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Introduction
What do we mean by a 'co-operative'?

In 1995, the International Co-operative Alliance (ICA), the apex organization that

represents co-operatives worldwide, defined a co-operative as:

An autonomous association of persons united voluntarily to meet their common

economic, social and cultural needs and aspirations through a jointly owned and

democratically controlled enterprise6

This definition emphasizes that co-operatives are independent of Government and not

owned by anyone other than the members. They are associations of persons, which

can mean individual people but also 'legal persons', organizations that may

themselves have members. This means that federal bodies whose members are

primary co-operatives can also be co-operatives, and that small businesses can also

be members of their own co-operatives. They are united voluntarily, and should be

free to join or leave. This means that collective farms or village or neighborhood

associations that include all people in area (whether or not they want to be members)

are not genuine co-operatives.

The principles on which they are based reinforce this definition. Co-operatives have

voluntary and open membership, democratic member control, and economic

participation on the basis of membership rather than size of investment, autonomy

and independence. Because they are member-owned businesses they need to make a

commitment to the education and training of their members. They share similar values

and because of this they are expected to cooperate with each other. Though they exist

primarily for the benefit of their members, they also have responsibility for their wider

community.

In general, the aim of co-operative formation is to offer an opportunity for local people

to take development into their own hands and make it a meaningful concept at the

local level. Co-operatives have arisen, too where the cost of adjustment to economic

change has threatened to destroy communities, where local people needed power to

control the pace and direction of change in order to preserve what they valued

(Kangara, 1995).
Co-operatives and poverty

Understanding poverty has been the major problem generally due to lack of a

universally accepted definition of poverty which has indisputably become one of the

human hurdles for poverty reduction policies and programmes. Indeed, the definition

of poverty is subject to important evolutions further of the work of a lot of researchers

and to studies related to poverty perception by poor people themselves (Cooperating

out of poverty: The Global Cooperative Campaign against Poverty, ILO, ICA, 2005).

As far as the implication of poverty in Africa is concerned Woube (1987) argues that in

order to understand the root causes of hunger one needs to examine the

characteristics of poverty. Thus, poverty is understood as scantiness, poorness or

neediness. The current situation of poverty in sub-Saharan Africa is a good example in

such a way that the poverty prevailing in most sub-Saharan African countries does not

result from natural resources, but rather through colonial exploitation, landlordism and

international economic systems.

Despite all constraints mentioned above, the co-operative enterprise is the only form

of organization meeting so fully all dimensions of poverty:

• - Co-operatives give farmers unable to market their products, unable to market

their products, and enjoy economies of scale;

• - Acting through their own co-operative organizations, small-scale producers,

workers and the poor especially in rural areas, access gods, markets and

government services more efficiently aimed at improving their livelihoods and

undertake other self-help action to improve their communities;

• - Co-operatives are a means through which empowerment of disadvantaged

people is possible. Their democratic organization, based on their "one member

one vote" rule, and the active participation of their members, give to every one

the possibility to defend its own interests;

• - Co-operatives allow people to convert individual risks into collective risks by

putting together members wishing to protect themselves from the same risks

at an affordable cost. In addressing the risk and vulnerability, co-operatives

have an impact on poverty reduction. For instance, through co-operatives rural

people elect their own resources to improve their livelihoods and their

communities and learn the value of cooperation. This reduces the risk of

conflict and the growth of more stable and democratic institutions serving the

interests of rural people (ICA & ILO, 2005).
Co-operatives in Africa

Indeed, traditionally formations of informal co-operatives were in existence for over

3000 years particularly in sub-Saharan African countries where they are still regarded

as the highest priority. Such locally initiated traditional co-operatives lasted long and

happen to exist to this day, merely because they are successful in getting many of

their objectives fulfilled. Today over 100 million jobs have been created by

cooperatives around the world (ILO 2007).

In the fifty to sixty years since the vast majority of ex-colonial sub-Saharan African

countries gained their freedom, there has been a constant search for a development

'magic formula' that would guarantee sustained economic growth and the reduction of

poverty. In the last twenty years one part of the formula has been group-based

lending to poor people, in particular to women, in the expectation that this would

enable them to set up small businesses and trade their way out of poverty (Hulme and

Mosley, 1996). With the publication of the World Bank's latest Development Report

(World Bank 2008), the emphasis has shifted to the need dramatically to improve the

output of farmers, and the organizational vehicle for this is seen as the farmer

association or co-operative. In most developing countries sub-Saharan Africa, from

the 1950s onwards co-operatives were promoted by nationalist governments as a way

of modernizing traditional economies (Birchill, 2003). However, their explained use for

economic development tended to distort their character, creating vested interests

among politicians, civil servants and political parties (Birchill and Simmons, 2006a).

Looking back into the history of co-operative activity in many African countries,

formally commitment to the promotion of cooperation began as early as the 1920s.

