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Chapter S ix
Fencing Services Co—op

I. Introduction

The material in this chapter is based on fieldwork executed in
Harare, Zimbabwe in Janua:y 1990 . Primary research was conducted
in both the Collective Self-Finance Scheme (CSFS) and in Fencing
Services Cooperative Society (FSC). The CSFS is a scheme
established by cooperatives for cooperatives. This unique form of
organisation was founded in 1988. It is the only known finance
scheme in Southern Africa established, organised, and controlled
by cooperatives for the benefit of such enterprises. FSC.is a
manufacturing cooperative formed in 1983 by ﬁorkers who tookvover
a capitalist firm. It is one of the founder member co-ops of the
- CSFS. FSC manufactures fencing material and wréught iron gates,
and erects fénces; It is one of the first industrial cooperatives

to be formed in Zimbabwe.

In this introduction we provide, briefly, tﬁe socio-political and
economic context in which cooperatives exist in Zimbabwe. We
begin with a brief overview of the political econony of the
country, the nature and role of the state in Zimbabwe, and state
policy on cooperatives. We proceed with a review of some of the
literature and debates on the nature and role of the state in

COQperative deve lopment.

The focus on the state is important since, unlike in South

Africa, the Zimbabwean state has made some commitment to support
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co-ops. Since many observers including those involQed in the co-
op movement in Zimbabwe have defined the state s commitment as
simply rhetoric, and since the evidence indicates that the state
has made few concrete steps in support of co-ops, it is important
to examine the disjuncture between the étate's promises and its
actual practice. In this regard we review briefly some of the
literature and debates on the topic and offer an alternative
view. Later in this chapter we address the relationship between

the state and FSC.

Furthermore, in this introduction we provide a brief history of
the cooperative movement in Zimbabwe and an outline of the place
of co-ops in the economy and of their general organisational

structure.
A. Brief Overview of Political Economy of Zimbabwe

" Questions regard;ng the political economy of Zimbabwe are highly
debatable. Some authors argue that the Zimbabwean economy is
socialist, others argue that it is an economy in transition to
socialism, while still others suggest that it is essentially a
capitalist economy. The author i? in agfeement with the latter

view.

In this work Zimbabwe is seen as a capitalist society. The bulk
of the country’s major productive property is privately owned
with production being for private interests, in the pursuit of

profit, through the employement of wage labour. Furthermore,
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self-managed cooperative enterprises play a marginal role in the
economy and despite promises made, such ventures have received

little attention from the state.

The state interveheé in the Zimbabwean economy. Firstly, it
intervenes to provide soéial services such as education and
health servicés; in the context of Zimbabwean conditions of
extreme material inequality and of the independent state s need
for political credibility, such intervention is necessary.
Secondly, the state, as a social relation of domination which
organises and maintains the existing social system (iﬂ the case.
of Zimbabwe, a capitalist system), intervenes by providing
protection from external business competition and from thellabour

force .

In addition, it provides services and infrastructure necessary to
a capitalist economy. The Zimbabwean state s use of fhe Labour
Relations Act of 1985 and its repression of. the strike wave
during 1980-82 illusﬁrates,its role as regulator and protector of
capitalist‘social relations. The abové observations clearly
identify Zimbabwe today as a capitalistvéociety and eéonomy,
“"much like European we lfare-state capiﬁalism, but without the
scale of productive capacity needed to sustain it" (Stoneman and

Cliffe, 1989: 121).
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1. The Nature and Role of the State in Zimbabwe

There are several approaches to conceptualising the state in
Zimbabwe each of which have been a subject for debate. In
general, these approaches tend to focus on what the state ought
to be doing rather than on the reasons why ﬁhe state acts as it
does. Astrow (1983, cf Stoneman and Cliffe, 1989: 2 and Baumann,
11980: 2) explains the nature and role of the state in Zimbabwe in
terns of the_class character and interests of the state
personﬁel. He argues that the Zimbabwean petite bourgeosie, like
all such clésses, is inherently reactionaryAand objectively
incapable of pursuing anything other than their'own interests.
’This explanaiion implies that if the class character of the
government is petite bourgeois, the state is automatically non-
revolutionéry. Such an explanation, however, is essentially class
reductionist in its assumption that people s actions are
determined by their class‘positions. Furthermore, it ignores that
classeévexist in relation to one another and that people and/or

the state do not act in a vacuum.

Mandaza (19868, cf Stoneman and Cliffe, 1989: 2 and Baumann, 1990:
2) arguesAthat ‘impérialism',»perceived by him as struétural ‘
constrainis inherited from the history.of colonial capitalism and
the Lancéster House agreement, the IMF, the World Bank, South
Africa, and multinational firmé in particular, still dominates
the Zimbabwean social formafion. Hence, even though the state is
a ‘truly',rerlutionary state commitﬁed to the workers and the

peasants, it is unable to serve their interests because of the
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grips of “imperialism’ on the state. Such an approach fails to
recognise the impdrtance'of domestic struggles and socio-
political dynamics and their impact on the nature and role of the

state.

Both the abo&e—mentioned approaches provide an inadequate
understanding of the state and overlook the dialectical processes
involved in determining the nature and actions of the staté. A
Poulantzian view of the state as the condensation of a
relationshié of social forces and a site of struggle among thenm
alloés for a mo:e contextuaiised view of the state and its
actions, and helps to‘explain why the state acts in particular
ways in specific historical conjunctures. Such a perspective on
the Zimbabwean experience highlights the importance of examining
the historical development an& contemporary balance of social

forces which affect state policy and action in Zimbabwe today.

Since the bulk of economic resources are in the hands of the
capitalist‘class it has the power to force the state to serve its
interesﬁs. With the absorption.of state personnel into positions
of managing the state, the process of class socialisation and
class formation continues. The state pgrsonnel eyentually come to
see their specific roles as ends in themselves rather than means
to an end - a socialiét transition. In this way a bﬁreaucratic
class with specific class interests develops and work towards
socialism effectively goes out the back door. Further, social

forces at play within the liberation movement have had an
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influenoe on subsequent staté policy and action. The liberation
movement did not produce a radicalised political movement that
would combat capitalism:
The alliance of rural class forces underpinning the guerilla
struggle....was united in opposition to colonialism but little else There

Wwas no shared vision of the future beyond the recovery of land lost to the
whites (Phimister, 1888: 1).

Instead, the‘movemént and the local party structures were
dominated by rich peasants and shopkeepers. Poor peasants and the
numerically small industrial working class in Zimbabwe were in a
subordinate and weak position during the liberation struggle and
remain in this position today. These are the social forces to bé
reckoned with when’exaﬁining the state in Zimbabwe. The latter
perspective of the nature aﬁd role of the state is useful when
accounting for the state’s lack of practical support for co-ops.
We return to this issue in the section below on the state and co-
ops in Zimbabwe. In the meanwhile we focus on other aspects of

the context in that country.
2. Other Aspects of the Context

The Zimbabwean agricultural sector comprises only 13 percent of
the GDP (Stonéman and Cliffe, 1889: xv), however, it earns more
than 40 perceht of the country’'s foreign exchange while at the
same time it makes the country one of the few on the African
continent which is self-sufficient in food (Weiner and Khadani in
‘Mandaza, 1986, c.f. Baumann, 1990 5). The majority of

cooperatives in the country are involved in agricultural
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.produotion, marketing, and supply. According to Chitsike (1986:

L226); the total number of Agricultural Marketing and Supply co;
ops as estimated by July 1985 was 597. In addition, Stoneman and
Cliffe (1989: 116) estimate that there are about eight~hundred

" (800) active farming collectives in comparison to approximately

eighty (80) such enterprises in other sectors of the economy.

Next to South Africa, Zimbabwe is the second most industrialised
country in the Southern African region with manufacturing being
the core of industry. The manufacturing industry provides a major
portion of the staté's revenues: from 1980 ﬁo 1983 it contributed
52 percent towards export earnings (Ndlelavand Pakkiri c¢.f. |
Baumann, 1990: 25) The two main reasons for the relatively high
degree of industrialisation are the relative success of the |
mining and égricultural sectors and an early establishment of

some domestic control over the economy .

Success in the mining and agricultural sectors made demands on
>industry for their inputs, for example, mining equipment,
irrigation and tobacco-curing equipmént, and insecticides and
feitilisers. The ﬁajority of industry is privately owned and run
by whites, while there is some state igvestment in the cotton and
iron and steel industries. The Zimbabwean Iron and Steel Company
(ZISCO) is a semi-parastatal which expérts about 80% of its
manufactured goods. There are, however, also cooperative
enterprises‘in this sector of the economy. Figures provided by

Chitsike (1986: 226) indicate eight fishing, two hundred and
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fifty (250) industrial, and twenty five (25) mining co-ops by

July 1985.

According to Stoneman and Cliffe (1989: 151), Zimbabwe has "the
most sophisticated money market system in black Africa" with a
wide range of institutions. One of these is the Zimbabwe Banking
Corporation Limited (Zimbank) in which the government has direct
investﬁents of about 61 percent (ibid.: 151). The vast majority
of these financial institutions do not provide finance to Co-0PpSs
since these enterprisesigenerally have a weak capital structure.
Zimbank,'howevgr, has been providing finance to the member-

cooperatives of the CSFS since May, 1989.

Zimbabwe has a population of about 9 million (1988). The majority
of the people are black, with less than 2 percent of the people
being white and less than 0.5 percent classified coloured
.(Stoneman and Cliffe, 1989: 8). Uneméloyment has become one of
the main issues on the agenda of key social problems in the
country. The escalating process of urbanisation due to fewer
restrictions on people staying in towns and heightening pressures
on the land only barely lifted by the state’ s resettlement
programme, and the slow growth of employment combine to raise
unemployment levels. According to Stoneman and Cliffe (1989: 67),
the 1982 Census recorded 268 060 uneméloyed, all apparently in
thé urban areas, representing 10,8 percent of the total labdur
force. If the rural areas were added the actual number of |

unemployed people for 1982 would be much larger.

401



In his budget spegch in July, 1988, the Minister of Finance, Mr
Chidzero, estimated that theré were about 900 000 unemployed, or
730‘percent of the entire workforce. The scale of ﬁnemployement in
Zimbabwe is of a similar scale to‘that‘in South Africa. Moreovef,
in a post-indepenence context of a large increase in education
mainly at the secondary level 100 000 school—leévers each year .
will be éompeting for dnly 10 000 new Jjobs in the formal sector -
in the early 1990s. On the basis of anticipated trends of
employment creation it is estimated that by the mid-1990s the
annual shortage of jobs will be afound 250 000, making a third of
the labour force unemployedA(1989: 867, 68). These figures paint a
threatening picture of the growing problem of unemploymentrin the
country and could in the long run have important implications for
the cooperative moveéeﬁt.

B. Brief History and Overview of the Cooperative
Movement in Zimbabwe '

The material in this seétion is based mainly on the works of
Réger England (1987), Stoneman and Cliffe (1989), Brecker (1987),
an interview with Brecker in Harare in January 1990, and a
pamphlet on the formation of the Organisation of Collective

Cooperatives in Zimbabwe (1983).
1. Origins of the Cooperative Movement

The political momentum for the contemporary'cooperative movement

in Zimbabwe came from former combatants of both liberation armies
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(ZANLA and ZIPRA). It is from the experiences of these ex-
combatants in countries like Mozambique and Hungary, f&r exanmple,
and from discussions among them that the idea of forming
cooperatives originated. With the coming of Independence to
Zimbabwe, these people, who numbered approximately 37 000
(Breckef, 1987: 1) and who had relinquished opportunities to
acquire education, skills, and work experience, were competing
for scarce employment. The material reality of few Jjobs in the
formal sector and heightened.pressure on land in the face of the
government’'s choice not to expropriate commercial farm land
facilitated the implementation of the ex-combatants® ideas aboup

forming cooperatives.

Iﬁ addition to their realisation of the material difficulties
facing them, the ex-combatants were reluctant to return to
working in capitalist firms. This reluctance at times promoted
the development of anti-capitalist attitudes. Despite sdch
attitudes, however, these people‘had very little understanding of
and virtually none of the skills required for the process
involved in building a cooperati%e. This task was further
complicated by the capitalist context of the Zimbabwean societ&

and economy.
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2. Klements in the History of the Cooperative Movement

a) White Farmers  Marketing Co-ops

. The first ‘co~ops; in RhodeSia'wereVestablished»in the second
decade Qf this century.AThese are marketing co-ops fouﬁded by
groups of white séttler farmers. They are "cooperatives of the
exploiting class” (England, 1987: 1285. Such enterprises are
engaged in the colleétibn, transportation, and salesg of the‘
pfoduéé of ﬁhite farmers, and many of them serve as outlets for
the proviéion of farming equipment sﬁch as fertilisers and seeds.
Relics éf these enterprises exist in Zimbabwe today, for example,
" the }Farmers' Co-op’. This is essentially a large capitaliét
 enterprise which sells agricultural inputs to its members -

largely white commercial farmers - at discount prices.
b) African Peasants ~ Marketing and Supply Co-ops

- The second type of cooperative which existed in Zimbabwe before
Independence is the Marketing and Supply type established among
" small African farmers towards the end of the settler period.
VThese entefprises emergéa in the mid-1950s as part of the
colonial;state}s strategy to create a class of relatively wealthy
péasant farmers. These kulaks were allocated land on the ‘African
" Purchase Areas’. In order to‘make their individual farming
activities viable they needed methods of purchasing agricultural
inputs and of marketing their produce;'This gave'rise to the
| Marketing and Supply Co—opé which served the needs of kulaks who

continued to produce as individuals.
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These enterprises were the main type of cooperative in existence
at independence and have grown significantly in number since
then. By the end of 1985 more than 600 such societies had
registered (Stoneman and Cliffe, 1989: 114) and by 1987 these
organisations served more than 100 000 peasént‘farmers (England,
1987: 128). Stoneman and Cliffe (1989: 114) suggest that this
gro&th in the number of Marketing and Supply Co-ops is a result
of both the changed economic context and peasants’ endeévours to
produce for the market; and of government encouragement thfough

the Ministry of Cooperatives.

The Marketing and Supply Co-ops fit into a three tiered level of
organisation. At the local level the cooperative society to which
each farmer-member elects officials_is the ‘primary‘ cooperative.
‘?rimary societies are made up of farmers who-ﬁork as individual
producers, but join a co-op to benefit from shared purchasing and
marketing facilities. A collection of such societies in a
specific area are affiliated to a ;union’ of cooperative
societies which is made up of individual farming enterprises.
These ‘unions’® operate at a regional level. The unions'belong to
~an umbrella o:ganisation at national lgvel, namely, the Ceniral
Association.of Cooperative Unions (CACU). CACU is heavily
dependent on government services and foréign‘donor agencies. It
is assisted by the Frederick Ebert Foundation of West Germany and

U8 Aid (Chitsike, 1986: 14).
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Currently the strength of £hese cooperatives lies at the union
rather than at the primary or national level. In general terms
this implies that there isvlittle prospect for such co-ops
becoming effective organisationsz of peasant producers for the
purposes of defending their interests either at the grass-roots
or the naticnal levels. Peasants organised at the grass-roots
level might be able to contrél their own éffairs and their
relations with the market and the state. Furthermore, such
organisation at the national level could enable peasants” demands
to be heard alongside the effective national representation
achieved by the large commercial farmers (Stoneman and Cliffe,
1989: 115). The absence of organisatioﬂ at these two levels,
moreover, points to one of the weaknesses of the cooperative
movement in the power balance in society and the state, a matter

to which we return in the section below.
c) Collective Co-ops
(1) Distinguishing Characteristics

The cooperatives formed after independence are called
‘collectivés’ to distinguish them from the Marketing and Supply
Co-ops. The membership of the collective Cco~Ops comprises mainly
of unemployed unékilled and semi-skilled workgrs'(especially farm
workers), landless fufal poor people,'people displaced by the
liberation war, and demobilised ex-combatants. On the contrary;
the membership of the Marketing and Supply Co-ops are mainly

relatively wealthy peasant farmers. Furthermore, unlike the
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individual character of production among these kulaks, the
internal relations of collective cooperatives are characterised
by collective ownership and control of the means of production,
céllective labour, and the sharing of the proéeeds of production

(OCCZIM, 1983: 15}.

The relations of such enterprises with the capitalist market
(their external relations) demand that the collectives survive on
the same terms as any other capitalist enterprise. Hence,
collective co-ops must produce for the market in response to
forces of supply and demand. There are about 800 active farming‘
collectives with about 25 000 members (Stoneman and Cliffe, 1989:
1168). In addition, there are about éighty (80) collective
cooperatives'operating industrial firms, commercial enterprises,
and mines (1989: 116). FSC is one of these industrial

enterprises.

(2) The Organisation of Collective Cooperatives

Cn the basis of their collective nature these co-ops formed their
own . umbrella organisation independent of CACU, namely, the
Organisation of Collective Cooperatives of Zimbabwe (OCCZIM), and
published their own newspaper, namely, Vanguard. After several
meetings in 1982 in preparation for the launching of OCCZIM, and
after the State had; on two occassions, instructed the organisers

to cancel its founding conference, OCCZIM was finally formed in

September, 1983.
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The aims of OCCZIM are to promoté and unite progressive co-ops
(OCCZIM, 1983: 4) defined as collectively organised co-ops with a
socialist orientation (OCCZIM, 1983: 17}.'Furthermore, the aim of
OCCZIM is to represent the interests of such enterprises (OCCZIM,
1983: 13). It is for these reasons that England (1987: 136)
describes OCCZIM as an organisation (in formation) with an

"embryonic class consciousness'.

It is estimated that by March 1986 OCCZIM represented about one-
third of the approximately 800 active collectives in Zimbabwe
(Hanlon, 1986: 2 c.f. Brecker, 1987: 2). Despite this relatively
Alarge represéntativeness, OCCZIM’S embryonic nature meant that it
was organisationally weak and inexperienced in effectively
organising collectives. A further weakness within OCCZIM was its

bureaucratic character (Brecker, 1987: 21, 122).

In addition, since its inception OCCZIM and itz member co?ops
have relied heavily on financial assistance from foreign donor
agencies such as the Canadian University Service Ofganiéation
(CUSO), and local voluntary organisations such as Zimbabwe
Project (Bteckar, 1987: 3). For example, OCCZIM s board of
directors received their salaries frbm'CUSO; These financial ties
proved to be a double-edged sword. On the‘one hand, access to
‘donor finance facilitated the establishment of several
collectives while on the other hand, these ties eventually led to
dependency relationships between co-ops and the donors. In this

regard Brecker (1987: 17) describes OCCZIM az “prisoner of the
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donor agencies". This was in direct contradiction with OCCZIM's
aim to promote ‘progressive’, self-reliant co-ops (OCCZIM, 1983:

8).

Brecker s (1987) case study of the OCCZIM Mechanics Training
Programme reveals some of the mechanisms at play in the
development of this dependency. At the Octdber, 18986, OCCZIM
Conference, however, the old eieéutive committee of the
organisation was dismissed by its membership in their attempts to
reduce its dependency on aid. Although the majority of the
collectives of Zimbabwe still suffer from the effects of this
dependency today, there has recently been a move towards self-
reliance among some such enterprises. The establishment of the
CSFS in 1988 represents the first step toward a self-reliant co-
operative movement in Zimbabwe.

(3) Organisational Structures within Collectives

Typically, the organisational structure of a collective
cooperative (whether it be agricultural, industrial, or
commercial) includes a management committeé elected by the
general members at the Annual General Meeting (AGM) of the
enterprise. Depending on the size and degree of variation of
producfivé aétivity there may be production departments each
representing an ecoﬁomic actiﬁity in the co-op. Such departments
may each have department heads who take reponsibility for the
specific tasks of that department. For example, typical

departments on an agricultural co-op include piggery, crops,
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gardens, and administration, while in an industrial CO-0Op one
might find marketing, seles, assembly, and administration
departments. Furthermore, some departments may deal with social
issues in the co-op such as education, welfare, and nutrition.
The productive sphere of theee enterprises is usually under the

direction of an elected general manager.

With regard to the distribution of revende, shouid there be any
surplus, this is divided among the membership invaccordance with
Vthei; collective decision. Usually a monthly allowance (wage)
based on equal pay for equal work is set according to the surplqs
projected. This, however, may be altered depending on the
deviation of the actual from the prodected surplus. In some co-
ops there may be a practice of dividing a_portion of the
remaining surplus after provision has been made for investment
eabital. Again; this decision ultimately rests on the general
members who will be advised by the_management committee.

(4) Means of Finance

The collective co-ops in Zimbabwe have been financed by (a) the
government; (b) funds contributed by cooperators in the form of
demobilisation funds and (c)vforeign donor agencies. The
governmenﬁ_spensored agriculturai collectives are known as the
Model "B° type co-ops in which groups ranging in size from 50 to
200 people are gesettled on ex-commercial farms of an average
size of Jjust more than 2,5 hectares. These co-ops constituted

part of the government’'s resettlement programme which can be seen
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as a response to peasants’ expectations of land redistribution

"with the coming of Independence. The co-ops constituted between 8

and 10 percent of people resettled by the end of 13984 and
"represent the main material contribution by the state to the

cooperative sector” (England, 1987: 130)..

»According to England (1987: 130), the state had high expeétations'

for these co-ops. Some of these have been identified:
- To eliminate exploitative relations of production.
- To realise economies of scale.

- To facilitate the development of advanced production and
management techniques.

- To circumvent the constraints on small scale peasant

production (c.f. England, 1987: 130).
Model "B’ co-ops were not given title deeds to the land - the
state owns these. Instead, in order to achieve the goals quoted
above the enterprises were given permits to occupy the farms and
é national ‘establishment grant’ of Z$% 63 000 in the form of
equipment and inputs. The permit system grants the cooperators’
use, control, and benefit rights over the land while the state
maintains transfer rights. This means that the collectives have
control over production and reap the benefits of it but cannot

dispose of the land and that the state, should it decide that

production is inadequate, can repossess it.

With regard to the ‘establishment grant”, by 1984 only 15,8
percent of the funds budgeted for these grants was allocated.
"Some co-ops got as little a & percent of their budgeted figure,

and 53 percent of co-ops got nothing at all" (England, 1987:
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131). The result was that most of these co-ops severely lacked a
capital infrastructure. Consequently, the utilisation of land on
these co-ops was under 10 percent (ibid.). In these circumstances
Cco-0p members were unable to generate their own investment
capital, the economic performance of the enterprises.was
extremely poor, and the members became poorer. This situation has
facilitated many observers’  comments that co-ops are bound to
fail. Among other factors contributing to failure include poor
management and a lack of both organisational énd technical

skills.

The bulk of collective cooperatives, however, was not financed by
the government. At the end of 1985 it was estimated that there'
wefe apbroximately 900 collectives of which only 46 were
government sponsored Model “B” type enterprises (England, 1987:
132). Some of these enterprises provided their ownvstart—up
capital, for example,.Simukai Co-operative oﬁtside Hararé.
Simukai was an existing commercial farm that was bought by the
members from pooled demobilisation funds. Other enterprises
received funds from foreign donor agencies. This eventually gave
rise to the development of a dependency relationship between co-
ops and such agencies.

(5) Profile of Independently Funded Co-ops

‘England (1887: 132) gives a percentage profile of these non-
government funded co-ops which indicates that they are spread

over most sebtors of the economy: agriculture (31%), industry
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(30%), consunmer (23%), transport (4,5%), mining (3,5%), street
traders (3,5%), arts and crafts (2%), fishing (1%), and other

(1,5%) .

In addition, he gives one a brief profile of the Co-0ps in the
different sectors. With regard to those in the industrial sector,
the sector relevant to our study, he states that most of these
enterprises are small-scale sewing cooperatives involving mainly
women producing school uniforms. Furthermore, there are a few
larger-scale ihdustrial co-ops engaged in brick-making and
building construction, fence-making and erection, and cosmetics
manufacture {1987:;133). Some of the larger-scale enterprises
were formed by worker takeovers‘of previously privately owned

firms. FSC is engaged in fence-making and fence-erection, and was

founded by workers taking over a capitalist firm.

d) Informal ‘Pré-Coopera tives”

In addition to the officially registeréd Cooperative Societies
. engaged in marketing and collective production, there is a vein
- of cooperative activity which is informal. Such activities are
especially widespread in the countryside and are referred to as
‘pre-cooperative’. These include infor@al women‘s savings clubs
and’grou?s of neighbouring households who share oxen, ploughs,
and /or labour. A government report by Chitsike (1985) suggests
that about twenty percent of the rural population is engaged in
such pre-cooperative activity. Such éctivity abounds in South

Africa and the rest of Africa.
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€. The State and Co¥ops in Zimbabwe

Qur exposition immediately above shows that the existence of
various types of cooperatives is widespread in Zimbabwe. This
indicates that éuch enterprises are reasonably popular
-initiatives. Despite the government s favourable attitude towards
co-ops, however, as-expreésed in offical rhetoric, its practice
of promoting such enterprises is at best ambiguous, and its
pro#ision of the resources required by co-ops is entirely
inadequatet In this section we briefly address state policy and

practice with reference to cooperatives.
1. State Policy

State policy on cooperatives datés back to 1909. In this year the
‘Cooperative Agricultural Societies Act Qas passed to facilitate
the formation of the white commercial farmers  marketing co-ops.
Nine such enterprises still exist in Zimbabwe serving the
interests of about 4 000 lafge-scale commercial farmers (World
Bank, Agricultural Sector Review, 1989: i). Since this Act failed
to provide limited liability for the members of societies
registered in its terms, it was removed from the statute booké in
1958 and replaced by the Cooperative Companies Act (Majome, 1985:
2, 3). The commercial farmers  cooperatives now operate under

this Act.

Furthermore, in 1944 the Native Production and Trade Commission
was formed to investigate marketing and supply problems

experienced by African peasant farmers. On the recommendation of
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this Commission the colonial government promulgated the
Cooperative Societies Act in 1956. This Act provided for the
registration of agricultural and trading cooperatives to serve
the interests of rich African peasant farmers (1985: 2, 3). This
legislation of the colonial period has remained in use after

Independence and continues to govern co-ops today.

Soon after Independence and in response te’the sensitive issge of
land redistribution, the task of redistributing land and forming
cooperative societies was given to the Miniétry‘of Lands
Resettlement and Rural Development. ThiSVMinistry esfablished a
department of Cooperative Development to administer and-promote
cooperative development (Gauldin, 1989: 19). |

In response to the outdated nature of the-1956 legislation the
government made a new policy statement in its Cooperative Policy
Paper of 1983. This Paper simply ouﬁlined a general approach on
the part of the Z imbabwean government towards co-ops. In 1986,
the Ministry of Community and Cooperative Development and Women's
Affairs (MCCDWA) was established to coordinate and strengthen the
promotion of cooperatives (Gauldin, 1889: 22). (As of November
1989, thisrﬂinistry is referred to simply as the Ministry of
Community and Cooperative Development {no longer of Women's
Affairs) (1989: 23)). o
Nineteen Eight& Eight marked the commencement of the drafting of
'a new policy on cooperatives in the form of the Cooperative
Societies Bill. This legisation has, however, not yet been

officially passed.
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a) 1983 Cooperative Policy Paper

Broadly, the objectives of this policy, as stated in the Paper,
are "to give meaning to the achievement of independence to the
people of Zimbabwe“v(Policy Paper, Appendix C, Chitsike, 1986)
and to transform the country s socio-economic system through
rapid economic grewth, full employment, effective resource
allocation and an equitable distribution of benefits {(Chitsike,

1986). More specifically, the broad aims of the policy are as

Afollows:

3.1 To enable the people of Zimbabwe to achieve economic
power and through this power achieve control of socio-
economic institutions;

3.2 to eliminate the exploitation of man [sicl by man;

3.3 to make the people of Zimbabwe self-reliant in skills,
management, goods and services, and establish in themselves a
sense of confidence, initiative, and high development
aspirations;

3.4 to provide an opportunity to develop community and
collective ways of living that provide a sound base for
gocialism and national solidarity (Cooperatlve Policy Paper,
Appendix C, Chitsike, 1986).

Furthermore, this Policy Paper requires cooperatives to adhere to
the following principles:

Open membership;

Democratic control;

Limited interest on shares;

Patronage rebates;

Neutralitiy in religion, race, politics, and sex;
Continuous education for members:

Common ownership of means of prdduction and pooling of
resources of services (Chitsike, 1986).

rb.hybrbrbrbrb
~N O WM

This Paper furthef‘states that the aim of introducing.

cooperatives is to transform the country into a socialist state

‘and provides for various forms of co-ops in the process of

cooperative development during this “transformation’. These forms
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range from "Mutual Aid  societies to “Advanced Collective
Céopefatives'. The policy promotes cooperative activity in all
spheres of the economy with an emphasis on producer co-ops in
agriculture and industry. It states that the co-op movement in
Zimbabwe should be organised on a national scale without
providing any specifics of such orgaﬁisation, and encourages co-

ops to build their own capital through shares and reserves.

In addition, according to the Policy Paper, essential goﬁernment
services to co-ops would include education, training,. and
extension services, business coﬁsulting énd advice, property
advicef audit and supervision services, arbitration and the
settlement of disputes, representation in iegal matters and in
negotiations with local authorities, research facilities, and
financial services in the form of grants or lpans (Chitsike,

1886) .

This Cooperative Policy Paper provides a very general approach
towards cooperative development, and presents the promotion and
establishment of co-ops as a remedy to the problems of poverty,
unenp loyment, exploitation, and lack of skills in Zimbabwe. In
1988, however, a fifth draft of the new Cooperative Societies
Bill, an attempt to repeal the 1956 Act and to revise the Policy
Paper, was published. This piece of legislation has not yet been
officially passed. Nevertheless, this Bill is more detailed than
the Policy Paper and providés one with the core elements in the

latest government policy on cooperatives.
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b) Cooperative Societies Bill, 1988

This Bill defines fhe relationship between the co-op movement and
the state and outlines the role of the government in co-ops as
follows:
(a) the encouragement of the formation of societies in all
sections of the economy and the promotion of their
efficiency; ~
(b) the carrying out of educational and training programmes
for the staff, officers, and members of the societies
whenever possible; ' '
(¢) the raising of the level of general and technical
knowledge of members of societies, through the supplying of
information and educational materials to them;

(d) assisting in the proper utilisation, accounting and
rmanagement of the funds of societies.

This Bill further outlines, in detail, the structure of the
cooperative movement, the general principles and 6bjectives of
cooperatives, -and the conditions for registration. It sets out,
in detail, the organisational structuresbof cooperative societies
and their management and the duties of the chairpefson,
secretary, treasurer,'aﬁd manager of'such a society. The rights
and obligations of members and the matters to be addressed in the
by-laws of a registered society are also specified in this .
legislation. Furthermore, the Bill requires that co-ops maintain
a reserve fund which is not to be divided among members.

In addition, the Bill provides for the inspection of the accounts
of a co-op in an attempt to protect such enterprises from
financial mismanagement, it empowers the Registrar to liquidate a
co—op’if an audit reflects the need to dissolve the society, and
in extraordinary situations, io terminate any actions that nmay

cause a society to fall into liquidation. The Bill further
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provides for a Central Cooperative Fund and a Tribunal for the
settlement of disputes. All co-ops will be required to contribute
part of their annual surplus to the Central Cooperative Fund
which will be used to fund education, training, audit, and other

expenses for the development of cooperatives.

The Cooperative Societies Bill of 1988 is far more detailed than
the 1983 Policy Paper and tends to move away from broad sweeping
objectives towards socialism to a more issue-specific focus in
its policy on cooperatives, for exapple, the specified conditions
for regisiration and the detailed provisions for organisational.
structures and duties within co-ops. It remains to be seen,
however, how effectively this Bill will.and can be implemented,
and what possible unintended consequencesvmight arise as a

result.
2. State Action

As mentioned earlier, observers have defined the state’s
cﬁmmitment to support co-ops as simply rhetoric and, moreover,
there is considerable evidence indicating that the state has done
little in practice to support such enterprises (refer to Stoneman
and Cliffe, 1989: 116; England, 1987: 131; Brecker, 1987). Such
criticism has also eminated from within government structures.
Comrade Malunga, aﬁ MP frém Mpopoma has said that the government
has linked cooperative development "too much to ideology" and
that it has "talked too much and did very little to help

cooperators” (Zimbabwe Herald, undated article). In this short
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section we examine briefly the disjuncture between the state’s
promises and its actual practice by looking at the explanations

provided by two authors on the subject .

Chitsike (19886) accounts for this disjuncture by focussing on the
lack of knowledge among government officials responsible for co-
op deyelopment regarding problems facing co-ops, a shortage of
such officials and a lack of adequate transport for the few who
are employed in this capacity, a lack of coordination among the
various government departments responsible for cooperative ,
development, and inadequate legislation on this subject. This
approach suggests that the development of a well-equipped

bureaucracy will ensure that co-ops get what they were promised.

On the other hand, Brecker (1987) places much of the
responsibility for the lack of state support for co-ops on the
failure of the state to deliver its promises. He tends to shift
from blaming the state directly to refering briefly to the
implications for cooperatives of the unequal balance of class
forces in Zimbabwean society. The problem with his approach lies
in his heavy emphasis on the state being at fault: "The state
must bear full responsibility for the qrisis conditions that have

" developed on the collectives” (1987: 68).

Not one‘of these authors provide one with an adequate explanation

of the state s failure to do what it had promised.
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In our view, a consideration of the balance of class power in
Zimbabwean society and its expression through the state as a
social relation highlights the reasons for the state’s ladk of
support for co-ops despite its favourable.policies towards such
enterprises. Firstly, it requires effective political
organisation and hence the development of politiéal power to
influence state actions. As we have seen, the marketing and
supply co-ops are strong only at the union level and not at the’
primary or national levels of organisation. This means that
peasant farmers aré unable to control their own affairs with the
state and to have their demands heard alongside the effective
national representation achieved by the large-scale commercialv
farmers. Furthermore, the class nature of the oolleétive cé—op
movement, and the embryonic nature of OCCZIM contributes to the.
weakness of this movement in relation to the state and other
class forces in society. Hence, its inability to demand the
promises made. The present balance of class forces in Zimbabwe
chéracterised By a politically more powerful bourgeoisie in |
relation to the proletariat and the peasantry thus helps to
explain the inoongruency between state policy and action with

regard to cooperatives.

