
rules through the Department of Cooperatives under the projects antiestivat benefit the Singapore cooperative
Ministry of Local Government, Rural Development and movement. The main legal and administrative framework that
Cooperatives. As the Head of the Department, the Registrar governs cooperatives in the Philippines includes the
is responsiblejnter alia, for: the administration of the cooperative code and the regulatory body called the
cooperative acts and rules; cooperative audits and Cooperative Development Authority. While the special
inspections; promotion of occupational cooperatives; character of cooperatives is recognized, cooperatives do not
preparation, implementation and monitoring of development find this recognition effective. Thiti@st¥ credit unions
projects; constitution of managing committees; financial and cooperatives in Hong Kong are governed, respectively,
assistance to cooperative societies; and the distribution of bythe Credit Union Ordinance and the Cooperative Societies
profits. Ordinance. A public officer appointed as the Registrar of

40. The Government of Thailand reports that the legal arS{jredit Unions and Coop.erative Societies is conferreq or
administrative framework governing cooperative activitie"P0S€d by law to register and regulate cooperatives
consists of (a) the Cooperative Act of 1968, which applies @P€rating within the territory. Under the existing legal

all types of cooperatives formally registered at thgamework, credit unions are exempted from paying taxes.
Cooperatives Promotion Department and is currentlyunder 43. The cooperative movement as well as its legislation in
revision, and (b) the rules and regulations on the Latin America has along and diverse history. In Chile there
administration of cooperatives. The latter document is isthe general law on cooperatives of 1978, which is applied
individually formulated for each cooperative on the basis of through the Ministry of Economy, Development and
the draft rules and regulations issued by the Cooperatives Reconstruction. The general law on cooperative societies in
Promotion Department. In Pakistan, prior to 1977, Boliviawas enacte@58 and applied tough the Ministry
cooperative societies were exempted from income tax levies of Labour and Micro-enterprises. The National
and Stamp Act taxation. After 1977, the Government Administrative Department of Cooperatives of Colombia
withdrew these concessions, in order to generate more funds. reports that cooperative development is regulated by the legal
Today, the special character of cooperatives is not recognized framework consisting of provisions of the national
for regulatory, administrative or tax purposes. Constitution, the @88 and a number of special decrees

41. The Government of Fiji reports that, until 1998, th&" cooperatives enacted at the end of the 1980s. On the

legal framework for cooperative operations was provided Wntrary, ) until now, Uf,uguaY hgs no general law on
the rather outdated Cooperative Societies Act, enactedc’lﬂpperat'ves' Cooperlat|ves .fmd It d|ff|c_ul_t and confusing
1947. For example, it did not provide flesily for the being governed according to Q|ﬁerentprQV|§|ons of numerous
accommodation of the operation of new types of cooperativ S decrees anq regulations. In Trinidad and TObaQO*
such as workers’ cooperatives or land purchase cooperati\)%gt.'(_)n"fll cooperat!ves are g.overned by the Cooperative
Following a study by the International Labour Organizatior‘?oc'e“es Act, which recognizes the special character of

it was found necessary to introduce new legislation altogethtg.f’()perat'ves for regulatory, administrative and tax purposes.

Responsibility for the formulation of policies pertaining toCOSta Rica has four main national laws that govern the

cooperatives and the monitoring of their implementation Ii(?sCt'V't'eS_ of cooperatives. At the admmlstratl-ve .Ievel,
with the Department of Cooperatives of the Ministry ofooperatives have the status of autonomous organizations, but
Commerce, Industry, Cooperatives and Public Enterprisé'?":{.e limited by certain legal provisions that authorize the
The Department also provides management advice aygtional Institute for Cooperative Development to oversee
consultancy services to cooperatives and ensures that tﬁQQ control their activities. They are algoverned by special

10
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regulations for specific economic activities and, in some 46. In Mauritius, the Cooperative Societies Act was
cases, have special tax-exempt or tax-reduction status on amended in 1992 and 1995 to make it more responsive to the
income and assets. requirements of the day, especially in the financial sphere.
The changes were prompted by the deterioration of the
o ] financial situation and the management of cooperatives over
B. Initiatives taken in the 1990s some years. The Registrar of Cooperative Societies was
empowered with closer and stricter control over the activities
44. As aresult of globalization, countries in Africa, Asiabf the Credit Union, notwithstanding the provisions of the
and Latin America have had to confront various forceBanking Act. In Guinea, on the basis of the Ordinance of
retrenchments, structural adjustment programmes oversd@@88, the Ministry of the Interior andézentralization created
by the World Bank, a process of democratization and the netpe National Service of Technical Assistance to Cooperatives
for modernization of production and investments in rural artd improve their technical and professional performance. A
urban areas. In addition, rapid changes in Eastern and Centralv cooperative law was adopted in Decemt687 in
Europe and in the former Soviet Union have shaken the bel@firkina Faso.

in a centrally planned and party-controlied economy. Man In Uganda, the main legal and administrative framework