The methods by which African governments sought to promote the formation and

development of cooperation varies considerably in form and effectiveness which

included legislation officially approved by Governments. For example, in Egypt, there

was legislation in 1923 and in 1927 there was another legislation which permitted

among other things farmers to form co-operatives. Furthermore in the case of colonial

Africa the formal co-operative legislation came into being in Ghana in 1928 and in

Kenya in 1931. In Ghana the co-operative movement was started to organize the

farmers to dry cocoa properly for export. The implication of forming such a cooperative

organization was to support export sector, not the internal indigenous food

sector. In the case of Kenya, co-operatives were set up to help the marketing sector

of the African economy, but to support the external economy to sell the export

produce abroad (Kofi, 1994). Export of such high-value products will require efficient

handling of processing, marketing and fulfilling of sanitary and phytosanitary

standards (SPS). Contrasting this with the case of the Pellervo movement in Finland,

where the formal co-operative movement was indigenously brewed and at the same

time it serves the internal market of Finland. In fact, it was a programme based on

satisfying the internal market which is important because the wisdom of economic

development is that countries which have been successful are the ones which build up

the agricultural sector first based on the internal market and then when the internal

market was satisfied and productivity had reached a certain level, then they

participated in the external market. This implies that the primary task of co-operatives

in Africa should focus on the development of internal market because the internal

market is a market which is available and it is a market which is sheltered from

vigorous of fluctuations in international trade.
The challenges and dilemma of Co-operatives in sub-Saharan Africa

Smallholders in Sub-Saharan Africa usually face problems with marketing their

produce, fulfilling standards and obtaining credits. The transactions costs (costs

related to making an economic exchange, i.e. the cost of seeking the information,

negotiating the outcome, traveling etc.) for marketing are too big for a single farmer

and the effort to build bargaining power are too complicated. Furthermore, the small

size of produce is an obstacle for utilizing economics of size. Uncertainty of supply and

the small volumes produced by a single poor farmer reduces the interest of private

market dealers. One way to overcome these problems is through utilization of farmer

controlled cooperatives, sometimes alternatively called producer organizations.

Industrialized countries are demanding more and more high-value products like fresh

and processed food and vegetables, fish, meat, nut and spices (World Bank 2008).

Also traditional staple crops will require improved marketing information systems and

price risk management. Since well-functioning agricultural marketing systems can

reduce the costs of food and uncertainty, the creation of such systems will improve

food security of both poor and non-poor households (World Bank 2008). Efficient

cooperatives have a role to fill in this respect. By enabling smallholders to reach

economics of scale in marketing, purchase of inputs and by reducing transaction costs

they help smallholders to build bargaining power, to meet the requirements of SPS, to

process products and to obtain credit. Through farmer marketing cooperatives it is

possible to ensure large volumes to be delivered on a regular and timely basis.

Cooperative can offer the institutional framework for collective action in order to

supply the farmers with technical know-how about prices, contracts and risks.

According to ILO (2007) "cooperatives provide real economic benefits to farm families

through increasing the stability of the farming sector, improving market access for

their products and strengthening the farmers' position in the food chain".

Experiences with government controlled cooperatives in Sub-Saharan Africa in the

1960s and 1970s were not always successful (World Bank 2008). However, where

cooperatives have been controlled from member's point of view they have succeeded

well. What are needed in Sub-Saharan Africa are cooperatives that are efficiently

controlled by their members. Cooperatives which serve the need of their members

offer a possibility for institutional innovation out of poverty in Sub-Saharan Africa.
Conclusion

Self-sufficiency in food production can be guaranteed when agriculture is practiced on

the basis of reasonable policy and optimal system. In doing so, the possibility of

securing food production becomes possible in sub-Saharan Africa. In this regard cooperatives

have played a significant role. The present food production system in many

sub-Saharan African countries is such that much of the food supply is produced by the

small-scale farmers owning less than 5 hectares of arable land and with 75 percent or

more owning less than one hectare. Obviously this is a strong reason for the creation

of poverty to which attention should be drawn to. Farmer controlled cooperatives can

assist poor farmers in strengthening their position in the food chain.

In addition to the present agricultural crisis prevalent and the foreseeable danger of

undernourishment in sub-Saharan Africa, from where the small-scale farmers suffer

the most the other major problem is the fact that sub-Saharan African economies still

exhibit economic characteristics inherited from the colonial era which still continues to

influence the lives of the small-scale farmers. This situation might take time to shift

the whole economic structure.

One way to explain further the above issue is by looking into the two main agricultural

production lines; 1) food crop production and 2) cash crop production. In general,

food crops are produced by the small-scale farmers on little land in remote areas for

home consumption and marketing purposes. On the other hand, cash crops are export

commodities, which through trading fetch earnings more than the food crops. Thus,

income distribution of the cash crops among the small-scale farmers is minimal, even

if they are engaged in producing them as portfolio entrepreneurs. Instead, since the

cash crops earn export revenues, they are the backbone of state budgets for the

producing countries. Another problem related to cash crops is that the prices are low

in real terms in world market which can be the cause of economic crisis at the state

level. Certainly, this is one of the determinant factors of the future of the small-scale

farmers in sub-Saharan and the challenge to the problem of food security in sub-

Saharan Africa. Agriculture and rural development become sustainable when they are

economically viable and evenly distributed.

Thus, co-operatives can play a significant role in the promotion of food security policy

in sub-Saharan Africa if they are rooted in communities and respond to their members

and the interests of those communities (Tenaw, 2008).
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