Furthermore, there are indications of a‘tegdency towards state
control of the cooperative movement. This tendency is manifested
in the state s response to the formation of 0CCZIM. Early in 1983
; ﬁhe government atﬁempted to form a National Federation of Co-ops.

. This organisation was intended to bring together all types of co-
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ops ranging from the commercial Farmers’ Cb—ops} through the
African Peasants” Marketing and Supply Co-ops to the colléctives.
The co-ops were to be organised by sector in this organisation.
In the light of the balance of forces among these co-ops and the
numerical dominance of the kulaks  co-ops, this objectively meant
that the collectives would be swamped in this national
organiéation. This would have serious implications for the. '
democratic and representational potential of the cooperat%ve
movement (England, 1987: 138, 137; Stoneman and Cliffe, 1989:
116, 117). Furthermore, the effective banning of OCCZIM's
founding conference by the state is an indication of its attempps

to control the collective cooperative movement.

According to England (1987: 137), this action towards OCCZIM on
the part of the state should be seen in historical perspéctive.
'During the period immediately after Ihdependence 35 000 ex-
combatants were demobilised:
They were demobilised in the most fragmenting manner - by paying each
individual a small sum of money. Effectively, therefore, they were

demobilised not only militarily, but also politically, as any kind of
organised force (1887: 137).

About 12% of these ex-combatants resisted this.disjoining and re-
Qrganised themselves into coliectives.‘ﬁs individual collectives,
however, they stillbremained a fragménted socio-political force.
The formation of OCCZIM represented the first attempt to re-
organise the ex-combatants (and also the poor peasantry énd the

unemployed urban workforce) politically at a national level.
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Furthermore, this re-organisation was across political party and
regional divisions and under the control of the rural and urban
pobr (England, 1987: 138; OCCZIM, 1983: 7). This form of
organisation presented a threat to the newly independent one-
party state caught in the contradiction of its socialist rhetoric
on the one hand and, on the other, its role of maintaining the

essentially capitalist social order in Zimbabwe.

3. Summary

In the above introduction we have attempted to provide, briefly,
the broader socio-political and economic context in which
cooperatives in Zimbabwe exist. This contextual information is
intended tQ provide the reader with a more clear understanding of
gsome of the specific experiences of FSC as presented and analysed

in the case study.

Furthermore, the historical developﬁent of the cooperative
movement in Zimbabwe and, more specifically, the struggles of the
collective cooperative movement highlight the importance for
cooperative organisation of a well organised cooperative movement
independent of both the state and aid organisations. It also
illustrates the need to examine the balance of class forces in
society as a whole when assessing particular'stages in the
historical development of any social movement. In addition, the
experiences of dependency in this movement and the recent move

away from this toward a more self-reliant cooperative movement,
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as manifested in the establishment of the CSFS in 1988, points to

the importance of experience in cooperative development.

In the light of present political developments in South Africa
with the unbanning of the ANC, PAC and SACP and with all evidence
pointing to a negotiated settlement, the struggles in the history
‘of the Zimbabwean cooperative movement offers many leséons’to

learn from.

I, Historical Development of Fencing Services Co-op

A. Introduction

The information in this section has been obtained mainly from
interviews with the member*éanagers of Fencing Services,
especially the General Manager, and with the Management Assistant
of the Collective Self-Finance Scheme (CSFS), Ms Marémba; This
information has been combined with that obtained in primary
literature sources on Fencing Services and from the author’'s
interpretétion of Balance Sheets from the year 1879 to 1888. The
primary literature on Fencing Services consistsvmainly of
unpublished reports by observers, reports by the Technical
Support Team (TST) of the CSFS, and primary sources such as
letters, minutes of meetings, and manager’'s reports. Other
literéture referred to includes articles published in Workteam
Magazine and documents of the CSFS written by the Coordinator,
Carl Brecker. Quantitative information presented in the form of

graphs is located at the end of this chapter.
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B. Historical Development of FSC

FSC is a “phoenix” co-op aﬁd the first manufacturing cooperative
to be formed in Zimbabwe. The workers of the capitalist firm, M &
D Enterprises operating as Fencing Services Private Limited,
decided to form Fencing Services Cooperative Society whén the
fifm went into liquidation in March, 1983. By this time the
~Zimbabwean state had implemented its policy on promofing
cooperatives. In addition, with the first post-independence
elections scheduled forv1985, it was in the interests ofvthe
party (ZANU PF) to indicate its support for codberatives,

especially for the first manufacturing co-op in Zimbabwe.

In the context of the ensuing elections and the state’s interest
in the co-op, and in the face of losing their Jobs in thé event
of liquidation, the workers of M & D Enterprises refused to go
home on the instructions of government officials of the
Depértment of Labour. The Minister of Labour then intervened and
met with the workers. At this meeting the idea of forming a
cooperative originaped and on 1 April, 1983, Fencing Services

Cooperative Society Limited was officially registered.

The then executive committee of the co-op comprisiﬁg seven people
initiated a challenge to the liquidation order. They were
assisted by the Ministry of Labour and government legal officers.
Ten months of negotiations followed betweeﬁ the Ministry of |
Labour in support of the workers, the seven executive committee

members of the co-op, and Mr Beasley, the liqﬁidator. After
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successfully challenging the liquidation order, the workers
finally signed an agreement with Mr Beasley to take over the

firm.

This agreement resdlted in the workers buying the machinery and
equipment worth Z$ 221 300, furniture for 2% 5 310, and stocks of
raw material and finished goods worth Z3 330 000. The co-op was
thus indebtea té the liquidator for about Z$ 560 000. This money
had to be paid to the liquidator at 12 percent interest over a
period of four years (Agreement between Beasley and Co-op
Management Committge, 1984; FSC Profile, Brecker, June, 1988:

24) .

Moreover, the premises upon which the enterprise is situated was
also the property of Mr Beasley. These were sold to the Central
Mashonaland Cooperative Union (CMCU) for about Z§ 200 000
(Interview 4.1). According to Ms Maramba, Management Assistant at
the CSFS, the governmént extended a loan of this amount to CMCU
for the purposes of buying the‘premises. Mr Beasley thus received
the money for the premises while the CMCU owed the government

Z$ 200 000. FSC now rents the building from CMCU at 73 2000 per

month.

In January 1984 FSC started with a total of one-hundred and
forty-three (143) members. By September 1884, howeber, a
feasibility study of the enterprise by the Small Enterprise

Development Corporation (SEDCO) and the Industrial Development
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- Corporation (IDC), both parastatals, suggested a considefable
reduction in memberShip for the purposes of viaﬁility. A
combination of the last-in-first-out refrenchment procedures
which followed this suggestion and the vOluhtary departure of
some members due to lack of funds for wages and. salaries, brought
the total membership of ﬁhe co-op down to fift&~three and later,

. to forty~ninef

| At the time of the take-over, the owner of M & D Enterprises’had
accumulated debt to the value of about a half-million Zimbabwe
Adollars. The major creditors of M &‘D Enterprises included
Zimbabwe Iron and Steel Company (2ISCO), a parastal, Lancaster
Steel, a subsidiary of ZISCO, Mr Beasley, and the bank. Lanéaster
Steel is the supélier of raw materials namely, galvanised wire,
to FSC and the co-op’s only éompetitor in the manufacturing of

barbed-wire.

The take-over meant that the workers Qere responsible for this
debt of the firm. Furthermore, the evidence indicates that the
workers were taking overva firm that had been stripped of all its
liguid financial resourées:‘the balance sheet of M & D
Enterprises as at 31 March, 1980 indicates that Z$ 98 000 was
paid out in dividends from a retained profit of Z3 102 000. The
most‘likély‘éxplanatién for this significant decrease in 1iquid
capital is that immediately before Independence in 1980, the firm

paid out dividends in the face of uncertainty regarding continued

427



operations after Independence. This stripped the enterpriée of a

substantial amount of liquid capital.

Furthermore, in the section on economic viability we learn that
there has been a dramatic drop in the current assets of the
enterprise from 1983 to 1984 indicating further evidence that the
firm was stripped of its working capital before the co;op started
operations in 1983/4.

In the face of enormous accumulated debts and no liquid funds to
- serve as working capital for the purposes of buying'raw materials
for continued production, the co-op approached the Small
Enterprise Development Corporation (SEDCO), a parastatal, for
financial assistance. On two successive occasions SEDCO advanced
to the cooperative credit facilities to a total value of

Z% 70 000 for the purposes 'of buying raw materials from Lancaster
Steel. The two credit facilities granted the co-op were each

valued at Z% 35 000.

,Unfortunately, however, due to the mismanagement of funds on the
part of FSC’'s executive committee, the co-op could not fulfill
its credit agreement with SEDCO and Lancaster Steel.
Subsequently, the amoﬁntiof Z$ 70 000 has been alte;ed into a
long-term loan with SEDCO, while Lancaster Steel now only sells
raw materials to the co-op on a cash-on-delivery basis. The loss
of:thése credit.facilities and the consequences, namely, having
to pay cash for materials, contributed a great deal to -

undermining the economic success of FSC.
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Furthermore, as at June, 1988 FSC's executive co@mittee noted
that all profits were ploughed‘into the 12% interest paid to the
liquidator. Interest charges to this date exceeded 7Z$ 173 354
even though they had repaid an amount of 23 365 621 (principal
plus interést), leaving a balance of Z% 365 343 owed to the
liQuidator after the.agreed four-year payment period (Brecker,
June, 1988: 24, 255. Considering that FSC had started with no
working capital and limited managerial and entrepreneurial skills
it was unrealistic té expect it to repay debt to the value of

Z$ 560 000 at a 12% per annum interest rate within four years.

Witly no working capital, a bad credit record, and no collateral
for obtaining further credit to finance continued production, the
COo-0p Was unable to produce at full capacity and to create
surplus revenue. While, on the one hand, there was a demand for
barbed-wire since Lancaster Steel and FSC are the only
manufacturers of this product in Zimbabwe, on the other hand, the
co-op did not have sufficient funds to buy raw materials on a
cash basis. In fact, according to Ms Maramba, the co-op operated
at twenty percent capacity from 1984 through to May 1989 - a

period of five and a half years.

Information obtained from Mr Makoni, the Chairperson of Fencing
Services Co-op, confirms the above:
We did not have working capital; that was the problem. What we were left

with was Jjust raw materials and a few finished products....[this] was our
starting capital (Interview 4.5). '
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There are significant reasons, however, that explain why the
ébrkers decided to take over the firm aﬁd form a co-op despite
the debt involved and probably uﬁknowing of the implications of
having no liquid capital. Firstly, the liquidation of the firm
took the workers by surprise and in an attempt to secure their
jébs in the face of unemployment, they decided to take over the
firm. Secondly, in the context of government socialist rhetofic
encouraging people to form co-ops, the opportunity existed for
these workers to own the firm (Interviews 4.5, 4.1);;And,
finally,

We knew that we were\the ones who were doing the operations....if one man

{the owner] goes away, why should we fail? He was just a person who would

- come and sit in his office and go; meanwhile...we... are the people who
are doing the work. We wanted to show the government that we can do it

" [run the firm] regardless of him (the ownerl having gone away (Interview
4.5).

1. History of FSC Executive Committee

The informétion on the selection procedures‘for the initial
leadership structures in FSC is contradictory‘ On the one hand,
information obtained from Mr Makoni, presently chairperson of the
co-op, suggests that an executive committee and chairperson were
not elected by the general membership. On the other hand, we are
told by both the chairperson of the 06409 and the Management
Assisténtvof the CS?S‘that an executive committee was elected by
~a democratic voting process énd the chairperson was chosen on the

basis of his popularity amongst members.
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As far as we can gather, however, the officials on the initial
executive committee were not elected by democratic process:
According to Mr Makoni, with the formation of the co-op, "we were
told by the Ministry that if [we] want [our] things (firm] to go
well, (wel must make him, a white-man, Mr Gibb, the chairman,
(while we would] elect the other people [to the executive
committeel” (Interviewlé.S)ﬂ In addition, those workers who
participatedbin’the negotiationsbagainst ligquidation simpiy
claimed to be the executive committee allegedly on the advice of
the Ministr&\of Lébour {Interview 4.5). Furthermore, according to
Mr Makoni, the rest of the membership agréed to this claim since
they were more interested in proceeding with the operations of
the enterprise: | ,

There were no fair elections. They Jjust took the positions and told the

people that they were chosen by the government, and yet they were not. Now

we did not want to waste time arguing on positions, so we said it’s ok,

it's no problem. You carry on, as long as everybody is doing his Job
(Interview 4.5).

This essentially self-instated executive committee had fired the
first chairperson, Mr Gibb, and had forced the second
chairperson, Mr Maviki, who, according to Mr Makoni, was elected -
by the members, to resign. Mr Chiwavya, é member of this executive
committee then suggested that he could.take the position of
chairpérson on the basis that he had worked closely with Mr
Maviki and thus knew what needed to Be done. The general members
" accepted this suggestion and Mr Chiwaya then became chairperson

: of FSC. These changes in the executive committee occurred between

1984 and mid-1987.
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It was the executive committee under Mr Chiwaya which was
responsible for the mismanagement of the credit facilities for

raw material purchases granted by SEDCO; With the termination of
these credit facilities an investigation was initiated by the co-
op members with the assistance of the Ministry of Co-ops into the
practiceé of this committee. It was found that certain members of
the executive committee, including the chairperson, Mr Chiwaya,
were firing co-members ﬁor being critical about committee
procedures. Mr Makoni, who was the accountant at the time, was

among those threatened with losing their Jjobs.

In the face of retrenchment, these nenbers approached thg
Ministry of Co-ops for assistance with aniinvestigation into the
practices of the exegutive. This is when it was clearly»;evealed
that the executive committee had‘not been eleqted by the general
members through a democratic process, and that the Ministry did
not advise those membérs initially involved in negotiations to
take up positions in the executive committee. Furthermore, an
examinaﬁion of fhe‘financial records of’the co—ép revealed that

certain executive members had been embezzling funds.

Consequently, in mid-July, 1987, the self-instated executive
committee with Mr Chiwaya as chairperson was fired by the general
members for running the co-op as though it was their private

business and for having embezzled funds. A new executive
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committee with Mr Makoni as chairperson was then elected by the

general members on the same day.
2. Joining the CSFS

Under the leadershi? of the new executive committee the major
éroblems facing the enterprise had not changed. These included a
severe lack of working capital to finance continued production, a
bad credit record, and no collateral to serve as security for
credit. éy wid-1988 the céoperative had no-one, but itself; to
turn to for financial assistance. Meanwhile, since 13987 there had
been rumblings within the co-op movement in Zimbabwe about the
possibility of establishing a self-finance scheme for co-ops.
Hence, in May 1988, FSC Jjoined seven othér cooperatives in an
attempt to create their own finance scheme for the purposes of
'supplying the co-ops with working capital and the managerial

skills necessary to manage such finances.

In Méy 1988 the Collective Self-Finance Scheme was formed and
heid its first meeting. Due to both their own weak capital
structures and a lengthy process of struggle with foreign and
local donor agencies, the member~éooperatives of the CSFS5 could
not provide théir own finance immediately. We return to the
details of this struggle when we deal éith the history of the
CSFS. By January 1989, however, the CSFS was established and had

won the struggle with the donor agencies.
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3. FSC Almost Incorparated into Lancaster Steel

Just before the CSFS was able to provide its members with
financial assistance, that is, around March/April 1889, Mr
Beasley complained to FSC about its failure to fulfill its
agreement to pay off the‘machinery within four years and
consequently arranged to sell the machinery in the co-op in an
attempt to recover his money. He approached Lancaster Steel and
proposed that it buys the machinery from him. The co-op had
bought the machinery for 23 221 300 in 1984 and in 1988 Mr
Beasley offered the same machinery to Lancasfer Steel for

2% 269 000. Lancaster Steel then approached the co-op an&
proposed that it would buy the machinery from the co-op, take
résponsibility for all‘its debt, and absorb iﬁs members into the

semi-parastatal as workers.

According to Ms Maramba (Interview 4.1), the co-op members were
divided about whether to be incorporated into Lancaster Steel as
workers and whether to confinue struggling as workerowners. Iﬁ
the meanwhile, Lancaster Steel had issued a cheque to Mr Beasley
for the machinery. At this point, the Ministry of Co-ops

" intervened in'téndem with its policy on co-ops and in support of
those\co~o§ members who did not want to be incorporated as wage
labourérs into Lancaster Steel. Accéording to Ms Maramba, the
ﬁinistry argued that Lancaster Steel could not purchase thé
machinery from FSC since the cooperative had not followed any

procedures for ligquidation or deregistration. This preyented the
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incorporation of the co-op into the semi-parastatal, Lancaster

Steel.

5

In an attempt to further prgtect the co-op from the liquidator’'s
endeavors to recover his money, the Ministry of Co-ops paid him
2% 269 000 in cash for the machinery. This meant that the co-op
was indebted to the state rather than to Mr Beasley. Moreover,
according to Ms Maramba, a verbal agreement between the Ministry
of Co-ops and FSC holds that this debt is a long-term loan to the
co-op from the state for the purposes of buying the machinery

from the liquidator.
4. A Turning Point in the History of FSC

On 27 May 19889, a year after its formétion, the CSFS administered
its first overdraft fécility. This was an overdraft of Z$% 100 000
from Zimbank to FSC. In the light of the history of financial
mismanagement in the co-op, the CSFS and Zimbank suggested that
the executive committee of the co-op be trained effectively in
managerial skills. Furthermore, lessons learnt from the past and
a determination to be successful this time around, facilitated a

change in the organisational structure of FSC.

‘A management committee was introduced with the assistanée of a
volunteer manager placed in FSC for the purposes of transfefring
skills to this committee which would operate alongside the
executive committee. This change meant a clear distinction

between short-term and daily decision-making, and medium- to
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long-term decisions. Furthermore, for the purposes of efficiency,
the executive committee is elected by the general members at the
Annual General Meeting of the co-op, while the management

committee is appointed by the executive on the basis of skill.

The introduction of this two tiered structure with clear rules to
be followed and clear mechanisms df control over both the worker-
~and manager—membérs of the co-op, and of the appointment of the
managers on the basis of their sgill and experience in management
has contributed a great deal to the limited success of the co-op
relative to its previous record of operaﬁion. Albeit, as will bg
illustrated in the section on organisational structures, this

change has not come without complexities.

'The volunteer manager placed in‘the co-op, Mr David Parr from the
USA, owned and managed a firm there, had consultéd and assisted
in several worker take-overs in the USA and was scheduled to
spend six weeks with the co-op until the end of June 1989. With
the assistance of Mr Parr, F5C introduced several strategic
management control areas. These include cash flows and cash flow
projections, creditors and debtors, contract sales, sales of
manufactured products, transport, prodqctiop targets, machines,
safety, and training. The purpose of these controls is to monitor
business operations each week, ﬁonth aﬁd quarter, to idéntify
problems as soon as possible so as to faéilitate solving themnm,
and té'ensure menber-managers’ accountability to the enterprise

as a whole (Workteam 8, 1990: 18).
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Access to the credit facility of Z$ 100 000 and to on-the-job
training in financial and production management through the
assistance of Mr Parr ﬁarked a turning point in the history of
the co-op. According to Ms Maranmba, FSC produced a net surplus of
Z% 49 000 during the six moﬁths from May 1989 to November 1989.
The Balance Sheet dated 1 April, 1989 to 31 March, 1990, shows a
net profit of Z$ 34 700. Althqugh the size of the profit
indicated differs, there is some evidénce that a surplus was
produced in the }eaf 1989. When considering the loss brought
forward for this year, however, 2% 377 577, the co-op was still
making a cumulative loss of Z3 342 858 (Balance Sheet, 31 March,

1990)

During 1888, the co-op raised the salaries and wages of its
members. The firét increase in members’® remuneration occurred in
1385 and for three to four years thereafter, salaries and wages |
remained stagnant. Hence by October 1989, after about four months
of relatively better operations at the co-op, the general members
staged a’wérk stoppage in an attempt to pressurise the management
committee for a wage increase. By the end of November 1983, the
CcoO~0op intfoduced an across the board increaseée of ten percent on

all members” salaries and wages.

November 19839 also marked the decision on the part of the
managemeht committee, with the assistance of Ms Maramba and

officials at Zimbank, to begin to pay Z3 12 000 per month towards
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its major creditors. Should this decision be carried out, Mr
Makoni has projected that the co-op will have settled most of its

debt by May 1980.

In the discussion below we attempt to enlighten the reader on the
combination of factors which contributed to this significant )
change in the financial situation at FSC. We also retﬁrn to the
workstoppage, a significant indication on the bne hand of thé

power of the general members, and on the other, of particular

organisational weaknesses in the enterprise.
5. A Crisis Situation

At the time of research; January 1990, the co-op was in a crisis.
It was>dealing with problems relating to the marketing of its
products. One of these problems was that the co—op did not
predict a significant increase in the price of raw materials,
while the other results from the faét that its suppliér,
Lancaster Steel, is one of its major competitors in the market

and the only other manufacturer of barbed-wire.

In June 1988, President Mugabe announced a lift on the price
freeze. This meant that economic enterprises could apply for
price increases on their products. FSC aﬁd tﬁe Management

. Assistant at.CSFS did not, however, incorporate the possibility
of price increases on raw materials in the cash-flow projections
for the co-op. Furthermore, since October 13889, Lancaster Steel

had been disrupting the supply of raw materials to the co-op.
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According to Ms Maramba, Management Assistant at the CSFS,
Lancaster Steel did not supply the co-op with its order éf'raw
materials due in October 13889. Instead, the supplier, also a
conmpetitor, produced huge amounts of barbed-wire at the old
price. In December 1989, after having flooded the market with
barbed-wire produced and thus being sold at the old price, the
\supplier delivered three delayed orders of raw material (for the
months October, yovember, and December 1989) at once and demanded
cash-on-delivery payment for all the orders.‘valued at a total of
about Z$% 114 000.

Since the co-op did not have this much money in cash, it had to
extend its bank overdraft to Z% 150 000 in order to pay for the
deliveries in two instalments. Ih;addition, because the co-op did
not predict a price increase it was now forced to pay the new
increased price for its raw materials. According to Mr Makoni,
chairperson of the co-op, the price of a 50 kilogram roll of
galvanised wire was increased from I$ 65 per roll to Z$ 108. The
price of raw materials thus increased by 66 percent for FSCﬂA
Furthermore, the Qo~op‘had been selling such material at Z$. 99
per roll while the cost price was now Z% 108. The fact that the
co-op was caught unaware of this dramatic pfice’increase resulted
in significant problems in the markgting of its produce and

costly disruptions in its production plan.
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Firstly, by January 1980, the co-op had over 400 rolls of barbed-
wire in stock, and about 10 tons of galvanised wire. In the face
of its competitors” old selling price and in an attempt to
prevent t?ing up capital in the form of stock, the co-op had to
calculate a break-even price for its bafbed~wire. This meant that
FSC was not going to make a surplus on the production achieved
during the festive season. In addition, it had to terminate the
produétion of barbed—wire until the available stocks were sold.

This in turn meant that its barbed-wire machines were idle.

Secondly, the co-op had lost some of its customers to Lancaster
Steel who was selling barbed-wire at the old price. Furthermore,
with other customeré it experienced difficulty selling barbed-
Wwire at the new priée. Towards the end of January 1990, hogever,
the Management Assistant had‘found a customer who was prepared to
purchase all the barbed-wire in stock at FSC. The break-even
price for the 400 rolls of barbed-wire came to Z$% 60 000. At the
termination of(the research period this possible transaction was
still in progress. The author thus dqes cannot provide any

information on the outcone.
C. Summary and Discussion

It is clear from reports on the negotiations to challenge
liquidation that the Minisﬁry of Labour playéd an important role
in preventing the ligquidation and facilitating the eventual
worker take-over. As mentioned before, however, the‘take~over

meant that the workers were responsible for the accumulated debt
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of the firm which amounted to about one-half million Zimbabwe
dollars. In addition to this enormous debt, the workers were in
fact taking over a firm that had been stripped of its major

liquid financial resources.

Regarding the role of the executive committee in the history of
FSC, the organisational problems experienced by the co-op, foi
example, unclear selection procedures, point to some of.the
difficulties confronting workers-owners who have been wage-
labourers most of their working lives and thus inexperienced in
cooperative organisation. It is important to récognise, though,;
that the co-op members learnt from their initial mistakes and
acted on the basis of these experiences in their enterprise. This
is illustrated b& the changes in the organisational structure of
the co~op.and the cleariy defined rules énd controls devised'ﬁo
deal with all members who act against the interests of the co-op.
This»process of learning from experience and of organisational
development at play in FSC confirms our assumption that

cooperative development involves “learning by doing’.

The fact that the co-op started off with no working capital énd’
no form of collateral for the purposes of obtaining credit, that
it developed a bad credit record due to the malpraétices of the
initial executive committee and consequently had to buy raw
materials on cash basis, contributed a gfeat deal to undermining

the economic success of the enterprise.
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Notwithstahding, the experience - in FSC of a rather extended
financial crisis (five years and some months) and of closed doors
at all financial institutions including development organisations
provided a Base for the beginning of a procesé of self-reliance
within the co-op. This was marked by the establishment of the
'CSFS. It is important to note, however, ﬁhat this point of self- -
reliance was attained only after much struggle. We address this

process of étruggle in the section on the history of the CSFS.

With regard to the turning point in the history of FSC, it is
important to.recognise that a combination of factofs have been at
play in contributing to this procéss of change? Firstly, and in
no particular order of importéhce, access to an overdraft
facility to the value of Z$ 100 000 meant that the enterprise
could effectively finance the costs of its productioﬁ. Secondly,
a relativel& skilled management committee which has been
undergoing further training continuously since June 1989,
reasonably cléar disciplinary codes and controls over the
practices of thevmanagers, and a genefal manager and chairperson
who is_ekperienced and clearly dedicateduto the success of the
co-op as an economic unit has facilitated the effective

management of the overdraft.

Thirdly,‘with a membership bent on securing their current Jjobs in
the face of growing unemployment in Zimbabwe and motivated also
by the new possibility of making a success of their venture, FSC

is able to harness their labour power in the long-term interests
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of the enterprise. With the overdraft serving as working capital
and thus enabling the co-op to produce surplus revenue, and with
the effective managemeﬁt of this overdraft in the eight months
since its availability the co-op has also been able to re-
establish its credit worthiness. Hence, its ability to extend
this overdraft by Z$ 50 000 in the crisis which eﬁsued over the

months.frem November 1888 to January 1880.

As mentioned earlier, however, the positive changes towards
actual economic viability in the co-op have not come without
complexities. In the section dealing with organisational
structures in the co-op we deal with these in detail.
Furthermore, accumulated debt resulted in a loss in 1989, making
it very difficult for the co-op to progress towards economic

sSuccess.

The crisis in FSC in the marketing of its products and in the
partial disruption of its production which manifésted itself to
the full in January 1990, points to the difficulties confronting
a co-op Qperating in a capitalist market without first-hand
experience at the rules of the game . It also points to the
importancé of forward planning in an& gconomic enterprise,
including a cooperative, and of the ongoing need for developing
alternative products in the event of the need to diversify

production in the face of changes in the market.
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The work stoppage organiéed by the general members in October
1989 in an attempt to pressurise the management committee to
raise wages’is a clear indication of the failure of the co-op to
deliver material goods to its members after their sacrificesoner
the past seven years. Furthermore, the workstoppage points to
important organisational weaknesses within the enterprise
'specifically in relation to the lines of communication between
the management committee, the executive committee, and the
general members. In addition, it raises important questions with
regard to the lines of communication between the general members

and the CSFS.

As we proéeed with the description and analysis of this study and
that of the CSFS several factors contributihg to~weak lines of
communication in these areas will beéome evident. These include
among others, an extreme disparity in the level of education of
the general members and the member-managers, possible effects of
‘class differences between the field staff of the CSFS and the
general members, and a significant overlap of>co—op members
involved in management and in the executive committee of the co-

op, and in serving as representatives of the co-op on the CSFS.

Finally, the accumulated debt with which this enterprise has been

saddled is a major obstacle to its viability.
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IlII. Organisational Structures

A. Working Structure

The working structures of FSC consist in separate but
interrelated ownership, management and administrative, and

production structures.

Each member of the co-op is a.shareholder on the basis of his/her
financial contribution towards the share;oapital of the
enterprise. Upon formation of the co-op, each member bought
shares to the value of Z$40. The constitution of the enterpriseb
fequires that each member holds at least one share in the co-op.
Shares are valued at Z310 each. These shéres.must be fully paid
up on one s admission to membership. No member is permitted to
hold shares exceeding five percent of the value of thé subscribed

capital of the co-op (Constitution: 2).

F5C’'s management structure consists in three main sub-divisions:
financial. éntrepreneurial, and production management. The
production stfucture is divided into departments according to the
various activities undertaken by the enterprise: barbed-wire,
diamond-@esh wire and wrought iron gates andhposts manufacturing,
and the erection of fences. The manufaciuring of wire, gates, and
posts take place on the shopfloor while fence erection is done on

work-sites.
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Since all members of FSC are shareholders, all of them
participate in FSC’s ownership structure. Specifically, member-
shareholders comprise the General Assembly (GA), which meets both
monthly and annually. At the Annual General Meeting, the GA
elects from its members a Chairperson, Treasurer, Secretary, and
four committee members to sit on the Executive Committee (EC).
Until May/June 1989, theSe two bodies were the only structures in
operation in FSC. Hence, d@ring the first six years of its
existence the EC performed the manageriai and administrative

tasks of the enterprise.

This situation has changed. Since its formation, FSC has had four
chairpeople‘and two EC's (Interviews 4.1, 4.5). As explained
above, the initial EC and Chairperson did not come into office
through a democratic election process. Ihstead, this EC was
essentially self-instated. The second, third and fourth
chairpeople were, however, electea on the basis of their
popularity among the membership. These executive members were not
chosen for possession of skills and experience required for their
managerial tasks. Indeed, in most cases they had no managerial
skills and experience. This led to ﬁroblems in FSC’ s economic

viability.

As we have seen, under the direction of the third chéirperson of
the first EC, financial mismanagement occurred at FSC. Upon
receipt of a bank overdraft through the CSFS, FSC agreed to

undergo training by a volunteer experienced in management. This
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led to a change in the organisational structure of the enterprise
which entailed the introduction of a two-tiered structure

consisting of both an Executive and a Management Committee (MC).

- With this change, the EC was given power to appoint a Management
Committee (MC) from among its members on the basis of skill and
ex?erience in management. Inportantly, apbointment of the MC is
in accordance with FSC’'s constitution, which specifically
provides for the appointment of sub-committees by the executive

for business. purposes (Constitution 89: by-law (vii) (n)).

The EC consists of a Chairperson, Secretary, and Treasurer, while
the MC consists of the General Managet and Sales, Factory, and
Contracts Managers. Furthermore, each production department has a

departmental head.

" Beth the Management and Executive Committees meet weekly. At the
weekly MC meetings managers are required to report to the General
Manager on developments in their respective spheres. The General
Manager (MC) and Chairperson (EC) are in turn required to give
reports on the staté of the enterprise at monthly meetings of the
General Assembly. In theory, the EC'is‘accoﬁntable to the General
Assembly, and the MC to the Execﬁtive Committee, while
departmental heads report directly to managers responsible for
their respecfive departments. The lattér two accountability
structures exist in practice. There are, however, practical

constraints to the accountability of the Executive Committee to
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the General Assembly. We deal with these later in the

dissertation.

F5C has a constitution with a set of by-laws, and a statement of
disciplinary regulations and rights and duties of members  These
documents serve as guidelines for codes of behaviour for and
mechanisms of control over all its members. The FSC structures -
discussed above>serve as mechanisms whereby tasks and
responsibilities are divided and lines of communication and
control are maintained in an attempt to develop an organisation

which is both economically efficient and democratic.
B, Management

There is a clear division between managerial, administrative and
production tasks in FSC. Managerial taéks are further divided
<into financial, entrepreneurial, and production managenent .
"Administrative tasks are divided into,aécounting, bookkeeping,
and reception. The General Manager is responsible fdr the
financial management of the enterprise, while the bookkeeper and
the accountant do the associated administrative work. The General
and Sales Managers are responsible for eﬁtreprenéurial management

and the Contracts and Factory Managers-for production management .

Production tasks are divided into shopfloor production
(manufacture) and site-production (erection of fences on work-
sites). Shopf loor production falls under the direction of the

Factory Manager, while site-production falls under the Contracts
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Manager. In addition, each department has a head who is expected
to ensure that members in that department act according to the
work-regulations decided upon by the cé~op‘ For example,
departmental heads check on late-comers and'idlers. Such
behaviour is supposed to be reported by the head of department to

the appropriate manager.

As already mentioned, managerial tasks at FSC are executed by a
Management Committee of menmber-managers who are appointed by the
Executive Committee on the basis of skill and experience. The
committee consists of the General Manager, and Sales; Factory,

and Contracts Managers.

The General Manager is responsible for the efficient running of
all departments, and receives weekly reports from the other
managers and the bookkeeper about developmeﬁts in their
respective departments. He is also, in theory, responsible for
presenting the general membership with monthly and annual reports
on the general state of the enterprise and on deéisions made by

the MC.

