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1. Definition

A. A cooperative society under the law is a group of individuals who have specific needs eg. to consume, to save, to obtain credit, to produce, to market, 'to be insured, to transport and to be transported, to build, to be housed, to have a pension, and who freely enter into partnership in order to attain these common needs by setting up an economic enterprise which is managed by the members themselves, in a democratic manner, and to which they are bound in the following activities:

-  Members' participation within the cooperative

-  The ways the capital of the cooperative is mobilized

-  Benefits and risks of members of the cooperative

The purpose of this cooperative enterprise is to provide its members with the best possible service at the lowest possible cost.

B. Cooperative societies are set up by a written statement in a constituent assembly. The minimum number of members varies and depends on the economic viability of the cooperative. Generally cooperatives such as producer or service cooperatives where the members are not the users, the minimal legal number will be determined after an economic feasibility survey which will determine the economic viability of such a cooperative.  

C. 

I.  Cooperative societies legally represent their members.

II. Their purpose is to serve in the best possible way their members and not to make a profit.

III. They may only serve their members

IV. The cooperative is a legal entity, which is shared by the members. The members are responsible and have obligations to the equity capital of the cooperative in an equal proportion. Working capital and financial obligations towards the cooperative are shared by all members on the basis of their participation in the affairs of the cooperative.

D. Cooperative societies act according to the following principles:

1) The number of members may vary.

2) Members are admitted on a voluntary basis.

3) Each member has only one vote in the democratic decision-making process of the cooperative.

4)

I.   A member must acquire only one share in the equity capital of the cooperative.

II. There will be no remuneration in any form on the share capital

III. The member will pay the whole amount of his share value in cash or in credit.

IV. The cooperative may encourage mobilization of funds by offering a competitive rate of interest on those funds and not on share capital.

5) Surplus, when it exists, as well as potential losses, are distributed in the same financial year among the members, according to their participation in the affairs of the cooperative.

When establishing a cooperative society the following details must be included in the bylaws:

- The name of the cooperative        

- The rights and obligations of the members

- Administration and management procedures

· Sources of finance for the different activities of the cooperative.

2. The Purpose of a Cooperative Society.

A. The main purpose of a cooperative society is to provide the best possible service to its members, and not to create surplus or profit.

The cooperative society is created by its members on a voluntary basis, and is intended to achieve a common purpose or to address a common need.

Unlike a private enterprise, whose basis is its capital investment, the cooperative is based on its membership.

B.    The main types of cooperatives are:

-  The producers-industrial-service cooperative

-  The savings and credit cooperative

-  The consumer cooperative

-  The supply of inputs cooperative

-  The marketing cooperative

-  The irrigation and water supply cooperative

-  The storage cooperative

-  The processing cooperative

-  The construction cooperative

-  The housing cooperative

-  The transport cooperative

-  The accounting cooperative

-  The pension cooperative

-  The insurance cooperative

-  The supply of technical services cooperative

Other types of cooperatives that exist throughout the world fall into the above mentioned categories.

c.    Classification of cooperatives

I. Cooperatives may be classified as: 

Primary Cooperatives: whose members are individuals.

Secondary Cooperatives: whose members are Primary Cooperatives.

Tertiary Cooperatives:  whose members are Primary and Secondary Cooperatives (generally these are federations of cooperatives).

II) They may be classified as well as:

-  Single purpose cooperatives.

-  Multipurpose cooperatives. This cooperative has more than one function. Most cooperatives in the world are, in fact, Multipurpose Cooperatives.

Ill) They may be classified also as:

- Firstly, cooperatives where members are also the users. In this category we find consumers' cooperatives, saving and credits cooperatives, housing cooperatives, insurance cooperatives, etc.

-  Secondly, cooperatives where members are not the users of the cooperatives. In this category we may find cooperatives such as producers, cooperatives   (be it agricultural, industrial, handicraft or services cooperatives), transport cooperatives, construction cooperatives, marketing cooperatives.

3. Membership in a Cooperative Society

A. The members of a primary society are individuals.

B. An individual who wishes to become a member of a cooperative should join the cooperative in a manner specified by the law, the bylaws, statutes, and regulations of the society.

