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1: INTRODUCTION

This papers tries to demonstrate some of the salient features of the Moshav. The Moshav is a particular form of cooperative village founded in Israel more than eighty years ago. This cooperative village contained some particular characteristics we hardly find in other rural cooperatives. This papers tries to describe them.

2: THE MOSHAV AS A MULTI-PURPOSE COOPERATIVE

The multi-purpose cooperative exists mainly in rural areas. Cooperative development projects, by its very nature, channel their activities into one specific cooperative venture, the single cooperative type, because in a typical traditional village:

- It is difficult to find the financial resources to pay adequate salaries out of the economy of one village, to the managerial staff of more than one cooperative.

- It will be difficult to persuade the same members to attend several sessions of general meetings of different cooperatives in the same village.

- It is difficult to raise enough capital from the villagers to pay shares in more than one cooperative.

- There is a connection between the marketing of the production of the cooperative and the guaranties for the loans to its members, therefore the cooperative which gives credits must have some involvement both in the cooperative which produces and the cooperative which markets.

All these factors give us reason to believe that in rural areas and especially in traditional villages, a need arises for the multi-purpose cooperative.

Moshav is a multi-purpose cooperative. The definition of the Moshav in Israel law is: "Moshav Ovdim is an agricultural cooperative, which is a village in itself and its main aim are to organize and to settle its members as independent-individual farmers, working by themselves and holding private means of production and property and maintaining cooperation in supply, marketing, and mutual aid, and fulfilling the function of a municipal authority". This definition shows us that the Moshav can function as:

- Producers’ cooperative: producing milk, eggs (for consumption and reproduction), meat (cows - hens – turkeys), cocks, fruit avocados and flowers. 

- Consumers' cooperative: with a supermarket that provides all local consumption goods for the members of the Moshav.

- Supply cooperative: for fertilizers, insecticides, technical equipment, pipes, cement, feed for livestock.

- Stock cooperative: stocking anything needed to prepare feed for animal, and storage of cultivated products before they are marketed.                                

- Transport cooperative: having all kinds of commercial vehicles for transporting not only its agricultural products, but also the goods purchased for the Moshav.            

- Marketing Cooperative: the Moshav markets all the produce by the members of the Moshav, trying to get the highest possible return, and moving to members the highest possible part of the payments obtained. 

- Credit and saving cooperative: giving all its members advances destine to cover family consumption of members. These are regular payments and are equal for all members regardless of their financial balance or their monthly production.                                    

The member of the Moshav obtains credit for agricultural production - for   fertilizers, seeds, tractors, fuel, foodstuff, etc. This is a short-term credit, repayable when a member markets products. The Moshav also gives long-term credit, for example, for the purchase of a tractor or for investment in the member's farm.          

The Moshav pays members, whose balances are positive, relatively high rates of interest, so that the Moshav is considered as well as a saving cooperative.                    

- Insurance cooperative: insuring public property including public buildings, fields, livestock, members themselves and their houses, vehicles and tractors.                  

- Construction cooperative: being exclusively responsible for the construction of any public or members projects.                                                             

- Water supply cooperative: digging wells, putting in and maintaining the water supply network. 

- Agricultural and technical services cooperative: with a centre where members can borrow agricultural implements for their operations at reasonable charges according to the period of the utilization. The Moshav has a fuel station and mechanical and electrical repairmen for cars and tractors, as well as welders, blacksmiths, etc.

- Accountancy cooperative: preparing the accounts of the cooperative as a whole, and also a monthly account for each member.                      

- Pension cooperative: providing a pension fund for its members.                           

The Moshav is a real multi-purpose cooperative, but it is not only that. It is also a special organization dealing with every aspect of life of its members.                     

Moshav takes care of the education of its members, from young children to old people, and caters for cultural activities, youth development and sport.

The Moshav member celebrates holidays together and engages in many other social activities.  Above all, the Moshav is a society where mutual responsibility is the basis of all its activities.

Eliezer Jaffe, father of the Moshav ideas and principles, and one of the founders of the first Moshav, Nahalal, wrote a pamphlet in which he set out the basic, economic and social principles of Moshav society.

These are the principles:

Individual undertaking: - each member of the Moshav has s own agricultural holding from which he obtains s livelihood. He personally undertakes the responsibility for s farm.

National land: - Land is given to the Moshav on lease for a period of 49 years and the Moshav leases it to the member on the same condition.  The member's right to the land is conditioned to s cultivating it. The size of the parcels of land given to members of the same Moshav is uniform.