The Sales Manager has two assistants. Together, this Sales team
is responsible for marketing the co-op’'s products and services.
This team is also responsible,‘in theory, for the effective and

timely collection of debts.
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The Factory Manager is responéible for efficient production of
goods and timely completion of orders. He is éssiéted by a
desbateh clerk who records dispensing of raw materials to the
factory floor, and a costing ¢lerk who calculates the cost of
production for the enterprise. The Contracts Manager deals with
all fence erecting contracts and is responsible for timely and
efficienf completion of such Jjobs. These two managers are
expected to prepare all the requirements for the daily work

schedule.

The Contracts Manager spends mos£ of his time outside the factory
gates on work sites across the éountry. The Sales team also often
work outside the factory. The Factory and General Managers, on
the other hand, tend to remain on the shopfloor and in the

office, respectively.

There is a great deal of continuityrinbmanagement,at FSC. The
Sales Manager and bookkeeper did the same Jjobs in M & D
Enterprises; while the General Manager (also Chairperson), who is
presently FSC’S accountant, did the accounts at M & D. Most of
F5C’s managers have thus had.some experience in their field of

work.
1. Mechanisms Ensuring Managerial Accountability

" All FSC managers are members of the cooperative with rights,
duties, and obligations like any other member. These ‘member-

managers obtain their salaries from the cooperative. Their
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material well-being thus rests on the success of the enterprise
in marketingtits products and services and in producing a
surplus. In addition, FSC has disciplinary measures which augnent
this positive inducement to good performance.‘The by~ laws and
work-regulations provide guidelines for~decisions about
appropriate disciplinary measures. Each member Has a copy of
these regulations and is expected to be aware of possible

consequences of his/her action.

In the event of slack performance on the part of any manager, the
person concerned will first be disciplined by the Management
Committee . Depending on the nature of the offence, discipline
'usually involves suspénsion from rights and benefits from the co-
op; for example, one week’s work without pay. Should there be no
improvement in a manager s performance, the matter is referred to
the General Aséembly at the monthly meeting. Here further
disciplinary procedures afe collectively decided upon and, if
necessary, the person will be reéalled from his position by a
two-thirds majority vote. The General Manager is also subject to

suspension and recall by the membership.

The co-op members’” power to recall managers is intended to ensure
 management committee accountability. As we have seen, this power
has already been exercised in recalling the initial EC and
expelling members who embezzled funds. The General Manager’'s
obligation to produge monthly and annual reports on the financial

state of the enterprise and on decisions made by the MC is an
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additional‘factor intended to make this management accountable to
general members. Failure to produce such reports is subject to a
suspension which entails one week’s work without pay.
Furthermore, general members can voté to change any decision

taken by the MC.

Significantly, however, general members’ iﬁability (due to lack
of skill and education) to effectively assess and criticise
reports presented by the General Manager often makes this form of

accountahility simply a formality.
2. Tensions in the Management-Producer Relationship

The appointment of skilled people onto the MC has introduced a
complex management-producer relationship into the cooperative.
The complexities arise mainly from (a) thé introduction of a
relationsﬁip of technical authority based on skill: (b) the
existence of extreme disparities in skill and education between
member-managers and general members and (¢} the perpetuation of
these disparities through'the present ménagement structure. This
reéults in relationships of social inequality between general and

manager members.

'The tensions. in this relationship are manifested mainly in
struggles afound surplus distribution,‘for example, wage versus
_salary levels and thetpayment or non-payment of commissions to
members in the sales team. At the time of research, monthly

remuneration was approximately as follows: members in management
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and administration were earning Z3 532, those on the factory
floor were earning Z$ 254, while those engaged in fence-erection

_were earning 23 276.

Other manifestations of\such tension include struggles around
unequal distribution of social benefits, sometimes referred to as
the “social wage  of the co-op, and issues relating to general
condﬁci oﬁ the MC. We proceed by giving examples of such

struggles .

Firstly, the work.stoppage staged by producers in October 1989 in
an attempt to pressurisévganagement to raise wages is an example
of struggles‘over wage levels. The fact that producers had to
resort to this measure in order to get their message across to
management 1s a clear indication of a tension in the management4
préducer relationship. This tension points to a weakness in

communication between managers and producers.

Seéondly, information gathered from the few intervieﬁs with
worker-members reveals some dissatiéfaction among these members‘
with differentials between wages and salaries. Three of the four
worker-members interviewed expressed dissatisfaction in this J
regard, while one thought that these differentials were "a good
thing"” . Furthermore, two of these worker-members thought that the
difference between management’ s salaries and worker-members’

wages should be reduced by raising worker-members wages:
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...the ones who work in the offices [arel getting a higher salary - very
high...I’m earning 370 [per week].. If I can get 330 more, then it will be
better. If the other workers are getting $60 [per week] and they get
another $30 to {bring their wages to] $30 they will be happy: even [with
an increase of] 320 they will be happy (Interview 4.6).
Management (is] not good [(because they dol not give any money. Management
get more wages. [I] don't like this. [A]l $6 or 37 difference [between
nanagenent,'s and worker—member’s remuneration] is o.k.. [A] 3100 )

- difference is not o.k.. [My] wages [are] too low for six children.
... [With] no increment people work weakly. The power [to work] is from
money — no money, no power (Interview 4.7).

The latter guotation points to a lack of understanding on the
rart of the worker-member of the need for differential
remuneration in a cooperative enterprise in the ligh£ of the
ever-present mafket value of different skills, and the high
demand for skilled people in co-ops, éspecially'in management. If
tke member-managers were to earn only 236 or Z$7 more than the
worker-members, the co-op would soon be without a management
committee since these skilled people could easily find better
paid employment in the private sector. Experiences among co-ops
both in South Africa and in Zimbabwe have shown that the failure
to provide skilled members with reasonable incomes leads to a
loss of such members which, in turn, reduces the potential to
produce surplus revenue and hence to provide all members with an

income .

Despite this lack of understanding,_however, the above quotations
do indicate dissatisfaction about low wages. This iz an
indication that the co-op is not altogether successful in

providing for the material needs of its members.
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Furthefmore. the work-stoppage could also reflect worker-members’
lack of knowledge about the viability of the co-op. Tensions in
the management-producer relationship can thus be attributed to a

combination of various factors.

A further example of such struggle is related to the commission
paid to salespeople. According to Ms Maramba (Management
Assistant, CSFS), from mid—1987’t§ the beginning of 19889
individuals in the sales team were paid commissions on the amount
 of debt collected and the value of the transactions made with
cuétoméré (Interview 4.1). The value of this commission as a

percentage of the sale or debt collected is unknown.

Neveftheless, according to both Ms Maramba and ﬁ: Makoni, the
collection of debtsrimproved‘during that time because the
commission served as an incentive for sales people. This is
confirmed by Graph ‘A . At the beginning of 1989, however, the
commission was withdrawn for two reasons. The first was that so&e
worker;members disagreed with the payment of commissions tolsales
people. Oﬁe such incident was explained by Mr Makoni, chairperson
of Fencing Services:

I would go to.the lowestucommon man and try to exlpain to him [why the

sales people are paid a commission]...because they would say I also want

the commission. I have welded the gate that you put there, but are you
giving me commission? No. I also want commission” (Interview 4.5).
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The second reason for the withdrawal of commissions was related
to conflict about these payments among sales people and between
these and the general manager. As explained by Mr Makoni:

The reason for cancelling the commission was because the sales people
could not agree among themselves {about sharing the Jjobs which accompanied
a commission]. They were scared that the {sales] manager would get more
commission. . . [Furthermore, the sales manager] could start doing his own
jobs and not do the other ones so that {hel can get more commission {that
is, pressurising the factory floor members to complete the commissioned
transactions made by him]. The other {sales people] started complaining
[about this].

Not all jobs have commission. If one [sales person] gets a Jjob today with
a compission he wants it done today. Now in the factory we have a line of
production where we are doing Jjobs three, four, five, six, seven. We can’t
do this job fifteen today. Then they [the sales people] are up in arms
with me again: "Buy me materials to do this today’. Now where can I get
money to buy materials for that Jjob [fifteen] and yet these other jobs are
lying; of which it is you [the sales people] who have brought in those
Jjobs; they are not yet paid for. You've got to control your $ 100 000

- [overdraft]; don’t go beyond [it].

Now I had various things to do [at the timel, the lawyers [and] paying the
creditors. So, instead of sitting down and doling] that little thing
[settling the struggle with the sales peoplel, which they [were] causing
themselves, I said, well, at the moment we can’t waste our time doing that
[settling the struggle]. We have to stop it [the commissionl....if you
{the sales people] can’t understand the situation at that minute then I
have to suspend it {the issue around the commission] till later (Interview
4.5). '

The above quotations illustrate the struggles both between
managers and worker-members and among managers and sales people

over the payment or non-payment of the commission.

Oné worker-member s comment illustrates clearly the struggles
within the co-op around the unequal disﬁribution of social
benefits: | |

{This is al co—op for [the] management committee. They [the managers arel

drinking tea (in the offices]. [There is] no tea here. This is a
cooperative? This is not a cooperative (Interview 4.7).
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The fact that member-managers drink tea at the expense of the
cooperative while worker-members do not have this social benefit
has been observed by the author and verified by a comment made by
the chairperson:
...1f you explain to the people that this is a cooperative and it is our
business. .. .they would think well, why don"t we also go in the office and
drink tea. Then you have to explain to them why...[(they will not] win on
this place {win the opportunity to drink tea in the offices]. Otherwise

the government has to come in and intervene [to explain to them why they
cannot sit and drink tea in the office (ZE}] (Interview 4.5).

The struggle over managers’  benefits of drinking tea is one
manifestation of the unequal distribution of social benefits. Co-
op provision of further‘education for member-managers and no such
benefits as yet for worker-members is a further manifestation of
such inequality. The ratiocnale for providing member~managers with
further education is that it would enable them to be of better
service to the co-op as a whole. We would arggeAthat general
members are equally entitled to further education to enable their
more effective understanding of enterprise operations, control
over management, and efficient work. Education of general members
is equally significant as managers’  education in making members
of better service to the co-op as a demdcratic organisation and

economic unit.
This acclamation, however, sounds much simpler than is possible

in practice. The reality of illiteracy and innumeracy among a

small minority of members, and of a lack of conceptual skills
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among most of members regarding operations of their enterprise

makes educating them a difficult, though not impossible, task.

Further tensions arise from general conduct of member-managers.
As expressed by one worker-member:
The co-op is good but we in the cooperative are not cooperating. We've got
a difference between the onels] who work in the offices and the onels who
work on the shopfloor]l. We are not the same...people {on the shopfloor]
are not happy with what they [the managers] are doing. They (the managers]

make a segregation {with] the people; they say they are the top people
(Interview 4.6).

This is an indication that the relationship between member-
managers and worker-members is hierarchical with worker-members’

being in a subordinate position.

Furthermore, at the time of research the CSFS organised an
“Enterprise Workshop; for discussion with general members about
the concept of a cooperative. This workshdp was scheduled to take
place on a Saturday morning. All member—managers but only eleven
workerfmembers turned up for the workshop which was subsequently
postponed. The general manager attributed this low attendance on
the part of worker-members to the fact that schools had just re-
opened and thus members had toc pay SGhool fees and buy uniforms
and therefore may not havq had any moné& for busfare fo come to
the workshop. Another reason given for the low turn-out was that

the workshop was announced at tooc short notice.
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In an interview with one worker-member, however, it was revealed
that general mémbers_deliberately did not attend the workshop in
an attempt to indicate to the CSFS thatAthey were dissatisf ied
with the present management committee:

Pecple didn't come (to the workshop] on Saturday to show [the] Scheme
[CSF5] that there is something wrong with [the] committee (Interview 4.6).

This information was later confirmed by the Factory Manager.
Similar to the work-stoppage of October 1989, this action on the
part of general members further indicates lack of effective

communication between management and general members.

In the above sub-secticn we have attempted to re&eal tensions in
the management-producer relationship and how these are manifested
in the form of strugglés around various issues such as wages and
salaries, commissions, and, tea. We have also indicated issues
around which social inequalities are,emerging in‘the éo-op, for
example, education. The latter points to FSC’'s priorities and the
balance of power in the enterprise at the time. It is important

- to recognise, however, that these tensions and struggles are an
important part of the development of management-producer
relationships_in the enterprise. In ihe following section we

attempt to evaluatevFSC's management in these terms.

3. Evaluation

Taking into account historical experiences of mismanagement in

FSC and considering managerial practices over the last ten
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months, it is safe to say that the present management committee
is working towards the improvement of the FSC's previous record
of operation. There is, however;va tendency towards technocratic
- management in the co;op. A comment by Mr Makoni, the éhairpersoﬁ,
accountant, and general manaéer, when asked whether there had
been any conflict between the Exécutivé and Management
Committees, confirms our particular characterisation of this

management:

(There has] not [been] much [conflict] because I've got full control. I am
conversant on both sides (the political and the economic). My side is more
technical than this other side [the “political’ spherel. So, if this other
side [the "political’] wants to overreach that one [the
ecoriomic/technicall and yet I am the chairman, I stop them and explain
{to] them really what it is and what is business so that they don't
overreach the other side [technical/economic] (Interview 4.5).

This quotation leads one to believe that FSC’s mahagement is
technocratic. Technocratic management and the resultant
centralisation of power over decision-making in the hands of a
few skilled member-managers raises important questions about the
degree to which management is democratic. Management’s
'centraliéed power is further facilitated by the overlap between
members on the Executive Committée and those on the Management
Committeé.,This blocks critical consideration of implications of
thié mahagement style and inhibits economic and democratic

deve lopment of the enterprise.

The above quotation also points to a tension in the enterprise
between economic viability and democratic participation. The

“technical” refers to the economic viability of the enterprise.
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The "political’” refers to (a) democratic participation of members
and (b) whether the distribution of both material and social
benefits is in the interests of democratisétion. With regard to
social benefits, we have noted that the distribution of education
perpetuates an unequal balance of power in the co-op, a factorA~

hindering democratisation.

Information gained from Ms Maramba, the Management Assistant at

the CSFS, confirms our observation that economic viability was a

priority in the enterprise at the time of research:
In FSC, if a decision is a technical one and 1t is good for the co-op,
they [the management committee] make that decision even if it is something
that the members would not take very well. They seem to appreciate...that
you cannot mix the two things. You can’t run a cooperative on the feelings
of the members. 0.K., they have to be considered to a certain extent, but
they should not be the major force in determining a decision. So, they

{the management committee] focus mainly on the viability of the co—op as
an economic enterprise (Interview 4.1).

The author would agree with Ms Maramba that a co-op is first and
fore@ost an economic enterprise and that its success depends
entirely on its economic viability. This, however, does not mean
;hat processes of participation and democratisation should be put
on hold. This begs the guestion about who is to takeucare of

" members” ‘feelings® or interests if these are to be considered
to a oertainlextent' in decision—makiﬁg? Furthermore, it is not
a matter of considering members’® interests; instead, it is one of
finding the appropriate balance between a form of democratic |

participation that maximises the firm's ability to be
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economically viable. These aspects of a co-op are not separable,

but rather intricately interrelated.

Literacy. numeracy, and the distribution of and access to
knowledge within the co-op affect levels of participation and
democracy. If general members are unable to effegtively evaluate
and challenge member-managers’ actions, there can be no
democratic control over decision-making. In order for FSC to
proceed along the path of cooperative development, it needs to
address this tension by educating its general members. Failure in
this regard will lead to one of two outcomes: either technocratic
management will continue with the majority of members simply
folloﬁing their ‘skilled leaders’, or resistance from general
members will lead to continual changes in management leading to
instability. Such a situation could lead to enterprise
disintegration or possibly transformatioh into. a capitalist firm,

or an employee-owned firm managed in the conventional way.

The emphasis placed on economic viability may be a stage thréugh
which the co-op needs to pass on its way to a more democratic

form of organisation. Movement out of this stage, however, is by
no means automatic. Co-op menmbers have_to act on organisational

problems in order to gain greater democracy.
C. Division of Labour in Decision—-Making

The Executive Committee (EC) makes decisions about social

relations of production in the enterprise. These involve
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decisions about long-term policy and terms and conditions of
employment, for example, rules regarding members  duties, rights
and obligations. Furthermore, this conmittee co-signs agreenments

with the bank on behalf of the co-op.

The Management Committee (MC) is responsible for the firm as an
economic unit. It takes daily and short- to medium-term economic
decisions. This committee is, however, accountable to the EC
which is ultimately responsible for any loss incurred by the co-
dp contrary to the law and to the by-laws (Constitution, p. 10).
The MC makes decisidns about‘the duration and cost of specific
jobs, about whether to extend the overdraft or not, and about
feasible areas for diversification of production (product

development), among other issues.

All member—managers'gained experience in their specific tasks in
the former M & D Enterprises. For example, the Sales Manager did
sales in M & D, the bookkeeper did the books, and the accountant
did the aécounts. In addition, some managers are undergoing
formal training to improve their performance. The Sales Manager
is doing a course in Marketing Manageﬁent while the General
Hanager is involved in further studies.in Accountancy. This
training is financed by the cooperative. Provision was made for
such training with the application for the bank overdraft from

Zimbank granted in May 1989.
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The Géneral Assembly décides on the election, removal, and
suspension of members of the management and executive committees.
Furthermore, in theory, it considers the annual statement of
accounts, the balance sheet, and the auditors’ report as
presented by the General Manager. The lack of skills among
general members to make such considerations, however, makes this
impossible in practice. Moreover, the general assembly makes
decisions about surplus distribution, amendments to by-laws,
expulsion of members and approval of new members. Supreﬁe
authority rests with the General Assembly. All matters brought
before é general meeting are decided on by a two-thirds majority
vote with each member having only one vote and provided that
seventy-five percent of the total membership is present

(Constitution, pp. 5, 8).

D. The Labour Process

1. Organisation, Division of Labour, Decision-Making

On the shopfloor, both wire manufacturing sections are
mechanised. For barbed-wire manufacturing the co-op has eight
manually-operated machines. For diamond-mesh-wire manufacturing

it uses two automatic and one manuallyﬂoperated machine. The

following is an account of production of diamond-mesh wire.

The manual process involves about four workers, each of whom
performs a specific task. For example, once the dispenser of the

manually operated diamond-mesh wire machine is loaded with a roll
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of galvanised wire and set by wo;kers, one of them feeds the wire
into the machine, another bends it so that evenly shaped diamonds
are created, another cuts the wire after production of one row of
diamonds, and yet another rolls the wire as it is fed out of the

machine . The pace of the process'is set by workers themselves.

Since each worker in the manuél process is responsible for a part
of the task, they must work in harmony with one anothef in order'
to ensure a smooth flow. The rectangular shgpe and relatively
small size of the machine require that workers be in close
proximity to one another. This facilitates smooth flow of
production: since each worker is able to see when his co-worker
is about to complete a task, he is able to prepare for his own

specific task.

The automated version of the diamond-mesh wire production pfooess
consists of two automatic machines, each of which is operated by
a single worker, who loads the dispenser with a roll of
galvanised wire, sets the pace of the machine, cuts the wire as a
row of diamonds has been completéd, and carries the automatically
rolled wire to the stock area. This automated process is cheaper

in termas of labour costs.

Manufacturing of posts and'wrought—iron gates is organised on an
assembly-line. The metal is cut to approbriate sizes at one point
of the line using a manually operated machine. At another éoint,

pieces for gates are welded together to form different parts of a
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gate, these are assembled at another point and painted with rust;
protector at the final point. The cutting, weldihg, and assembly
are done by individual malermembefs while the only three female
members paint gates and dip posts. These members also carry uncut
metal to the cutting point of the assembly-line, and painted
gates'and aipped postshto a point where the conpleted products

are left to dry.

With regard to fence-erecticon, teams of workers, some of whom are
hired labour and not co-op members, are transported to work-
sites. These workers are supervised by the department head and

contracts manager.

The description above of diamond-mesh wire production processes
indicates that the manual process involves a more socialised form
of labour while the automated process, théugh cheaper, is
essentiallyvindividualised, Furthermore, the assembly-line form
of production of poéts and gates and fence-erection essentially

- involve cooperation among workers. Workers ét one point of the
assembly-line have to work in rhythm with those at other points
in order to ensure smooth flow of production. In the case of
fence-erection, some workers have to erect posts while others fit
the féncing. Both theseAproduction activities also involve a form
of socialised labour. In the discussion below we attempt to draw
out some of the implications of‘thesevphenomena for cooperative

‘production.
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Significantly, not only is the clear division of labour in
production FSC a'continuation of that in the former enterprise,
but that people executing specific tasks are mostly the'same,
too. Fot example, workers who operate the automatic and manual
wire making machines, those involved inAthe'production of gates

and posts, and those who erect fehces did the same work in the

former M & D Enterprises.
E. Summary and Discussion

The constitution, by-laws{ and work-regulations formulated by the
cooperatiﬁe are important for §roviding guidelines for membérs';
behaviaur, and fof stipulating their rights and duties towards
the enterprise. In addition, these rules and_regulations provide
guidelines for appropriate disciplinary measures in the event of

members” acting against the interests of FSC.

Furthermore, FSC s working structures, namely, ownership,
managerial and administrative, and production structures, serve
to effectively divide activities of the enterprise for the
purposes of efficiency. The fact that no member is permitted to
hold shares exceeding five percent of the value of the subscribed
capital of the co-op provides an important safeguard against
control by a few relatively wealthy members. This is ih the
interests of collective cuwnership and fits the formal definition
of a cooperative as an enterprise owned by the people who work in
it. Moreover, the clear division of labour in FS8C provides for

relatively clear lines of responsibility and contrcl. More
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specifically, the divisiop~of labour in production involves
mainly socialised forms of labour thereby facilitating

cooperative production.

Considering that the material well-being of all members rests on

FSC s success in marketing its products and services,.the sales

people have a significant role to play:
Sales is one of the major components of the business. If the sales are
low, it means that the overdraft is affected and it means that certain
financial decisions have to be made which might affect the members. For
example, they have an overdraft of 3 100 000 and if the overdraft is at
$99 000, and people have to be paid, they do not get their wages. And,
usually the reason for the overdraft being so high is because the sales

team has not collected money from debtors. They (may] have slackened or
made unreasonable agreements with customers (Interview 4.1).

In the light of the importance of sales for overall success, the
commission given to sales pecple.as an incentive makes sense
economically. Such practices, however, are generally frowned upon
by cooperatives without considering the economic implications.
Struggles in FS5C around differential wages and salaries and tﬁe
payment of commissions to sales people point to difficulties
faced by co-ops in terms of general members’” lack of ability to
conceptualise the needs and functions of their organisation, for
example, the importance of reasonably ﬁaid skilled memberé in a
co-op and of material incentives for people performing

significant functions.
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With iegard to the division of labour in decision-making, it is
clear that this aépect of the co-op has undergone a process of
deve lopment towards grgater democracy and’efficiency. FsC's
exparienges of financial mismanagement under the direction of the
initial EC points to some of the»problems that arise when
decision-makers are chosen without any rules regarding their
methods of decision-making: there is a tendency to make decisions
in the interests of perpetuating their positions of power in an

organisation.

FSC’s experiences over the last ten months under the direction of
the appointed Management Committee can be seen as an improvement
on the co-op’s previous managerial and financial record. This
points to the importance of skill and experience as a criterion

for choosing managers in any economic enterprise, including a co-

ap.

The appointment of maﬁagers on the basis of such criteria,
however, has its own problems. One of these is the tendency for
technocrats to take control of the firm. Organisations such as
ce{ops usually characterised by an extreme disparity in
education, literacy, and skill betweenﬂthose members‘likely to be
managers and those more likely to be manual labourers, are

especially vulnerable to such technqcratic control.

It is our view that a tendency toward such control is visible in

FSC. The main reason for this tendency is the immense disparity
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in levels of education and skill between general members and
member~managers consequently making the former unable to control
nanagers effeétively. In addition, this disparity is further

* widened by exclusive access ofkmembermmanagers to further

education.

Furthermore, the ovérlap of members on the Executive and
Management Committees facilitates iechnocratic control since
thefe are no other members besides managers themselves who ensure
that their’decisions are not just business decisions but also in
- tandem with democratic goalsvof the co-op. This overlap makes
little allowance er effective representation of the interésts
and grievances of general members and, instead, prcvides fofA
centralised control and decision-making in the hands of a few
skilled members. Moreover, member-managers’ exclusive access to
further education facilitates and perpetuates centralisation of
knowledge and information in the enterprise. These facﬁors

contribute to the unequal balance of‘power in the co-op.

Technocracy can be partly overcome through struggles by members.
The constitution can only provide guidelines for mechanisms

through which such struggles can be fought.

One way, and possibly the most important one, to counter
technocracy in FSC is the enskilling and empowering of general
members in such a way that they can effectively challenge and

~

evaluate decisions by the Management Committee. In addition to
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this, FS5C needs. to providéffor more effective representation ofA
general member ~ interests. This could be done by having the

' ExecutivévCommitﬁee represent only worker-members. This body
would then be responsible for appéinting a Management Committee
thét is accountable to thé worker-members. The EC would
‘negotiate” with the MC about wages and working conditionsvand

could serve the role of é trade—union.

Formally, the Executive and Management Committees are separate
bodies, however, in practice, it is mainly the same people who
constitute these £wo structures. Decisions about democratic goals

tend to take second priority in the context of managers’® emphasis

on economic viability.

Furthermore, since EC members are the MC, in their capacity as
thé.Exeoutive, and considering that they are more articulate and
educated, these membgrs can sway decisions in a general meeting
to suit their requirements. Hence,bin the context of an
organisation characterised by abhigh disparity in knowledge and
information between managers and general members, technocratic
type managers (managers appointed on the basis of their skill and
experience) are‘jusi as susceptible ahd able to perpetuating
their power positions on the basis of their’knowledge and skills
as‘are managers chosen for reasons oiher than skill (those
elected on the basis of their popularity). A shift to skill-based
election thus brings with if more effective management, but does -

little to prevent managers from managing in their own interests.
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These issues raise important questions about mechanisms for

ensuring democratic control over decision-making.

The development of technocratic control in the co-op and the
resultant neglect of democratic goals suchvas the interésts and
needs of members, may be a result of separating economics and
democracy/participation in the enterprise in the interests of
economic viability. Such a separation is félse and nisleading.
For example, the CSFS is an organisation established to provide
for co-ops financially. Its structure and methods of providing
access to finance, however, embody concerns about both economic
viability and democratic participation. We proceed to examine the
nature of the CSFS and its relationship with FSC.

IV. FSC: Relationship with the Collective Self-Finance
Scheme (CSFS)

A. Brief Introduction to the CSFS

The CSFS is a non-governmentalVdevelopment organisation and an
independent finance scheme established, organised, and
democratically controlled by cooperatives whiéh are members of
the Scheme. Through the CSFS cooperatives attempt to finance
their own development through mutual support and a bank loan
system. The CSFS Waé launched in September 1988 by eight

potentially viable cooperatives in Zimbabwe.
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The purpose of the Scheme is to provide these enterpisee with
effective financial assistance and to develop the financial
management capacity of its member co-ops in preparation for their
obtaining bank loans guaranteed by the CSFS. The eight founder
member~coeperatives each operate in different sectors of the
economy including the agricultural, manufacturing, retailing, and
service sectors. Teday, however, the scheme boasts a total of
twenty-three member co-eps operating in these sectors of the
economy (CSFS Newsletter, No. 1, October, 1988; Brecker, October,

1989:1).

The specialised services of the CSFS afe designed to serve
cooperativee who have already established within their enterprise
a sense of cohesion among members and who are potentially viable,
that is, capable of producing a reasonable surplus. Such co-ops
which still lack the capacity to access development capiﬁal on |
the open financial market are eligible for membership and
assistance from the CSFS (Brecker, August, 1988: 4). The CSFS

does not serve prewcooperativesl
B. Brief Historical Dverviéw: The Emergence of the CSFS

The nine year history of the Zimbabwean cooperetive movement is
characterised by a disjuncture between government policy and
practice with reference to co-ops. As already pointed out in this
work, this disjuncture should be seen in the context of the
balance of class forces in society, of these forces as expressed

in the state, and of the subordinate position, in relation to
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these_forces, of those involved in the cooperative movement. The
partiéﬁlar gocial fdrces at play and the lack of government
support for co-ops, in practice, facilitated (and still
facilitates) the provision of aid to co-ops b& foreign donor

agencies.

. This aid mainly takes the form of grants, and loans which are
‘ohannelled through locally based non~governmental organisations
(NGO 's). Other forms of aid include skills training aﬁd
provisions of machinery and equipment. The disbursal of aid
generally leads to relationships of dependency between co-ops and
donor agencies, albeit unintended. This results in an unequal
balance of power between co-ops and donors with the former being
in a sﬁrbordinate poSition as the recipient of aid. According to
Brecker (October, 1889: 9), it is |

[tlhe dispensing of grants and soft loans which are not received as

inputs to production of a surplus from which it [grants and soft loans] is

replaced [which] bred a debilitating dependency {of co—ops on donors]
- (Interview 4.10).

Historical experience has shown that this dependency has done
nothing but weaken the cooperative movement in Zimbabwe. For
example, OCCZIM has “failed to develop into an influential,
representative, and conscious politicai voice of the collective
co-op movement” (1989: 9). One of the reasons for this failure
being its heavy reliance on donor fundiﬁg. Today, the majority of
co;ops, including founder co-ops of the CSFS, still suffer from

the consequences of this dependency. The CSFS emerged as a
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response to dependency and donor control within the cooperative

movement in Zimbabwe.

The emergence of the CSFS, however, does not mark a move‘towards
the complete rejection of donor aid per se. Instgad, it mafks a
move towards shifting the balance of power between co-oﬁs and
donors.in favour of the former, and using donor funds in ways
that empower cooperatives. To make this strategy a reality rather
than simply a ‘vision' required "the conscious intervention”
(Bfecker, 1989: 4) of the co-ops. Thié has entailed a difficult
struggle between founder co-ops of the CSFS and donor agencies
mainly around control of t&e organisation receiving funds from
donors, in thié case, the CSFS. During the course of this
struggle founder co-ops of the CSFS rejected all donor aid not
controlled by theﬁ (1989: 3). This marked the beginning of a
process in which co-ops were taking responsibility for their own

deve lopment .

Furthermore,

{Thel CSFS concluded [from the lessons it learnt through its member co-
ops” experiences] that collectives can only grow under conditions in which
the cooperators could remain in effective control through the production
of a sustaining surplus. [Thel CSFS therefore turned its back on free
hand-outs not related to production, which for so long has been the order
of the day (Brecker, October, 1983: 10).

This meant, firstly, that the co-ops had to understand aid and

the donor-recipient relationship as essentially political and

that they had to use these insights to strengthen their position
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in this relationship so as to assist co-ops in determining the

terms, forms, and methods of donor assistance to such enterprises

(Brecker, 1988: 15, 186).

The establishment of the CSFS and its success in the struggle for
cooperative determination of the terms, forms, and methods of
donor assistance point to some‘of the outcomes of this learning
experience. Today, the CSFS‘is funded by donor agencies on its
terms and in the interests of self-reliance of its member
cooperatives. We return to these terms when we address the

relationship between the CSFS and its donors.
€. CSFS Cooperative Development Policy

The following is a summary of some of the key CSFS principles:

- Real development requires the con501ous involvement of the
people concerned.

-~ The CSFS determines the content and form of its own
programme. This cannot be influenced or interfered with by
donors in exchange for their support. .

- Co-ops are enterprises whose primary task is to generate
surplus to raise the living standards of members and provide
investment funds for development.

- The CSFS is open in principle and national in scope.
Prospective members must meet CSFS membership criteria and
show that they have reached the necessary level of

deve lopment .

- Members must pay an equity contribution, agree to a six
month waiting period before presenting projects for loan
finance and retain their membershlp .at the scheme for at
least two years.

- The CSFS cannot admit pre-co-ops (which it sees as the
responsibility of the Ministry of Cooperative Developnment)
nor ‘start-up’  co-ops which it defines as having a
subsistence level of operation and income. These are catered
for by Zimbabwe Project (ZIMPRO)}.

- Member co-ops must be able to put forward planned progects
which have taken into account labour allocation and reward
and the cost of management as well as costing inputs,
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forecasting returns, and the careful use of credit to

generate a surplus.

- The Technical Support Team (TST) offers the skills to help
‘co-ops formulate such plans and monitor the use of credit but
under no circumnstances should it replace the CSFS decision-
making processes.

- All projects put forward for loan finance must meet the
stringent project formulation requlrements of CSFS before
they are passed on to the bank.

~ These projects must be part of an overall deve lopment plan
of each co-op with more than one source of income, each with
a different risk element. The development plan focuses on the
total viability of the cooperative.

- Co-ops should be able to repay credit from future
production surplus. The financial security of the co-op lies
principally in strong projects presented as part of an
overall development plan. This is what makes a co-op credit
worthy. Credit must generate a surplus otherwise the co-op
falls into a debt trap and is left worse off than it was
before. Default on the part of a member co-op cuts off all
access to credit and leaves the co-op dependent on welfarist
assistance (Analysing the CSFS and the CFS, points from
Brecker, August, 1888).

Broadly, CSFS’ s development policy emphasises the need for donor
assistance. The forms, methods, and terms of this assistance,
however, should facilitate the development of cooperatives
towards complete self-reliance. The CSFS’s approach is that

deve lopment asgistance for empowering cooperators requires their
conscious involvement in determining the futures of their
enterprises as both separate units of production and as a socio-

political force in society.

The CSFS views cooperative development~as a process involving
struggle;:; essentially a terrain of struggle with the actors, in
order of power in this particular historical conjuncture, being
the state, donor agencies, NGO's and co-ops. In the context of

this struggle, and considering that co-ops are organisations in
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formation, these enterprises can at this stage of their
development only opt for forms of assistance least harmful to

their autonomy.