Governments have reconsidered their regulatory rOIt(T‘fat governs cooperatives was adopted in 1991 and 1992.

deregulation and decentralization, privatization of StagnCe 1990, the State has been implementing a framework of

enterprlsesi F:uts||n govetrnment spenfc;llr)g aRd re_smtcnonssqpuctural adjustment and liberalization policy. The once tight
government involvement in @0mic atiairs. A mainstréam 4 inisirative control has crumbled and, as a result, the

policy of the State withdrawal from supervising cooperatlvecsOoperatives have been deprived of all forms of support and

has brought about various changes in the legislative aggpervision. Cooperatives have become, de facto, autonomous

administrative framework governing cooperatives in thgnd deprived of human and financial resources. In Senegal

1990s. The changes were mainly to ensure the aUtonomya%%:ording to one cooperative, while the movement got its

yvell as the eff|C|enc_y of coopera_tlves,_ to_ mcorporgtg t.hl dependence, it was not provided with any means of survival.
internationally recognized cooperative principles, to diminis s a result, the marginalization of the cooperatives
the _r(_)Ie of the SFate, to_ _simp_lify and clarify existing ontributed io a situation of very disparate and non-
Féov'g ggi’ t}% fxr?sx'tf ac(iar:mcl)?trca;g/eep;;?i(\:/ Ziu:sé t?Oprrg\a'l'kg?nctioning structures. Today, cooperatives that survived this
gu . ypes pe [%eriod have demonstrated a keen ability to adapt to evolving
cooperatives self-sustaining, self-reliant, self-managed aclqanges They are in the process of consolidating
commercially viable for faster development. strengthening themselves and facing an economic, financial,
45. InKenya, the new Cooperative Societies Act of 199¢égislative and fiscal environment very different from the
has removed all ambiguities and legal flaws by separating ttraditional one.
functions and roles of the Government and the cooperatixg

t It h | tablished the D ¢ t of 1 In Jordan, the cooperative law of 1997 instigated a
movement. as aiso estaplished the Lepartment o estructuring process in the national cooperative movement
Registrar to handle daily administrative matters @

. L L d organizations which made them autonomous from the
cooperative societies in a regulatory and facilitative way arg?

has institutionalized the D ; tofthe C ission f ate and allowed them to operate as private enterprises.
as institutionalized the Department ot the L.ommission ooperatives are not taxed for any services provided to their
Cooperative Development. The Ministry of Agriculture an

c i T . ts that mod ¢ embers. Changes in the Cooperative Law of Bahrain of
| ogple:_a lves of tanz?r:rl]a rgpor S té m: terr; ig%ﬁera_t'ﬁn concerned diversification of new types of cooperatives
cgisiation consists of the L.ooperative ACt 0 Wi !f'o be licensed and the rectification of those that work badly.

amendments of 1997. The administration of the Act I8, donesian cooperatives are recognized as business

p_row_ded at the nat|ongl I<_eve| by the Reglstrar and at tr29‘?1terprises by the law of 1992 and are subject to taxation by
district level by the District Cooperative Inspector. Th

%he law of 1994, before which time they were tax exempt.

special character of cooperatives is understood V'S'a_'l_\ﬂ%cording to the laws, the role of the Government is to create

regulation and administration, but not as regards taxation. Qﬁd develop a climate and conditions that stimulate

major change has been from a State-controlled COOperatEV(?operative growth and socialization and to provide
system to one of autonomous and private organizatioQ:s

Administrativelv. th t role has b ) i ooperatives with guidance, facilities and protection. The
ministratively, tn€ government role has become primarig, a ctment of a new Cooperatives Act in March 1998 in Fiji
aregulatory one.

was aimed (a) to simplify certain provisions of the old law to
make them more accessible to the people at grass-roots level

11
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and (b) to bring the law in line with new socio-economic made concerning the legal framework of cooperatives in
realities in the country and with recent developments in Argentina, but1896, the National Ingute for
cooperative legislation in the international arena. Cooperatives was merged with the National Mutual Institute,

49. The Republic of Korea, Pakistan, Singapore and H0|q spite the_disapproval of the'cooperativ.e movement which
Kong have all gone through different levels of change i ported this fact. The merger, itwas explalned,.r'es.ulted from
legislation that ultimately affected the way in whicrpudgetary eenomy, but it was harshly criticized by

cooperatives function in this region. In the Republic of Koreﬁ‘rgentlnlan cooperatives as they have never been integrated

in the late 1980s, the Fisheries Cooperative Law Wé{\gthln State or parastatal structures. In Paraguay, a law was

amended to pave the way for members of the ﬁsheriggproveql in 1994 establi;hjng anew Iegql framework for
cooperatives to directly elect their presidents and for tﬁ:@opergtlves and recogr;:zm_g their spec:cal character. It
elected presidents to directly elect the chairman and presid erde an ayerlqge market |ntereble rhatz Er c%operanvez
of the National Federation. The factors that determined th@S€d On capital investment, established the advisory an

change were the national democratic movement and the né:é)@sultative councils with coopera}tive representation anq
to ensure the autonomy of cooperatives. According to t vanced the autonomy of cooperatives. However, the law is

responses from two Pakistan cooperatives, the 1989w regulated by the 1996 Decree, which is considered by