Self-labor: Each member-farmer works the land with s own physical labor and that of s family, with no recourse to the ring of labor, which may lead to exploitation of others.

Thus, the Moshav farmer has to live from the net income of s own work, not from that of others,

Mutual aid: The Moshav takes care of its members if in need, provides communal services and cultural activities and looks after the education of their children.  Mutual aid among members means that the spirit of cooperation replaces the idea of competition; thus labor sharing is practiced when a farmer cannot work for reasons of health or army service.

Cooperative supply and marketing:  All the farmers are members of a cooperative registered according to the law. This association is the body organizing the economic life of the Moshav, which in itself is a multi-purpose cooperative, its main task being to supply all the member's production needs and to sell products.  As a producers' cooperative, it arranges the marketing of the products and the activities required for that purpose, such as milking station, stores, sorting and transport installations. As a consumers' cooperative retail organization, it provides foodstuff, clothing, shoes, various household utensils and all inputs necessary for the Moshav and its livestock.

The Moshav is therefore an agricultural cooperative society, a complete rural unit, whose aims are:  to organize and to direct the members of the Moshav to live as farmers, working individually, with private owned property and receiving income from the sale, by the cooperative, of its products.                                                                    

Further discussion of what is Moshav

What is a Moshav?  A Moshav is a village and a multi-purpose cooperative.  There is a complete identification between the village and the cooperative.  To make matters simple, we may say that a person who lives in that village is necessarily a member of the cooperative and if we encounter a person who is a member of a multi-purpose cooperative, which is a Moshav, we know that he necessarily lives in that village.  Thus village equals multi-purpose cooperative, but it is not the only reason why it is a Moshav: Tit is the most advanced multi-purpose cooperative integrated with the village.  In the village we find all the municipal services such as: education, culture, leisure, health, youth, sport, gardening, religion, roads and refuse, hygiene, public lighting and old age facilities.

Our conclusion is that in the Moshav, the person who is the village head is at the same time president of the cooperative and both offices are held by one and the same person.  At this stage we have to emphasize an element, which characterizes the Moshav:  the Moshav is a community with all that it infers.

We can judge the community structure of a Moshav clearly when reviewing some of the basic principles of community development and organization.  A central aim is to create the maximum identification of the members of the community with the community, based on their will to live in and be a part of the community.  Participation in the activities of the community must be voluntary and apply to all facets of life of the community.

The individual can develop because he has faith in what he does and in s capacity to solve the problems facing m.  Of course, democracy is a necessary condition for all successful community action, where everybody is entitled to act according to s beliefs, to progress and to contribute s best to the community.  Community development aims at influencing the environment and the situation of all. All these principles of community development are shared by the Moshav.

Let us go back to our question: What is a Moshav?  We have just seen that we find in the Moshav four main elements: a multi-purpose cooperative; a village, which is identical to the cooperative; all municipal services; a community.

Do these 4 factors together make up a Moshav? No, there is a very important characteristic missing without which there is no Moshav.  It is the mutual aid and responsibility that exist in the Moshav and among its members.  This factor has two aspects.  One of them is the socialist spirit of the Moshav where each member individually and the Moshav as a whole, are ready to come to the help of any member who has material, social or family problems.  The other aspect is the mutual responsibility of each member for all financial transactions of the Moshav.

The person in charge of the mocha’s finances, knowing that he has that kind of guarantee, can fulfill s functions more easily and effectively.

The above 5 factors together constitute a Moshav.

3. DEMOCRACY AND ORGANIZATIONAL STRUCTURE 0F THE MOSHAV

The Moshav is a cooperative where the highest authority is the General Meeting. All the members participate at the General Meeting and every member has the same right to vote (only one vote each), and to be elected.

The General Meeting is where member can expresses views freely. It elects the various institutions of the Moshav. It approves new members and takes decisions on basic problems. It is a body, which controls, regulates and balances the executive institutions of the Moshav. The General Meeting was, during years, a very active body in the daily life of the Moshav. Years have passed by and people have shown less and less interest in participating actively in the ongoing discussions of the General Meeting. Ordinary members began to feel that in many cases the General Meeting was a rubber stamp for decisions, which had already been taken in the council or in the managerial board. The center of activities had moved to the council.

The council is the second most important organ of the Moshav. It has meetings every 3-4 weeks and it discusses the current activities of the Moshav as well as matters requiring wider backing. It discusses investments, managerial budget, social and economic matters, quotas etc.