Fﬁrthermofe, CSFS policy stresses democratic énd grassroots
control over all forms of assistance rendered to co-ops and the
importance of considering how assistance facilitates production
of a sustaining surplus - the primary function of a cooperative
enterprise and the key to its success. At the core of its
approach is a belief that given appropriate organisational
structures and the required wanagerial skills, cooperators are
capable of decision-making regarding the organisatiQn of their

productive activities and resources so as to produce a surplus.

In addition, the CSFS does not only see cooperatives as
democratic~organisations.in formation; instead, it also’sees
itself as such an organisation with a responsibility to respond
to changes as a result of its development alongside the co-ops
which it serves. This entails learning from its experienceé and
frdm those of its member co-ops. Furthermore, the CSFS recognises
cooperatives as unique forms of production organisations
requiring similarly unique forms of assistance'in order to
facilitate their success (Brecker, October, 1989; August, 1988;

June, 1988;.
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D. Ideology Underlying its Activities

From the above description of CSFS policy one can define the
ideology underlying CSFS activities as follows: an ideology of
co-op autonomy with their primary function being production of a
surplus adequate to workers’ needs; of co-op development as a
process of struégle; of grassroots contrecl over and democratic
participation in determining the future of co-ops; and of the
empowerment of cooperators through their conscioﬁs actions

{Brecker. October, 1989; August, 1988; June, 1988).

We now proceed to illustrate the reflection of ihis cboperative.
deve lopment policy and ideology of the CSFS in its practice. For
this purpose we turn to its aims and objectives, structures,
method of operation, and relationships wiﬁh donor agencies and

CO-0PSs .
E. CSFS Aims and Objectives

The‘objectives of the CSFS are, firstly, to provide a source of
credit for its members at reasonable interest rates; secondly, 1o
receive and hold shares and annual subscriptions of its membefs;
thirdly, to enable member co-ops to use aﬁdtcontrol theif
financial resources for their mutual benefit and with minimum
risk; and, lastly, to’provide loans for its memﬁers which are
administered by the Bank of Zimbabwe (CSFS Newsletter, No. 1,

October, 1888, CSFS Rules: 1.
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In the light of their negative experieﬁces with donor assistance
and recognising the limits of donor and government funds for co-
ops, CSFS member-cooperatives aim to achieve three inter-related
objectives. These are, firstly, to introduce cooperatives to the
commercial finance market, secondly, to determine for themselves
the form and scale of credit required, and thirdly, to continue
using donor funding to assist them to these ends and to eventual

self-reliance (Brecker, August, 1988: 4).

These aims and objectives are realised through CSFS rules,
structurés, methods of providing credit through its Loans Sub-
Committee (L3C), services to member co-ops through its Technical
Support Team (TST), and agreements with Zimbank and donors.

F. Operational Structures of the CSFS and Functions of
each Structure

1. The Council and the Board

At the top of the CSFS organisational structure is the Council
which comprises one nominated representative from each member co-
op. The Council thus represents CSFS member-cooperatives. The |
term of office for Councillors is one year. The Council meets
three times a year with a fourth meetiﬁg being a delegates
Conference. This Conference makes policy decisions and elects a
minimum of seven co-op members from its midst to the Board.
Further(responsibilities of the Council include making amendments

to. CSFS rules, determining annual programmes, confirming new
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member co-ops, and accepting resignations, suspensions and
expulsions. All matters decided upon by the Council require a

simple majority vote.

The Board elects from its members a Chairperson. treasurer, and
secretary. The chairperson of the CSFS is Andrew Nyathi. The
Board is accountable to the Council; it meets monthly and is
responsible for overseeing all activities between Council
meetings and for directing the affairs of the CSFS. More
specifically, the Board authorises and supervises the use of CSFS
funds, and awards, monitors, and administers, loans to member co-
ops in consultation with the bank. Further duties of the Board
include maintaining all records and reports necessary to
effective management and administration of the CSFS, presenting
such information to the Council, and determining the grade of a
member co-op uéing the grading system devised by the CSFS. All
decisions taken by the Board require a simple majority vote.
Board members who fail to attend three conseéutive Board meetings
without explanation lose their office. Furthermore, members

receive no payment for their responsibility as Board members.

At least one-third of the Board is subject to re-election each
year while both Councillors and Board members are subject to
recall by cooperators at all times (Brecker, Juhe, 1988: 5,
Brecker, October, 1989: 1; CSFS Pioject Proposal - Funding for

Administrative Costs and Training, 18889; CSFS Rules: 5).
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2. The Loans Sub-Committee

Froﬁ among its members thé Board appoints a Loans Sub-Committee
(LSC) of three people to receive and consider loan applications
from member-cooperatives. The LSC is responsible to the Board and
is required to provide a detailed report containing
recommendations from the sub-committee. On the basis of the
Board ‘s consideration of these recommendations it finally decides
whether to approve the application for submission to the bank or =

not (Brecker, June, 1888: 1ba).

The rate of interest to bé charged on loans is fixed by the
Board. This interest rate, however, does not exceed the minimum
overdraft rate in Zimbabwe at the time,thé loan is granted (13%
pP. a.‘iﬁ January, 1980). Furthermore, the Board decides whether
interest charged on loans can and should be subsidised from CSFS.
funds. A grading system is used to regulate the size of loans and
subsidies on interest for which member co-ops are eligible. This
grading system is based on strict criteria relating to the
gquality of financial management in a co-op, its level of
brganisational_developmeht, effectiveness of its production
planning and the levelkof production performance, and the degree
of democratic participation of its members in decision-making
processes (Brecker, June, 1988: 5; CSFS Document on Grading

Criteria; CSFS Rules: 8).

All loans are secured by the promissory note of the bdrrower. In

the event of money being used for purposes other than those for
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which it was borrowed, repayment of the’loaﬁ becomes'immediately
due. In the event of the borrowing member not payihg a loan or a
loan instalment on the due déte, and without an extension for

this debt, thevBoard and the bank are empowe:éd to terminate_the

debtor s membership and recover the debt (CSFS Rules: 8).
3. The Tribunal

The Tribunal is the legal arm of the'CSFS responsible for dealing
with all legal issues affecting the CSFS. Sucﬁ issues include |
judgiﬂg any disputes whiéh might arise among member?cooperativeé,
bétween the Structufes of the CSFS itself, and between CSFS and}
outside agencies, for example, the bank; and dealing with co-ops
who default on loan répayments. The Tribunal has assisted the
C5FS with its registration and with the staff contracts of the

T5T.

The Tribunal consists of private individuals who are appointed by
the Board. These include volunteer academics, lawyers, and a
~representative from the Ministry of Co-operative Development

(CSFS Newsletter, No. 4, July. 1989).
4. CSFS Coordinator and Technical Support Team

‘The Board appoints the Co-ordinator of the CSFS who is
immediately regponsible to the Board and who supervises CSFS
staff comprising the Technical Support Team (TST). Carl Brecker
is the Coordinator of thevCSFS. The TST~consists of primarily

office-based staff: an Office Manager, Receptionist,
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Administrator, and an Accountant; and primarily field-based
staff: a Training Officer. Management Assistant, Agricultural
Assistant, and a Social Organiser. The TST staff iskemployed by
the CS5F5 and. under the Co-ordinator s supervision, it carries
out decisions of the Council, Conference., and Board to whom it is

accountable .

The TST s central task is to assist cooperatives in formulating

three year Development Programmes, Annual Plans, and Projects.

ﬁ Development Programmé broadly outlines the path to be taken by
the cooperative over a period of three vears to achieve growth
and development in all aspects of its organisation. When
developing this Programme, the TST considers the existing state
of the co-op and its aims and obJjectives as stipulated in its
constitution. The Programme outlines major steps to'be taken by
the co-op to aqhieve'growth and serves as a guide for preparing
detailed annual plans. An Annual Plan is a detailed description
" of all work to be done, all resources (material, financial,
human) needed to execute work, and all measures required to

facilitate smooth production during‘the year .

A Project is a detailed description of a particular part of the
Annual Plan indicating resources required to execute the pfoject
and its place in relation to the overall plan. It must indicate
resources already available as well as those sought (finance,

credit, training, or other) for the project. The Project must
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also indicate how, in the event of receiving assistance, it will
be utilised to generate sufficiently increased production for
both repaying the credit andvcohtributing to the overall
Development Programme (CSFS Décument - Programmes, Plans, and

Projects).

Iin the process of providing assistance to cc—ops with the
formulation 5f Programmes, Plans, and Projects, important tasks
of the TST are to evaluate the productive capacity of a co-op, to
advise it on how‘to improve performance, tc ensure that'it meets
hasic requirements fér eligibility fbr loahs and interest
subsidies and to transfer skills to it through formal training
and extension services. Furthermore, the tasks of the TST field-
staff include visiting co-ops, identifying théir problems and
needs, including training needs, offering advice, and seeking

possible solutions to any problems.

In addition, these staff ensure that CSFS cooperatives receive
maximum services from all available institutions offerring
ser#iceshto co—ops; including government services. In this way
the TST serves as a link between the range of ser?ices available
to co-ops in Zimbabwe and CSFS co-ops. Moreover., the TST is
required to identify additional services required by co-ops and
to organise that such services are delivered to the enterprises.
These TST services are designed to empower cooperators to

~effectively control production of a surplus.
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The TST also services the Board by making évailable to it any
information relating to cooperative development and by assessing
possible implications of any such information. (Brecker, June,
1988: 11, 1Z2:; Brecker, October, 1989; CSFS Project Proposal -

Funding for Administrative Costs and Training. 1989).
&. FiInancing the CSFS

The Scheme obtains its funds from four sources. Firstly, the
member co-ops pay annual subscriptions to and buy shares in the
CSFS. The annual subscription for each member is Z3 100 while
shares are 73 200 each. Subscription shares are limited to 7% 1T
500 while share capital is limited to Z$ 4 000 per co-op ( CSFS
Newsletter, No. 1,.0ctober, 1988; CSFS Project Request, April,
1989: 2; TST Report. September, 1989: 3; Brecker, June, 1988: 7).

This money serves, in part, as security for loans from the bank.

Secondly, a consortium of foreign donor agencies have agreed to
make deposits of sizeable amounts of money to the CSFS bank
“account and to sign Letters of Guarantee for the CSFS which serve
as further security for loans from the bank. The latter
arrangement provides financial resources without donors paying
money diféctly to co-ops or the Scheme. The third source of
finance comes from the Zimbabwe Bank, and the fourth ié in the
form of a development grant from donors for»financing CSFS
overhead expenses and its Technical Support Team (CSFS

Newsletter, No. 1, October, 1988; Brecker, June, 1988: 7. 8).
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Donor funding in the form of'deposits with the bank serve two
majdr purpeses. One of thése is to serve as collateral enabling
the bank to advancé loans to CSFS co-ops. and the other is to
generate a necessary source of income for the C5F5. This income
derives from intérest earned on donor deposits and enables the
C5FS to subsidise co-ops who cannot afford the commercial
interest rété, 1o ggnerate‘its own capital base, to’coVer costs
arising from its growth, and to serve as buffer funds against the

depletion of dornor deposits in the event of covering bad debts.

Donor funding in the form of Letters of Guarantee serve as
collateral in the event of bad debt risks. This form of funding,
however, does not generate interest (CSFS Project Request, April,
1989: 7). It is a long-term aim of the CSFS to diminish its
reliance on development grants once it has begun to establish an
increasing capital-base of its own thus enabling it to earn its |
own income and become completely self-financing (Brecker, August,

'1988: 4).
1. CSFS Conception of Self-Financing

According to Brecker (June, 1988: 7, 8), the self-financing
aspect of- the CSFS refers mainly to two outcomes of equity

capital holdings by member-cooperatives in the scheme.

The first of these is that loan capital is seen as an advance on
productive surplus to be generated by the project needing

finance. Such capital is advanced only once it is ascertained
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that the project to be funded is either able to generate
sufficient funds to repay its own loan, or that it enables the
cooperative as an entire unit to improve its economic performance
to such an extent that it is able to repay the loan requested.
This means that all projects must f£it into the cboperative's

general development plan.

The second is that the project loans system is based on a finance
matching scheme related to the size of CSFS funds. Each member
co-op must contribute éome equity capital (subscriptions and
shares) towards building the mutual funds of the CSFS. It is
against these fﬁnds that the bank advances loans to member co-
ops. These mutual funds may consist of subscriptions, shares,
earned interest, grants and donations to the Scheme (not to the
co-ops), and other sundry income. This means that member-
cooperatives have a sound interest in generating funds for the
CSFS aﬁd in ensuring that no member defaults as this will

restrict loan funds through the depletion of mutual collateral.

A further self-financing feature of the CSFS is that it does not
provide free grants nor interest-free loans. The only free -
service offered by the CSFS to its members is the technical
assistance financed by its development grant. In addition, self-
financing in the case of the CSFS implies that member
cooperatives recognise that 1t is only through their own

performance and development as economic units that they will
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progress towards becoming viable cooperatives able to obtain

funds on the commercial financial market.

Thus., in the case of the CSFS, self-financing does not mean that
the Scheme relies solely on funds from its member cooperatives.
Nor does it mean that financial assistance from non—cooperativé
sources such as the state and foreign donor agencies will not be
employved . Instead, the view is that the development of
cooperatives into viable enterprises is a process, and a lengthy
one, too, to which donor agencies and the state can best
contribute by offerring surety for loans rather thah handing out
free emergency grants which tend to perpetuate dependency

relationships (Brecker, June, 1988: 7, 8).
2. CSFS Conception of Credit

For the CSFS "{gliving credit to a cooperative means to give to
them, in advance, a portion of their future incomes"” (Brécker,
August, 1988: 10}. This requires member co-ops to plan on
repaying credit out of‘the surplus to be produced on a daily
basis. For this reason the CSFS provides credit to co-ops for
specific projects within an overall development programme. CSFS
credit facilities come with technical assistance aimed at
transferring needed'ékills thereby facilitating the ability of
its member-cooperatives to realise their respective deyelopment
plans. In this way the CSFS provides credit for development and
for the purposes.of empowering cooperators to take full control

of their enterprises.
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One of theAways‘ih which the CSFS has succeeded in empowefing
members of'its cooperatives is through the provision of specialily
designed training for co-op member-managers. A further
gsignificant feature of the CSFS creditAsygtem is thatvall its
credit operations are based entirely on bank finance (Brééker.
Aﬁgust 1988: 10, 11, 16). No free gfénts or donations in the form
of either money or machinery and equipment are‘administered to

member-cooperatives of the CSFS.
H. CSFS Relationship with Donor Agencies

The C3FS has entered into a legal agreement\vith fofeigh donor
agencies which help fund it; This agreement states thatvfunding
by all agencies shall be in the form of a block grant stipulating
the amounts allocated for cOllatetal investmehts, capital |
expendituré, and recurrent‘costs. Such grants can cover any part
of the CSES total budget for the first four years of its
deveiopmept. Any funds received by the CSFS from other agencies,
however, shall Be for purposes other than those stipulated in the
CS?S«donor agréement. Furthermore, Letters of Guaraﬁtee and of
Contract fiom each agency must stipulate its involvement over the

whole four year period of the CSFS Project.

The CSFS is required to submit annual progress reports to donors
following the annual audit of the organisation. A final report at
the end of the four year period is also reguired by each donor.

In addition, the CSFS is required to keep accurate financial
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records, to submit audited annual accounts illustrating how
contributions to the scheme have been spent, and at the end of
the four years it must submit a full audited review of the

financial affairs of the CSFS.

Donor agencies resefve the right tc suspend payments under
certain conditions. These are, firstly, if their financial
contribution is not being used in accordance with the description
of the CSFS Project and, secondly, if the annual progress and
financial reports have not been submitted by the CSFS within
three months after the end of its financial year (Terms of

Agreement between CSFS and Funding Agencies, January, 1989).

Furthermore, part of the CSFS agreement with donors is that the
C5FS is to have a separate formal agreement with the Zimbabwe '
Banking Cbrperation Limited (Zimbank). This agreement between thé
CS5FS aﬁd Zimbank concerns the investment or holding of deposits
made available b? donors as collateral for bank loans advanced to
CoFS member-cooperatives. The terms of agreement are as follows:

a) that deposits invested shall not be available to the CSES for use other
than as collateral for a period of four years.

b) that the interest earned on such deposits shall be available to the
CSFS but only for those purposes as stipulated in the CSFS Project
Document.

¢} that the dep051ts are a capital grant from the fundlng agencies to the
CSFS and are not repatriable.

d) that after the initial four years have expired the CSFS is free to
utilise the collateral deposits in any cother ways it sees fit but which
are beneficial to the member-cooperatives as whole (Terms of Agreement
between CSFS and Funding Agencies, January, 1989). ‘ .
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In the séctibn immediately below we further deal with the CSFS

relationship with the bank.
I. CSF5 Relationship with ZIMBANK

The CSF5 has chosen to work with Zimbank for various reasons.
Thesé include that there is no cooperative development bank in
Zimbabwe and that Zimbank is a local bank and the only one
prepared to offer both support and financial services to
coopératives. Moreover, the Zimbabwean government holds the
controlling shares in this bank - it has direct investments in
Zimbank of about 60% (Stoneman and Cliffe, 1989: 151). Hence,
according to the‘CSFS (Project Reque§t, April, 1989: 8) this bank
is most likely to be sympathetic to the aims of govérnment policy
on co-ops, and/or at least more open to persuasion in’this regard
than most other banks in the country. Furthermore, this bank
offers facilities requiréd by the CSFS such as, a banking
facility, an Agribank facility for its agricultural co-ops, and a
hire pﬁrchase facility (CSFS Document - Relationship between
Zimbank and CSFS; CSFS ProJject Request, April, 1988: 8, 9;
Brecker, June, 1988: 9, 10),

Zimbank offers a raﬁge of services tdeSFS co-ops. These include
the provision of overdraft facilities and loans,Aménitoring éo-op
projects together with the CSFS, paying regular visits to the
cooperatives to ensure that they afe successfully managing their

finances, and training cooperative financial managers in banking
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procedures, among others (CSFS Document - Relationship between
Zimbank and CSFS; CSFS Project Request, April, 1989: 8, 9;
Brecker, June, 1988: 9, 10).

The procedure for co-ops to reéei?e locans from the bank is as
follows. Once the co-op, with the TST's:assistance. has worked
throdgh its Programme, Plan., and Pro5ects and has detailéd the
project for which it requires finanéial assistance; a loan
application is submitted by the co-op to the Loans Sub-Committee
which submits it to the Board of the CSF5 for appraval. Once
approved, the Boérd submits tge application to the bank which
considers it on its own merit applying the usual banking
procedures (CSFS Dgcument -~ Relationship between Zimbankvand

CSFS Project Request, April, 1989: 8, 9; Brecker, June,

UJ

J
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9, 10).

o

The application of usual banking procedures implies that as a
commercial bank, Zimbank advances its own funds for loans to CSFS
co-ops. CSFS funds in the form of donor deposits thus serve as
collateral only. This gives the CS5FS the opportunlty to invest
its donor funds with other banks as well, as long as such funds
can serve as collateral for loans from.Zimbank for CSFS CO-0pS.
In the process of advancing loans to CSFS co-ops, the amount of
bank funds to be used depends on the reguirements of’the préject,
the amount of CSFS mutual funds available as security, and the

amount of guarantee funds available as surety from donors.
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Furthermore, Zimbank is required té charge a commercial rate of
interest for CSFS use of its funds in order to provide the bank
with income to cover the costs éf administration among other
costs. The bank supervises its own loans including those to CS8FS
co-ops. The bank thus does not treat cooperatives any differently
from other types of enterprises when assessing loan applications
(CSFS Document -~ Relationship between Zimbaﬁk and CSKFS; CS8SFS

Project Request, April., 1989: 8, 9; Brecker, June, 1988: 9, 10).

There are. however, some advantages to working with Zimbank.
Firstly, this bank offers the CSFS interest rates Qf 14% while it
charges‘conventional enterpises 16%. This significant | A
concessionary interest rate for CSEFS co-ops has béen granted by
the Reserve Bank of Zimbabwe. CSFS won this concession through
negopiations with the Ministfy of Cooperatives which in turn
approached the Reserve Bank. Furthermore, Zimbank has several
branchés all over Zimbabwe especially in growth point areas. This
facilitates the opening of accounts by each of the CSFS coéops
(CSFS Document - Relationship between Zimbank and CSF5; COFS

Project Request, April, 1989: 8, 9; Bfecker, June, 1988: 9, 10).

Zimbank requires that co-ops open accounts with it and that the
enterprises Céoperate with the bank in ceﬁtralising all CSFS co-
ops’ accounts Ey using certain branéhes of the bank. This.
facilitates the bank’s ability to manage and monitor the loans of
these‘co-Opé.'The cooperati#e members, on the other hand, require

quick and efficient service from the bank when processing loans.

494



In addition, the cooperatives expect to be treated like viable
businesses and réquire the bank’s financial advice on the
efficient management of their transactions (CSFS Document -
Relationship between Zimbank and CSFS; C5FS Project Request,

April, 1989: 8, 9; Brecker, June, 1988: 9, 10).

In the process Of approving loans for CSFS co-ops, the bank’'s
decision is final. Furthérmore, the bank considers only thoée
loan and project applications submitted to it by the CSFS Board.
In the event of the bank’s rejectionkof any such'applicaiion, its
reasons for rejection are discussed with the CSFS Board and the:
cooperative concerned (CSFS Document - Relétionship-between
Zimbank and CSFS; CSFS FProject Request, April, 1989: §, 9;

Brecker, June, 1988: 2@, 10).
J. C5F8 Relationship with OCCZIM

The CSFS5 as an autonomous organisation has a relationship of
cooperation and support with OCCZIM. This relationship is
manifested in‘CSFst willinghess tovservice co-ops referred to it
' by OCCZIM, provided these enterprises meet CSFS membérship‘
requirements as stated in its rules. OCCZIM is a much broader
organisation and its member-cooperatives include enterprises at
all levels of develépment. CSFS, on the contrary, restricts its
membership. to potentially viable enterpises and is thus a more

specialised type of co-op organisation.
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The CSFS does not perceive itself to be in competition with
OCCZIM nor does it espouse to substitute the representative role
performed byvOCCZIM for the entire co-op movement in Zimbabwe.
Neverthe less thé C3FS sees its specialised services to
potentially viable co-ops as benefitting’the co-op movement as a
whole by providing practical =xamples of successful coopgrative

enterprises (CSFS Project Request, April, 1988: 25).
K. CS8FS Relationship with the State

In this section we deal with CSFS relationship with the state in

the form of the Ministry of Cooperatives.

The Miﬁistry provides to CSFS co-ops all its legally enacted
services such as the registration of co-ops, supervision,
training., and auditing services, among others. In addition, the
CSF5 has established close relationships with senior officials in
this Ministry who show an interest in the CSFS as one conmponent
in the establishment of‘a cooperative development bank in

Zimbabwe (CSFS Project Request, April, 1989: 10).

Furtherﬁore, the Ministry extends special training faéilities‘ as
defined by the\CSFS, to this organisation. In the light of CSFS's
needs for special courses for its TST, Board and Council members,
and co-op members such training facilities beyond the standard
fraining offered by the Ministry is important for the development
of the CSFS. In addition, ﬁhis state departmeni provides for

special training equipment which the CSFS cannot afford. The

496



Ministry has also indicated a willingness to organise and finance
educational visits to Cooperative Banks in ofher countries such.
as Spain, Botswana, Kenya, and Mauritius. Such visits éill
provide the CSFS with valuable insights and will assist in

familiarising the Zimbabwe Bank with the special requirements of

cooperative enterprises (CSFS Project Request, April, 19889: 10).

Moreover, the CS5F5 requires the support of the Ministry of
Cooperatives inAnegotiating concessions for cooperatives on bank
interest rates. Such support is also needed in the form of
permission from the Ministry for importing CSFS capital equipment
on a duty free basis. Furthermore., in the event of CSFS
participation in international conférences dealing with
cooperative credit provision t%g;sﬁpport of the Ministry is

required (CSFS Project Kequest, April, 1989: 10).

In sum, the C3FS relationship with the Ministry of Cooperatives
is related to the provision of training and services andw
facilitating the CSFS relationship with the state as a broader
entity. Significantly, the Ministry also negotiates for economic

concessions to CSFS and its co-ops.
L. C5F8 Relationship with Local NG5O's

Much the same as its relationship with OCCZIM, the CSFS has a
reciprocal relationship with some NGO’s, for example, Zimbabwe
Project (ZIMPRO), while its relationship with NGO's in general is

‘mainly mutually supportive. For example, CS5FS and ZIMPRO
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introduce each ofher as organisations to cooperatives requiring
their respective specialised serviées. ZIMPRO deals mainly with
‘start-up"po—ops while CSFS deals with potentially viable co-

ops . Such mutually supportiVe relationships among éll NGO s are

meant to maximize and refine the services and support provided to

cooperatives in.the movement as a whole.

Furthermore, its emphasis on mutually suppoftive relationships -
with other local NGO’'s enables the CSFS to gain access to various
kinds of facilities provided by other organisations, for example,
training equipment and trainihg centres (CSFES Prbject Request,
April, 1989: Z5). Zimbabwe Project (ZIMPRO), Glen Forest,
Mostrud; Zimbébwe Foundation for Education with Production
(ZIMFEP). Co-operation for Research, Development and Education
(COEDE) in Botswana, and The Institute for Technology and
Develoément (Teénica), are among the local NGO’'s with which‘the

CSFS has developed mutually supportive relationships.

The CSFS relationship with Tecnica has been‘especially
significant. Tecnica is an organised network of'skilled
volunteers “committed to social justice" (CSFS Newsletter, No. 4,
Jul?, 1989: 4). This NGO is based in Zimbabwe and éhares premises
with the CSFS. Tecnica finds and places skilled volunteers in
oféanisations requiring specific services. Such volunteers are
pléced for short periods ranging from one to three months,
depending on the availability of the volunteer and the needs of

the organisation requiring the skillls. Placements are for short
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periods firstly, because volunteers do intensive training for the
pﬁrposes of transferring skills and then leave, and secondly,
because these people finance their own placements. The short
periods prevent the host organisatién from becoming dependent on
skills provided by volunteers (CSFS Newsletter, No. 4, July.

1989: 4). | .

By July, 1989, Tecnica had placed with the CSFS three computer
specialists to train its staff and assist in establishing a |
database. a retired investment banker to advise the organisation
on the best ways to invest their collateral and guarantee donor
funds, and a manager to transfer managerial skilis to member- |
managers at Fencing Services Co-op (CSFS Newsletter, No. 4, July,
1989: 4). By now you will have read about the effects of placing

a volunteer manager in this enterprise.

M. CSFS Relationship with its Member-Cooperatives

Members of the CSFS are selected on the basis of its criteria for
servicing potentially viable cooperatives. Members are admitted
'after selection by the Board, subject to approval by the Council.
On becoming a member of the CSFS a co-op 1is required to make an
equity contribution to the CSFS in the form of the payment of
subscription fees and the purchasing of shares. This money forﬁs
the basis for determining the member's'liability for any debts of
the Scheme. In addition, the enterprise is required to wait for a
period‘of six months before recei#ing funding from the CSFS in

the form of a loan.

499



During this period project appraisals are undertaken and
technical assistance is provided by the CSFS. This is followed by
at least two years of further Aembership during which the CSFES
delivers its development and credit services to the co-op. In the
event of reeignation or expulsion from the Scheme liability of a
member to the scheme extends for a further two years beyond its
minimum membership period (CSFS Rules: 2, 3; Brecker, June, 1988:

5).

Democratic control of the CSFS is rendered possible by each
member-cooperative electing a representative to the Council which
makes general policy decisions and elects the Board to manage the
Scheme. This allows for the direct representation of each member-
‘cooperative in policy makipg. It also means that all members of
the Council and the Board receive training in projecﬁ appraisal,
which enables them to deal with bank financing, one of the

. aspects of operating an economic enterprise. Board members do not
“receive any payment for their responsibilities as Board members -
and are subJject toArecallAand replacement for any misconduct.
(Breckera June, 1988: 5; Brecker., August, 1988: 10, 16; CSFS
Rules: 2, 3, 5).

The CSFS provides for its members mutually Supportive finance and
technical assistance for their development from potentially
viable to viable enterprises. "'Mutual support’ in the CSFS

implies that each of its member-cooperatives has an obligation to
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its fellow members to be successful. In the event of a member co-
op’s failure to meet its obligations to the Scheme, for example,

to repay its loans, it is penalised. "The success of ¢ne is seen
as the success of all, just as the failure of one becomes the

responsibility of all" (Brecker, June, 1988: 5).

Furthermore, this mutual support is reflected in the system used
when issueing loans and subsidising the interest payments on such
loans. Poorer co-ops receive the smallest loanAprovision,while
relatively more wealthy co-ops are.eligible for larger loans.
Poorer cbnop's, however, are eligible for a larger subsidy on
interest than wealthier enterprises. Through their subscfiptions
and shares the more wealthy CSFS co-ops contribute to subsidising
their poorer fellow members (Brecker, June, 1988: 7). The size of
- the loan and interest subsidy is determined bykthe grade of the

cocperative.

The grading system devised by the CSFS allows for five grades. It
stipulates the maximum loan (arranged through Zimbank) and the
maximum subsidy on interest (provided by CSFS) for each grade
provided that the totai amount borrowed does not exceed total
funds, guérantees, and securities held by the CSFS. The grades

are as follows:

Grade Maximum Loan
1 28 2 500

2 5 000

3 10 0060

4 20 000
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S ' 50 000

Grade ‘ Maximum Subsidy

1 75 %

2 50 %

3 25 %

4 10 %

5 5 % (Brecker, June, 1988: 5; CSFS
Document on Grading Criteria). o

In sum, the CSFS member-cooperatives are obliged to make a
financial contribution to the Scheme in order to have access to
credit and technical services. This initial’financial
contribution in combination with the initial six month waiting
pericd and a minimum membership period of two years helps to
ensure membership committment to the Scheme. Furthermore, (SFES
member-cooperatives have effective control over the Scheme
through their fepresentatiqn on the Council. The relationship
between the CSFS and its members is essentially a mutually
supportive service relationship under the direction of the

cdoperatois themselves.
1. Political and Economic Implications of this Relationship

In this section we attempt to assess at a general level the costs
and benefits to co-ops of their'relationship with the CSFS. In
this regard we conéider the extent ﬁo which this relationship
facilitates democratisation,kéconomic viability, and self-
reliance within the enterprises by focussing on both the
political and economic aspects of this relationship. This

assessment also refers to overall costs and benefits of FSC’s
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relationship with the Scheme. This co-op is one of the founder

member-cooperatives of the CSFS.

The relationship between the C5FS and its members is genefally
beneficial to the co-ops both pqlitically and econémically.»“
Politically, member co-ops are in a position of power in the
Scheme by virtue of their control over it - the CSFS is their
finance scheme. Such control is vested in membér—cooperatives'
direct representation on the Council and the Board of the CSFS,
and in the nature of their agreements with the donor agencies and
the'bank. The various crganiéafional structures of the Schene
generally comprise of cooperators themselves, and when not, such
strﬁctures are made clearly accountable to the cooperators
through enforced rules and procedures. This was emphasised in the

section addressing operational structures of the CSFS.

Fdrthermore‘ the CSFS s theoretical and, more importantly. its
practical’approach to cooperative development and'dechratic
organisation as ongoing processes gives its members the
opportunity and incentive to concsiously proceed aiong planned
paths of development instead of operating aimlessly and on the
basis of immediate needs and solutions. This enables the
enterprises to evaluate effectively their progress towards
economicélly viable democratic organisations; The processual
approach of the CSFS also enSures its potentially viable members
of support throughout their tfansformation into viable

enterprises.
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Some of ﬁhe political implications of the CSFS practice of having
the bank sdvance loans to eo~ops'rather than relying on donor
grants, are that co-ops have complete respoﬁsibility for their
financing and the repayment of their loans. In addition, they
also learn through their experiences with the bank procedures and
requirements for eligibility for such lcans. The procedures
required when applying for financial assistance through the CSFS.
for example, the sssessment of the feasibility of a project
proposal by bbth the bank and the Board, helps to refine ﬁhé

business acumen of co-op members.

In addition, the methods used by the CSFS and the bank when
financing co-ops facilitate financial independence of the
enterprises. Such independence in turn facilitates a more
realistic evaluation of the success of the enterprises as
economiq uﬁits.VOn the contrary, the availasility of donations
and grants to a co-op complicates assessment of its operation as
an economic unit. These are significant experiential factors for

co-ops in the process of gaining self-reliance.

Economically, the co-ops benefit a great deal from their
relationShip with the Scheme. Membership of the Scheme entitles a
co-op to credit facilities and skilled technical assistance;
services which are wvery hard for co-ops to come by on the oﬁeh
market. With specific reference to FSC, the overdraft credit

facility of Z$ 100 000 obtained by FSC in May 1983 through the
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C5FS marked a turning point in the history of this enterprise and
has had important implications for the improved performance of

the co-op, with specific reference to management.

Furthermore, the need to control the—bver&raft through efficient
financial management has given FS5C an opportunity to learn what
financial management entails. The placement of a skilled
volunteer manager in FSC for the months of May and June 1989. by
the CSFS through its relationship with Tecnica. greatly
facilitated the process of learning financial management. The
placement of the manager in the co-op assisted member-manégérs Qf

F5C in effectively managing this credit facility.

Moreover, membership of the CSFS opens up opportunities for the
co-ops to survive the transition from potentially viable to
viable economic enterprises. This is made possible through the
ways 1in which’seﬁvices are rendered to co~ops‘by the CSFS.
Firstly, these services are not pfovided randomly and mainly in
cases of emergency. Instead, CSFS financial and technical support
is ongoing and is defined by the detailed agenda and the needs of
the co-op as formulated and expressed by its membefship in its

Development Programme .