Cooperative Societies Act makes no specific changégm? cooperators to be c.;ontra-dlctory to the_Iaw of 1994.
affecting the legal and administrative framework that goVen%onvmced that the Decree is deFrlmentaI to the interest of the
cooperatives in Pakistan. In HongKg, the Credit Union Movement, several cooperatives have appealed to the
Ordinance was amended in 1993 and 1995 to redugkPréme Courtoverits lack of constitutionality.

increasing costs (winding-up) and to simplify and clarify 51. There are a number of countries in Africa, Asia and
existing legal and administrative provisions relating to Latin America where the process of updating the current
winding-up and liquidation. Changes in requirements were legislation on cooperatives is ongoing, while others are in the
also expedited. In Singapore, the legal and administrative midst of proposing change. For instance, in Trinidad and
framework governing cooperative activities has been Tobago there have been no changes made in the legal and
amended several times. In 1990, cooperatives were required administrative structure since 1990. However, the National
to contribute 20 per cent of their surplus in excess of a half Organization for Credit Unions has recently submitted

a million dollars to either the Central Cooperative Fund or the  proposals that would make changes to the current legislative
Singapore Labour Federation. Most of the national trade framework. The proposed changes seek to recognize credit
union cooperatives, which are the largest and most successful, unions as financial cooperatives and to create a legislative and
contribute their surplus to the Federation which is then regulatory framework for them. In Costa Rica, the major
channelled to the benefit of the lower income workers in  change that has taken place was the promulgation of a law in
Singapore. The cooperative act was amended in 1994 and 1994, which regulates the financiaésaafvthe

1997 to give the cooperative movement more autonomy andoperatives fiscal system. Apart from these specific
flexibility in carrying out its activities. The increasedrfding instances, the restructuring process has not resulted in a
has enabled the Singapore National Cooperative Federation complete revision of the legal status of cooperatives. Some
to organize more projects and activities, while the exclusiorills d&re currently being drafted with the objective of effecting

of capital gains from the computation of surplus is to make such revisions. In Thailand, there have been no significant
cooperatives more competitive with private enterprises. changes affecting the legal and administrative framework

50. The Governments of Colombia and Uruguay report&?veming cooperatives sind®90. Howe\{er, some cha}qges,
numerous changes in their cooperative legislation aﬁaused l:_)y the groyvth Orf] membership anld a?t|V|t|es of
administrative regulations since 1990. Among the principﬁPoDer"’lt',Ves affecting the extent Or:( self-re .|Ir?1r.1ce on
changes were the provision of tax exemptions, the eIiminatiBF?C)per""t_'Ve resources, ambmy and the Capab' ities of
of many restrictions earlier posed on cooperatives, tifQOPeratives to self-govern, are currently being made.

reduction of governmental bureaucracy over cooperative 52. The Government of Ghana reports on several attempts
movement and the treatment of cooperatives like other to change the laws governing cooperatives in the last 15
commercial entities. No changes are reported to have been years. Some of these attempts have been local, mainly
made to the current law on cooperatives in Bolivia, apart from involving the Ghana Cooperativasiland its affiliates.

the minor ones made to improve the present savings and loans Other attempts have involved external assistance from the
cooperative system by providing adequate supervision, World Bank, the International Cooperative Alliance and
regulation and monitoring. No substantive changes have been others. Since 1996, the International Labour Organization has

12
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been assisting the Ministry of Employment and Social cooperative organizations in the Czech Republic regarding
Welfare to draft a national policy on cooperative development what they considered to be insufficient attention by the
and a new cooperative law, which is soon to be presented for concerned governmental bodies to the interests of the national
promulgation. At the beginning of 1998, the Government of cooperative movement andadéssity of adopting new
Morocco signed a five-year agreement on cooperative cooperative legislation.

development with the Food and Agriculture Organization %fS.

the United Nations to enable cooperatives and theArfrica, Asia and Latin America. Thus, cooperatives in

(r)]rgan|;at|onds tol play ? fTr?re S|gn|f|<farg rolledln hth%sganda and Senegal report that there was practically no
armonious development of the country. In Banglades 'tg operative involvement in the reform or rewriting of legal

joint United Nat.iong Devglopment Programme/lnternationglnd administrative systems. Cooperatives of Pakistan have
Labour Organization mission on cooperative developme&te same complaint. Although cooperatives in Singapore are

planning submitted a report to the Government, which led Bnsulted before adoption of any major changes in legislation,

the formulation (.)f a law re(l;orrrlw CO_Thm't;eel,to rewsi (t:T] ooperatives in the Republic of Korea, Hong Kong and
current cooperative acts and rules. The parliament o ailand express their wish to have a bigger say in the

has been discussing a new draft on cooperative legislati fbcess. Cooperatives in Latin America and the Caribbean

since 1994. R_eV|S|or_1 ofthe (_eX|st|ng laws or promu_lgatlon_ fre reported to play a more active role in the legislative
new cooperative legislation is also under process in Bothrocess

Burkina Faso, Benin, Cape Verde, Guinea and Niger.