The council used to be composed of 15 members who are elected directly by the members, in a ballot box, for a period of two years. This period intends to give them time to acquire experience, and to have a better view and a greater consideration of what appears on the agenda of the council. Procedurally, each year half of the members of the council stands for re-election and additional members are elected. The enlarged council came into being because many important decisions, which were to be decided by the General Meeting, were not made through lack of members' participation. It was therefore decided to enlarge the council in order to make it more representative.

The other 8 members of the council are the heads of 8 different committees - 4 are economic committees - for cattle, poultry, plantations and flowers, and 4 are committees of a social nature - youth, education, culture and social affairs. The members also elect the committees each year, and members serve for a period of two years.

Each committee consists of 5 members (2 or 3 of whom are for re-election each year), and appoints from among themselves a chairperson responsible for the committee activities. The several committees in the Moshav including: cattle, poultry, plantation, flowers, taxes, consumer shop, insurance, education, culture, sport, youth, women's affairs, health, religion, improvements, projects, water supply, drainage etc.

The council nominates 5 of its members for the establishment of a management board to lead the Moshav. The Management board will appoint one of its members for the position of Secretary General, and he is the only one to be paid.

One more supplementary body exists as well and it is the managerial team. It consists of the Secretary General of the Moshav, the Treasurer, the Chief Accountant and the Farm Manager of the economic activities. The authority of the managerial team is in fact the individual responsibility of each member of the team? It is not an elected body and its authority is not specified in the statutes or by laws of the Moshav.

The importance of this team depends on: 

1. The ability to tackle the various responsibilities. The 4 members of the team are responsible for different fields of activities and their roles are not defined in details, but depend mainly on the persons themselves. Thus, only through the efficient and cooperative work of the team can the 4 sides of the rectangle emerge and if, there is a subject or a certain project to be decided, the team represents the different points of view of all its members.

2. Passing information regularly between all 4 members of the team.

3. Clarification of subjects on a preliminary basis, before managerial board discussion is needed. In order to find out if there are sufficient points for the managerial team to consider, and if so, what are the subjects and their quantitative values, such as:             

- How to sell calves.         

- Rate of interest on credit and saving.

- Interest rate to charge departments.

- Different sources of credit to animal feeding center.

- The functioning of the feeding center in the Moshav.

4. An overall view of the current situation and of proposed changes in the economic sector of the Moshav.

The managerial team started to function from the time that the management function devolved to the 4 persons, so that meetings became essential.

Operational difficulties:

a) It is difficult for each of the members of the team, because of an overloaded schedule, to participate more than a wkly meeting and apparently this is not enough.

b) When there are too many directors, a certain fling of frustration develops because none of the members of the team, except perhaps the secretary of the Moshav, to whom is delegated the highest responsibility of the Moshav, operates at the level where the important decisions are taken.

c) There is no overlapping among the members of the team in functions as well as operations.

3.1 The Various Components of the Democratic Structure of the Cooperative
Management Board.                                                                     

This is the highest operational elected institution with the secretary being its main representative and of course one of its members.  Everything, which is done in the Moshav, must be approved by the Board. 

Since members of the Board are not appointed and are not paid, the time they can assign to meetings is limited. Then only a small part of the subjects are discussed in the Board's meeting. In fact, everything that the Board has not decided is subsequently decided by the secretary.  Every member of the Moshav has the right to present matters (Personal problems, farm problems or public problems) to the secretary for discussion in the Management Board.

If the member is not satisfied, he may bring the question to the council and even to a General Meeting. 

The duties of the Management Board include:

- Approval of contracts and assignments,

- Engagement and firing of workers,

- Social problems,

- Policy matters,

- Managerial responsibility,

- Investments in members' farms,

- Transference of farms,

- Social problems: adjustment to changing conditions,

- Future activity in the Moshav,

- Activity of committees,

- General management.

Problems

1. Members of the Management Board are "blind" and depend on the secretary for the wav he brings and presents the issues. So, the main problem is who is to he the secretary, because if he brings forward important issues with incomplete - even false information, then the decision arrived at will either be wrong or with no connection whatever to reality.

2. The management has an overall responsibility for things, which happen even if in fact they are not directly responsible. They decide on matters, which the secretary puts into practice.

However, if the secretary fails, the Management is responsible for that failure and it has the responsibility for things that go wrong.

3. There is a contradiction between the desire that the management will be as much as possible representative (branches of activities, ages, generations, social groupings) and the need for the Management Board to work together harmoniously. The contradiction between the representative function and the desire for maximum cooperation has to be resolved in order to let the secretary coordinate activity efficiently.