The Development Programme of a cooperative is a guide to its
broad plannning process in its attempts to reach its objectives,
the primary one being the production of an adequate surplus. The

CSFS requires that its members be able to formulate such a plan
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and in cases where this capability is absent, the TST assists and
trains heﬁbef co-0ops in fofmulatingksuch'plans. The obligationvon
the part of member co-ops to produce relatively feasible three
yvear Development Programmes, Annual Plans, and Project Proposals
is significant in serving as mechanisms by which the scarce
resources of a co-op can be allocated in the best long term

interests of the enterprise and the membership as whole.

In this way these general and specific plans serve as guides to
decision~making thus providing the enterprise with a clear
wanagement control system. Such detailed guides are valuable in
the light of the urgent need for fofward planning in any |
. enterprise. They help to prevent crisis management and aimless
management and facilitate emergency decision-making in the
interests of the enterprise as aswhole when this is deemed

necessary.

Furthermore, the CSFS policy and practice with reference to its
methods of financing its members assists these enterprises in
gaining credit worthy reputations. With specific‘reference to
FSC, the co-op s substantiated request to the bank for an
eXtended Sverdraft from Z% 100 000 to Z$ 150 000 and its receipt
of this extension has illustrated to‘the members of the

enterprise the importance of building a good credit record.

Moreover, the CSFS‘recognition of the primary function of

cooperatives as the production of a surplus adequate to members’
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needs has far reaching implications for the success of its member
co-ops in their provision for the material requirements of their

members .

In sum, the nature of the relationship between the CSFS and its
member co-ops as practiced through its operational structures and
rrocedures facilitates the political self-determination and

economic self-reiiance of the enterprises.
N. Summary and Discussion

The CSFS is a unique form of organisation. It is the only known
self-finance scheme in Southern Africa established; organised,
and controlled by_cooperatives for the benefit of such
entérprises. Furthermore, it is one of the few finance schemes
for cooperétives in Southern Africa which stresses the importance
of recognising that a co¥op has to be a viable economic unit, and
emphasises self-reliance in cooperatives. In addition, it is one
aéong few such schemes which (a) employ skilled people for the
purposes of dealing with economic, training, managerial, and
social problems facing co-ops; (b) which has formal financial
agreements with a recognised cdmmercial bank; and (c¢) which

provides the necessary services required by co-ops entering loan

agreements with the bank.

It is important to note that these notions of economic viability
and self-reliance as priorities in CSFS policy and practice have

developed as a response to historical experiences of dependency
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and donor control among cooperatives in Zimbabwe. Furthermore.
the relative independence of the CSFS from donor agencies is
clearly a result of a long and difficult struggle.
The CSF5 was born out of the learnt experiences of those few relatively
successful cooperatives who were/are still the recipients of donor
assistance. (SFS reflects their heightened conscicusness and determination

to use credit for development, rather than oontlnue to request wanted
assistance (Brecker, 1988: 2).

Frocesses involved in the birth of the CS5FS as expressed in this
quotation confirm our assumption that cooperative consciousness
develops through experience. It is necessary to note, howevef,
that the birth of the CSFS was facilitated not only by the
heightened consciousness of its members but also by the
particular material conditiéns prevailing in its .founder co-ops.
The fact that the CSFS founder co-ops are relatively more
succeésful'economically than other co-ops in Zimbabwe points to
tﬁe interrelationship between economic success and the

development of cooperative consciousness.

The C5FS is a relatively young organisation and is presently
experiencing some birth pains. One of these is.the need to ensure
that the TST takes into consideration worker-members’ interests,
and not only those of member-managers. Others include recruiting
TST staff with both appropriate skills and an interest and

concern for issues confronting co-ops.

With regard to consideration of both worker-members” and member-

managers’  interests, we refer to some brief field experiences
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with two TST staff members. The Management Assistant and thé
Training Officer tended to'liaée mainly. if not only, with

mémber—managers of FSC. These TST staff members had little direct
contact with co-op members on the shopfloor. Consequently, ihese |
TST members developed relationships with and obtained information

from only member-managers.

This éituation has seriéus impliéations for the CSFS,éé
represented by the TST. Firstly., there is a danggr that co-op
members on the shopf loor will come to idenﬁify the TST as acting
in the interests of manager-members rather than in the interests
of the members as a whole . Secondly, the information which the |
ATST receives from member-managers is likely to be biaséd and this
may result in overlooking serious problems in ‘the co-op, such as
grievances about managers’ behaviour. In the event of the’TST
being identified as acting in mémber-managers' interests only,
’and of a failure to identify serious problems in the co?oﬁ
regarding the managément~producér relationship, the CSFS is

.failing to serve the cooperators.

It is true ﬁhat the Sociél Organiser in the TST is responsible
for identifying social issues in CSFS co-ops. It ié also true,
nhowever, that the Management Assistant and Training Officer’s
work cénnot be separated from dynamics of social relationships in
the co-op - ﬁanagément consultancy and training functions in a
co-op do not exist in a vacuum. In order to provide effective

assistance, all TST field staff should always be aware of these
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dynamics and consider them when collecting information and

actively working with the enterprise.

One way of learning about such dynamics is to speak to both
member-managers and members on the shopfloor. Furthermore, in
order to develop a relationship with shopfloor-members and to win
their trust the TST should'have éontact with the shopfloor before
consulting member—managers. After‘all, the majority of |
cooperators are on the shopfloor and not in the offices. Eurther,
if cooperative management is seen as a relationship, both parties

to it should be consulted.

With regard to the structure of the CSFS, there tends to be much
overlap between co-op members who sit on the CSFS Council and

Board, and those involved in managerial and executive structures

within the co-ops. The table below illustrates some of this

overlap.
Councillors Board Members Co-op Managers Co-op Execs.
A. Nyathi A. Nyathi A. Nyathi
P. Kadzima P. Kadzima P. Kadzima
(ex-chairperson)
B. Chirochierwa B. Chirochierwa B. Chirochierwa
K. Tshuma K. Tshuma K. Tshuma
R. Mlilo
N. Mavule
R. Dube ' - - R. Dube
R. Zenda : '
F. Munjeni
N. Mabhiza _ _
S. Dube - - S .Dube
A. Mathe
P. Maduda
- ) B. Mlauzi B .Mlauzi
- M. Nyoni M. Nyoni
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This table illustrates that six out of the seven CSFSlBoard
members are managers or executive_members‘in member co-ops. In
combination with the overlap in co-ops of members of the

= xecutive and managerial structures, as illustrated in the study
of FSC, these members are involved in decision-making‘prbcesses

in the CSFS. In the light of these overlaps in decision-making

and representative structures in both the co-ops and the CSFS, it
is important for the Scheme to develop mechanisms which operate

in practice to rrevent decision-making at the level of the CSFS
from being controlled by management and/or executive Structures~ N

of the co-ops

One reason for these overlags is the lack of educétion and skill
‘among general members of CSFS member CO-OPpS . The prevention of
control over the CSFS by technocrats and/or executives and for
cooperators to have equal opportunities to be involved in CSFS
decision-making structures, the general members‘need to acquire
specific skills. This highlights the importance of training
general members in skills which enable them to participate more

effectively in both their enterprise and the CSFS.

The conceptualisation of the CSFS and its structure, role and
relationships with co-op members and donors are unique. We have
discussed these aspects and highlighted the intenﬁions behind
them. We have also provided limited examples of how this

organisation works in practice, thereby providing a limited

S11



critigque of the Scheme. Possible flaws in its conceptualisation,

however, still remain to be seen.

Continuing on the subject of FSC's relationships with other
organisations, the following section deals specifically with its

relationship to the state.

V. FSC’'s Relationship with the State

A. State Involvement in the Formation and Development
of FSC

¥FS5C was formed at a time when cooperatives ranked high on the
political agenda of the Zimbabwean government. By 1983 the
government had updated its policy of promoting co-ops in its
Cooperative Policy Paper. Furthermore, with the first post-
independence elections séheduled for 1985, it was in the
interests of the party (ZANU PF) to indicate its support for
cooperatives. In the context of supportive state policy towards
co-ops and the ensuing elections, the workers of M & D
Enterprises received full state support in their endeavours to

save their Jjobs.

The Minister of Labour met with the workers when they refused t§
go home on orders from officials of this government department.r
It was at this meeting that the idea of forming a co-op
originated. In addition, the Ministry of ﬁabour played a

significant role in preventing liquidation of the enterprise and
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facilitating the worker-takeover. This process lasted ten .months:
The conditions of agreement reacﬁed between the liquidator and

reflect strong negOtiatiﬁg power on the part of the latter.

rxy
[ 43}
(@}

The basis of this power lay in state legal representation in

support of the co-op.

In initial developments in the enterpise the state played an
important advisory role. MoreVspecifically, SEDCO and the IDC
conducted feasibility studies of the co-op. Both parastatals
suggested a considerable reduction in membership to facilitate:
economic viability. The co-op followed this advice and reduced
its membership from.l43 in 1983 to 49 ih 1984. In addition, the‘
then Depafﬁment of Cooperatives facilitated the process of
registration of FSC in 1983. The government also fendered fér
buyers for the liguidator’s premises and eventually borrowed‘
money to the‘CMCU to enable thié cooperative union to make the

purchase .

In 1985 SEDCO assited FS3C financially by p:dviding it with credit
facilities to the value of 7% 70 000 for the purposes of
obtaining raw materials from its supplief, Lancaster Steel. In
the faceréf FSC s incapacity to effectively manage this credit,
SEDCO has iraﬁsformed’this credit into~a long-term loan. With the
termination of this credit the Miniétry of Co-ops assisted FSC
,&ith their investigation into manageriél malpractices in the

enterprise. The outcome of this investigation facilitated
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members ™ decision to recall the initial management committee and

expel those managers who had embezzled Tunds.

Furthermore, in the first half of 1989, the Ministry of
Cooperatives intervened in the liguidator s attempts to have the
co-op incorporated into Lancaster Stéel by érranging to sell its
unpaid machinery to this semi—parastétal. This state intervention
ﬁas in tandem with cooperaﬁive policy and in support of those co-
op members who resisted being incorporated as wage labourers into
Lancaster Steel. The argument presented by the Ministry of Co-ops
was that Lancaster Steel could not purchase the machinery from
FSC since the co-op had not followed any'legal procedﬁres for

liguidation or deregistration.

Ultimately this struggle resulted in the Ministry settling F5C's
femaining debt with the liquidator and entering into a long-term
ican agreement with the co-op for this amount df debt. FSC was
now indebted to the state rather than the liquidator for its
machinery. This arrangment rid the co—op,of itsvobligations to
the liquidator which éntailed paying off its debt in ménthly
instalmen§s4at an interest rate of 12% per annum. Essentially‘
this debt»ﬁas transformed into a soft long-term loan with the.

state.

‘Later in 1889, with Lancaster Steel’s disrgption of supplies to

FSC, the state again intervened on the request of the C3F5. This

914



time the state issued Lancaster Steel with a directive to supply

¥FSC with its raw materials.

This brief examination <¢f the role of the state in the formation
and development of FS5C indicates on the one hand. a supportive
and almost protective/cushioning role, and on the other hand. a
sense of ineffectiveness and inexperience in dealing with
cooperatives. Sonme examples of the former aspect of the state s
role are the significant participaticn of the Ministry of Labour
in challenging the liquidation of M & D Entérpfises and thus
facilitating the worker iake¥over, and the intervention on the
part of the Ministry of Co-ops in the possible incorporation of
FSC into Lancaster Steel. The fact that the co-op stérﬁed éff,
with no working capital and debt for the machinery to be paid
within four years, however, is an indication of inexéerienge on
the pért of the Ministry of Co-ops in setting up cooperative

enterprises.

Furthermore, the protective role of the Ministries of Labour and
Co-ops as opposed to the hostililty of Lancaster Steel, a semi-
parastatal, towardé FSC is a clear example of the state’s

- contradictory role in the development of cooperatives. It points>
to the harsh reality of céoperative development as a process of
struggle during which specific enterprises and/or cooperative
movements are often caught between forces at play within the

state apparatus.
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That the state can be faulted is not in dispute. When considering
the amount of money invésted in establishing the co-op to save
but a few Jjobs (forty nine), and the fact the entérprise was
marginal to start with and has made a steady loss since then. one
could argue’that it has been lenient with FS5C. Significantly,
however. the stafe's role is indispensable in the very existence
of F5C, sinoé without it., there would be ﬁo co~-op and the workers
would have né jobs. If the state had set as stringent criteria as
those of the CSFS, FSC would probably have been liquidated

already.
B. FSC and State Policy on Cooperatives

F3C., like any cooperative society, in Zimbabwe, has to fqlfill
certain requirements and is eligible for a rangé bf services as
stated in the Cooperative Societies Draft Bill, 1988. Among the
ma jor requireménts are that the co-op must be registered, it must
keep financial records and have these auditted annually by an
official of the Ministry of Co—ops employed‘for this purpose, it
must follow the guidelines for organisational structuring as set
out in this Bill, and it must set aside part of its éurplus

revenue for the purposes of creating a general reserve fund.

Among the government services available to F5C are access to
loans and/or grants. educatiﬁn and training facilities, auditting
and other financial and advisory services, and legal
representation in the case of diséutes between the co-op and any

outside party.
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FSC has fulfilled the requirement of registfation and it does
kéep financial records to which government offigials have access.
In additicon, the co-op does follow the guidelines on
organisational structuring in its election of the executive
committee, and, its balance sheets indicate that. though limiﬁed,
it has general reserve funds to the amount of Z$ 2 DOO. With
regard to government seryices available to the co-op, we know
from its history that it has benefitted specifically from the

services of legal representation.

Through its formation and memﬁership of the CSFs; however, FSC,
in its relationship with Zimbank, has been able to commence a
process of becoming less reliable on direct state funding. In"
addition. the CSFS provides the co-op with specialised financial
and business advice on a daily basis. This advice is given with
.an eye on thé growiﬁg potential viability of the‘enterprise and
its specific needs as a cooperative in formation and at a
particular stage of development. In this regard, FSC obtains more
specialised services suited tgvits needs than the Ministry of Co-
ops iz able to deliver given the shortage of co-op officials and

their general lack of experience with such enterprises.

Furthermore. the complementary and mutually supportive
relationship between the CSFS and the Ministry of Cooperatives
has facilitated FSC’'s access to concessions for co-ops on bank

interest rates. Hence, through the CSFS relationship with the
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Ministry of Co-ops, FSC and all other CSFS co-ops are able to

facilitate their relationship with the state as a broader entity.

VI. Economic Viability of FSC

A. Introduction

The evidence indicates that FSC’s members took over a firm that
had been striﬁped of all its liquid financial resources: the
balance sheét of M & D Enterprises as at 31 March, 1980 indicates
that 723 98 000 was paid out in dividends from a retained profit‘
of 23 102 000. This stripped the enterprise of a substantial
amount of liguid capital. Furthermore, graph B (see graphs at end
of chapter) shows a dramatic drop in chrent assets‘from 1983 to
1984 indicating further evidence that the firm was stripped of
its working capital before the co-op started operations in
1983/4. In addition; graph C indicates a dramatic decrease in the
level of fixed assets from 1983 to 1984. In the light of this and
further evidence, we proceed to idenpifykthe key obstacles to

F5C s viability.
B. Major Obstacles Against Viability

The major obstacles against FSC's viability over the years 1984
to mid-1989 include a severe lack of working’cépital, no access
to effective loan finance and finanéial advice, no credit
facilities, a bad credit record. financiai mismanagement due, in
part, to a lack of managerial skills, and an €normous accumulated

debt figure. Also important is that the firm was stripped of its

Si8



liquid capital before takeover. In addition, as indicated by
graph D which shows net profit before tax since 1979, the firm
was marginally viable up to 1983, but thereafter made steady

lossges.

Nevertheless, in the light of the demand for wire fences, FSC's
position as one of two local fence manufacturers, and its
relatively advanced technology as compared to that used in
Lancaster Steel, its major competitor, this enterprise was. in
ﬁhe‘eyes of the CSFS, potentially viable. With access to (a)
overdraft facilities for providing working capital to continue
production, and (b) managerial skills in the spheres of financial
and production management, this enterprise had the potential to

" succeed in the long rurt. In the light of this potential the CSFES
assisted FSC in obtaining access to such fiﬁance and skills., and

to the appropriate services reguired to secure such access.

Since its link with the CSFS, there has been a'reiative>
improvement in F8C s performance, specifically regarding
finahbial management, as shown by its management of the overdraft
and its regular payments on debt (CSFS cérrespondence, 15
October, 1890). This is an indication phat the co-op is
potentially viable and that it can manage its finances
'effectively so as to build a good éredit record. The accumulated
loss of Z$ 342 856 recorded for the year ending March, 1990,
however, indicates that FS5C’s inherited debt burden is a maJjor

obstacle to realising viability.
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C. Sources of FInance

The major sources of finance in FSC include long-term loans, a
bank overdraft, and members’® share capital. With share capital
representing a very meagre total amount (Z2$1 960 in 1989), FSC is
left entirely dependent on long-term loans. Graph E which
indicates the debt ratio. It shows the relationship between total
debts (loﬁg— and shqrtwterh) and total assets. The optimal
situation is to have this ratio below one. If above one, total
debts are larger than total assets. This is an indication that
the co-op is using borrowed money to finance its operaﬁions and

that it is insolvent in that it owes more than it has.

The history of FSC confirms that the co-op has been financing ‘its
operations mainly from borrowed funds. The credit facility to the
value of Z%$70 000 granted by SEDCO in 1985 for buying raw
material was lost through financial mismanagement. This has since
become a long-term loan to SEDCO. Additional long-term loans
inéludé a loanvfrom the Agricultrual Finance Corporation (AFC) of
about Z813 000, and one from the Sales Tax Department for

Z$170 000. Furthermore, in May, 1989 thekﬂinistry of Cofops
‘settled FSC's debt with the liquidator. This amount of 23269 000
has since become a léng—term loan to the Ministry of Co-ops. This
loan is to be paid over ten years at Z83 000 monthly starting at
the end of 1980. In'additién, FSC was granted a bank overdraft
through the CSFS to the amount of‘Z$100.000.
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The sources of finance in FSC from 1984 to 1989 can thus be
tabled as follows:

Long-Term Loans

AFRC e Z% 13 000
Ministry of Co-ops................ 269 000
Sedco. . i e e 70 000
Sales Tax Department.............. 170 000

Other Credit Facilifies
CSFS / Zimbank overdraft facility...100 000

Share Capital (1989) .. ... oo, 1 960

D. Trends in Economic Performance at FSC

Tn this section we concentrafe on the years 19383, 1984, 1988 and

1990 .
1. 1983 and 1984

During the process of negotiations around liquidation from March,
1983 to January, 1984, factory production was maintained at a |
limited pace. Consequently, sales of fencing products and
contracts for fence-erection dropped (Chiwaya, Brief History of
FSC. C3FS Library Source). This explains the dramatic drop in

sales (referring to income from fence-erection) for the year

ending March, 1984 as illustrated on graph F.

"~ More importantly, héwever, a report by Mr Chitsiga, an official.
of the Ministry of Co-ops responsible for auditting and accounts,
states that some of the co-op’s finished products, for example.'
barbed—wire, had been sold below cost thus contributing to a low

sales revenue. This is attributed to the lack of knowledge in
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cost accounting among the FSC committee members (Annual Report.

1984: 3).

Furthermcre, according to this report, the loss incurred by FSC
during this financial year was partially due toe FSC’'s continued
rrovision of high salaries and fringe benefits such as company
cars to white employees from the former_company. FSC was
responsible for financing and maintaining a fleet of thirty
motor-cars some of which were company cars.to these employees
(Annuai_Report, 1984: 2). This explains the high vehicle
‘maintenance figdre for this financialiyear (Z% 36 666) (Balance.
Sheet, 31 March, 1984). In addition, statistical evidence
indicates a drop in wages and salaries from March, 1984 to March,
1986 by about Z% 140 000 (F5C Balance Sheets 31 March 1984; 31
March, 1986). This dramatic reduction results from the
retrenchmeﬁt of mosf members and the voluntafy departure of
others. mainly whites. The departure of white high salaried staff
contributed a great deal to this reduétion in salariess and wages
(Annual Report, 1934: 2; Balance Sheets 31 March, 1984, 31 March,

1986) .

Mr Chitsiga’s report further indicates that the debtors of FSC
are mainly member debtors (Annual Report, 1984: 2). Thié results
from members having paid themselves wages in tHe form of raw
materials and finished goods since there was no cash available to
pay wages. These payments then became debts to the co-op

(Interview 4.1). In addition. the 1:47 ratio of cash to
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outstanding debts indicated in this report reveals serious

liquidity problems in the enterprise (1984: 3).

The major recommendations of this report include that the co-op
requires an injection of working capital in order toc survive,
technical advice on costkaccounting, management, marketing, and
administrétion, and assistance in preparihg and using operating
budgets. In addition, it is noted that member education is

required (Annual Report, 1984: 4, 5).
2. 1988

By January, 1989, FSC’'s debtors’ control account was at Z$116 000
with Energo Project being the largest debtor, owiﬁg the co-op 25%
-of this amount. F5C's credit terms are 30 days. Despite this,
some of its 1988 debtors had not paid.the co-op since Decémber,
1987 and the co-op had not made any efforts to récover this

- money. Furthermore, the bad debts figure was Z330 700. In this
regard FSC requested its lawyers to take aétion to recover these

bad debts.

Moreover, the creditors control account at the end of January,
1989, stood at Z$ 180 000. The largest creditors included
Lancaster Steel, its supplier, (more than 2365 000), Zisco Steel
(more than Z3% 37 000), Baldwins Stéel (more than Z$34 000), and
Bold Aids (more than Z$18 000)7 The creditors” figure for 1988
(Z$ 180 000) was thus above the debtors” figﬁre (28116 000) by
356,5% (FSC Prdfile, 13 February, 1989, S. Mutematsaka, CSFS TST).
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In addition, the table presented earlier showing sources of

finance indicates that FSC’'s long-term liabilities by May., 1989,

. were approximately Z3 624 000. The share capital of the co-op

amounited to a total of only 7% 1 960 (F5C Balance Sheet. 31

March., 1989).

This skewed relationship between the amount of money owing to FSC
pius its share capital, and the amount of money it owes over both
the short- and long—‘terms indicates a serious liquidity problem
in the enterprise and heavy debt. Furthermore, the figure for

debtors shows that FSC did not collect debts effectively..

Graph A shows a dramatic deterioration in the debt collection
pe;iod from 20 days in 1984 to 52 days in 1988. This high average
debt collection reriod indicates that debts have not been
effectively collected resulting in the co-op’s liguid capital

being tied up in debts owing to the enterprise.

Furthermore, due to a lack of control on expenditure and costing

FSC had been trading at a loss during 1988. Its products. were

sold below cost resulting>in trading at a loss, and its prices

were 20% below those of other fencing-making companies (FsC
Business Plan, S. Mutematsaka; CSFS TST, 5 May, 19839). The |
figures on 1988/89 balance sheet compared to those on the 1987/88
balance sheet indicate a downhill trend in the economic

performance of FSC. Among the reasons for this decline is the
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severe lack of working/liquid capital in FSC, ineffective
collection of debts, and the fact that the co-op had been trading
at a loss (FSC Balance Sheets. March 1988, March 1989; FS5SC

Business Plan, 5. Mutematsaka, CSFS TST, &5 May, 1989).

In the business plan of FSC, Mr Mutematsaka recommends the
following:bfirstly, that FSC improves its costing and pricing
systems. the management committee controls expenditure more
tightly. the co-op sells its ﬁroducts on a cash basis only, and
that co—op.members be encouraged to buy more shares in the

4

enterprise to raise its share capital.

E. Brief Summary of Economic Viability of FSC

1. Profitability

Graph G which indicates the level of value added for each year
carn be used as a rough econohic.indicator of the level of
economic activity of the firm - the more value added, the more
economically active the firm and so on. A serious limitation of
this graph, however, is that it does not tell one whether it is
rising/falling prices, chahging volume of sales, or changing
productiviﬁy which accounts for the changing value added. It
"does, however, roughly indicate a dramatic drop in value added
from 1983 to 1984 showing a low level of economic activity during
the périod of negotiations around liquidation. Further, the graph
shows that FSC has not subsequently returned to the level of

economic activity in 1983.
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This drop is followed by a downward trend from 1984 to 1988, an
upward trend from 1986 to 1988, and a &;wnward trend from 1988 to
i989. One possible explanation for this general doﬁnward trend in
the economic activity of the co-op is its severe lack of working

capital to finance continued production and underpricing.

Furthermore, graph D shows a negative profit since the formation
of the co-op indicating that the enterprise is not economiéally
viable. One reason for this is that the co-op is using borrowed
money to finance its operatioﬂs which are, in turn, earning less
than the interest it is paying to borrow that money. This graph
shows the marginality of the company before 1984 and the
consistent loss sinée 1984 . This demonstrateé that an
unprofitable bompany has been turned into ah eﬁen more
unprefitable co-op. This indicates the danger of taking over a
company that is in liquidation without adeguately sﬁudying the

cost problems beforehand and planning measures to overcome them.

In sum, the évidence indicates that ¥SC has been neither

profitable nor economically viable since its formation.
2. Liquidity

Graph H shows the liquidity for FSC. The current ratio should
never be lower than 1 since this means that current liabilities
are greater than assets. This graph shows that for FSC the

current ratio has been below 1 from 1985 through to 1989. This
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shows that in general, since its formation, the co-o0p’'s
liabilities have been greater than its assets. This is an
indication of serious liguidity problems and of the precarious

state of the enterprise.

In‘addition. Graph E, which indicates the debt ratio. shows that
since it formation, FSC’'s total debts have Eéen far above its
totai assets. Graph A which cshows a high average debt éollection
-period indicaies that most of the little liquid capital available
to FSC is tied up in debts owing to the enterprise. This means

that FSC has always been in a liquidity crisis.

The major reasons for the non-profitability of FSC and its lack 
‘of liquid funds are derived from both its history and the
weaknesses within the co-op. Firstly, the fact that M & D
Entérprises was stripped of éll its liquid resources before the
take-ovér has had important implications for the profitability
and viability of the firm. Secondly, the fact that the co-op took
responsibility for debt to the value of one-half miilion
Zimbabwean dollars without having any working capital with which
to produce in order to generate sufficient revenue to pay back
.these debts, has had serious impliéatiqns‘for the profitability

and viability of the enterprise.

Thirdly, the three month disruption of raw material supplies to
F5C has contributed to its poor economic performance. Weaknesses

in the operation of the co-op such as financial mismanagement,
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inefficient debt collection, failure to sell at competitive
prices - essentially a lack of effective managerial skills and of
organisational Controls for the purposes of accountability - have
contributed to its generally poor economic performance. Finally.
since FSC has been operating in an environment economically
hostile and politically ambiguous to cooperative development, it
has had little effective support towards building an economically
viabie enterprise..The CSFS5, however, has begun to provide such

support since May, 1389.
F. Distribution of Revenue and Fenefits

FSC’ s revenue reprecgents all its income obta%ned from the sale of
its goods and services,'Inoéme is used to pa? expenses some of
which‘are fixed. for example. rent and interest, and some of
which are subject to members’ decisions, for example, wages and
galaries., shares., and commissions. After the costs of raw
materials, overheads, interest, and other such ‘non-human’ costs
have been paid. an amount of income remains to be distributed
among members on the basis of their collective decision. It is
the distribution éf this remaining income which is the subJject of
discussion in this sub-section. i |

Wages and salaries are scaled based on differential skill and
experience. This’scale is continuous with that use in M & D
Enterprises. Wor ker-members on the shopfloor and work-sites are
praid weekly wages while the member-managers receive monthly

salaries. There are three levels to the scale. Member-managers
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earn the most, Z$ 532 per month, the contracts worker-members
{those who do site-work) fit into the next scale down and earn
% 276 moﬁthly, while worker-members on the shopfloor earn the
least, that is, Z$ 254 monthly»(FSC Profile, 13 February, 1989,
5. Mutematsaka. CSFS TST; 10% increase in November 1989 addéd to

these figures).

Due to the inability to interview a representative sample of
worker-members, we are unable to provide a representative
perception among general members of this wage and salary scale.
Wé have, however, already  noted some evidence, though hot
representative, of dissatisfaction amongAsome members. This
dissatisfaction, however, is not necessarily with scaled
remuneration, but with diffefentials between member-managers’

salaries and worker-members’ wages.

Furthermore‘ sales people recieve a commission as an incentive

" for them to collect debts and market goods and services. As
mentioned earlier, this commission was in operaticn from mid-l§87
to 1989 and was terminated at the beginning of 1989 due to
conflict;among sales people. During the research period, however,
this commission was reinstated. The reason was that debt
collection had deteriopated during 19889, that is, after the
withdrawal of the commission. Moreover, during the period from
mid-1987 to 1989, the period during which th¢ commission was in
operation, debt collection had improved. Hence the decision to

reinstate the commission.
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In the light of the deterioration in debt collection over 1989,
the decision to reinstate the commission is in the long-term
interests of the enterprise. Furthermore, the étate of debt
collection in 1989 is an indication of the néed to provide sales
preople with incentives to collect debts timely, and market goods
and services effectively. Commissions are in the interests of the

firm as a whole.

4 further portion of. the co-op’s income is used for paying the
'permanently hired employees of the enterprise and for the hiring
of casual labour during peak periods of produqtion, that is, for
about three months of the year (Interviews 4.1, 4.5). According
to one of the worker-members, the co-op has three permanently
hired employees, namely, the reqeptioniét, a mechanic, and a
costing Clérk. These are not members of the co-op. Furthermore.
at the time of research the co-op hired four casual labourers to
assist with fence erection (Interview 4.6). The co-op hires, at
the most, ten to fifteen casual labourers over a year (Interviews

4.1, 4.5).

Mr Mak@ni,.the chairperson, mentioned reasons why the co-op hires
casual labour during peék periods of production. These inciuded
the fact that the enterprise wés still in the process of paying_
its creditors and battling with the deficit from its accumulated
loss. In the light of these financial obligations, according to

Mr Makoni. the recruitment of new members would result in an
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increased wage bill leaving less funds for debt payments. Once
dabts have been settled. however, "the idea is to recruit

menbers” (Interview 4.5).

Furthermore, when fences are erected far from FSC s location,
abouﬁ three skilled people are authorised by management to hire
labourers in that area or provincevto assist with the completion
of the contract. This prevents a reduction of working'mémbers on
the shopfloor and on leocal work-sites allowing local production

to continue as usual (Interview 4.5).
6. Provision of Members' Material Needs

The history of FSC shows that the enterprise has experienced
Seriﬁus financial difficulties during the five years of its
existence. These have been maiﬁly as a result of a severe lack of
working capital and enormous accumulated debt. During the firét
few months after its formatioﬁ members sometimes had to do
without'&ages for up to one month (Interviews 4.1. 4.5, 4.8,
4.6,). Furthermore, during the extended period of financial
difficulty wages were generally paid from the little working
capital available to the co-op (Interview 4.5). This working
capital was provided mainly by sales of products manufactured
ﬁith funds available through the credit facility obtained through

SEDCO in -1985.

In 1985 the members of FSC received their first increase in pay

and for three to four years thereafter, salaries and wages
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remained stagnant. In October, 1989, the general members staged =a
work stoppage in an attempt to‘pressurise ﬁhe management
comﬁittee for a wage increase. By the end of November, 1989 the
co-op introduced an across the‘board increase of ten percent on
\all members’  salaries and wages in response to worker-members’
action. The work stoppage and information obtained from the few:
interviews with workér~members of FSC indicate an inability on
F3C s part to effectiveiy provide for the material needs of its

members .

Further correspondence with the CSFS after the research period,.
however, indicates that in March, 1880 FSC gave its members a
wage increment of 30 % (Letter, April, 1990). In addition, with
the assistance of the TST FSC introducing a medical aid programme

and pension scheme.

In relation to other benefitskaccruing to the members of the co-
op we have already pointed out that education and training and
the provision of tea at ﬁork are presently only available to
member-managers. We have also expressed the importance of worker-
members’” access to education for FSC’'s development as a
democratic organisation in formation. Our argument is that an
educated general membership which understands the functions and
objectives of thé‘enterprise is more capable of.participating

effectively in the co-op.
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Furthermore, FSC’s participation in the founding of the CSFS and
the struggles involved in estabilishing the Scheme has had
important implications for its ability to provide for the
material needs of itsvmembers. Without the CSFS it is highly
likely that it would not have gained access to credit facilities
with the bank and to services and assistance required to
facilitate its eventual development inteo a commerciélly viable
enterpriée. It is also likely that without CSFS support the co-op

would not have been able to build a good credit record.

Furthermore, in the absence of F5C’'s access to credit facilities
with Zimbank the members will not have been able to raise their
wages in November., 1889 and March, 1980 nor would they have been
able to obtain medical aid and pension services. FSC’'s

participation in the formation of the CSFS thus marks the first

step towards potential viability.

In the light of FSC’S enormous debt and its unprofitability, it
is questionable'whéther the co-op can afford the wage increases
introduced thus far. There is as yet little evidence in this
regard, however; information up to the end of 1989 shows that FSC
is in fiﬁéncial crisis. Despiﬁe curren@ wage levels, it is too

early to tell whether FS5C will continue to afford its wages.
H. The Market

FSC is situated in Msasa, Harare. It produces barbed-wire,

dizmond-mesh wire, wrought iron gates, stakes, and poles. and
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erects fences with the wire products it manufactures. Barbed-wire
is its main product and fence-erection, its second major economic
activity. The co-op’'s main customers include farmers and forest
rangers who usually need to enclose large portions of land;
industrial companies which requiré security fencing; whdlesalers
and retailers; and, to a lesser degree, individuals who enclose

their property with fencing (Interview 4.5).

Moreover, information obtained from CSFS library suggests that
the market for fencing in Zimbabwe is relatively lucrative:

competitors are not able to fulfill the market requirements and thus do
not pose much of a threat (CSFS Document, FSC Background History).