A mixed situation is also reported from countries of

VII.
Attitude to elaborating United
Nations guidelines for the
development of cooperatives

VI. Participation of the cooperative
sector in reforming cooperative
legislation

53. ltis normal for the legislative process in the countries

of Western Europe, North America and Japan to involve tf9:  The questionnaire of the Secretary-General traftsth
cooperative movement in reviewing any contemplated chanffe the Member States soughinter alia, to ascertain

in the legal and administrative framework for cooperative§0Vernment positions regarding the desirability and fetisib

Reports from both the Governments and cooperatives ¢frelaborating United Nations guidelines aimed at creating

cooperative organizations of these countries provic?eSUppO_r'[iV?3 gnvironmentfor Fhe deVgIopment ofc_ooperatives
information on the active participation of representatives §f'd their willingness to participate in and contribute to the
the cooperative sector in the revision or redrafting cﬁlaboratlon ofs.uch gu@elmes. Among the prernments that
legislation. Cooperatives either initiate innovations or g&gPorted on this question, none were explicitly opposed to
early information from the Government on pIanne&“Ch an gxeruse or stated explicitly that they were unwilling
amendments in legislation and are invited to submip Participate.

proposals, to consult on and to participate in drafting7. Most Governments of Africa, Asia and Latin America

legislation on cooperatives. In many countries, theeiterated their full support for General Assembly resolution
cooperative movement has developed strong lobbying fordes/58 and of cooperative development in general. Several
to apply political pressure to pass or protect favourablespondents further specified that they considered that
legislation. guidelines aimed at creating a supportive environment for the

54. Countries in transition present a mixed picture. In sorr@€velopment of cooperatives elaborated by the United
for example, Lithuania, Estonia and a few others, cooperativi¥&tions would be of great value for reforming and updating
initiated and participated in the drafting of legislation of1€ir national legislation. Governments of this group of
regulation affecting the cooperative sector and its activitie§Untries reported that they would support and contribute to
On the other hand, the national cooperative organizations@#Porating United Nations guidelines.

Hungary, Slovenia, Poland and, occasionally, Bosnia agd. All Governments of countries in transition that replied
Herzegovina, although they participated to some extent in tfiethe questionnaire expressed their support to the United
revision or redrafting of legislation, would have welcome@lations resolutions concerning cooperative development
having more influence over the process, especially in thesues and were ready to contribute to elaborating United
1990s. The stingest representations were made by twNations guidelines.
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59. The majority of reporting Governments from countries
of Western Europe, North America and Japan considered it
important to offer balanced and practical rules for all legal
entities, including cooperatives. Guidelines can serve as
important models for countries to aid further debate on
improvements in their national legislation. These countries
expressed their willingness to contribute to elaborating the
United Nations guidelines, which could be considered as an
exercise in drafting a strategy to develop cooperative systems |
in emerging countries within the framework of a broader
strategy of creating jobs and shared prosperity.

60. One Government expressed its readiness to participate
in the exercise provided it did not imply financial support.
Another welcomed an international exchange of experiences
about the development of cooperatives and is prepared to
provide detailed information on its national cooperative
system. However, it considers that it is up to each individual
country to create a supportive environment for the
development of cooperatives. At most, therefore, United
Nations guidelines could only use the international exchange
of experiences to ascertain those factors which contribute to
a positive development of cooperatives. One Government has
not yet decided its position, because the guidelines are not in
concrete shape at the moment. Some Governments, well
known for their support to national and international
cooperative development, have not answered the
guestionnaire.

61. Most of the cooperative organizations that responded
to the questionnaire noted that they cannot specify thigipns

of their Governments on elaborating United Nations
guidelines aimed at creating a supporting environment for the
development of cooperatives. However, many indicated that,
based on current policy, they believe and hope and are even
strongly convinced that their Governments would support and
contribute to elaborating these guidelines.

3

Notes

! Established in 1971 as an inter-agency committee, the
Committee for the Promotion and Advancement of
Cooperatives is an ongoing partnership between three
United Nations agencies and four international non-
governmental organizations, representatives of the
cooperative movement:

(a)
(b)

(c) Food and Agriculture Organization of the
United Nations (FAO);

(d)

United Nations;
International Labour Office (ILO);

International Cooperative Alliance (ICA);
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(e) International Federation of Agricultural
Producers (IFAP);

) International Union of Food, Agricultural,
Hotel, Restaurant, Catering, Tobacco and Allied Workers’
Associations (IUF);

(g)  World Council of Credit Unions (WOCCU).

It aims to promote and coordinate development initiatives
through policy coordination, information exchange,
advocacy and a variety of services.