4. To what degree is there a correlation between decisions and practice? The work of the management is on two levels.  One may be slightly easier, to the extent that there exists possibilities and willingness to give priority to the decisions application. On the other hand, it is possible for the Management to take decisions knowing beforehand that it will not be able to put them into practice? All this is to pay attention not to create too big a gap between decisions and practice.

5. Good management policy, i.e., to see the correlation between actions and their consequences in the future.  It may be described as to what degree each tree in the forest can be seen and the possibility not only to see the forest as a whole, but each tree as an integral part of that forest.

COUNCIL

1. The Council advises the Management and decides on important issues, which need decisions in a wider forum than the Management Board.  These decisions are initiated from above by the Management.

2. Social problems, which are not satisfactorily solved by the management board are submitted to the Council by the members, i.e., initiated from below.

The advantages of the Council:

- Based on members knowing each other members in the council. This is a relatively stable body and every member has more personal responsibility. In the General Meeting, the member feels no personal responsibility when s/he votes. In the Council the members are more closely involved.

- Today the Council has become more like a junior General Meeting or even a substitute for it, because it does not function in the classical way as it once did. Then, the Council was supposed to be a kind of enlarged managerial board, but it became a sort of substitute for the General Meeting and could be regarded as a minor General meeting.

- In the Council there are more varieties of opinions, than in the management board, and it has more public backing, mainly because of its enlarged membership.

- But in the Council there is not the same discretion and personal approach to members' problems as there exists in the Management Board.

The Annual General Meeting

The highest authority of the Moshav.  Every issue can he presented for discussion in the General Meeting, but very few subjects are in fact discussed.                                  

(a) People are not ready to reveal themselves to such a big indeterminate body like they may do in front of a Management Board or Council.                                                                    

(b) The age of mass communication coupled with the desire to strengthen the family unit make people less interested in spending time at General Meetings.

(c) As cooperative the Moshav has become more and more heterogeneous in all walks of life, in branches of production, in fields of interest, in economic situations, in social ranks, it has become difficult to get people together for a specific item.                               

(d) A General Meeting may be more successful, however, if a suitable day is chosen when there are not interesting T.V. programs or excursions, etc.; the agenda not monotonous and the points at issue interesting in order to encourage the members to keep away from the T.V. sets.  

- Good management of the meeting by the chairperson is anticipated and there is a good opening of the session.

- There is a positive approach by the chairman to the participants including a courteous and encouraging attitude towards participation.                                                    

The Moshav Departments

Structural organization of the Moshav can be analyzed by dividing it into different parts of the cooperative. These are:

1. The Sales Department: which engages in selling the milk, eggs, hens and turkeys, vegetables, fruits, citrus and flowers.

2. The Production Department; which includes the fodder mixing center (including fertilizers and insecticides), irrigation, agricultural machinery, transport, incubators and agricultural extension and training.

3. The Administration Department: which undertakes financing of production, farming, credit, and accountancy and general management.                                                         

4. The Consumers Department: which includes the retail shop supplying the members with vegetables, grocery, milk products, clothing materials and technical products needed for   dally life.

5. The Municipal Department: which deals with education, culture, leisure, health, security religion, hygiene, roads, lights and drainage.                                            

The Secretary General who is also the chairman of the management board of the Moshav is responsible for the operations of the village.  He supervises the activities of the meeting of the management committee and he brings forward most of the issues which are on the agenda. 

The day-to-day management of the Moshav is carried on by the secretary and managerial team, comprising the farm manager of the Moshav economy, the treasurer, and the chief accountant.  These three need not be actual members of the Moshav and they may be paid employs.

Management team responsibilities

Every member of this team is responsible for another group of committees.                     

The secretary of the Moshav has an additional responsibility for committees of a social nature, education, culture, sport, youth, health, third age, religion.                        

The chief accountant is responsible for the functioning of the accountancy and taxes committees. 

The treasurer is responsible for the committees of finance insurance and investments. 

The farm manager is in charge of coordination of the economic committees such as farm, cattle, poultry, plantation, flowers, drainage, infrastructure and security. 

The secretary general of the Moshav is appointed to his office by the management board and in practice is the only person responsible for what is going on in every field of activities of the Moshav. He is however, more particularly involved in human problems of the members and of those who are employed in the Moshav. He represents the Moshav in various institutions such as regional slaughterhouses, packinghouses for flowers, oranges and   avocados, regional purchasing organization, ministry of agriculture and several marketing organizations. He is the person primarily responsible for the operation of all the Moshav departments. He proposes the socio-economic policy of the Moshav and its planning, execution and evaluation.                                                                               

The treasurer is responsible for the financial management of the Moshav. He keeps contacts with the banks, and other financial institutions dealing with credit, and he is responsible for collecting money and paying debts on behalf of the Moshav. He represents the Moshav in different economic institutions.  He is responsible for insurance matters. The treasurer is involved in financial planning on an annual and monthly basis.