Although the market is competitive....[the co-op] needs to segment the
‘market in order to exploit areas that are not sufficiently served by the
larger companies (TST Summary Report, 20 February, 1989, CSFS Library
Source) .

The market for the co—op’s products seems or appears to be unlimited (5.
Mutematsaka. CSFS TST, Business Flan for FSC, 5 May. 1989)..

In‘addition, F3C is one of only two barbed-wire manufacturing
enterprises in Zimbabwe, the otﬁef'being the semi-parastatal.
Lancaster Steel. Hence, the co-op is engaged in economic activity
for which there is a niche in the market. With reference to fence
erection and the making of diamond-mesh wire, there is also a
market nighe. Thevco—op, however, faces compétition from!various
other firms such asrAfgate and National Fencing.

’ 9
In the light of difficulties faced by FSC in thé market. the

chaifperson is investigating the possibility of producing garden
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fufniture. With reference to diversification, however, FSC’'s
machinery is'technologically specific, that is, its madjor
machinery is designed for fence-making only. This places limits

on its ability to diversify.
I. Ehtrepréneurship

The skill of entrepreneurship in FSC is obtained from various
sources. Firstly, management committee tasks, specifically, those
‘of the sales team and general manager, include entrépreneurial
tasks. For exaMple. the sales team is responsible for marketing
FSC s products and services. In this regard, these members choose
specific marketing strategies depending on the customers they
deal with aﬁd the product to be sold.-The general mahager. 6n the
other hand, initiates innovative activity in the spheres of
product deveiopment and investment, and he also keeps an eye on
market trends. These members are, however, ultimatelyvanswerable

to the general membership for the decisions they take .

With regard to investment strategies, both Zimbank and the CSFS
play an important role. For example, the bank and the CSFS aré
jointly responsible for advising FSC on effectivé use and
investment of its finance. It is these_organisationé which assess
the economic viability of projects proposed by co-ops. Such |
assessments consider the long-term viability of the enterprise as
a priority. Moreover, the CSFS sets the conditioné necessary for
the most productive use of financial resources obiained by its

members. These conditions focus on a co-op’'s growing ability to
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produce a. sustaining surplus and. ultimately, its capacity to

raise the living standards of its members .

in addition, the co-op has access to various other forms of
entrepreneurial skills through the CSFS. The T5T constitutes an
imporfant source of such skills, er example, skills in project
appraisal, formulating deve lopment programmes, predicting
possible trends in the market, assessing the viability of
particular economic activities, assessing the most beneficial
medical aid and pension schemes, among several other skills.
Essentially, by employing the TST the co-ops, through the CSFS,
have institutionalised various entrepreneurial skills. In this |
way membér~cooperatives of the scheme have collective and

continuous access to these skills on a daily basis.

Considering the high market value of such skills due, partiaily.
to their scarcity, and the urgent need.for such skills in
cooperatives, the formation of the CSFS and hence the employment
of the TST proves to be an innovative solution to the severe lack

of entrepreneurial skills in co-ops.

Furthermore, these enterprises have control over the scheme and
the TST through their representatioﬁ on the Council and the Board
of the CSFS and through the accountability, in practice, of the
TST to these cobperative structures. This prevents the TST from
makiné decisions for the co-ops, a practice often adhered to by

s

rvice organisations and which contributes to eroding the

3
bl

{
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process of cooperators learning about decision-making from
experience and in this way eventually taking control over their

productive lives.
J. Discipiline and Efficiency

Varicus aspects of the organisational structures in operaticn“at
.FSC are intended to contribute to work discipline and. efficient
production.vFirétly, a clear division of labour in production
with a distinction between managerial and productive tasks is
‘meant to facilitate the effective alldcation of skills available
in the enterprise thereby contributing to efficiency. In
addition, managérial‘funotions are further subdivided into
financial, administrative, entrepreneurial., and production
management. These specialised fﬁnctions facilitate effective and
coordinated management. Productive tasks, in turn, are divided
into departments according to the various activities undertaken

by the co-op, thereby facilitating efficient production.

The inclusion’of a general., sales, factory, and contracts -
manager, and department heads in the organisational structures of
the co-op makes way for clear lines of authority and
responsibility in the enterprise. These positions of authority
facilitate the implementation of disciplinary rules compiled by
the members of FSC. Thus, Qhen member-managers’ ™ weekly reports,
presented at managemen£ committee meetings, reflect unfuifililed
tasks. the general manager enforces discipline according to

guidelines in the rules. Similarly, when members working on the
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shopfloor and on contracts arive at work late, work sloppily.
“and/or dawdle. department heads report such behaviour to the

production and contracts managers.

Discipline is enforced according to measures provided in the
"rules. Examples of disciplinary measures include a suspension
from work for one day without paymént for dawdling while others
work, a suspension from work for two weeks without payment for
members who refﬁsé to execute tasks allocated tco them, a
punishment of two days’ ™ work withcut paymént for managers who
fail to prepafe all requirements for continued daily production{
and a punishment of one week’'s work without payment for failure
of the management committee to report to general members and

shareholders any financial problems facing the enterprise.

Member-managers’ responsibility to present weekly reports to the
general manager on the progress of their tasks and the general
manager s obligation to present monthl§ and annual reports on the
state of the enterprise to general members contribute to
efficiency. In the event of such reports indidating low
productivity, marketing problems, problems with the collection of
debts, and/or financial decline, measures can be taken in time to
prevent any serious problems afisingAin the medium- to long-
term. In addition, the positions of authority in the co-op allow
for‘timely discipline thereby preventing the develobment of

growing problems with regard to work disciplinew
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Furthermore, a system of jobcards for eéch order taken by the co-
op serves as an additional mechanism by which work discipline is
ensured. Jobcards aiso facilitate efficieﬁt prodﬁction by
providihg for time allocations for each job to be completed. This
assists in planning and effectively organising the production
process thereby contributing to efficiency. In addition, a kardex
filing and reccrding system used by the despatch clerk
facilitates efficiency. Such a system is useful when ascertaining
the amount of raw materials already used and that which needs to
be purchased for stock to ensure continued production on a daily

basis.

Furthermore, the task of the costings clerk, that is, to
calculate the cost of production adds to efficiency. Costing
production is an important function since it facilitates
decigion-making about price determination, resource allocation,
and possible ways of cutting costs. The accounting books and
records of FSC., that is, its petty-cash book, sales and purchases
journals, cash book, bank reconciliatidns. and general ledger are
all well written up and correctly completed (FSC Profile. 13

February, 1989, S. Mutematsaka, CSF5 TST).

There are some factors, however, which contribute to inefficiency
in production. Firstly. the production of wrought-iron gates and
" posts is organised on an assembly-line. Two of the production

points on this line, however, are not in proximity to the other

points. The three female members of FSC have to carry the raw

i
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material to the‘oﬁtting point where the metal parts of’gates are
cut, from the assembly point to the dipping point whére the women
dip the coméleted products in rustproof paint, and froﬁ there to
a drying point. Bringing the raw material storagé place closer to
the cutting point, and the dipping point closer to the assembly
and drying points, could increase efficiency in productioﬁ'by
reducing the time taken to‘oarry raw material and completed goods.

to and fro.

This streamlining of the assembly-1line would require some thought
about efficient space allocaiion. Considering that monthly rent

amounts to Z$ 2 000 to Z% 2 500, the cost efficient allocation éf
space both on the Shopfloor and outside in the factory yard is an -

important consideration.

Gathering from the section on trends in economic performance,
costing, pricing, debt collection. and market projeétioﬁ are
areas contributing to inefficiency in the overall performance of
the enterprise. Clearly, these areas of management require

attention.

~Furthermoie, an exanination of the relationship between the level
of technology and scale of production may prove to be useful in
assessing the need for more appropriate and cost efficient
technoldgyf This Qill entail, among other activities, comparing
the estimated weekly and monthly pfoductive capacity of both

manual and automatic barbed-wire and diamond-mesh wire machines
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with the actual capacity reached on these machines. Considering
that FSC was not making barbed-wire in January, 1990, and that
these machines were idle, in this way indirectly contributing +to

a loss, such an examination will be informative.
K. Skills and Education

A significan£ feature of FSC is that well over half its
membership (36 of 49 members) is either skilled or semi-skilled.
FSC's’skillS register indicatés that about thirteen members are
skilled., working in management, metalworking and machine
maintenancé. About twenty-three are semi-skilled, engaged mainly
in fence-erection and machine-operating. Only five members are

listed as unskilled.

This skill configuration is inherited from M & D Enterprises.
This skill profile is relatively significant, considering the
generally low level of skill in most co-ops in both S&uth_Africa
and Zimbabwe. FSC “inherited’ specific skills which enable the
continued production and erection of its main product, fences.
'These skilled membe:s came with the co-op in its transformation
from a capitalist firm. On the other hand. most co-ops elsewhere
in the region do not have this advantage, having been built froi

‘scratch’ and comprising mainly unskilled members.

Although in general they are an advantage to FSC, skills and
education are unevenly distributed throughout the co-op. The

worker-members tend to have little or no education and mainly
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manual skills, such as operating a machine. The member-managers,
on the other hand, are relatively well educated. with experience

mainiy in “professional’ skills such as accounting.

Most member-managers and the bookkeepers. have had secondary
education; three of them have Junior Certificates, come skilled
and éemi—skilled members have had primary school education. Three
members have not had any education at éll, while that of about

half the membership 1is not specified.
L. Training

Since FSC’'s skilled and semi-skilled members came with its
transformation from a capitalist firm. training inkmanual skills
has ndt been necessary. In addition, the co+op’s managerial staff
is ‘inherited' from M & D Enterprises. Earlier in the chapter we
pointed to continuity in members” tasks. Management training in
F5C thus entails the improvement and expansion of existing
manégerial skills rather than basic training. These are added
advantages to FSC and significant considering that most co-ops in
the region are in dire need of both skills and management

training often requiring large amounts of financial resources.

Opportunities for further training, however, are unequally
distfibuted in FSC. Member-managers enjoy bpportunities for
fgrther training.in accounting, markéting. and bookkeepiné
financed by the enterprise. Worker—members, however, are not yet

receiving any form of general education nor any specific
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education related to the operation of cooperatives. We have
argued that access to such education is as important to the co-op

as managers’ training.

Vil. Cooperative Consciousness in FSC

A. Introduction

We know from its history that F5C is a’'phoenix’ co-op taken over
by workers in an attempt to secure their employment in the face
of liquidation. The workers’  knowledge of growing unemployment in
Zimbabwe the threat to their Jjobs were important factors
facilitating their decision to take cver M & D Enterprises. One
‘ideatianal’ factor involved in the incentive to form a co-op was

workers common experience of the threat of unemployment.

Furthermore. members’” shared experiences of labouring in a
capitalist firm has had a marked influence on their initial frame
of reference to cooperation. This experience haé significant
implications for the development of a cooperative consciousness

in F5C.
B. Members ' Prevfoqs Work Experiences

All the members of FSC were employs=es in M & D Enterprises
Private Limited. Most of the worker-members do the same manual
work they did'in the capitalist firm; the same applies to
member-managers. Worker-members were, however, wage labourers

while the member-managers were mainly salaried clerical staff in

S43



M & D Enterprises. Today, this pattern continues. All these
members are, however, shareholders in the co-op and are thus not
employees/wage labourers. FSC s members have no‘previous
experience of work in a cooperative organisation.

C. Worker-Members' Understanding of the Concept
‘Copperative’ : : .

The following quotations indicate worker-members’” percepticons of

©

co-ap:!

A co—op is where you can work either no paying any money [(not receiving
wages]. The next week you can get money to survive (Interview 4.8).

A co-cp is a good organisation. If you form your co-op you come to be rich
quicker. If you work united you never breakdowrn {Interview 4.6). )

To work for yourself is better than to work for someone (Interview 4.9).
The following quotations indicate manager-members’ perceptions:
A cooperative is a company. But it is different from a private company
because it is cooperatively owned. The decisions are participative. If you
people are doing a job one can say No, that is not right work, let’'s try
and do this”. Regardless of a manager being there, vou can listen to
someone else’s ideas. Unlike in a private company where the boss is the
one who can make decisions, here we have to make decisions together. So
that if I send somone to collect a cheque, he feels it's his cheque. There
is no reason why he should steal it (Interview 4.5).
A cooperative is Jjust like a company where workers work together to make
their own things. They are the employer and the employees. It’s just like
socialism (Interview 4.3).

The co-op is a group of people working under one umbrella; people working
together doing one thing. FSC is a co-op (Interview 4.2).

Worker- and manager-members’ perceptions differ significantly.
Worker members’ emphasise the idea of “working together . even
sometimes for no pay, is better than working for someone =lse.

These views are, however, not representative, hence we cannot
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make any generalisations. Manager-memberé, on the other hand,
emphasise the idea that a co-op is an enterprise like any other
with the exception of its organisational, ownership and decision-
making structures. These differernces are, iiké in the other
‘enterprises studied. related to members ’ specific positions in
the co-np structure. Managers’ percebtions are, in this case. in
tandem with the general manageriél emphasis on economic viability

in FSC.
D. Conclusions

The Zimbabwean state has played a significant role in FSC’s
formation. Considering the amount of state loan capital invested
in FEC, it can be argued that the state has been too lenient in
the light of the co-op’s deteriorating economic performance.

Though generally the state has not supported co-ops as promised,

FSC’'s case is indicative of some such support.

In the context of its dependence on state lqaﬁs and its general
financial and managerial difficultiés, FSC’s active involvement
in establishing CSFS is indicative of its attempts to become
financially independenﬁ. This is an indication that the members
do not intend to be dependent on state‘aid. FSC’s role as a
founder of the CSFS, a unique self-finance scheme for co-ops, can
be seen as a first step towards economic viability and self-

reliance.
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Despite its attempits to become economically viable, FSC faces
major obstacles, the key one being its high accumulated debt,
most of which is "inherited . All the evidence indicates that the
co-op has not operated profitably since its formation. Steps
have, however, been téken towards becoming profitable. In this
regard, F5C s managerial praciioes at the time of research in
comparison to previous years in its history, reflect an
improvehent in managerial performance. Although improvements at
thiz level are not yet reflected in figures on balance sheets,
they cannot simply be ignored when examining'FSC’s deve lopnent
wholistically. It is in this iight that we regard the co-op as
potentially viable. iﬁ remains to be seen, however, whethér

actual economic viability can be attained.

Abell’s (1981) principles of democratic organisation arée relevant
in FSC. Firstly. the principle of political equality whereby all
members have the right to participate directly in decisions
affecting the co-op is manifested in the role of the General
Assembly as supreme authority over enterprise decisions.
Secondly, the election of an Executive Committee and the
appointment&of a Management Committee are indicative of practices
of representation in FSC. The authority delegaﬁed to the
Management Committee cOnsistihg of skilled managers shows a
recognition on the part of the co-op that particular decisions,
in this case managerial., require specialised skilis. The key

obstacle to effective implementation of these principles,
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however, is the extreme disparity in education among members

resulting in limited producer participation and control.

Irn the light of the emphasis on economic viability in FSC. one
can argue that the enterprise elearly recogniees this aspect of
cooperative organisation as its primary goal. This emphasis is
reinforced by the CSF5 policy which regards the production of a.
sustained surplus as the key goal of a co-op. In this regard. FSC
can be.seen as an enterprise with clearly set priorities in terms

of its long-term goal to become a viable co-op.

In terms of Bernstein’s minimally neeessary conditions for
sustained democracy. the disparity in education among members is
a key factor hindering effective participation and full-sharing
of management information. FSC is also characterised by
ineffective representation of worker-members’ interests.
Furthermore, the technocratic nature of management points to
limits in the type of consciousness required by managers
according to Bernstein’'s conditions, namely a consciousness of
both ‘educators’ and ‘democratisers’ . Considering the precarious
econonic .state ef the co-op at the time of research., however, it
is understandable thaﬂ the emphasis among managers has been
predominantly on economic issues. This suggests that, depending
on the stage of co-op development and on the specific experience
ef a co-op at a .particular time, management’'s emphasis will shift

from a focus on “bread and butter” issues to concerns for member-

educaticn and democratisation.
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Further, though members’ wage increases can be seen as feedback
of FSC's economic results, it remains to be seen whether the

enterprise can afford this expense.

In the light of thece observatiorns, we coneiude that FSC faces
significant constraints to sustained democratisation and that %he
co-op practices a limited degree of participative democracy.
Lmong the ceonstraints and the reasons for}limited participation
are (a) the_disparity in education between managers and general
members; (b) the need to prioritise economic issues at this stage
of the co-op’s deveiopment and (¢) the lack of effective
representation of general members. When viewed as a process,
however; there is, some space in FSC for progressing towards
iﬁcreased and sustained democratisation. The education cof general
members, ana the introduction of a representative qu§ to balance
the management committee’ s emphasis on viability could shift the
enterprise towards greater democracy. Such a'ehift would.,
however, depend on FSC’'s economio.performanee. Unless member
education is fiﬁanced threugh grants, the co-op will need te

generate sufficient revenue to set aside resources for member

education:
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Chapter Seven ,
A Comparative Analysis of the
Cooperatives under Study

I. Introduction

.

his chapter attempts a comparative analysis of the enterprises
under stucdy. We begin our comparison at a very general level by

inok

ing at similarities and differences in the contexts in which
the enterprises operate. The contexts are important in giving arn
indication of (a) the historical and sooio-political_aspecté
influencing cooperative development and (b) the specific
‘constraints faced by such enterprises. These factors affect the
developnent of cooperatives into economically viable democratic
organisations. We then point to broad similarities and
differences among the enterprises, focusing on general
characteristics and constraints. The general differences
identified suggest that the enterprises are at different stages
of development. We continue to highlight more specific
similarities and differences. For this purpose we have chosen the
same themes as those used in the case studies. These include (a)
internal organisational features; (b) relationships with other

organisations; (¢) economic viability and (d) cooperative

consciousness.

A focus on the same themes provides for continuity in the
dissertation. In addition. as pointed out in the introduction,
these themes are significant. Firstly, the specific nature of

cooperative organisation calls for some focus on internal
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organisational features; secondly, relationships between co-ops
and other organisations indicate the type of support fendered tb
co-ops, methods employed when providing support and the effects
of support. whether bensficial or detrimenﬁal to the enterprise.
Thirdliy. considering that ccocoperatives are essentially economic
unites formed and Jjoined for material reasons, their economic
viability is a fundamentél priority. Finally., the development of
a cooperative consciousness among cooperators is an integral part

of cooperative develcopment.

II. The Contexts

Iin some ways the Zimbabwean context is similar to that of South

Africa while in others it is very different.

A. Similarities between SA and Zimbabwe

!. Economic Rnvironment

Soufh Africa and Zimbabwe éan be characterised as capitalist
economies in which the bulk of productive property is in private
_hands with production being for private interests. in the pursuit
of profit, through the employment.of wége labour. Self—managed’
cooperative activity plays a marginal role in these economies.
Moreover, a capitalist economic and institutional environment
imposes similar praétical constraints én co—ops. Such constraints

have been dealt with in detail in chapter one.
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2. Historical Background

Further similarities include (a) the legacy of colonialism and
capitalist domination; more specifically, the impact of this
historical experience on the actions and consciousness of

cooperators and on their position in broader society: (b) the

)]

evere lack of experieﬁoe among cooperators of cooperative work
and corganisations: {(¢) their low levels of,litéracy. education,
and skills (with the exception of MCC); and (d) their subdrdiﬁate
position in the economy and in society. These factors form the
cofe of internal constraints to cocperative development in both
South Africa and Zimbabwe. In addition, the predominant forms of
social relations (class. race and gender rélations5 in 54 are
similar to those in Zimbabwe. In this regard, the socialisation
processes which cooperators underge is similar. This implies,
firétly. that éooperators, both in Zimbabwe and South Africa,
face the challenge of unlearning old ways of doing‘things. and
secondly. that support structures in these countries face the

challenge of facilitating this process.

3. Social Problems

South Africa and Zimbabwe are the two most industrialised
economies in the Southern African region. Both countries,
however, have been experiencing escalating processes of

urbanisation and unemployment - social problems directly related
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to peripheral industrialisation. Unemployment in Zimbabwe is of a
similar scale to that in SA - approximately 30%. Both econcmies
are characterised by slow growth. especially in formal sector
amployment. The formation of cooperativés should be seen in the

context of these high levels of unemployment and slow greowth.

4. Profile of Co-op Hbvément

Just as in Zimbabwe, there aré two strands of coop activity‘in
SA: established farmers ™ marketing and consumers’ co-ops on the
one hand, and on the other, consumer and producer co-ops among
the marginalised and unemployed. Furthermore. in both countries
most contemporary co-ops are engaged in clothing maﬁufacture

involving mainly women.

8. Differences between SA and Zimbabwe

Some of the major differences iﬁclude (a) the étageiof
cooperative development; (b) the relétive weakness of working
class organisatibn in Zimbabwe in comparison to SA and {(c) the
role of the state in relation to cooperatives. We proceed to
discuss each of these differences briefly., considering the

implications for cooperative development.
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1. Stage of Co-op Development

Unlike Zimbabwe, SA has little historical experience of
comparable co-ops to draw from. Co-ops in SA are essentially in
formation and organisationally relativeiy undeveloped. Though the
majority of co—ops‘in»Zimbabwe share similaf features. co-ops in
this counﬁry are a few steps ahead of those in SA. Unlike Scuth

frican co-ops of the 1980s., Zimbabwean collectives have a

ja =5

-

ightly longer history of organisation manifested in the

0
}‘..l

fouﬁdiné of OCCZIM in 1983. Despite OCCZIM s organisaticnal
weaknesses, it has played a significant role in thé historical
development of the contemporary cooperative movement in Zimbabwe.
The lessons learnt from OCCZIM have had relatively significant
influence on the establishment of the CSFS as a.first step
towards a self-reliant co-op moveﬁent in Zimbabwe. This is an
indication that thoughbthe co-op movement in Zimbabwe iz itself
embryonic, it is at a further stage of developmenf than that in
SA. Although one can identify major clusters of éo—ops across SA,'
there is as yet no formally established progressive co-op

movement in this country.

2. Relation to the Workers Movement

South ﬁfrican«cooperétivesvand cooperaéive organisations have a
potentially strong support base from which to start - a well
established workers  movement. Such a social force is and has
long been absent in Zimbabwe. The history\of working class

organisation in SA is likely to have a significant impact on
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cocoperative development and broader ccoperative organisation.
Recent developments, including organising the urnemployed and

trade union support for cacperatives, are indicative.

AIt is important io note, however. that a strong working class
movément has to be aligned with felatively succéésful céoperative
énterpfises in order to form the baée for cooperative
organisation.‘in 5A today. there are very few successful
coopaerative enterprisesf‘The absence'cf a cooperative movement ié

in a sense a reflection of the current state of co-ops in SA.

3. Role of the State

ike its Snuth African counterpart, the Zimbabwean state has

feet

Un
made some commitment to support co-ops. We have noted the

dis juncture between Zimbabwean state prdmises and practices in
this regard. and ha#e explainedyihis in terms of the balance of
class forces in Zimbabwean society. Our conclusion is that the
apsence of strong working class. peasant, and/or cooperative
organisations makes it difficult for the relevant parties to
demand actién on state promises. Nevertheless. we should net lose
sight of aevelopments in the field of state policy’on‘oo~ops,
such as the effects of the CooperativeySocieties Bill of 1988. We
should also bear in mind state support for FSC in the form of (a)
legal representation in preventing liéuidation of the fifm; {(b)

advice in the initial developments of the co-op; qnd (c)
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financial support. In the current situation in SA, such general

and specific forms of support are a long way off.

Thé legal position of cooperatives differs in the two countries.
Although legislation governing co-ops in. Zimbabwe today dates
back to the colonial periocd, steps are being taken to draft new
legislation. The latést legislation, the Cooperative Societies
Pill 1988. speeifies conditions for registration with the
Ministry of Go~éps and sets out clear provisions for
organisati@nai structure and duties within co-ops. Although
informal. unregistered pre-coops are found both in SA and
Zimbabwe in rural and urban areas, a large proportion of
Zimbabweaﬁ collectives are registeréd. Because no relevani
legislation exists in SA, the vast majority of co-ops in SA have

no specific legal status.

4. Additional Differences

Further differences in the features of co-ops in these countries
are that (a) co-obs in Zimbabwe are predominantly engaged in
agricultural activity whilé those in SA are found mainly in
services énd manufacturing and (b) unlike co-ops in SA, |
collectives in Zimbabwe generally inclﬁde in their organisational
structure an elected management committee and general manager. In

addition. in Zimbabwe, collectives are financed by the

‘fﬁyjééntributions from. cooperators in the form of
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demobilisation funds, by donor agencies and through the CS5FS. In

SA, such ventures are mainly financed by donor agencies.

In sum, the key similarity between co-ops in Zimbabwe and SA are
that they face similar internal and external constraints. Among
‘the key differences are that (a) Zimbab#ean mo-0ps have access to
state support, a factor which is absent in SA: (b) these co?ops
have a Sligﬁtly longer history of organisation than in SA and (¢}
some Zimbabwean co-ops,vspecifically those involved in
establishing the CSFS, have taken significant steps to#ards_self-
reliance while So&th African co~ops are generally locked into

dependency relationships with donor agencies.

IIi. General Similarities among the Co-ops

All, but ¢ne. of the South African co-ops under study, have been
initiated by the people for whom the enterprises were intended.
It is only the Spinning Projecﬁ which was initiated by the CWB.
In SA, co-ops are generally initiated by cooperators.themselves‘
by community leaders, trade unions and service‘organisations.
This pattern of initiation is very different from that in the

rest of Africa:

African cooperatives, unlike similar organisations in industrialiserd
nations, did not emanate from the people for whom they were intended. but

rather in response to active encouragement and financial assistance from

996



governments, because they were considered instruments of development (ILO,

1988: 10).

The absence of government assistance and encouragement for co-ops
in SA has resulted in a different pattern of initiating co-ops.
These initiatives have been partly in response to available
financial assistance from donor agencies, rather than from
government . Moreover, such ventures have been undertaken mainly
as strategies of survival and political mobilisation, rather than

as instruments of development.

At a general }evel. the co-ops under study are relatively
simiiar. For example., all the entérprises are small-scale with
menmberships ranging from eleven to fifty-séven people. With the
exception of some members of the MCC, for example. the manager.
the producers are generally drawn from among unémployed and
marginal populations. All the enterprises are éngéged in
manufacturing while LE and F5C also provide primary services. The
co-ops were initiated with the éim of creating and for saving
jobs. For this reason, a major concern for the producers is
material survival. With the exception of MCC and FSC, the
enterprises are essentially‘engaged'in informal economic activity
for the purposes of survival. The co-oﬁs under study are

essentially marginal to the economies in which they operate.

The enterprises face similar constraints. Among these are a weak

capital structure; a highly competitive market; lack of and/or
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limited access to credit; lack of skills, more e5pecially
management skills, and education; the absence of an appropriate
legal structure in which to operate; and non-democratic habits

and values on the part of the membership.

A further similarity is that each enterprisevhaé a particular
power structﬁre around which revolves conflict within the co-op.
The bases of power and conflict in each enterprise are, however,
very different. Related to this similarity, is'énotheri namely,
that people in different roles and positions in each enterprisé
have different perceptions of "the co-op. Furthermore, each of the

enterprises are linked to a support structure(s) of some kind.

IV. General Differences among the Co—-ops

The enterprises differ in the products they make and the markets
for which theyrproduce. The SP pro&ﬁces hand—SPuniyarn for a very
specific and limited market, and virtdally for one custoner, the
Sheep Shop. The LBC makes cement bricks and blocks with its
market being mainly small-scale building contractors‘engaged in
donstructing low-cost housing. MCC produces up-market furniture
while FSC makes and erects fences and gates mainly for farmers,

forest rangers, industrial companies, wholesalers and retailers.

Although all the co-ops under study lack managerial skills. some
are’worse off than others. In this regard, LBC is worse off than

the SP, MCC and FSC who have access to relatively skilled
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managers; Similarly, with regard to financial resodrces and
member-education levels, some CoO-0pS are worse off than others.
In terms of access to credit, for example, LBC is financially
worse off than 8P, MCC, and FSC. In terms of debt, FSC is worst

off because of its inherited accumulated debt. Member-educatiocn

}..)
[0

vels tend to be lqwer in SP and LBC than in MCC aﬁd FSC. With
regard fo economic viability, the SP and LBC are unviable while
MCC.and FSC afe potentially viable. As a result, economic
problems differ from one eﬁtérprise to another. Furthermore, the
co-ops differ in thé type.of'service orggnisations to which they

are linked. These differences will be dealt with in detail later.

A. Significance of these -Differences

These general differences, more especially the fact that some
enterprises are worse off fhan others in particular respects,
indicate that the'éo-ops under Study are- at different stages of
development. Along a continuum of stages of development, the SP
and LBC are in the early stages of development with LBC slightl&
ahead of the SP, while MCC ahd FSC are further along the
continuum, at later stages of development. with FSC slightly

ahead of MCC in certain respects, and vice versa.

These differences in stages of development among the enterprises
are reflected in their levels of organisational development,
their relationships with other organisations, their viability,

and members’ consciousness. We proceed to highlight more specific
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similarities and differences among the enterprises by focussihg

on the above-mentioned aspects.

1. Internal Organisational Features

kIn comparison with the other’enterprises studied, the SF has a
relatively simple and informal organisational strﬁcture. The
organisation of the laboﬁr'process is also reiatively simple with
the major division of tasks being that between manggement and
production fasks. There is little techﬁical divisioﬁ of labour in
the 5P. The producers are engaged in the single-faceted task of
spinning. The étructure of the LBC itself is also relatively
simple. It differs from the SP in its more complex organisation
of the labour process: in addition to the ma jor diviéion between
management and production tasks in LBC, there is a technical
division ©of labour in this'enterprise‘reflected in tﬁe production
of bricks along an assembly-line. Further, the broader structure
of LE. of which LBC‘is an integral part, is organisatiohaily more
complex than that of the SP. Although more complex, the key
rroblem arising from the weaknesses in LE s organisational
structure, namely, that it is inconducive to organisational
efficiency, democracy and economic viability. suggests that LE

and LBC are organisationally relatively undeveloped.

Whern considering the organisational features of MCC and FSC in
relation to those of the SP and LBC, it becomes clear why we

perceive the latter enterprises as being in early stages of
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deve lopment. Firstiy, the organisational structures‘of MCC and
FSC are more complex than those in the SP and LBC. In addition to
a2 clear division between management and production tasks in these
enterprises, there is a relatively ﬁell developed technical
division of labour reflected in the division of production intc
departments with department heads. Furthermore, there‘is é sense
of progress in . organisational development in béth MCC and FSC - =
pProcess abSenﬁ in the other enterprises. This is especiall?
visible ih developments in Lﬁe organisation and contrél of

~ production in MCC, and in the separation of the Executive and
Management Committee tasks in FSC. Moreover,'this differential in
organisational complexity is not a function of size, as the SP
and MCC are similar in size while LE and FSC are similar in this

regard .

Similar to LBC, MCC forms part of a network ofrehterprises.
'Gnlike the.casé of LE., however, co-ops in the Overberg region are
structurally independenf and only functionally inte:dependent./
These Organisatiohal linkages allow for supportive relatianships
among the co-ops, rather than exploitive relationships asz in LE.
ﬁcreover,.the organisational structure of FSC is more advanced
thaﬁ thatiof either of the other co-ops. Unlike the other
enterprises, FSC has an ownership Struétare in addition to a
management stfucture subdivided into financial, entrepreneurial
and production management. In this regard. FSC is the most

develmpgd‘organisationally.
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a) Management

In the paragraphs immediately above we compare the basic profiles
of the cooperatives’® internal organisational featurés. This
begins to show differences in the stages of organisational

deve lopment of the enterprises. Considering. however. the
importance of managemenﬁ as an ihstitution and orgaﬁisational
feature in‘any economic enterprise‘ including a cooperative, a
comparative analysis of management structures is likely to reveal
more about stages of organisational development. It is thﬁs in
arder to proceed with such an analysis. For this purpose we focus
on the following reiated aspects of management:

a) who recruits/elects/appoints and hires management;

b)_criteria used to introduce managemént;

¢t the form which managenment takes;

d) the material and social base of management;

the power and accountability of management;

o
T’

f) producers’ power in relation to management and levels of
participation in decision-making and

g) the quality and effectiveness of management.

We proceed by dealing with each of these criterion in the above.
order and point to some of the sociclogical insights which these

comparisons provide.

(a) Recruitment. Management in the SP is recruited and hired from
nutside by thé service organisation (CWB) for the enterprise. The

spinners did not choose their manager. In this regard, the
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situation in the SP is very different from that in the cher
three enterprises where management is either elected or appointed
by the producers. In LBC the producers electéd,Mr Langa as
manager . In MCC the producers appointed thé manager . while the
ﬁanagement‘Committee of FSC is appéinted by the Executive
Committee which is elected by the General Assembly. In thié
respeci. contrary to practices iﬁ-the SP, those in the other
three enterprises are more in tandem with the cooperative
principle of control, through elections. by the producers. Hence,

'

we regard these three enterprises as relatively more developed.

(b) Criteria. In the case of the SP, the criteria used to
introduce management were both the need for such skills in the
enterprise and the skill of the person recruited. These criteria
ware, however, set by the CWB and not the producers. In LBC the
following attributes were considered when electing the manager:
his experience, though limited, in business operation; his
ﬁosition as both cémmunity leader and.elder; his relative
proficiency in English and access to donor agencies for funds.
The manager of MCC was appointed on the basis of his previous
performance as acting coordinatdr doing managerial tasks. and of
the need for skills in the enterpriSe¢ Similarly, in F5C the
management bommittee was appointed on fhe basis of their skill

and previcus managerial experience in M&D Enterprises.