C. The member will comply with the law, bylaws, statutes and regulations regarding cooperatives. He will comply as well with all decisions taken by the democratic institutions of the cooperative.

D. Members join the cooperative to use the services it offers. Services, which are offered by the cooperative to this member, can be defined according to the characteristic of the said cooperative: -

- employment   and   remuneration   in   producers   and   service cooperatives.

- goods, articles and inputs of the best possible quality and at the lowest possible price in consumers and supply of inputs cooperatives.

- a savings facility with the highest possible return and credit possibilities at the lowest possible charge, in saving and credit cooperatives

- marketing, processing, storage, transport   facilities in marketing storage, processing and transport cooperatives and any other service offered by other types of cooperatives.

E. Members in producers’ cooperatives should connect the credit allocation facilities to the marketing of their produce, to enable their cooperative to reimburse credit and loans.                               

F.

I.   The fully paid-up member is he who has paid the value of one share only of the equity capital of the cooperative. The member may pay his share either by cash payment, by credit available to him or by his relative part in eventual grants given to his cooperative.     

II. The value of the share is variable and should represent the real value of the fixed assets of the cooperative.                       

III. Members leaving the cooperative have the right to be reimbursed by the cooperative to the real value of one share.                    

Iv. New members joining the cooperative will pay the real value of one share in the fixed assets capital of the cooperative, calculated according to the date they join. This money will be invested as follows:

- payment of share of departing member.                             - investment in expanding the fixed assets of the cooperative.

- in case where there are no needs for new fixed assets and no departing member, this money will be distributed among the existing members.                                                

G. Members are liable of all debts of the cooperative relating to the fixed - assets (equally). They are liable for the debts of the working capital proportionally to their business transactions with the society.

H. Members must comply with the law, bylaws, regulations and statutes of their cooperative. Failing to do so will result in fines and even expulsion of the member as detailed in the law, bylaws and regulations of each cooperative.   

4.    The Democratic Structure of the Cooperative

A.  The general assembly comprises all members and constitutes the supreme deliberation and decision-making organ of the cooperative society. Its decisions bind all the members.

b.    Types of general meetings:
1.   Inaugural (constituent) General Meeting
I.  A cooperative holds this meeting to inaugurate the functioning of the cooperative, to authorize the list of the founding members, to discuss and adopt the -bylaws and draw up the regulations of the cooperative, to approve the financial and operational plan for the first year’s  ‘activities and to elect the members of the cooperative's managerial committee and other committees.

II.  Founding members have no extra rights than other members, except that they participate in the inaugural general meeting.

III. The inaugural general meeting will adopt by vote the list of founding members present at the meeting to be full members of the cooperative.

IV.  Those who have not attended this inaugural meeting will have to be approved as members according to the stipulations lay down by the law and the bylaws regarding acceptance of new members to the cooperative.

V.   The inaugural general meeting takes place only once.

2.   An Annual General Meeting

I.   An annual general meeting convenes once a year on a      date fixed by the bylaws of the cooperative but, not later than three months after the end of the financial year.

II. The annual general meeting will assess all aspects of the previous year's activities from the reports of the president, the secretary general, the treasurer, the audit control and that of the control committee. They will examine, approve or adjust elements and give or refuse the cooperative's authorities the final confirmation.

III. will approve the financial, social, and development plans for the following year.

IV. Will elect the managerial units of the cooperative and the control committee for the following year.

V.   Will fix the authorized maximum amount of debts that the cooperative society may contract with any credit supply organization.

VI   Will fix the investment and deposit ceilings above which decisions must be taken by a special general meeting.

VII. The annual general meeting will be convened and presided over by a special AD-HOC committee created by the annual general meeting for that purpose. The annual general meeting will never be convened and presided over by the outgoing or incoming' management of the cooperative.

3    Extraordinary General Meetings

This meeting will be called only when the following matters are considered:                                                                     

- amendments to the bylaws                                          

- acceptance of new members 

- expulsion of members                                             

- dissolution of the cooperative

Decisions thereof require a special majority of all the members present at the meeting.