The farm manager of the economic activities of the Moshav is responsible for various day-to-day activities. He is in charge of the infrastructure projects, such as roads, drainage, bridges, electricity and public gardens.  The farm manager is responsible for planning and execution of projects in general, as well as for each of the members.

He is responsible for departments such as the center for purchasing cattle, incubators feeding center, dairy, etc, sorting center, mandarin sorting center, the technical store and the water and irrigation center.  He is also responsible for the public tractors, the center for ring agricultural implements, the fuel station, the liquid fertilizers distribution center, and for the technical staff, auto and tractor mechanics, electrician and welder. He is responsible for public maintenance, the cemetery and the Moshav, general ecology.

4: FINANCIAL ASPECTS OF THE MOSHAV 

Analysis of the financial situation of a typical Moshav starts with its level of incomes and outgoings.                                                                               

The first consideration is to examine income from its different branches including income from sources other than farming. Then, the total expenditure of the Moshav is examined. The surplus of income over expenditure forms part of the available financial resources of the Moshav. The treasurer of the Moshav calculates the overall financial commitments for the current year and then he checks the resources available to cover these activities, such resources including the net income of the Moshav and external resources of credit which will be dealt with later.                                                              

There are important features of the financial situation of a given Moshav worth noting, and we take them as an example. The surplus of this Moshav, which is about 3.2 million shekels, is only 8.5% of the over all income. In former years, the surplus of this Moshav reached a level of 20 - 25% of overall income. In that period in Israel, the eighties existed a very high annual rate of inflation. This phenomenon of decline in net income over turn over, exists because of the fact that the Moshav was based mainly on branches, which were capital intensive, such as poultry and cattle breeding which accounted for 70% of its total income. These branches, because of their capital-intensive nature have suffered from inflation much more than branches of a labor-intensive nature, such as plantations, flowers and vegetables. In a Moshav whose economy is based on labor intensive branches, the ratio between the net surplus and the total income is about 30 – 60%, but this type of Moshav is more vulnerable to the problems of hired labor.

The financial statement reveals a situation, which causes the treasurer of this Moshav to take loans from different sources to the total of 5,917,500 Shekel in order to provide the resources for the Moshav for all its proposed activities. The various ways of utilization of these financial resources will be dealt with later. The treasurer of the Moshav prepares an annual financial plan. In this plan he takes into consideration all the anticipated payments during the coming year. Then, he prepares a list of all the available financial resources including incomes, savings and loans. 

After preparation of the annual plan, the treasurer divides it into monthly programs. This division enables the treasurer to check for himself in which months the total income will be enough to cover expenditure, in which months he will have surpluses and when he will have financial difficulties. In practice, the treasurer works on the basis of a three-month program, which enables him to take a broader view of the financial situation.

There are branches such as cattle, eggs, turkeys, meat, etc, where production is continuous all through the year and their income is regular and almost equal each months. There are other branches, such as flowers, vegetables and plantations fruits, which are seasonal, so, as results, some months are without any income.    Another item of income is returned V.A.T. There are months when the tax on inputs is higher than that of outputs. In these cases there is a refund of V.A.T. to the Moshav. There are other little sources of income earning from branches such as mushrooms, vegetables and bees.

Another part of income comes from non-farming sources. Most important are loans. There are different types of loans and they differ from one another by their conditions, sources designated purposes. Leasing loans, which are related to specific projects, are those for farm investments. These investments need to be approved by the Ministry of Agriculture before loans can be granted. The Government finances, with low interest credit, the total turnover expenditures, the production of turkeys to be exported, as government encourages other export. The amount of this loan depends on annual production. Conversion loans are given to the Moshav for farmers who are in financial difficulties be after making heavy investment in their farms, and until cash flow would be more positive, and as a results of need for increase amount credit, or difficulties caused by galloping inflation.  Another source of credit is a debtor business account in the bank. The treasurer tries to divide these business bank accounts among different banks in order to have more flexibility in manipulating the flow of the Moshav’s current cash.