In the latter two-enterprises skill and experience formed the

basis for appointing management. In the light of the severe lack
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of such skills in co-ops. such appointments are in the interests
of the development of the enterprise. Although the manager of the
5P was similarly chosen, the ke§ difference is that she was not
chosen by the producers, a practice which relinguishes control by
the producers thereby hindering the development of the proiect
int§ a cooperative. With reference to LBC.relection of the
manager,oﬁ the basis of his personal power has proved to be
detrimental to Eoth the organisational and the economic

development of LBC.

(c) Form. The general scarcity of managerial skills anmong
cooperators and of'managers who want to work in cooperatives
indirectly affgéts the‘form of management in co-ops. People in
this capacity often have to be hired from outside the enterprise.
In addition, a generai lack of financial capital in co-ops makes

it difficult for them to have more than one skilled manager.

In the SP the manager is a single person hifed by the CWE from
outside the project. She is not a mémber of the SP. In the case
of LBC, the manager is é single person assisted by’én
administrative ccmmittee; Both tﬁe manager and the committee
members are not members of LBC. however, they are members of LE.
In/MCC the manager is assisted by one édministrative,assistant
and both these.people are ﬁembers’of the cooperative. The
Management Committee of the FSC consists of the general-, sales-,
- financial-. contracts-, and factory-manager all of whom are

menbers of the co-op.
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In the light of the generai definition of a cooperative as an
enterprise in which the members are simultaneously thekowners,
workers and managers, having member-managers is an indication’of
developments along the lines of cooperative organisaticn. In
addition, a clear division of labour within management as in the
vcase of F3C is more conducive to efgiciency than, for exanple,
the heavy load of tasks carried by the manager in MCC. This
contributes positively to the organisational development of the

FSC in terms of task specialisation and efficiency.

(d) Material Base. The membership position of management has
implications for its material base, that is, the source of its
reﬁuneration. In the case of the SP, the material base of
management is locatéd outside of the enterprise with the manager
obtaining her salary from the servicé organisation rather than
the enterprise. Considering the absence of accountability
mechanisms between the CWB and SP, this feature piaces unlimited
power and control in the hands of the manager. This leaves the
producersvdependent on and powerless in relation to management, a

gituation clearly indicating the prematurity of this enterprise.

In LBC, this base is, in theory, only partly located within the
enterprise. This is so0 because management;S'basé is spread over
all the enterprises in LE. Though, in theory, management is paid
by all the enterprises, our account of practices in this case

clearly indicate the contrary. When funds are available, LBC pavs
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management; when not, management is not paid. Contrary to the
circumstances in the SP and LBC. the material base of management
is located wholly within both MCC and FSC with managerial

salaries drawn from the revenus of the respective enterprises.

In comparison with the position of management in the premature
enterprises (SP and LBC). this institution is more solidly based

within MCC and FSC.

(e) Managerial Power and Accountability. The skill levels of
management in relation to the producers, its form and the
location of its material base have direct implications for its
power in decision-making and‘its.accountability to the producers.
.
In the SP all such power is in the hands of ﬁheAmanager. No
acgauntability is practiced, and there are no mechanisms to
ensure /facilitate accountability. Similarly, management in LBC is
all powerful with very little accountability. Mechanisms
availablé to facilitate accountability are weak. In MCC
managerial authority is in the hands of the manager, however. the
power of management is regularly checked by relatively strong
mechanisms. Management in FSC élso holds full authority with each
manager being overseen by the General ﬂénager{ Accountability to
the General Manager and the Executive Committee is pra;ticed
through weekly reports in committee meetings. In theory.

managerial power is checked by the General Assembly in monthly

general meetings. In practice, however, this is simply a
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formality because of the disparity in education and expertise
between management and general members, and the consequent

inability of producers to effectively challenge management.

With regard to manaéerial accountability, the SP and LBC are at
the bottom of a rung of increasing accéuntability, with FSC
falling towards the centre, and MCC located beyond the mid-point.
It is important to note that relatively more Comﬁlex managerial
structures in FSC do not necessarily imply greater
acoountability. In comparison to MCC, the larger size of FSC, the
greater disjuncture in expertise and education betwéen managenent
and producers, and the absence of effective representation of the

prroducers hinder greater accountability.

(f) Producers” Power and Partic.ipaiion in Decision-making. The
power and accountability of management in turn has implications
for the power of producers in relation to management and the
extent of member participation in decisionfmaking. In this
regard, there is no participation on the part ofrproducers in
decision-making in the SP. The spinners.are powerless in relation
to their manager . Member-participation in decision-making in LBC
thfough practices of "non-opposition” is essentially symbolic
rather than real leaving producers powérless in relation to théir
more articulate manager. In comparison tb the circumstances in
the fbrmer enterprises, there is a relatively high level of
member-participatioh in daily managemént and some, though

limited, participation in medium- to long-term decisions in MCC.
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Though limited, the latter sphere of participation is real rather
’than token and pakes place by simple majority voting. Producers |
in MCC are thus relétively more pbwerful. Member-participation
and power in FSC is hindered by thé education disparity meﬁtioned
carlier and the lack of effective representation of producers’

interests.

In this respect., on a continuum of increasing participation., the
- SP and LBC rank lowest, with FSC placed about one quarter of the

way up, and MCC placed slightly above the mid*pdint.

(g) Qﬁality'and Effectiveness. The above analysis‘combined.with
the knowledge gained from the case-study material, enables one to
characterise management in the SP as centralised in the hands of
one person and imposed on the producers. The manager is
ineffective in empowering the producers although the process of
transformation of the SP into a co-op cah be seen as a start.
Further‘ it is too early to evaluate manageriél effectivity in
improving ecénomic performance in the SP. Similarly, management
in LBC is centralised and ineffective both in empowering the
pfoducers-and in improving economic performance. Managerial
a&thority in MCC is also centralised. The key differences in
relation to the former enterprises, hoéever,;are (1) that
management is accountable to the producers and (2) that the
manager has been relatively effective in faciliiating the
empowermant of the produceré and the improved economic

performance of the co-op. In the case of FSC, managerial
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authority is centralised in the management committee resulting in
technocratic management. The management committee of FSC is not
working towards empowering the producers. It is, however, working
towards improving the economic performance of the enterprise.
Results, however, with reference to improved economic performance

still have to be seen.

b) Implications for Cooperative Management

These compariscns suggest that factors (a) to (f) above have

significant implications for thé role and effects of management

on cooperative development and organisatioﬁ. Oh the basis of

these Qomparisons with regard to éooperative management, we

conclude that

(a) skilled and experienced management is a necessary componeht
of successful cooperative development;

{b) management should be chosen by the producers;
{¢) managers should be co-op members remunerated from co-op funds

and .
(d) there are three prerequisites for accountable management:

1. practicable accountability mechanisms:

2. an educated general membership and :

3. effective representation of producers’™ interests.
Furthermore, the comparisons suggest a relationship between (a)
methods of recruitment and appointment of management; (b) its
form and material base and (¢) its accountability. There is a
further relatipnship between the level of education and degree of
effective representation of producers, andkmanagerial

accountability. The contrasting experiences of the SP -

characterised by management recruited and paid from outside the
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co-op, and by unskilled membership - and MCC - with skilled
membership and a member-manager - are indicative of these

relationships.

2. KRelationships with other Chganisatjons

a) Differences among the Servioe Organisations

=]

ach of the £0’s in this study are different in nature. The CWB
ieg a welfare organisatioh; the MAG, a community development |
organisation; the UWM a political organisation for the unem@loyed
and the CSFS, a self-finance scheme for cooperatives. Unlike the
latter two, the former have afreligigus orientation. The CWB and
MAG are more esﬁaglished compared to the UWM and CSFS which are
younger organisations in formation. With specific reference to-
coéperative deVelopmént, however, the CWE and the UWM are
inexperienced compared to the MAG and the CS5FS5. FurthermoreA the
UOWH | CSFS and MAG have a more grassroots base than the CWB. In
this regard, the unewployed organised by the UWM (with'the
-exception of the cooperators in LE and BC which were in the
prccess*of‘struggling for suchvrepresentatibn atvthe time of
research) have direct répresentation on its deéiéion;méking
structures. In the CSFS, the cooperatofs served have direct
repreéentatien onvdecisioﬁ—making structures. Similarly, in the

MAG, the community served is directly represented.
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Significantly, with the exception of the CSFS, none of the
service organisations have a clearly defined policy specificaily
on cooperdatives and their activities in the develobment of such
enterprises . Although the MAG has a clearly defined development
policy, it is general rather than specifically concerned with co-

op development. The CWEB and UWM, on the other hand., have neither
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ined general development policy nor such peclicy on
co-op development. Also significant, 1s the fact that the CSFS is

the only organisation established by co-ops for co-ops.

b) Relationships with Funding Organisations

Due to a lack of information on the CWB's relationships with
funders, this section focuses mainly on the MAG. the UWM. and the
| CSFS. The MAG. being a relativeiy»established SO, has access to
various sources of funds thereby enabling it to seek and choose
funding on terms which suit its development policy. On the
contrary, at the time of research, the less established UWM was
dependent on a single source of funds through SCAT. Its
relationship with SCAT was such that it had little. if any. power
to influence the terms of funding. Consequently. when SCAT
withdrew its support for the unemployed due to changes in its

aims and policies, the UWM was left in financial crisis.
The CSFS stands out as the most powerful SO in relation to
funders. This is reflected in its legél agreement with the

funders and its relationship with Zimbank. The CS5F5 is one among
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few SO in Southern Africa engaged in formal financial
transactions with a recognised commercial bank. All the evidence
indicates that the CSES 1s by far the most advanced service

organisation in the sphere of cooperative development and

c) Relationships rmith Co-ops and their Implications

In their relationships with the co-ops concerned, the MAG and the
C5FS emphasise self-reliance and»see Cooperatives as essentially
ecanomic enterprises which compete in a market. This.philosophy
is refiected in the actions of these S5O0°s. Both the MAG and the-
CSFS do not provide financial granfs to CoO-0PpS; instead., they
provide and/or facilitate access to loan finance. In addition,
such financing is accompanied by skilled financial management
services. On the confrary, the practiées of the CWB and the UWM
of providing and/or facilitating access to grants/aid without
skilled services to accompany such aid contradict the notion of
_.co-ops as self-reliant, primarily'economic enterprises. The key
difference in pol;cies-and practices of the MAG and the CSFS,
‘however, is that the practices of the CSFS are based on clearly
specified policieé oh cooperative development and cooperative
sélf-finance. Our exposition of these éolicies clearly indicates
that those of the CSFS are by far more advanced than the

development policy of the MAG.
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In the case of the CWB, its continuous financial support for an
unviable enterprise; the top-down management relationship,
particularly in the process of transformation into a COo-0p; and.
its essentially employer-employee relationship with the spinners
has created a dependent enterprise. This has effectively

sempowerad the producers, a situation inconducive to building

[

d
éelf—reliance. Similarly., the UWM's practice of providing grants
and its inexperience and lack ofvSkill in servicing co-ops has
had a detrimental effect on the development of the LBC into a
viable, democratically organised enterprise. On the contrary, the
approach td co-op development:of both the CSFS and the MAG, their
practices of providing only loan finance, and their provision of
services by skilled pebple have had positivé imélications for
both economic development and democratisation in the entefprises
concerned. Of particular importancélis‘the significant role of

the CS5FS in promoting self-reliance in co-ops.

These comparisons suggest that there is a direct relationship

D

@

tween service organisation policy and practice. and cooperative

development.

3. Economic Viability

In this section we attempt to further our comparative analysis by
focussing on the criteria used in this work to define an
gconcmically viable enterprise: such an enterprise

{a) performs competitively in the marketplace;
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(b) controls its costs and
(c) effectively manages and invests its resources over the short-

medium- and long-term (ICOM: 1987: p. 1).

In addition to these criteria. we focus on
(d) sources of finance;
(23 major obstacles to economic viability and

(f) enterprise ability to provide for members’  material needs.

att

]
o
k1)
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Y
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¥y criteria indicate degree of financial independence,
the nature of =concmic problems, and enterprise ability to pay

living wages.

a) Defining Criteria (a, b, and c)

In the light of thése criteria, the SP is economically unviabie.
Firstly., it depends on one customer and produces unmarketable
yarn - indicating littie competitive performancé. Secondly,
accumulated stock of badly spun varn for which the spinnérs were
paid is indicative of ineffective cost control. Thirdly,
purchasing bad quality raw wool and paying the spinners for badly
spun wool without taking action to improve spinning skills
reflects ineffective management of both financial and skill
resources. This situation has, however, changed with the

introduction of quality control.
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LBC operateé in a highly competitive low-cost housing
:enstrugtion market dominated by large contractors who obtain
supplies from largé firms. This limits its customers to owner-
builders and small building_oontractbrs. In this market context,
a lack of working capital and of a specific marketing stfategy
results in non-competitive performance. Furthermore, all the
evidence given in the relevant case study material indicates
ineffective cost control and resource management in LBC. Much the

same as the 5P, LBC is unviable according to these criteria.

On the contrary, MCC performs competitively in a specific market-
niche for upmarket goods. Its ccmpetitiveness results from the
‘high skili level of its members, the consequent good workmanship
reflected in high quality products, and the unique features‘of
the product itself. These factors are generally absent in the.
other enterprises. In addition, MCC was one of the first
enterprises to enter the futon market. a significant factor in
its competitive performance; Moreover, this enterprise has been
relatively effective iﬂ cost control and resource management. MCC
thus meets the criteria for.an economically viable enterprise. In
the light of the economic problems faced;by MCC at the time of
researéh we régard this enterprise as potentially the most viable

among those under study.

Qur =valuation of MCC is clarified when:considering the situation
in F53C. Considering (a) FSC s antagonistic relationship with

i

Lancaster Steel, its key supplier and sole competitor and (b) its
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history of underpricing products in relation to its manr'
competitof, ESC is not performing competitively. In relation to
cost control and resource managemeht, this enterprise 1is
beginning to take steps towards more adequate practices. The

outcome of these steps, however., are still to be seen.

On a continuum of incresasing economic viability on the basis of
the definitional criteria used, SP and LBC rank lowest, with FSC

placed towards the midpeint and MCC ranking highest.

b) IMpIications

These comparisons suggest that the following factors are among
key componénts for economic viability in'co—ops:

{(a) access to more than one customer and supplier;

(b) strict cost control;

{=) technical skill among members; -

(d) the production of quality goods; _

(e) the availability of working capital and

(f) a specific marketing strategy.

Furthermore. they suggest a relationship between technical skill,
the quality of products, the kind of market likely to be
attracted, and economic viability. The experience of MCC -
specifically, the high skill level of its members, the uniqueness

aﬁd.high quality of»its products, and fhe upmarket niche in which

it operates - is indicative of this relationship.
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c) Sources of Finance

The SP obtains its revenue mainly from loans and grants from the
CWB and from sales. The relative proportions of these sources of
revenue are unknown. Revenue in LBC is derived mainly from
financial aid and unpaid loans with the contribution from sales
being minute. Similarly. F5C 1is financed mainly from long-term
loans and other credit.facilities. Payments on loans were planned
to commence in 1990. As yet, little revenue is derived from
sales. On the contrary,‘MCC obtains its revenue mainly from sales
with a loan. being repaid on the terms agreed. as starting

capital.

In terms of‘financiél independence, the MCCvis potentially the
most economically viable of all the enterprises under study. In
the light of developments in the FSC, namely, its'membership ot
the C5FS., this enterprise is potentially more viable than either

=l

the SF or LBC. The LEC is clearly unviable. In the absence of
guantitative information on the SP, we cannot provide a definite
evaluation of its viability:; we do, however, suspect that it is

not viable. Further, the latter two enterprises shbw little

potential for progress.
'

'd) Key Economic Problems

Significantly, at the time of research. the enterprises under
study were each in economic crisis. The reasons for and natures

of each crisis were. however., very different.
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The key problem in the SP is theAcontinuous production of bad
guality yarn due to a lack of spinning skills resulting in an
accumulated stock of unmarketable yarn. In LBC, the key>problem
is financizl mismanagement. The central problem in MCC is related
+o marketing and cash flow, while that in FSC is related to a |
histeory of unprofitability, serious liquidity problems and
inherited accumulated debt. These differences indicate that scome
of these enterprises are worse off than others thus having a
longer road to travel towards economic viability. In this regard,
among the co-ops studied, the 'SP and LBC are furthest aﬁay from
being eéonomically viable, with FS5C being slightly closer to
-potential viability, and MCC being potentially the most viable

enterprise.

.e) Key Economic Problems: Reasons and Obstacles to Solutions

The SP: The major obstacles include (a) a failure to test the
feasibility of hand-spinning: (b) a lack of both production and
management skills; (c) frequent changes in management and the
employment (until recently) of inexperienced péople-in this
capacity: and (d) the absence (until recently) of an economic

development plan for the enterprise.

LBC: In this enterprise the major impediments include (a) a lack
of financial resources; (b) the mismanagement of already scarce

rescurces: {(c) a lack of managerial skills and inexperienced
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management; (d) ineffective support services; and (e) an

organisational structure inconducive to economic viability.

MCC: At the time ¢f research, the major constraints to viability
in this co-op were (a) undercapitalisation and (b) a lack of

specific management skills., namely, marketing skills.

F5 In this co-op. the main stumbling blocks inclﬁde (a) a lack
of financial resources; (b) no access, initially, to effective
locan finance., credit facilities and financial advice; (¢) a bad
credit record partially dus to financial mismanagement because of
an absence of managerial skills; and (d) an enormous accumulated

debt figure.

in essence, the obsfacles in SP amount to ineffective support
services on the part of the CWB for the purposés_of building an
economically viable enterprise. The impediments in LBC are
embedded in various sources. One of these is lack of capiﬁal
among the unemployed and financial dependence fostered in a
context of'easily available financial aid. Another is the poOwer
dynamics among the members of LE in the context of conflict over
scarce materiai resources, and an organisational structure unable
to interrupt such cqnflict. The’constféints in MCC derive from
the growth and development of the enterprise, while those in FSC
are embodied invthe consequences of a worker takeover of an

already unprofitable firm stripped of its liquid finance.

379



These comparisons suggest the following:

fay

that the key constraints to economic viability in the co-ops

are lack of finance and managerial skills;

2. that the kinds of economic problems faced by the enterprises
differ depending on the stage of cooperative development;

3. that there is a relationship between organisational structure
and economic viability and V

4. that constraints to economic viability are both contextual and

internal to the enterprises, although the latter probably

dominate .

f) Provision of Members’ Hate:ial Needs

The ability of an enterprise to provide its members with living
wages is a further factor determining its viability. Philip
(1988: 1458) estimatéd the average wages in South African co—opsk
at R144 monthly,.with R280 being the highest wage. On the basis
of this evidence., she notes that co-ops have "limited potential
tn provide an economic alternative to wage labour” (ibid.). In
the light of this e#idence. we proceed to examine the wages paid

in the co-ops under study.

Wages in the SP range from R80 to R200 monthly: in LBC wages are
between R40 and R160 monthly. Wages in MCC range froﬁ RZ00 to
R400 monthly, with the manager’'s monthlyrsalary bheing Jjust over
R1 000. Monthly wages in FSC range from Z3 254 to Z% 532, the

latter being member-managers’  remuneration.

In relation to the average wage in South African co-ops as
estimated by Philip (1988), wages in the SP and LBC fit into the

average wage category for co-ops. In comparison with this
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estimation; however, MCC's average wages are almost three times
as much. This suggests that like most co-ops in SA. both the SF
and LBC are not providing for their members’ material well—being
and. in this respect, are sconomically unviable. MCC. on the
other hand, is much closer to providing for its members

materially making it potentially viable.

We do not have figures for living wage levels in Zimbabwe at the
time, nor do we have an average figure for incomeAin CO-0PS.
Nevertheless, compared to the minimum wage level in ﬁhe
industrial private sector in Zimbabwe at_the time of research,
namely., Z% 150 monthly (Interview 4.1), wages in FSC compare
favourably. In addition‘ compared to wages in-agricultural co-
ops, namely. 7% 80 monthly (Interview 431), FSCfs wages once

again conmpare favourably.

In the light of theée favourable comparisons, FSC is relatively
successful at providing for members’ material needs. Furthermore,
considering the regular wage increases in this CO-0p, FSC is
working towards improviﬁg its members  material well-being.
Coﬁsidering,’however, the precarious economic state of the
enterpriéé, we would argue that it is economically better off

than the SP and LBC, but generally worée off than MCC.
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4. Cooperative Consciousness

a) Introduction

In this section we use our attempts in the case study material to
suggest possible implications of particular perceptions within

the co-ops studied, to compare levels of consciousness.

A

wn

ignificant similarity among the co-ops studied is the

soourrence within enterprises of different perceptions of a co-

o

We have attributed these differences to variations in

o)

eople s positions in broader "society as well as in the co-op.
When considéring the latter variations., managers differ from
producers in their perceptions. Furthermore, in FSC, thers are
variations among producers’  perceptions which can be attributed
“to different types df consciousness among‘producers.‘We proceed
by comparing; firstly, producers’™ perceptions and the
implications for co-op consciousness and development, and

-secondly. managers’  perceptions and the implications.

b) Producers’ Perceptions of a Co-op

Most producers in the SP and LBC were unemployed and formed
‘and/or joined the enterprises because they needed income for
survival. This similarity has resulted. firstly, in the absence

of a frame of reference to cooperation among these producers.

Secondly, it has resulted in a close resemblance in the

J

consciousness among these producers. In both the SP and LEC,

1
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producers’ understandings of a co-op are based on their material
need for survival irrespective of the organisation of the work
environment. These perceptions imply (a) that these co-ops are
simply one survival strategy among cthers and (b)) that in the
avent of.materially more rewarding strategies, the cooperative
can be sacrificed. We have argued that such consciousness places
limite on the development of the enterprises into economically
viable, self-sustaining. cocoperative economic units able to

provide relatively secure employment.

Although FEC was f@rmed to save Jjobs for sur#ival«in the face of
unemployment, these producers, unlike those in the SP and LBC,
have thei: immediate experience of work in M&D Enterprises
against which to compare their situation in the cooperative. This
gives them some frame of reference td co-operation. Varying
perceptions among producers in FSC, howevef‘ indicate different
types of co-op consciouéness: (a) for some the enterprise is a
survival mechanism; (b} for others it is seen as an organisatibn
with the potential to provide Jjob security. We have already
suggested the limits placed on co-op development by the first
‘type of consciocusness. The second‘type of consciousness may, on
the other hand, imply a commitment on the part of producers to

the long-term viability of the enterprise as an economic unit.

With regard to FSC, however, we have not interviewed a
representative sample of preoducers. This means that we cannot

make any firm conclusions regarding the state of co-op
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consciousness in this enterprise. We can, however. speculate that
should the majority of producers see the enterprise as a survival
strategy, this implies little. if any, commitment to its long-
term economic success. On the other hand. should the méjority of
producers see the enterprise as potentially able to provide job
security. this implies some commitment to its long-term econcmic
success. Should there be a balance of producers with each type of
consciousness, tensions are likely to arise. For example,
producers with a view to long*term success will be more iﬁclined
o invest in the enterpricse than those without such a viéw. In
this regard, these who sée the co-op as a survival strategy will
want to increase their immediate material rewards rather than
invest funds in the co-op. S0, in comparison with typeé of
consciousness in the SF and LBC, some producers in F5C have

similar consciousness while others do not.

Unlike in any of the other co-ops studied, members in MCC Jjoined
the enterprise not only for material reasons, but also because of
its particular form of organisation. This is clearly reflected in

e relevant quotations in which the central idea 1is that MCC is

ry

t
different from other enterprises because of the absence of
‘baasskap’. This common central idea is based in the producers’
common work experiences characterised by power relations based on
interlinking class and race relations. These common ekperieﬁcés
form a relatively firm basis for an initial frame of reference to
caoperafion in MCC. The presence of such a frame of reference has

had positive implications for the development of the enterprise.
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One such positive effect is reflected in the continuous
negotiation around authority in the sphefe of management and the
consequent refining of this relationship to suit the needs of the

cCo-0p.

Significantly, from producers’ points of view. the basis for
tensione arocund the management relationship differs in MCC and
FSC. In the former enterprise the tension revolves mainly around
kthé negotiation of authority., while in the latter it is about the
distribution of surplus and beneﬁits. These signifibant
qualitative differenoes'show that the strﬁggles around management

in MCC reveal more advanced member-consciousness than in FSC.

Along a continuum of levels of producers’™ cooperative
conscinusness., and on the basis of the suggested implications of
types of consciousness. we rank the SP and LBC loweét, with FSC
following closely ahead of them in the lower ranks., and MCC

laced Jjust above the mid-point.
P

c) Siénificance of these comparisons

These comparisons suggest, firstly, that there can occur
different types of consciousness among‘producers. Secondly; they
reveal a relationship between the type of consciousness of
producers and the long-term development of the cooperative. In
this regard, a consciousness which is self-centred in the short-

term 1= likely to be detrimental in the long-term. By contrast, a
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conscliousness which is organisation-centred and concerned with
long-term self-interests is likely to have positive effects on
co-op development. Furthermore., there is a relationship between
producers’ cqnsciéusness and the stage of cooperative

development . The experience of MCC is indicative.

d) Managers ” Pbrceptiéns of a Co-op

Th

D

gerneral perception‘among managers in all the co-ops, with the
exception bf Mr Langa in‘LBC. is that cooperatives‘are similar to
privately ownéd entérprises in that they are economic
enterprises, but different in their organisational, decision-
making., and ownership structures. This recognition on the part of
managérs. more especially member-managers, of ﬁhe economic
function of a co-op as fundamental has positive implications for
their léng~term commitment to the development Ofvthe enterprises.
The position of managers in the cooperative és a whole, however,
specifiéally their ultimate responsibility for the economic
success of the enterprise, and the cdnsequent emphasis in their
perceptions on the économic function of the co~op can conflict
with democratic organisation in the enterprise. This is eQident

in the development of technocratic management in FSC, for

example .

This suggests a tension between the two key goals of a

cooperative: economic success and democratic organisation.
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Further, the difference in managers’ and producers’ perceptions

suggests a tension between these two constituencies in a co-op.

V. Conclusions

Our comparison of the contexts in which the cb¥ops operate lead
1ug to conclude, firstly, that the enterprises face similar
constraints. Some of these are reflected in the constraints
identified in chapter one. Some of the key constraints, however,
ramely, (a) illiteracy and severe lack of education and (b) the
impact of the legacy of colonialism on cooperators’™ actions and
congciousness are specific to’a “third world’ context and do not
appear among those listed in chapter one. These specific
obstacles to cooperative development have significant
implications for both theory and practice in the field.
Secondly, we conclude that cooperative development in South
Africa is embryonic compared to the relatively more advance
movement in Zimbabwe. The struggles of‘OCCZIM and the CS5FS offer
significant lessons for co-ops in SA in relation to the
organisation of cooperatives in society. Specifically, the
struggles of the collective co-op movement in Zimbabwe highlight
the importance for co-op organisation of (a) a well-organised co-
op movemenﬁ independent of both the stéte and aid organisations
and (b) an integrated cooperative service organisation such as

the CEFS5.
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Despite this state 6f the South African cooperative movement,
“however, there is some basis fér its future development . Firstly,
the history of a strong Working class movement in SA provides a
sclid base for.a growing co-op mévemeht;'and secondly, in the
light of ﬁew political developments in SA, the current absence of
state support for South African co-ops is likely to change in the
future . Among the key challenges of a future Scuth African state

would be to counter dependency among co-ops.

When comparing the co-ops at a general level, we find among the
key similaritiss 2 major concern with material survival. This

feature of cooperative activity is very different from activities

o

which form the basis for the thecry presented in chapter one. In
the latter ventures, ideological reasons for cooperative
formation are péramount.'This particular featare of cooperative
activity in Southern Africa,has significaﬁt‘implications for Eoth
theory and préctice irn the field. We have pointed to some of

these implications in the sections on cooperative conscicusness.

Our examination of general differences amdng the enterprises
indi¢ates that some are worse off than,ofhers in certain
respects, for example, education‘ financial resocurces and
managerial skills. This leads us to coﬁclude, firstly, that
cooperative development is a process involving various stages of

development .
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In the next and final chapter we preseht the research findings

and conclusions of this work.
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Chapter Eight
C3<>c>196317611:3L\ree Deve Jopment: A
Process
Regsearch Findings and

Conclusions

I. A Reminder: Objectives of this Work and Questions
Asked

The objectiver of this work as stated in the introduction are

{(a) to assess the degree of participatory democracy in Pacn of
the enterprises studied and

{b) to explore whether cooperative development is a process

involving various stages of development with different degrees
of democracy.

Corresponding to the first objective we asked the following
guestions:

{(a) To what extent are the co-ops under study democratic in their
praﬁtlcas

(b) Are these enterprises progressing towards democratisation?

(¢) Do the cooperatives under study have the potential to develop
into effective and sustained PDOs?

{d)} Is there a relationship between the specific corganisaticnal
structure of an enterprise and its economic viability?

Corresponding to the second objective we asked the following
questions:
(a) Is cooperative development a process involving different

stages of development?

(by If so, what are the stages of development of thp enterprises
under stuﬂy°

{(c) What are the criteria which characterise these stages of
deve lopment?

(d) What are the implications for cooperative organisation,
development and services?

Thus far we have presented a case study of each enterprise in our
attempt to assess (a) its degree of participatory democracy: (b)
its potential to develop into a PDO in the long-term and (c) its

stage of development. The purpose of this chapter is to briefly

390



present the research findings and conclusions. Furthermore, in
this chapter we attempt to show how the empirical work for this
dissertation enhances Brecker’'s (1988) insights regarding

cooperative development as a process.

I11. Significant Findings and Conclusions

1. A significant finding of the case studies is that material
factars are primary in the formation and cohesion»of the co-ops
studied. This challenges Rothschild and Whitt (1988) who maintain
that material incentives are secondary while ideclogical factors
are primary in thé formation of co-ops. Our conclusion in this .
 regard is that co-ops in “third world’ contexts characterised by
low levels of eduoation and skill. povérty‘and unemployment are
formed primarily for material reasons in people 's attempts to
survive. This has significant implications for the types of

constraints faced by co-ops.

]
o

2. Among the most common internal constraints to cooperative
development in the enterprises studied are similar to those

identified in chapter one and include

(a) a lack of managerial and technical skills;

{(b) a severe lack of financial resources and

(c¢) the absence of democratic norms and procedures.

The following more Specific constraints are especially

significant findings:

(d)Y a severe lack of basic education among general members;

{e) relationships of dependency between co-ops and service
~ organisations and .

(f£) a ‘survival consciousness’ among most co-op members.
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With.regard,to (d) above, we conclude that the lack of basic
education is a key constraint to effective participatory
democracy in the co-ops studied. Considering that cooperators'
level of eduéation haskdireCt implications for (a) their
etfective control bver delegated management; (b) ﬁheir effective
participation in decision-making and (¢} thé maintenance of such
centrol and participation, this constraint can have severely
debilitating effects on the development of cooperative
organisations. The specific experiences of LBC and FSC provide

evidenrce of such effects.

Thus, Szell’s assertion is confirmed by our findings: that the
right consciousness is not sufficient for participation, workers’
control, ahd self—manageﬁent; instead, a general level of
competence among participants in combinatioﬁ with the right

consciousness is necessary for effective cooperation (1988: 12).

3. A further significant finding is tha£ the relationship between
co-ops and supporting service organisations has important |
implications for the development of both democracy and viability
in recipient cooperatives. These implications have been dealt
with in detail in chapter seven. This relationship, the
experience of service corganisations in co-op development and
their practices have a significant influence on the future

deve lopment of the enterprises.

S92



The diverse implications of the cooperative-service organisation

relationships discussed in this work lead us to conclude that the

~

C5FS provides a useful model from which service organisations can
draw significant lessons. The CSFS experience suggests, firstly.

that service organisations should strive for relationships with

fEA)

donor agencies which are in the interests of cooperative
antonony. Secondly. cooperators should exercise control over the
activities df service organisations. Furthermore. the CSFS
smbodies some of Cornforth’s (1989) suggésted sqlutioné for
dilemmas facing service organisations. These include (a) building
links between co-ops with a view to developing mutual assistance

and (b) institutionalising cooperation between co-ops.

4. We further find that when co-ops are férmed as. strategies of
survival, the long-térm success and development of the enterprise
as a cooperative is not a key goal for producers’”. This is a
major obstacle to Pooperative deve lopment and suggests that the
cooperative form of organisation may not be suitable in a context
of material desperation and low skill and education‘levels. The
experiences of the SP and LBC are indicative. These ehterprises
were formed for reasons of material survival and are
characterised by little potential for development into

cooperatives over the long-term.

A. In addition. there is a relationship between organisational
structures of the enterprises and their economic viability and

efficiency. This relationship gives rise to a tension between
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democratic organisation and economic viability. In this regard we
suggesﬁ that there is a threshold of participation at which these
two‘aspects of éo~o§ &evelopment can be balanced. The sys%em of»
delegatea authority and of clearly practicable accountability

mechnanisms practiced in MCC provides an example of such a

.

This leads us to conclude that

() economically efficient democracy requires some hierarchy and
{(h) efficieht cooperative management relies on delegated
authority which is regularly Chécked through practicable
“accountability mechanisms. In»this regard, Abell’s (1981)
conceptualisation of oiganisatioﬁal démocracy is usefu; and
relevant. He notes that "there is no reason to suppose a
democratic organisation will operate with a consensus” (1981:
2637 and that ohe'should ncet equate democratic organisation with

the demise of hierarchy (1981: 264).