Governmental agencies from the following countries
responded: Austria, Bahrain, Bangladesh, Bolivia, Bosnia
and Herzegovina, Chile, Colombia, Cyprus, Estonia, Fiji,
Finland, France, Germany, Ghana, Greece, Guinea, Iceland,
Indonesia, Italy, Japan, Jordan, Kenya, Lithuania,

Mauritius, Morocco, Netherlands, Portugal, Slovenia,

Spain, Syrian Arab Republic, Thailand, United Republic of
Tanzania, United States of America, Uruguay and
Yugoslavia.

Cooperative organizations that responded were from the
following countries: Argentina, Armenia, Azerbaijan,
Belgium, Bolivia, Bosnia and Herzegovina, Canada,
Colombia, Costa Rica, Czech péblic, Denmark, Finland,
France, Georgia, Hong Kong (China), Hungary, Japan,
Malta, Norway, Pakistan, Panama, Paraguay, Philippines,
Poland, Puerto Rico (United States of America), Republic of
Korea, Republic of Moldova, Russian Federation, Senegal,
Singapore, Slovenia, Slovakia, Spain, Sweden, Syrian Arab
Republic, Thailand, Trinidad and Tobago, Turkey, Uganda,
United Kingdom of Great Britain and Northern Ireland,
United States of America.
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Annex

Guidelines aimed at creating a supportive environment for the
development of cooperatives

Draft submitted to the Secretary-General by the Committee for the Promotion
and Advancement of Cooperatives

Introduction sections of society, including Governments, and had adopted
a new “Statement on the Cooperative ldentity” at the
In its resolution 51/58 of 12 Decembd996, the centennial congress of the International CooperatilfeAce
General Assembly requested the Secretary-General ifigl995.

ascertain, in cooperation with the Committee for the  |n order to explore the feasibility of elaborating such
Promotion and Advancement of Cooperatives, the desirabilg)idelines, the Committee appointed a consultant to prepare
and feasibility of elaborating United Nations guidelines aimegl graft. A first version was reviewed and a second version
at creating a supportive environment for the development gkamined at a consultative meeting attended by specialists
cooperatives and to include his findings and recommendatiopgm around the world, as well as by representatives of
in a report to be submitted to the General Assembly at itSembers of the Committee, at Geneva in May 1997. On the

fifty-fourth session. basis of extensive examination at that meeting, a third version
In response to that request, the Committee took up tRéthe draft guidelines was prepared.
matter at its fifty-sixth session, held at Geneva in November  The draft guidelines were circulated widely in print and
1996. It decided in principle that such guidelines were highectronic version. The electronic version of the guidelines
desirable: the only existing guidance was provided R¥as posted on the Committee for the Promotion and
Cooperatives (Developing Countries) Recommendation N&gyancement of Cooperatives Web site in January 1998. A
127, adopted on 21 Jul®66 by the General Conference opyrinted version was also included in the International Day of
the International Labour Organization. A meeting of experiSooperatives press pack, which was mailed in July 1998 to
on cooperatives was held at Geneva from 29 March to 2 Apg{er 2,000 organizations. The Committee also requested
1993 by the International Labour Organization. It concludqqput from a number of cooperative organizations on an
that, after nearly three decades of substantial change in gloalividual basis and briefed and provided copies of the
economic and social conditions in the cooperative movemejifidelines at the International Cooperative Alliance meeting
and in the relations between it and Governments, there Wgighairpersons of the specialized bodies in March of 1998.
need to change the tone and emphasis of the Recommendagigmajor comments to the guidelines were received by the
to reassess the underlying concepts of aid to cooperatives &t retariat with the exception of a critical review by the
to include matters not addressed by it. Industrial Common Ownership Movement, which was
Moreover, in the view of the Committee, there was agirculated to members upon receipt. Other than this comment,
urgent need for guidance to many Governments on poliffjere have been no negative reactions to the guidelines or any
regarding cooperatives and the cooperative movement in viéWggestions for improvements. Specific comments of
ofthe importance of the movement, as agreed upon by th@mproval were received from the International Cooperative
at the series of recent global conferences for new forms Afliance Board, which reviewed and adopted the guidelines
collaboration and partnership with major stakeholders withf their meeting in Tokyo in April 1998, and from the
society. New forms of relationships between Governmenftgderation of Danish Cooperatives. The representative of the
and the cooperative movement had been called for at a seff@grnational Labour Organization also reported that, despite
of ministerial level meetings organized by the Internationdife fact that the proposal for the revision of ILO
Cooperative Alliance. The role and status of botfRecommendation 127 was not accepted, the discussion of the
Governments and the cooperative movement had chand@n indicated that Governments in developing countries
drastically in formerly socialist countries and in many othesupported having a new standard on cooperatives, thus
developing countries. The international cooperativghowing that there was a need for some sort of guidelines.

movement itself had comprehensively reviewed its values and  on the basis of the process of elaborating this draft, the
principles and the nature of its proper relationship with othgfommittee is able to advise the Secretary-General that it
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considers further elaboration of guidelines to be entirely organization, policy in respect to cooperatives may be

feasible. During the process of wide circulation of the drafts complex and sensitive. It is the purpose of these guidelines

of the guidelines by the Committee, the views expressed by to set out succinctly the principles on which national policy

specialists within the cooperative movement as well as in  might best be based and the scope and content likely to suffice

governmental and intergovernmental organizations is asaframework faedhesarily more specific and detailed

unanimously that such guidelines are desirable. national policies which fall within the responsibility of each
Government.