The regional purchasing organization enables the Moshav, one of its members, to purchase most of the components of feed for the livestock of the Moshav, on very good credit and interest terms. The regional purchasing organization serves all the Moshavim of the same region with a range of economic activities. This organization also undertakes the establishment of various cooperative regional enterprises as slaughterhouses or packinghouses for agricultural products. The organization «Mishkei Tnuat Hamoshavin" (The Economic Arm of the Moshav Movement) is a purchasing organization on a national level belonging to the Moshav movement. This organization applies to its members, the Moshavim, a rather low rate of interest, since it is a powerful organization with a very high volume of purchases. 

The wages paid by the Moshav are for the non-farmer members and for workers employed by the Moshav or by the individual members. The Moshav has a pension fund. Members make monthly payments to this fund in order to provide for their needs when they would reach retirement age. 

5. CREDIT AND INTEREST IN THE MOSHAV

In Moshavim where the cooperative framework functions efficiently, members are usually not using cash money in most daily activities, and they are debited in their personal debit accounts and are credited with their personal credit accounts in the Moshav accountancy department.

The credit and interest systems in Moshavim have changed with time. The system, which was common in the majority of the Moshavim, was called "equalization of interest rates", in other words, each member pays an average rate of interest for the whole of his commitments, and not a variety of rates for different loans. This system worked very well when inflation rates were "normal" and different sources of credit attracted a low nominal interest.

But, from the beginning of the eighties, the terms for credit and interest in the national economy have practically changed. The system of directed credit (i.e. for specific purposes) produced another sort of credit with low interest for projects like drainage, new plantations, houses, cattle and poultry sheds.  Galloping inflation has exposed large gaps between the rate of interest that the members of the Moshav pay, and the commercial rate of interest in the open market.  Even nowadays, there are different forms of "cheap" credit.

Cattle branches receive special credit terms for the purchase of fodder; turkey branches enjoy similar privileges for the purchase of chicks and fodder and also special credit to encourage exports. Plantations and flowers also attract a low rate of interest. Other credit of this nature is given to projects, such as drainage, irrigation, tractors, and infrastructure.

1. The System of Equalized Interest Rates: 

The total of all the interest that the member pays during the current year is charged to his debit account at an average rate, regardless of various sources of credit. This fact brings about a rate of interest, which is much lower than the commercial rate of interest. The system has some problems:

- There is an economic distortion between what goes on inside the Moshav and external priorities, and which leads to the same interest rates for both production, and consumption purposes.

- Interest rates are subsidized as a regular practice.

- Capital erosion occurs for members who enjoy a good economic situation.

- There is social pressure from members to seek credit for buying more consumer goods.

- Credit allocations criteria are not objective.

The system has also some advantages

- There is a better control by the cooperative over the sources of credit and their allocation. For example: the Moshav has received from the Ministry of Agriculture an allocation of credit for 4 green houses. Generally the government gives this credit to members individually, which means that it would have been given to four different members of the Moshav.

But with the current system, the Moshav can arrange its own internal program to build 8 green houses for 8 members by using the Ministry's credit, supplemented by other credit which is made available by the Moshav.

- Simplified accountancy.

- Massive support for agricultural units whose balances are in debit and which therefore have financial difficulties.  As previously mentioned, this is done through lower rates of average interest inside the Moshav despite the rate of inflation in the national economy.

With this system 70% of the total interest charges are debited to the members accounts and 30% of it is borne by the different departments of the cooperative, such as fodder store, transport, technical center, consumer shop, dairy, incubators, agricultural machinery, irrigation, etc.  The interest which is payable by these departments reduces the income from production and is thus a contribution from all the farmers (even those who do not have debts), to cover the Moshav's total liabilities.

2. Another system of credit and interest existing in several Moshavim is that of direct credit to the member. The member's account is charged according to the bank rate, the purpose of the credit and its nature (rate of interest and duration of the loan).

This system has the following advantages:

- Credit comes to the Moshav, as is the case outside of the Moshav, according to priorities and criteria of external factors, such as the policy of the Ministry of Agriculture.

- Consequently, adjustment of the Moshav's internal credit system to the external system.

- Allocation of credit according to objective criteria.

- Less social pressure for over consumption by members.

- Encouragement of production and restriction of consumption, because, for consumption, there is no direct credit, so it will be charged the normal expensive rate of interest.   

This system has the following disadvantages:                                                

- The cooperative finds it difficult to be flexible enough in its policy of development. 

- There is no possibility of supporting agricultural units, which are in temporary difficulties.                                                                                                              

- The cooperative as a cooperative becomes less powerful than its individual members.            

- The financial system of the Moshav becomes very rigid.                                    

3. Another system of credit, which tries to combine the two systems referred above, is that of allocating credits separately for production and consumption.                           