. Lastly, we find that.members in different positions in the
cooperatives studied have different conceptions of éooperation.
From tﬁis wekconélude that coopérative conséiousness is not a
homogeneoug objective ehtity. Instead. it is essentiallg
subjectivé and inflqenced by experience both within the
enterprise and in broader society. Furthermore, members’
consciousness is one among many factors whichvinfluences

cooperative practice.
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III. Conclusions in Relation to the Theory

in terms of Abell’s (1981) five principles of democracy and
Bernstein's (1876) minimally necessary conditions fof sustained
democratisation, we find that the SP and LEC exhibit low degrees
of participatory democracy with little sign of progress towards
increased democratisation. FSC is also characterised by a low
degree of participatory democracy. In the case of this co-op,
hewavery, there are signs of beginnings of progress towards
increaéed democratisation. This is manifested in its role in
establishing the CSFS and in its improved managerial performance.
lspecifically with regard to management s accountability to the

enterprise.

In the light of F5C’s emphasis on economic viability and the
development of technocratic management, democratisation can be
sean aé second priority in FSC‘at this time of its development.
When viewed as a process, it is, however, too early to aséess
whether democratisation will continue‘to take sécond place. In
the light of its close links with the CSFS, and the latter s
emphasis on the relationship between viability and democracy. we
would argue that FSC is more likely to confront its obstacles to
increased\democratisation than is possible‘in LBC. By contrast.
MCC shows a relatively higher degree of democracy with definite

signs of movement towards building increased democracy.

Furthermore., when considering Bernstein’s (1978) minimally

necessary conditions for effective and sustained participatory
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democracy, none of the enterprises studied, with the exception of
MCC, reflect these conditicns. This leads us to conclude that
nons of the co-ops studied, excepﬁing MCC, are likely to develop
into sustained PDOs unless they work towards creating an

environment in which the necessary conditions exist.

In the light of Brecker’'s (1988) identification of stages of
deve lopment., we conclude that the SP is a pre-cooperative, the

LBC is non-viable, while MCC and FSC are potentially viable.

IV. Cooperative Deveiopment: A Process

Brecker (August, 1988) in his writings on the Zimbabwean
experience, identifies four stages of cooperative development:
(1) the pre-cooperative stage; ,

(2) the non-viable stage;

(3) the potentially viable stage and

(4) the completely viable stage.

Each of these stages of development is characterised by different
sconomic, organisational, ideological, and political features.

In the following paragraphs we attempt to show how the empirical
work for this dissertation enharnces Brecker’'s (19883) insights.
Specifically, using the case studiés, we attempt to expand on his
characterisation of each stage of development. In addition, we
distinguish between the essentially abstract stages of co-op
development and the reality of this process. Finally., we suggest

some practical implications of these stages for service

organisations and cooperatives.
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A. Tﬁe Pre—-cooperative Stage

3

- -

"he 3P exhibits features of a pre-cooperative. On the basis of

this case study we suggest the following additional

characteristics of a pre-cooperative in a "third world” context.

A co-op at this stage of development usually involves a small

group of people producing goods on a small scale. In most cases

=g
ot

in § hese people are poor, unskilled, unemployed, black, and

often illiterate and innumerate. Their socio-economic position in

B

society contributes largely to the lack of material resources
such as money and squipment in pre-coops. Often low skill levels
result in the produétion of products of poor gquality which'are

unable to sell competitively on the market.

The’previous work experiences éf such people are usually in
rapitalist firms as unskilled‘wage~labourers under the authority
of white (and in some cases, classified Coloured) supervisors. In
some cases these people have been involved in trade union
activity, while in other cases they have been continuously

unemp loyed and'sometimes involved in organisations for the
unemployed. In the case of black women; their previous work
experiences are predominantly as domestic workers and/or

‘housewives ™.
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Typically, in societies with histories of colonial / racial
domination the membership of pre-coops is characterised by a
sense of powerlessness rooted in their historical position of
subordination in society. In the context of high and rising
unempioyment in such societies, co-ops éften serve as means of
survival. Pesople from the marginalised and unemployed population
‘are most likely to form or join co-ops in SA.

Considering their‘p:evious'work experiences, the people involved
in pre-coops thus have little or no understanding of cooperative
produbti@n, ideology, and organisation. In addition., they have
little or no experience of operating an economic enterprise and
of manéging any such venture. Théy are thus unable to
conceptualise the functions of a co-op as an economic
organisation; Furthermore, a precccupation with material
survival in co-ops of the unémployed hinders the development of a
conceptualisation of the cooperative form of organisation.
Copperative consciousness is thus highly undeveloped at this

stage of development.

Such enterprises are sometimes voluntary associations and other
times initiéted by people and/or organisations other than the
members themselves.VOn the one hand, pélitical leaders and/or
elders in the community initiate cooperatives. On the other hand,
political. religious, and community development brganisations

and /or organisations with social responsibility Programmes are

.a}, i

actively involved in initiating such ventures.

0]

)
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The basic cohesive factor in pre-cooperatives is usual}y the need
i

for employment. The major concern among members of pre+

cooperatives is the need for material survival. The small scale

of such co-ops combined with the lack of experience among members
] H

of such forms of organisation usually contributes to their
: 1

relatively simple level of organisational development.i

FB. The Non-Viable Stage

}
I
'

Brecker s (1988: 8) characterisation of non-viable co-ops

includes that they have insufficient management skills 'and
material resources in the form of assets and reserves; are

. i ,
characterised by subsistence levels of income and are not yet

capable of generating a surplus suffidient to both sustain

members and reinvest in expanded production.

in addition, the experience of LBC suggests that the basic

factors of cohesion in such enterprises include, firstly, acﬁess
to employment even though remunerafion is meagre and sometimes
non-existent and,vsecondly, the hope that “things will eventually
work out’. The major concern among members of non-viable co-ops

is how bestvto meet their need for sur?ival. In non-viable ¢o-ops'
the members usually contribute long hours of hard work, often for
little or no pay, in the hopé that some day in the near future
they wili benefit from their sacrifices. These sacrifices,

however . are usually made in a context where the members do not
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have a concepticn of the broader factors which have an impact on

the operation of their enterprise.

Organisationally, such enterprises are relatively undeveloped.
Often one person dominates and makes decisions and/or the
enterprise is controlled by the organisation funding it. Thus,
non-viable co-ops are often charactenised‘by a “leader-follower’
syndrome - a situation which perpetuétes power lessness among the
members . Such enterprisesrusually barely survive on the crisis
management techniques used by the ‘leader' and the ‘contacts” /

‘connections® the leader may have when the co-op needs help.

€. The Potentially-Viable Stage

Agéording to Breckerb(1988: 8), cooperatives at this stage of
'development have overcome the basic weaknesses of pre-coops and
non-viable co-ops. Such co-ops are characterised by é capacity
for planning towardsrﬁroducing a surplus because they have the
minimally necessary managerial skills. Furthermore, such
enterprises are'actively engaged in production for the market
with fheir major problems being enterprise growth and’

discrimination from conventional financial institutions.

In addition, such enterprises are usually relatively versatile in
their ability to survive. The major concern among members of
potentially viable co-ops is, however, "in what form do we

survive? .
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D. The Completely Viable Stage

Completely viabie cooperatives are economically competitive
enterprises. They are equipped with the required level of
managerial skill of which forward planning is an integral part.
3uch enterprises have established and well coordinated
crganisational and production structures.which contribute to
econcomically viable and efficient productive activity. Viable co-
ops have secured a gap in the market and are able to sell their
produce at competitive prices. They have .passed the initial
stages »f enterprise growth and are financially secure in terms

of both liquid and fixed capital resources.

As noted by Brecker (1988: 9), cooperatives at this stage of
development are capable of obtaining financial assistance on the
open money market in‘the form of credit, loans, and/or bank
overdrafts. Furthermore, such enterprises have continuous access
to the required technical assistance and’are able to budget for
the cost of such assistance. Such assistance may be available in
various forms, for example, by the presence of co-op members with
specialised skills, and/or by access to a secondary cooperative

specialised in rendering such services to co-ops.

Viable co-ops are thus organisaticnally well-developed
enterprises with an established support network. With regard to

cooperative consciousness, members of viable cooperatives have a
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clear understanding of both the primary economic goals and
functions of their enterprise, and of the goal of
democratisation. Furthermore, members proceedkto engage in
constant evaldation of the fulfillment of these gbals in relation
to the‘continued growth of the enterprise and ﬁhe changing needs -

of its membership.

With refersnce to. the case studies., our observation that MCC is
potentially more viable than FSC points to vériations within the
potentially viable stage of co-op development. This indicates
that in reality. co-ops do not fit perfectly into any one of the
above stages of development. This leads us to distinguish between
the abstract charactérisation of stéges of development»as
presentéd above, and the ‘real’” process of cooperative

development as experienced by existing enterprises.

V. Abstract Stages versus ‘Real’ Process

It is important to note that the stages of cooperative
dévelopment as described abovekrepresent only theoretical
constructs for the purposes of énhancing our understanding of
cooperative development as a process. In reality this process is
not as smooth as these stages appear té suggest. This means that
no one cooperative will exhibit all the features of a particular
stage of development (as described above) at one time. Some co-
ops may have the organisational énd economic characteristics of

the later stage(s) but political or ideological characteristics
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of the eérlier stage(s) of development. This ‘uneven’ development
results from the fact that cooperators learn through experience
and their conscious refléction and action on the basis of this
experience. It is through this process that a cooperative form of
organisation, consciousness and ideology develops over time. Such
forms of organisation, consciousness, and ideclogy grow or
develop with differential experiences of success in cooperative

production and organisation.

ineven development also results from the vérionAfactors ét play
during the initial formation of the enterprise. For example, a
co-op formed through taking over an established capitalist firm,
for exanple., FSC, is more likely to have immediate acceés‘to
forms of organisafional and productive structures than a co-op
formed by a group of people who have been retrenched and thus
have to build an enterprise “from scratch’. As indicated in the
previous chapter, hoﬁever, access to more complex organisational
and production structures as in the case of FSC, for example,
does not necessarily imply greater degrees of democracy and/or

accountability.

Despite the phenomenon of uneven developmeﬁt. however, there are
real categofies of co-ops and transitidnalvpha865~in co~-op
development (Brecker. August, 1988: §). This is manifésted in the
existence of cooperatives with different needs and>requirements
fer continued survival and/or growth as spelt out by Brecker

{1888) and presented in chapter one.
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91. Practical Implications of this Theory

Like all thecry, this theory of cooperative development as a
process has important implications for the practices of both

service organisations and co-ops themselves.

A. Implicatians for Practice: Service Organisations

Brecker (August, 1988: ?) writes that “no two co~ops are the
same . ..they grow at different paces, require'different fevels of
inputs, and reach "take-off" at different times”. This implies
that service organisations need to recognise that different co-
aps have different requirements by virtue of their stages of
‘development. In addition. this implies that cooperatives require
assistance throughout their development and not just in the
initial stages of formation. For service brganisétions this
implies a long-term commitment to provide the services required
by co-ops during their development and to respond timely and

effectively to the changes in these requirements.

Such a commitment is necessary to the process of building
~successfﬁl cooperative enterpriseé capéble of contributing to a
' strong cooperative movement. Such commitment, however, does not
imply the continual d§pendenoe of co-ops on such services and/or

crganisations. The method of providing services is of importance
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in this regard - either this method creates.dependency or it

facilitates self-reliance.

'Erecker {August. 1988) in his writings on the Zimbabwean
experience points to some practical implications for service
organisations with specific reference to the stages of
cooperative development as described above. These have been dealt
with in chapier one.

In sum, the practical implications for service prganisationsyof
the theory of cooperative development as a process are that co-
ops at different gtages of development require services and
assistance suited to these stagés.*?his implies that either all
types of organisations in this capacity must provide all the
different services required by various co-ops. or that such
organisations themselves engage in cooperative activity aimed at

§

spreading the varied service tasks. In the case of service
organisations which initiate(d) co-ops the implication is a
continued responsibiiity to support the enterprises ihrouéhout
their development with a continuous sensitivity to their changing

réquirements-due to this development.

In addition to the implications for service organisations. this
theory of cooperative development as a process involving stages:
and transitional phases, has practical implications for

cooperatives.
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B. Implications for Practice: Cooperatives.

The practical implications for co-ops of the perception of
cooperative development as a'process relate to the ways in which
co-ops at different stages of development can learn from =ach
other. In this regard, it is important for cooperatives to
recagnise that they cannot simpiy take practices utilised in one
co-op, implement these in their own enterprisé, and expect the
same’results. Instead‘ for pre-cooperatives to learﬁ most

ffectively from potentially viable co-ops., for example, it would

@

be important to trace the path of development required by a
specific pre-coop in relation to the specific development of a

co-op at a later stage of development.

Essentially. co-ops in formation need to set aims and objectives
in planning their development. Learning from more experienced co-
ops can be useful in setting these aims and objectives. In
addition, learning from more experienced co-ops in itself
contributes towards building cooperative organisation and
consciousness. Thus; the practical process'of c&operative
.development when accompanied by the conscious reflection and
action of cooperators themselves represents a praxis. People
learn the tools and skills needed to form a successful co-op at
the same time as they work towards buiiding a successful co-oﬁ‘
Experience, both pést and present, and conscicus reflection and
action on the basis ofAthis experience are important components

of the learning process involved in building a successful co-op.
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vII. In Sum

The case studies and o@myarative'analysis presented in this
dissertation have attempted to address the cbiectives set and the
questinns developed for examinatiqn as presented in the
introduction. We conclude that cooperative development is a

process involving stages characterised by various degrees of

ct

participatory demccracy, economic viability and organisaticnal

b

(o]

1

®
O

avy pment. In addition, different stages of co-op development
are characterised by different levels and types of cooperative
consciousness. Brecker 's (1988) identification of these stages as
(a) pre-cooperative; (b» non-viable; (¢) potentially viable and

{d} completely viable is useful when conceptualising cooperative

deve lopment .

From our analysis and observations in the field and following

Brecker (1988), we have characterised each stage of co~op 

[o8
(]

evelopment by referring to the most likely qualities of co-ops

t each stage of development. Significantly. we point out that no

[8)

one cooperative perfectly fits all the criteria listed for. a
particular stage of develoﬁment. This observation is supported by
the empirical work presented in the case studies and anélysed in
the comparative analysis. Finally. and importantly, we note some
of the practical implicatiens for coopératives of the view that
cooperative development is a process involving various stages of

deve lopment .
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Appendix A
Research Methodology
. : ; _

Introduction

In this work we héve ghosen to begin with an overview of
developments in the theory of participatory-democratic
organisation and of cooperative development as a process. The
reasons for this starting point relate to questions of

methodblogy and epistemology.

The process of producing knowledge necessarily involves
abstraction. This is because the evidence before one is not self-
explanatory. In order to interrogate the evidence it is necessary

to formulate specific questions to ask. It is impossible,

- . however, to ask all the possible questions one could ask about a

situation. Thus, one has to éhoose the particular qﬁestions to
ask out of all the potential questions. Further, the questions
one asks wiil influence the evidence one chooses to answer those
questions. The process of choosing questions, and thereby
chéosing evidence, cannot be arbitrary. One has to have some
criteria for selecting questions and evidenée. The only way to
.develop such criteria is through processes of abstraction and

. providing a theoretical framework.

Such processes involve developing concepts which express, at a
theoretical level, qualities which are common to a range of
objects, processes, or situations. This process of formulation_of‘

concepts is itself a process of dialogue between conceptual
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development and empirical studies. The abstractions one develops
, thus do not come out of one’s thumb. They are based on previous
engagements with empirical material. The theory referred to in
this work has developed in a dialectical proceés of interaction
between theoretical and empirical work. This work is in itself
essentially part of this diélectical process. Through this work,
Vwe are thus engaging both witﬂ existing théérétical material and
" with a new body of empirical evidence. In this ﬁay'we hope to
contribute to the process of producing knowledge, specifically,

knowledge related to cooperative organisation.

With reference fo contextual issues, we recognise that the level
of capitalist development in a society will influence the
pelitical, economic, and ideological context in which
cooperatives emerge . Co-ops in Western Europe, Britain and the
USA have thus arisen in different political, economic, and
ideological contexts to those in Eastern Europe, or South Africa
and Zimbabwe. For this reason one cannot uncritically ‘apply’
theory based on the practical experiences of cooperétives iﬂ the
West to co-ops in Eastern Europe and/or Africa. Co-operative
theory must incorporate categories and variables which can handle
significant differences in the overall context, as well as the

general similarities.

In the light of the significance of the social context of
cooperatives, we have chosen a specific method in approaching

cooperatives in South Africa and Zimbabwe. Before going into the
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field, the researcher was 'equipped with knoialedge, both
theoretical and empirical, of co~ops‘in Europe, Britaiﬁ and the
USA. The researcher thus had a general awareness of issues faciﬁg
co-0pSs. Recognisiné thevimportanceiof the specificities of the
South’African and Zimbabwean contexts, however, field experience
was allowed to inform the theory. This particular approach has
enabled us to highlight‘some of the weaknesses of existing

. .theories of participatory-democratic organisation.

The in-depth case studies presented in this work are useful in
providing rich qualitative information. The examination qf
generally similar enterprises which exhibit specific differences
is enriched by the comparative analysis;‘Furthermore, the |
~ similarity in themes selécted for éxamihation in both the case
studies and the comparative analysis provides for continuity in

the dissertation.

In the paragraphs below we provide an exposition and reflection
of the research methods used in examining each enterprise. The
key research techniques used include in-depth interviews and

observation.
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The Langa Spinning ProJject: Research Methods

Exposition

Due to the SP’s experience of tfansformation into a co-op at the
time of researéh,‘fieldwork took place sporadically over the
period November, 1988 to May, 1989. During this time the
researcher visited the project several times, attended three
meetings of the group, and conducted a total of eight interviews.
Four of‘the interviews were with spinners; one with Sister
Alfreda, the supervisor; one with Mr Templeton of the CWB; and
two with Ms Paddy Walker, the manager of the project and an
employee of the CWB. During prdject visits the researcher engaged
in informal discussion with several spiﬁners about various
aspects of production, their perception of the CWB and its role,
changes in the process of'production, and the role of Sister
Alfreda; their supervisor. Perceptions expressed during such

discussions were generally confirmed in interviews.

Reflection

Due to the researcher’s lack of proficiency in Xhosa, the
language of the spinners, an interpreter assisted with
interviews. This may have resultedvin a loss of information. The
interview with the supervisor who was proficient in English,
however, complimehted for ofithis loss. A major'limitation of
this case study is the absence of quantitative information. This

is especially problematic in attempts to evaluate the economic
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viability of the project. In this‘regérd, we have relied only on
interviews and have no figures to confirm or substantiate the

information in the relevant section.

In addition, the specificifocus on the SP as part of a broader
econonic étructure may provide a fragmented picture of the
procésses at play in the prodject. In this regard, the writer has
indicated the links between the SP and other activities of the
'CSK. This gives thé reader an idea of the poéition of the SP
within CSK as a whole. Details of the implications of such links

are dealt with where relevant.

Despite these limitations this case study gives one an idea of
the issues involved when projects are initiated and later

transformed into co-ops by service organisations.

Launisma Bfickmcking Cooperative: Research Me thods

Exposition

The fieldwork conducted in LBC extended over a period of five
months from mid-September 1988 to mid-February 1989, with the
month of April 1989;u5éd for conducting interviews with various
‘members of the co-op. The fiéldwork conducted in BC extended over
a period ofquur>months from mid—Septembef 1988 to mid-February
1989. The researcher was unable to conduct interviews with the

membership of BC due to political problems which arose during the
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research process. These problems have been dealt with in the text

in the section 'Relationship between UWM and Co-ops”.

- During ihe period mid-September 1988 to mid-February 1989 the
researcher visited each of thése co-ops on a weekly basis. These
- weekly visitS'entailed attending meetings held by cé?op members
in which issues relevant to the research topic were discussed,
and observing activities in the co-ops. In addition to these
weekiy visits several special meetings cailed to deal with
specific issues and problems relating to the co-ops, and weekend
uotkshops on co-operatives were attended. Discussions at these
meeiings and workshops raised important issues which were

relevant and useful to the research process as a whole.

The research techniqﬁes ﬁsed included the observation of work
processes on the shopfloor in each co-op, and of organisational
processes and power relgtionships within these enterprises.
Furthermore, six in-depth interviews were conducted with members
of LE. One of thesé interviews>was with a founder member of the
co-op who plays ah‘important managerial role in LE as a whole,
four were conducted with members of LBC, and one with a member bf
the panel-beating section, also a founder member. Several
attempts were made to no avail tovcondﬁct interviews with two
more members of LE, a founder memberbinvolved mainly in building
construction and administration, and the foreman in the o
mechanical repairs section. Nevertheless, important informatioﬁ

about the relationships of these enterprises to the LBC was
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obtained in general meetings and from interviéws with
brickmakers. Furthermore, regular informal discussions and an in-
depth interview with a #oluntary co~0op adviéor to the UWM, Mr Van
der Westhuizen, yielded valuable insights and information ﬁiﬁh

regard to the LBC.

Reflection

Gaining Access

BC and LE were the first co-operatives to which the researcher
.was able to gain access. An active process of investigating
possible access to producer co—operatives for the purposes of the
dissertation commenced in May 1988 . By the time research began,
there had developed an increasing emphasis on the relevance of
research to the current political struggle in South Africa. On
the one hand, since the researcher had n§ fo:mal links with any
'community drgan&sations at the time, the difficulty of gaining
access to producer co-operatives was compounded. On the other
hand, in the event of the researcher having had already
established links with a community organisation, political
credibility of that organisationrwould‘have either prevented or
facilitated accesé to only particular producer co-operatives thus
placing limiﬁationsvupon the scope of the research. Fdrthermore,
when this particulaf study commenqed, research oﬁ co-operatives
seemed to be in fashion. In some ways the novelty of the research

seemed to facilitate contacts with people doing work in the same
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field, while in other ways competition among researchers and
organisations engaged in research seemed to hinder possible

avenues of access to co-ops.

Despite these difficulties the researcher managed to gain access
to producer,co—operatives by mid-September 1988 through contaéts
" made with the UWM at a workshop on co—operatives‘held in \
Johannesburgl This cdntact with the UWM proved to be valuable in
facilitating access to LE and BC, in contributing to the learning
- process about the natures of relationships between co-ops ;nd
different types of service and /or political drganisations, and in

providing an avenue through which this academic work on co-ops

could reach co-operators and activists.

Petty-Politics and “Objective Research’

Having gained access to BC through the UWM, however, and later
being excluded from the co-op during a crisis bétween the co-op
and this organisation on the assumption that the researcher was
employed by the UWM, highlighted the contradictions involved in
seemingly associating oneself with é particular organisation. In
a sense organisational affiliation or association is required to
gain access to co-ops for the purposes of research. In times of
-conflict betweén\the organisation and the co-op involved,
hbwever, réseérchers and voluntary service workerskwho are not
necessarily affiliated to or employed by the organisaiion are

excluded along with the service/political organisation.
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The kinds of political struggles into which one is drawn as a
researcher on co-ops thus raise important questions about the
possibility of"objective‘ research in the social sciences as
defined in research methods books. Furthérmore, the legitimate
demands for research rélevant to the political struggle in South
Africa and for accountébility on the part‘of researchers tg the
organisations énd people being studied puts to question the

possibility of engaging in ‘objective’ research.

Some Limitations

The regular weekly visits to the co-ops over a period of four
months enabled the researcher to follow some developments in the
enterprises overka short périod of time. However, limits on the
time available for the research process as a whole prevented the
follow up and identification of whole processes and possible
changes in such processes in the organisational development of
the enterprises. The weekly visits proved to be useful for
learning about the issues and problems confronting the co~ops-and
about the‘inteinal'dynamics of the enterprises. Special meetings
and ﬁeekend workshops helped to place these issues and problems
in broader perspective. Regular contac£ and in—depth informal
discussions with the voluntary co~op’advisor to the UWM and the
co~-ops in discuésion proved to be valuable in gaining sone |
historical perspective on the problems and internal dynamics of

both the enterprises and the political organisation involved. The
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in-depth interviews with the core membership of the brickmaking

co-op yielded much valuable information.

The need for an interpreter due to the inability of the
researcher to speak Xhosa probably resulted in some loss of
information. Choosing and finding an effective interpreter whose’
presence would interfere as little as‘possible with the
intefviewees' responses to questions was not an easy task.
Fﬁfﬁhermore, financial constraints placed limits on access to
more éxperienéed interéreters. Nevertheless) the interpreter
chosen proved to be helpful in the interviews since she had
expérien;e of interviewing people with broadly similar everyday
life experiénces. Moreover, similarities in cultural experiences
facilitated a relatively relaxed and safe relationship between
the interpreter and the intervieweeé which enabled the latter to
share with the researcher some valuable information. The
difficulty in organising further interviews with the membership
of LE proved to be relatively inéignificant since confirmation of
information was obtained through other sources such'és interviews

with the co-0p advisor and attendance at general meetings.

In contrést to the research conducted in the Honﬁagu Carpentry
Co-op (presented below); an anthropoloéical touch to the research
on the co-ops in Crossroads isvlaoking} Since people’s everyday
keXperiences outside of the co-op are intricately linked to their
perceptions of the enterprise, some knowledge of co~operators’

everyday life experiences is necessary. In the case of the study
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of LBC the researcher was able to géin some insights into the
daily experiences of the members through informal discussions
with them in rudimentary English, through the in-depth
interviews, and by accompanying the co-op advisor on giving co-op

members rides home.

A further limitation of the research has been the difficulty in
'gaining access to financial records of the enterprise and the
unavailability ofvclearly recorded and important gualitative

4 information. As a result, several significant figures are
vunknown. We havé, however, attempted to knit together tightly the
qualitatiﬁe and limited quantitative information in order to give
the reader a clear idea of the processes at play in the

enterprises.

Montagu Carpentry Cooperative: Research Methods

Exposition

The study of the MCC was done over a period of two ﬁeeRS'during
bl which the writer stayed with the'family of one of the members of
the cq~ép.AThese were two weeks of intense fieldwork. One of the
research technigues used. was participant observation during which
the researcher participated in the production process by working
in the sanding department. Other techniques included observation
of the work process, in-depth interviews lésting ffom two to féur

hours with each of the co-op members, and informal discussions
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and questions with members on the way to work and back, and
during lunchtimes. In addition, minutes of general meetings
recorded from November 1986 to July 1989, minutes of production
coordinators’ meetings recorded froﬁ March to July 1989, and
weekly production and financial reports from January to July 1989
were examined. A document stipulating workshop regulations, a
financial analysis of the enterprise, and an application for a
loan supported by a motivation wereiaiso examined. Furthermore,

two general meetings of the co-op were attended.

Reflectionv

Staying in the community in nhich most of the co-op members lived
and béing hosted by the family of one of the co~op.members
greatly facilitated the learning process about the co-op itsélf
and especially about the péople who predominantly constitute the
co;op. Since the host was an active member of the church and of
church based organisations responding to particular needs (for
example, creches) and problems (for example, alcoholism) in the
"Coloured' community, some valuable insight was gained, through
info:mal conversations, about the issﬁes facing the community and
the main perceptions which constitute the consciousness of most
people with whom contact was made. This insight was further
enriched by conversations with the hostess while'aséisting with

daily domestic chores in the evenings after work.
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Furthermore, since most co-op members lived in close pioximity to
_each other some contact outside of prodﬁction time was made with
various members. Such contact proved to be ﬁseful in building
open and trustworthy relaiionships with most of the members
which, in turn, facilitated their abilityvto sHare with the
researcher their experiences in the co-operative workplace. A
-further factor which facilitated the gathering of information and
the gaining of insight was the researcher’s ability. to speak
Afiikaans (the home language of most members of the “Coloured’
 community in Montagu) and to understand the idiomatic expressions

sometimes used.

Fencing Services Cooperative: Research Methods

Exposition

In discussions with people experienqed in cooperative development
in South Africa, the reséarchsr discovered that the producer co-
op movement in this country is-embfyonic and that the experience
of Zimbabwe would offer many lessons for South Africa.
Discussions with Allan Kaplan of the Community Development
Research Association were especially useful in providing both the
wimpetus fof investigatihg the possibilities of doing research in
Zimbabwe, and the initial contacts with pebple involved in the
cooperaiive movement there. Thus, by the end of June, 1989, after
‘some inquipies about possibilities of conducting research in

Zimbsbwe, the author contacted the CSFS in writing requesting the
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scheme to facilitate access to an organisationally well-developed
manufacturing cooperative. By the end of July, 1989 a reply from
the CSFS confirmed such access for the month of January{ 1990.
The researcher was hosted by the CSFS. Access to FSC was gained
through the CSFS and research was undertaken in both the CSFS and

FSC.

The research techniques used included literature surveys of both
the CSFS and FSC (using material in the CSFS library) and in-
depth interviews with the field staff, coordinator and
"chairperson of the CSFS, with'member~managers and member-

- producers in FSC, and with a government official of the Ministry
of Cooperatives of Zimbabwe. Additional research techniques
included the observation of work processes undertaken by the
staff of the finance scheme both in the offices and in thevfield
(that is, with the member-cooperatives of the CSFS), and of work
processes both on the shopfloor aﬁd in the offices of the

cooperative.

Furthermore, one management committee meeting of FSC and one CSFS
staff meeting was attended. Attendance at these meetings and
observations outside of meetings enabled the researcher to get
some idea of the organisational procesées and power relationships
"within these enterprises. Insgeneral, observations made by the
researcher served as corroboration of information gathered during

interviews and literature surveys.
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The first week was spent déing.research on FSC in the CSFS
library. Information on the history,of the co-op and on economic
developments within the enterprise was collecfed and examined. On
the basis of this material, a questionnai?e was developed in
preparation for an in-depth interview with the Management
Assistant on the Technical Support Team (TST) of the CSFS, Ms
Maramba. At the time of research, Ms Maramba had been working
closely with FSC over the past nine moﬁths and had an
-understanding of the problems facing the co-dp and the processes
involved in its development. An interview with this CSFS staff
nember was conducted towards the end of ihe first week in

preparation for the work of the second week.

Fieldwork at the co-op commenced in the second week and involved
. observing the produétion process and conducting in-depth
interviews with the member-managers. A total of four in-depth
interviews, on average about two hours long, wefe conducted
during this week. Towards the end of the second week Libréry
research dn the CSFS itself, and in-depth interviews with the
CSFS staff-members commenced. By the énd of this week two
interviews with CSFS staff were completed and one CSFS staff

meeting was attended.

During the‘third week of research a co-op management meeting was
attended and interviews were conducted with four out of fofty
worker-members of the co-op. As a result of a lack of language

proficiency in Shona on the part of the researcher and in English

640



on the part of the worker-members, and of the lack of finances to
employ an intefpreter,Athe researcher was unable to interview a
}representétive sample of the worker-members of the co-op.
Neverthe less, some valuable information was gained from these

interviews.

A further four interviews were conducted during this week, tﬁree
of which were with CSFS staff and one of which was with an
'officer of the Ministry of Cooperatives, Mr Manyanya.
Furthermoré, informatién on the history and the workings of the
CSFS and on government policy regarding cooperatives in Zimbabwe

was collected.

During the last few dayé df the visit general informatioh on the
cooperative movement in Zimbabwe was collected and an interview
was conducted with another CSFS staff member, bringing the total
number of interviews conducied to sixteen. A brief report was

- submitted to the CSFS stating observations and recommendations to
the scheme on the basis of the research conducted at FSC and the

" CSFS during the month of January, 1990.

Reflection

The study of FSC provides useful insights into the changes,
continuities, and specific problems faced by workers who take
over a capitalist firm and form a co-op for the purposes of

securing their employment. This study highlights both the
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importance and the poséible'political implications of having
effective management structures in cooperative enterprises. In
addition, it poinﬁs to some of the harsh realities faced by

cooperatives in a capitalist market characterised by monopolies.

One of the limitations of this case study is that very little
information was obtained from the worker-members. Only four out
\of'fbrty'workerwmembers were interviewed and, moreover, these
members were éhosen, with the assistance of the factory-manager,
on the basis ﬁf their proficiency in English for reasons
explained above. This has resulted in interviewus %ith an

unrepresentative sample of worker-members.

Nevertheless, some valuable infdrmation was gainedvfrom these
four interviews. This information indicates a range of opinions,"
.although limited,’on the part of the worker-members with regard
to the workings of the co-op. It is on the basis of the
information from these interviews that the researcher éas able to
provide constructive criticism of the operations both within FSC

and the CSFS.

The problem of .language proficiency and the lack of finances for
an interpreter has resulted in interviews with mainly member-
managers in the co-op who were proficient in English. The

information on FSC is therefore in some way biased.




The study of thé CSFS highlights‘the impoftance of self-reliance

~ among cooperatives especially with regard to the provision of
financial resources and manageriél skills. Furthermore, this
study provides a practical example of one possible method for
selffreliaﬁce. Moreover, a closer examination of the CSFS reveals
the degree pf complexity involved in ensuring that not only the
interests of the managerial sﬁructuxes in the member co-ops are

: ‘setved, but that the interests of the worker-members who are in

most cases unskilled and inarticulate, are considered a priority.

" The short time spent with both’the CSFS and FSC has enabled the
.researcher to identify current processes at play ih these

- organisations but haé prevented the follow-up of thése processes

over time. Furthermore, legal restrictions on foreigners doing

:fesearch in Zimbabwe, has limited further access to officials in

the Ministry of dooperatives, and to literature on co-ops in

Zimbabwe .

Nonetheléss,'in general, the researgﬂ conducted in Harare has
been'useful in pro?iding both érimary and secdndaiy information
on cooperative devélopment. This information relates to
cooperative dévelopment with regard to both individual
cooperative enterprises and broader codberative movements in
socio-political contexts characterised by a hiétory‘of
colonialism and‘ underdevelopment. Furthermore, an analysis of the |
role of the state in relation to cooperatives is Zimbabwe

provides useful comparative material for the dissertation. In the
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light of the latest political developments in South Africa, such

an analysié'is ; Cshed,sqme light on the possibilities and
- pitfalls in fé1atioﬁshi§s-between the state and cobperatives in

Southern Africa.
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