Objectives
Policy regarding cooperatives and the

1. Within the General Assembly and the Economic and ~ cooperative movement
Social Council, and at major recent international conferences,
Governments have acknowledged the significance ef The objective of the policy is to ensure that
cooperatives as associations and enterprises through whigperatives, recognized as legal entities, are assured real
citizens effectively overcome a wide range of problems anrguality with other types of associations and enterprises, and
achieve many of their goals. They have recognized thgat this equality is extended to all organizations and
cooperative movement as a distinct and major stakeholderidgtitutions set up by the cooperative movement. Enjoyment
both national and international affairs. of such equality requires that the special values and principles

2. Governments recognize that the cooperative movem@&hgooperative organization, expressed in the particular forms
is highly democratic, locally autonomous but internationall{zken by cooperative organization, receive full recognition
integrated, and a form of organization of associations aR§ Peing desirable and beneficial to society and that
enterprises whereby citizens themselves rely on self-help #HRPropriate measures are taken to ensure that their special
their own responsibility to meet goals that include not Onguahnes and practices are not the cause of discrimination and
economic but social and environmental objectives, such @gadvantage of any kind.

overcoming poverty, securing productive employment ard  To achieve this objective, Governments are concerned
encouraging social integration. with creating, and with maintaining as conditions change, a

3. Consequently, Governments seek to support tfgPPOrtive and enabling environment for cooperative
cooperative movement and to work closely with it to develofevelopment. As part of such an environment, it is useful if
an effective partnership to achieve their respective goaf/ery effort is made to create and maintain an effective
Policies setting out the objectives and means of support ap@rtnership between Governments and the cooperative
collaboration are valuable instruments for ensuring that tReovement.

potential of cooperatives for meeting the individual goals of

citizens who are members, and through this the aspirationé\. Public recognition

4. However, such policies can be effective only if they takécknowledge publicly the special contribution, in both
into account the special character of cooperatives and @iéantitative and qualitative terms, made by the cooperative
cooperative movement, which differs significantly from thafnovement to the national economy and society. It is also

of associations and enterprises not organized accordingP®@neficial for Governments to acknowledge and publicize the
cooperative values and principles. purposes of all forms of partnership and collaboration

5 The obiecti f1h t quidell is _%etween themselves and the cooperative movement. A
o € objective ot the present guIdelines IS 10 provigg, e, of specific actions may be useful, one of which might
advice to Governments that is appropriate to contempor

d anticipated diti B fth ati hadg full participation in the annual joint observance of the
and anticipated conditions. because otthe expectations SNoWlye 4 Nations International Day of Cooperatives and the
by Governments in recent years regarding the cooperati

t and th dlv chanai lobal dit ernational Cooperative Day organized by the International
movement an € rapidly changing global conditions a ooperative Aliance, pursuant to General Assembly

changes in the cooperative movement itsglf, manypondesﬁgsolutions 47/90, 49/155 and 51/58; and appropriate
most of the States Members of the United Nations miglt, rticipation in other celebrations of the cooperative

benefit from review, and in some cases from SUbStantir%ovement
revision. Given the relevance of cooperatives to many aspects - o ' o
of national life, as well as the special nature of cooperativeB. Legal, judicial and administrative provisions
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9.  Appropriate provision is necessary within legal, judicial only on the general or special laws on cooperatives; that all
and administrative practice if these most important areas of regulations clearly identify the provision of the law on which
the environment in which cooperatives exist are to contribute they are based and the purpose for which they are made;
positively to the supportive and enabling nature of that recognition of the full autonomy and capacity for self-
environment. Legal provisions may take various forms regulation of the cooperative movement; acknowledgment
appropriate to individual national legal systems. The status, thatintervention by Governments in the internal affairs of the
rights and responsibilities of cooperatives and the cooperative moverheunldsbe strictly limited to measures applied
movement in general, as well as, if appropriate, those of generallyto all associations and enterprises equally in order
special categories of cooperatives or of distinct aspects of to ensure their conformity with the law. Adjustments may be
cooperation should be addressed. made only to ensure: real equality in treatment; definition of