All credit, which the member needs for production, is charged at a relatively low rate of interest. The rest of the credit, i.e., consumption credit, is charged at a highest rate interest of the Moshav.  This system influences the conduct (economic and social) of members in monetary matters, by encouraging production and by making consumption very expensive.  It greatly helps agricultural units in economic difficulties.  The cooperative always considers internal influences in allocating the credit, not external conditions.     

This strengthens the cooperative and gives it the possibility of controlling the activities of the Moshav.                                                                   

The disadvantages of this system are:                                                        

- Distortion in the allocation of productive credit (the same rate of interest to all the   branches, even to those that may not need any assistance).                                

- Interest is subsidized by an amount of money, difficult to assess.

- Erosion of capital.

- Social pressures occur for indiscriminate investment in production without regard to need or desirability.

- Allocation of credit is influenced by external priorities.

These are three systems of credit and interest, which may be found in the Moshav. It is very difficult to state categorically which system suits which Moshav.

6. MUNICIPAL AND INVESTMENT BUDGET

The Management Board is the body responsible for approving the different financial outgoings of the Moshav. The committee receives its authorization for that purpose from the Council. The Council approves the various budgets and then the Management Committee approves the day-to-day budget items.  The municipal budget of the Moshav constitutes a financial framework for the whole expenditure involved by living together in one rural community.

The municipal budget is therefore a framework for the local Management of the Moshav. Every year the managerial board brings to the council a budget proposal comprising all the detailed items of expenditure and income. The proposal includes 3 columns. The first one refers to previous years' budget; the second one shows what was in fact carried out, and the third one contains proposals for the coming year. The new proposals take into consideration what was carried out during the previous year, the continuous rise in prices and the financial ability of the Moshav to carry out future tasks.

The different items in the proposals are explained as follows:

- General Management: one part of the salaries of the                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     secretary, accountant,  and  cleaning staff comes from this budget; the second part is included in the general expenses of various branches of the production, as well as maintenance cost of the offices, accommodation and electricity, printing, travel etc.

- Sanitation: Salaries, insecticides, garbage collection, etc.

- Roads and Drainage: Maintenance of roads and renewal of the drainage system in the village and in the fields.

- Security: Salaries, roads, lighting, shelters, security vehicles, fire brigade, etc.

- Public Gardens: Salaries, equipment, maintenance of public buildings.

- Cemetery: Salaries, development and materials.

- Cultural Center: Salaries, electricity, cleaning, travel expenses cultural activities, excursions, movies, etc.            

- Memorial Center and Archives: Salaries, cleaning, maintenance and                                                                                             electricity.

- Library: Salaries, purchase of books, cleaning.

- Sports: Maintenance of stadium, regional activities, electricity and cleaning, etc.

- Health: Medicines, transport for mothers and babies, up keeping and maintenance of clinic.

- Religion: Salaries, maintenance of synagogue.

- Education: Salaries, high school, examinations, summer camps, excursions from school, kindergarten, study material.

The total amount of the annual budget will be collected from the members equally. This is one of the methods for collecting the necessary amount. It operates in this way because of the fact that each member of the Moshav enjoys the services of the municipality equally during the year, therefore each member or farm unit pays for these expenses equally each year.

There are Moshavim where the system is different. They claim that in fact the Moshav is a socialist society where the strong helps the weak, so participation in the municipal budget should also remain on this level of common justice, members being charged according to income. The municipal budget is intended to cover municipal expenditure and this expenditure relates to local management of the Moshav only.  But the managerial system of the Moshav serves not only the municipal needs, but the agricultural branches and the Moshav department as well. So, part of the general expenditure on management is debited to these branches and departments.                                                                                 

6.1  GENERAL EXPENDITURE ON MANAGEMENT 

- Salaries for management including secretary general, the treasurer, the farm manager and the chief accountant.

- Accounts Department.

- Expenditure on general wages.

- Auditing & Income Tax.

- Office Expenditures.

- Legal expenses.

- Insurance expenses.

- Car maintenance including interest and depreciation.

- Computer expenses.

- Interest payments.

These expenses are debited to branches and departments. The calculation of how much to charge is based on the cooperative principle, which says that each branch pays proportionally the expenses, according to its participation in the economic activities of the cooperative. In fact, each branch pays about 1% or 2% of the turnover to cover the total general expenditure. The rest of the amount is charged to the accounts of the different departments of the Moshav according to their turnover as a proportion of the general turnover of the cooperative. The Moshav, of course, can decide what different proportion each department may be charged in order to backup any agricultural branch, which is in difficulties.