4    Special or Ordinary General Meetings

This meeting may be called at any time during the year whenever necessary. It may be summoned at the insistence of the management committee, the audit or the control committee, the registrar of cooperatives, or at the request of at least ten percent (10%) of all the members of the cooperative.

c. Conditions pertaining for all general meetings [(2)(3)(4)] regardless of type.

1. A general meeting may be convened only when a quorum is present. A quorum should be one person more than 50% of all members of the cooperative. If there is no quorum the ^meeting will be postponed to no earlier than one hour later, and no more than one month later. Any number of members present in the latter case would then consist of a legal quorum.                                          

2.   Members must be informed about the date, time and place, as well as the proposed agenda of the general meeting well in advance up to two months prior to the date of the general meeting.

Where it is possible written notice must be sent to all members at their official addresses at least one month prior to annual and extraordinary general meetings. When ordinary general meetings are concerned the notice should be sent as early as possible.

The notice should include the date of the alternative general meeting to be called if a quorum is not reached.                   

5. Committees of the Cooperative

A. The Management Committee

a. The management committee is the administrative and management organ of the cooperative society.

b. The management committee is elected by the annual general meeting.

c. The number o£ members in the management committee is always an odd number. In cases where bylaws determine that the management committee stays for the duration of more than one year, the election will take place every year to replace part of the members. The number of members of the management committee replaced is the total number of the members of the management committee divided by the number of years that the committee will be in office. So, if the duration of the management committee is for two years, every year half of the members will be replaced through an election.

d. The management committee will deal with:

- approval and assignment of contracts

- engagement and dismissal of employees

- consideration of social problems

- decision on matters of cooperative policy

- planning the future activities of the cooperative

- coordination of committees' work.                                      

e. No persons may be eligible to be elected to the management committee if they have a criminal file of any kind, or have been charged of a crime or immoral behavior.                                          

f. The management committee meetings will be valid only if at least half of the members are present. Decisions are taken by a single majority of members present at the meeting,                                          

g. The management committee will elect from among its members a chairperson for the cooperative. In cooperatives where this function is not that of the managerial post, the management committee will appoint a manager or teal the cooperative.                                                         

I. The chairperson o£ the cooperative shall represent the cooperative society in all civil activities and liaise with relevant public authorities.

II.  The chairperson will convene and preside over the management committee.

III. The chairperson will preside over the special general meeting.

B.    The management committee will appoint a manager for the cooperative.

1.   The manager of the cooperative will perform his duty under the authority and supervision of the management committee, which appointed him and can dismiss him. It also determines his salary. The salary should be of a rewarding nature, reflecting his success rate in generating business for the cooperative and making it successful.

2.   He must implement the policies laid down by the management committee, and represent the cooperative society vis-a-vis third parties within the limits of the powers delegated to him by the management committee.  Such a delegation of power must be in writing.

3.   He will be responsible for:

i. Drafting and submitting to the board for approval the program of activities, the budget and investment proposals or the cooperative.

ii.   Constantly ensuring the proper use of funds, property and maintenance of facilities and equipment, the internal organization of services and true and accurate accounting.

iii.  Negotiating purchases and sales.

iv.   Drafting periodical management reports.

v.    Supervising the activities of the treasurer of the cooperative.

vi.   Human resource management in the cooperative.

vii.  He will participate in meetings of the management committee in an advisory capacity.

viii. The manager must fulfill the condition of chapter 5.e.

C.    The Committees

The annual general meeting will elect every year the different committees.

These committees help smooth the running of the cooperative. They are divided into two groups:

The Auxiliary Committee is intended to help the management committee.

-  The credit committee deals with credit applications by members.

-  The marketing committee deals with marketing policy and its

Applications.

-  The purchasing committee deals with the policy of purchasing of inputs and consumption of goods.

-  The education committee.

There will be other committees according to the nature of the needs of the cooperative.