10. National constitutions: These instruments couﬁli‘e responsibilities of the cooperative movement for self-
acknowledge if appropriate '.[he iqacy of cooperatives regulation in all matters distinctive to it; provision that the

and the cooperative movement and the utility of thef€XtS Of laws and regulations be made available to all
contribution to national life. cooperative members and employees; provision that

representatives of the cooperative movement participate fully
11.  General law on cooperatives or the general sectioniff grafting special laws or judicial or administrative
asingle law on cooperatives: A general law on cooperativgsyylations and guidelines concerning practice; provision for
could form the basic element in legal provisions and thfie maintenance of a public register of cooperatives as a part
fundamental point of guidance for all judicial andsf procedures for registration of all associations and
administrative practice. Participation by representatives Qﬁterprises; provision for procedures for continuous
the cooperative movement in its formulation would be gonitoring and regular review of law and practice which
valuable means to ensure its relevance and utility. It shouléhyld include the full and equal participation of
acknowledge the nature of cooperation and ttbty setout epresentatives of the cooperative movement and for
criteria for treatment of cooperatives in law and define th@ncouragement of research on the effect of law and practice
nature of governmental responsibilities as well as the righg$, the environment for cooperatives; establishment of the
and responsibilities of the cooperative movement. It shouldsponsibility of Governments to formulate and carry out a
include the following basic set of acknowledgments,olicyin respect to cooperatives that would seek to establish
definitions and provisions, certain of which might be set oy supportive and enabling environment while avoiding any
in a preambular section: acknowledgment that th@fringement of the autonomy of the movement and any
organization of associations and enterprises on the basigjghinution of its capacity for responsible self-regulation and
cooperative values and principles is legitimatgyoyld seek also to engage in an effective and equal
acknowledgment of the utility of the cooperative approach {gyrtnership with the movement in all matters where it is able
association and enterprise, its contribution to national life apgl contribute significantly to the formulation and carrying out
the status of the cooperative movement as a significagt public policy; recognition of the value of governmental
stakeholder within society; definition of cooperatives, USinQupport for the international cooperative movement, including
the “Statement on the Cooperative Identity” adopted by thgrough intergovernmental activities; and definition of the
International Cooperative Alliance th995; reognition of responsibilities of the cooperative movement as a major
the unique nature of the values and principles of cooperatiafiakeholder in society, to the extent these responsibilities are
and hence the need for their separate and distinct treatmgpfsistent with its full autonomy. These responsibilities
in law and practice; commitment that neither their uniqugc|ude making available its experience in self-reliant,
nature nor their separate and distinct treatment in law aB@opIe-oriented and community-based organizations of
practice should be the cause of discrimination, intended 8&¢sqciations and enterprises.

not; undertaking that no law or practice should restrict the ) ) . .
Special laws on certain categories of cooperatives:

rights of citizens to full participation in the cooperativ ) . X - i
movement in any capacity consistent with its values ar;l’dwese must be consistent with the basic provisions set out in

principles and should not restrict the operation of thgtitherageneral law or in the preambular and initial sections

movement: provision that a general law apply to all categorigga single law where neither exists. Each special law should

of cooperatives but that, in order to respond to the situati('ﬂrlov'de the same set_of_su(_:h basic provisions. They may_be
of certain categories of cooperatives, special laws might Bgcessarywhen the distinctive nature of cooperatives requires

enacted, consistent with the general law; stipulation that §f?e9'al_ provision in law to safeguar_d t_helr a“t_"”om}’ Wh_'le
judicial and administrative regulations and practices be basdghieving their equal although distinctive inclusion in
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generally applicable regulations. This is often the case in those produced by the international cooperative movement,
respect to financial cooperatives. intergovernmental organizations and the United Nations.

13. Judicial and administrative practice concernel%jmphaSiS should be on applied research of immedidlieyu

explicitly with cooperatives: These must be consistent witfl 'mproving t'he efﬂc!ency (,)f cooperatwgs, extending
the general law on cooperatives and, specifically, with igeneflts t_o society and improving partnerships between the
provisions concerning such practice. cooperative movement and Governments.

14. All other laws and practices insofar as they may ha\}@' Stat|st|<?s:_ Several measures may be gndertaken to
an effect on cooperatives: Many laws and judicial anff’Prove statistics for and about cooperatives: extend
administrative practices may affect the environment in WhictﬁChn'Cal suppgrt provided by the national statistical service
cooperatives operate, whether intentionally or not. Relevaftn€ cooperative movement to an extent atleast equal to that
governmental bodies should make every effort to exclude aR{PVided to other major stakeholders; assist in preparation
discriminatory or prejudicial impact. Responsibility for® th.e gnnual rer_)ort ofthe.reg|ster ofclooperat]uﬁxjertalfe_
identifying cases needing revision lies with the cooperati\;gehmmarystgdles.on which to base integration of statl_stlcs
movement. Government bodies should assist by makif§ COOPeratives in regular programmes of the national

available the full text of drafts of proposed laws or regulatio atistical service and participate in international efforts to
as well as any evaluation of their impact improve cooperative statistics, including the establishment

o ) o ~ ofauniform set of definitions for use by national statistical
15. Monitoring, review and revision of laws and judiciakeryices.

and administrative practices: This is necessary to ensure that
the impact of laws and judicial and administrative practic
on the cooperative movement is entirely positive. If identifie&),
discriminatory provisions should be rendered inoperative
quickly as possible pending enactment of revised laws or t
issuance of revised regulations and guidelines concerni
practice. This process should have as its purpose the early