6.1.1 ALLOCATIONS OF GENERAL EXPENDITURE TO THE DIFFERENT DEPARTMENTHIS AND BRANCHES OF THE MOSHAV 

Branch or Department:

MILK

EGGS

CATTLE

TURKEYS

CITRUS

PLANTATIONS

FLOWERS & VEGETABLES

FODDER CENTER

DAIRY CENTER

INCUBATORS

RETAIL SHOP

OTHER DEPARTMENTHIS

Another decision which the institutions of the Moshav take each year relates to the investment budget of the Moshav.

The proposed program of investments, after being approved as a framework for the annual financial activity of investment. The budget is divided into two parts: the Moshav and the members. The budget is prepared by the secretary and the farm manager.  Preparation starts when those responsible for the various committees and the various departments present their proposals to the farm manager, after which once more a review is undertaken by the managerial team, (e.g. secretary, treasurer and chief accountant).

6.2 PROPOSED BUDGET FOR INVESTMENT FOR THE MOSHAV

CULTURAL CENTER, CEMETERY, CATTLE BRANCH, IRRIGATION SYSTEM, GENERAL MAINTENANCE, SECURITY, GENERAL MANAGEMENT, ARCHIVES, ACCOUNTHIS DEPARTMENT.

Investment Budget in detail:                                                           

Cultural center: 50 new seats                                                

Cemetery:   New pavement and cement tiles - addition to Irrigation system

Cattle branch: Silo for poultry manure. New road to the silo, night lighting for the silo, cement surface to the silo

Irrigation System: Purchase of pipes and renewal of used pipes. Purchase of automatic water control system and of water meter.

General Maintenance: A center for liquid fertilizers including 2 plastic containers, surface pump pipes and meter 

Security: Mobile microphone.                                             

Management + general: Automatic telephone center - new truck, new swimming pool, photocopier, and maintenance of public housing.

Archive: Slide projectors - electric heater - documentary film – cassette.

The managerial team also prepares proposals for investment in member’s farms. The members prepare their claims and demands for the year. Their demands are considered first by the managerial team and then by the management committee. Consideration is given mainly to the economic situation of each member, but social considerations are also included. Factors considered are the ability of the member to utilize the proposed to utilize the proposed investment efficiently, his ability to run the farm efficiently and to work together with his family harmoniously towards the proposed expansion. Consideration is also given to the needs of the Moshav in the branch, to creation of new branches and to the overall ability of the Moshav to finance all the projects.

6.2.1 INVESTMENTS IN MEMBEBS FARM:

- PLANTATION 5 hectares of avocado, citrus, persimmon.

- TURKEY SHEDS - 6 sheds. 

- ONE ADDITIONAL CHICKEN HOUSE (1000 M2)       

- RE-MODELLING OF one CHICKEN HOUSE (air-conditioned)

- EQUIPMENT FOR CATTLE

- MISCELLANEOUS CONTINGENCIES                 

As mentioned before, these subjects are submitted for approval by the institutions of the Moshav and the managerial team is responsible for spending the money according to the program and its practicability. The financing for these investments comes from various sources:

1. Internal capital

2. Institutional credit

3. Bank credit

4. Suppliers credit

5. Other credit

a. Self-Owned resources: This is the surplus, which comes from the annual production program and is the most reliable source of credit.

The owned capital cost less. Consideration is given to alternative uses   outside interests when allocating the credit. This capital is always available and, subject to resources, there are no restrictions. The amount of the capital depends on the net surplus of the farmland on the decision of the members on how to use this surplus, for example, in the following ways:

- Total consumption of the surplus,

- A minimal consumption of the surplus and investment of the major part in the farm.

It is reasonable to expect rational behavior from the farmer in the case of a well-established farm, where the anticipated need for new farm investment is minimal otherwise, he would probably consume most of s surplus. In the case of a new farmer with a developing farm, he would probably consume as little as possible and re-invest the majority of hiss surplus in his holding.

b. Bank and Institutional Credit: This credit is given by the different institutions as part of arrangements and approval by the Ministry of Agriculture which gives special purpose credit for the various settlements.  Each Moshav can also have an arrangement for overdraft with the bank, and this arrangement is one factor of its annual production. All these types of credit have a low rate of interest.

7. Summary.

The Moshav, a rural cooperative, is an example of a cooperative created and founded in Israel. It is a unique model of a multi-purpose cooperative existing only in Israel, and only in particular circumstances. The importance of this paper is by bringing the information to the reader, as well as proposing some components of this model as a basis for learning how a rural cooperative may function correctly and efficiently. 
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