2. The Control Committee

The annual general meeting elects the control committee.  Its members are not members in any other cooperative executive bodies or committee.

a.   The control committee is responsible for examining the activities of the cooperative to ensure their legality and conformity with the bylaws, as well as their financial tenability, as may be necessary for the proper conduct of the affairs of the cooperative.

b.   The control committee controls the management committee. (It does not replace the management committee).

c.   It regularly controls the deeds  (activities) of the management committee and the manager during the year.

d.   The control committee may utilize the service of experts in the different elements of control.

e.   The control committee has the power to call a special inquiry by the Registrar of Cooperatives, to view any findings, which were brought to the management committee and were not referred to in a satisfactory way.

3. All committees will prepare an annual report of their activities, and present it to the annual general meeting.

6.The Financial Structure

Share capital:

a.   The capital of the cooperative consists of the fixed assets capital required for investments such as land, building and machinery and the working capital required to cover operations.  The members are responsible for the overall capital required for the formation and operation of the cooperative.  The fixed capital needed to establish the cooperative is divided equally among its members. They proportionally share the working capital according to their participation in the operations of the cooperative. 

b. The source of cooperative capital is from the members themselves. For the fixed assets members will purchase one share. The share capital represents the total value of the fixed assets of the cooperative divided by the number of members in the cooperative. The member is fully responsible for financing his share. He may pay its value in cash payments, by credit from different sources, or by grants donated to the cooperative.

I.    Loans and borrowings from any source, whether government or private, including those from the members themselves, in the form of savings deposits, can be provided if they have been debited against accounts of the members whose financial capability to cover the full amount of their shares is not sufficient, provided that they alone are liable for such amounts of loan debited against their accounts.               

II.   Subsidies, donations, legacies, grants, aid and other assistance from any local or foreign institution whether public or private shall be credited to the accounts of the members in equal measure, and will consist of part of their share capital.

c.   Members of the cooperative hold no more and no less than one share in the capital fixed assets of the cooperative                      

d.   

I.    There will be no remuneration bf the share by any means of financial rewards or by payment of interest or dividends on the share.

II.   When members have not paid up fully for their shares, the cooperative may propose a competitive rate of 'interest on other sources of finance - such as: other members of the cooperative who may have saving accounts, members of the community, or other sources attracted by the rate of interest. This competitive rate of interest should be higher than the commercial rate of interest offered by financial institutions on deposit accounts.

e.   The cooperative will create reserve funds to the value of 20% of total value of fixed assets of the cooperative. The members will participate in the creation of the reserve fund by equal participation.

2. The surplus

The income of the cooperative is created in the following way:

- In cooperatives where members are not the users, the income is generated out of selling, the products or services to the market, at the highest possible price.

- In cooperatives where members are the users, the income is generated out of selling of services of the cooperative to members. The cooperative will seek to minimize as much as possible its net income.

The surplus is created in a cooperative, when there exist any difference between the total income of the cooperative and the total outgoing, including the total operating expenses and any payments to employees. The difference between the two is the surplus.

A. The purpose of a cooperative is to serve its members at the best possible way, and not to create surplus.

B. All surplus in the cooperative would be totally patronage refund to members.

C. The cooperative will never deduct out of the surplus for these purposes:

- Payment of interest on share capital.

- Creation of reserve fund.

- Future investment in the fixed assets of the cooperative.

- Cooperative education.

- Community development.

D. All these above payments will be born by all members equally.

3. Any cooperative can affiliate itself to any secondary and tertiary cooperative. It will be done according to the association bylaws.

4. 

A. A cooperative may ceased existence and or be dissolved, after a decision taken by the majority of members present at the meeting, in an Extraordinary General Meeting.

B. When a cooperative is dissolved, the members are getting the financial value of their share capital in its real value, the value of one share multiplied by the number of the members is equal to the real value of the fixed assets of the cooperative, after the cooperative has paid all debts and obligations of that cooperative. There is no possibility to allocate a part or all of the fixed assets of the cooperative, to any external body, without the expressed consent of the members.

C. A member who has been expelled out of the cooperative, or a member willing to quit the cooperative, has the right to get back the real value of his share capital, after deduction of all obligations the cooperative has been engaged on behalf of the departing member.

5. When establishing a new cooperative, the bylaws, the status and regulations, should be approved by the registrar of cooperatives.
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