Information: Given that Governments regulate and
roadly influence information diffusion, a number of measures
y be useful in expanding knowledge of the cooperative
fwvement and overcoming prejudices and misconceptions:
sxtension of technical and financial assistance to an extent
Eaal to that made available to other stakeholders; ensuring

complete disengagement by Governments from the interhagt o discrimination exists becaqse (_)f t_he distinctive nature
affairs of cooperatives and the cooperative movement, wh@jeCOC)per,at'VeS; equal and non-Q|scr|rn-|natory access by t.he
this still exists, and full operational realization of the?@OPerative movement o all public media commensurate with
principles that cooperatives, although different, are equal \fs contrlbutlon_ to _natlonal In‘(_a;_use of a_fflrmatlve actionto
other business enterprises and civil associations. overcome prejudlce_ and ’T"S'”form"?‘“o” whe_re the term
cooperative is associated with a previous and inappropriate
16. Forthese purposes, formal procedures for consultati@gage; diffusion through public media of material on
and collaboration should be set up and should include regujafergovernmental activities undertaken in partnership with
and full participation by the cooperative movemeniy in support of cooperatives; dissemination of printed and
Advantage may be taken also of the special programmes aifputer-based information prepared by governmental or
guidelines offered by specialized international COOperatiYﬁtergovernmental bodies with the same priority and
organizations and intergovernmental organizations. resources as allocated to information on other stakeholders.

C. Research, statistics and information D. Education

17. Research: Given the significance of the cooperatigg)  Gjven the important contributions of the cooperative
movement, its own research and development programmggyement to education, a number of supportive and enabling
and the active role of Governments in supporting researgleasures might be useful: acknowledgment of the
generally, it is appropriate to undertake the followingontributions made; commitment to non-interference in the
measures: recognition of the contribution of the cooperatiygoyement’'s own programmes other than those generally
movement itself, and hence disengagement from any dirggipjied in order to maintain standards in all educational
intervention other than that applied to any recipient of publigstitutions; avoidance of discrimination in certification and
funding; provision for equalaccess as other types ofyccreditation; support for all forms of collaboration and
associations, enterprises or movements to public f““‘ifeirtnership between cooperative and public systems and
collaboration between governmental and cooperatiygsyrance of equality with other types of private education

movement research on matters relevant to public poliGyyhere this exists) in respect to eligibility for public funds;
publication and wide diffusion of research results, including
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consideration of the option constituted by cooperative execution; collaboration with legal departments in drafting
organization in programmes of privatization; encouragement the general and any special laws; and liaison, consultation and
of self-reliance among students by facilitating the formation collaboration with the cooperative movement.

of cooperatives to supply them with goods and servic

including accommodation; encouragement of formaﬂont; sponsible entity would be within a department already

public educgtlonal mstltu.tlon.s of purchasing, supply an arged with broad strategic and coordinating functions, such
common service cooperatives; assurance of equal accesggythe office of a prime minister or president, or that

cooperatives with other suppliers, inclusion within th?esponsible for economic management of development
national curricula at all levels of the study of the Valueélanning

principles, history, current and potential contribution of th o . -
cooperative movement to national society; and encouragem@ft An institutional arrangement appropriate to specific

and support of specialized studies in cooperatives at thational conditions, which would permit effective
tertiary level. collaboration between Governments and the cooperative,

movement would be valuable.

The most effective organizational location for the

E. Provision of public funds 26. Liaison between intergovernmental programmes and
21. Financial self-reliance, total responsibility and fulfn€ international cooperative movement should be supported,
independence are vital for an effective cooperative enterprid&cluding, in particular, that achieved through the Committee
The best policy approach is one where cooperatives recef@gthe Promotion and Advancement of Cooperatives.
the same treatment as any other form of enterprise. A number
of other measures are valuable: acknowledgement and
protection of the special character of cooperatives and
avoidance in law or practice of any discrimination arising
from the special financial status, organization and
management of cooperatives; avoidance of any direct or
indirect engagement in the internal financial affairs of
cooperatives or of the cooperative movement and recognition
of the full responsibility of the movement for its own financial
affairs; and the development of partnerships with cooperative
financial institutions in such matters as community and
regional development, drawing on their experience of
mobilizing and managing capital in a manner and for purposes
conducive to the public good.

F. Institutional arrangements for collaboration
and partnership

22. Manygovernmental departments and bodies will have
contact with the cooperative movement, while a policy of
enabling and supporting cooperatives and operating an
effective partnership with the movement will involve actions
by a wide range of governmental institutions. In order to
ensure consistency with broad general policy, certain
coordinating functions within government, as well as liaison
with the cooperative movement, will be useful.

23. ltis advisable that a single department or office assume
central coordinating, focal and liaison functions, of which the
following might be most important: elaboration of a single
national comprehensive policy in respect of cooperatives,
formulation of guidelines for consistent execution throughout
government, including monitoring and review of that
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