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PREFACE: This paper is part of the result of the research the author
is currently conducting on the Role of the Cooperative Movement in
Uganda in the Economic Development of the Ccuntry. The purpose of
this histaricel survey is firstly, to give a general view of the stages
of development of the movement from its humtle beginnings to the
present time. No attempt is made here to discuss the various
activities of the movement in any of its fields of operations.

Secondly, the paper attempts to illustrate that the development
of the movement in Uganda had its roots from the spontaneous
activities of the Ugandans themselves, rather than through Government
initiative and inspiration as is usually imagined, although at the
moment, through Govermment's increasing paternalistic attitude
towards the movement, the latter appears to have lost its spontaneity.
One can then see that the encouragement the Government gave, and is
giving to cooperetives, stemmed partly from the fact that African
aspirations to enter the industry and commerce of this country as
individuels or through cooperatives were thwarted in the past by the
earlier Administration and established interests, and partly from
the Government's bkelief in the use of the movement as an instrument

of economic end social policy.

INTRODUCTION: Cooperative parsticipation in the commnerce and industry
of this country is seen for all intents and purpcses, as an indigenous

take-over of alien concerns, particularly, in the cotton industry.
The history of the movement is, therefore, tied up with African
desire for the control of the industry and commerce of the country,
coupled with irndigenous opposition to the restrictions placed on free
entry into the processing incustries. This desire is exemplified in
these words: "We Ugandans want to be in control of our own affairs.
Thet is why our. Covernment favours and supports Cooperatives as the
best way to develop the people ..... share in the growth of Uganda.

1. Uganda Cooperztives — People with a Purpose-Pamphlet issued by

the Dept. of Cooperative Develcpment, Kempala, page 2.



The redistribution of economic power which the formation of
Cooperatives in the Country entailed, has not been brought about
without some ugly scenes.” Tlounting agitations by the Ugandans
against the disabilities placed on them had led to some rioting and
pillaging of alien business - concerns. Speaking to a IDrum Reporter
about the 1949 Bugende riot, for instance, an M.P. who actively
backed the trade bvoycott by the Bataka Party and the Uganda African
Farmers' Union (UAFU) commented thus: "Our aim was to paralyse the
Asian-dominated trade which would result in an African share of the

trade".

The methods employed in this agitation might be reprehensible
because, as it 1s usual withh rioting mobs, some unscrupulous ~
elements took the chance "to steal and dsmage their fellow country-
men's property for the mere fact of personal grudges,"2 Yet it is
true that if firm action had not been taken by thzs Ugandans them-
selves to make their grievances known, they would still have been
precluded from the ginnery trade on grounds of lack of managerial

ability.

The Uganda Government now has it as its avowed policy to
Africanise the economy through Cooperatives. The history of the
Cooperative movement in the country can conveniently be divided into
two parts, namely,

(a) The period before 1945 and,
5

19
(b) The period after 194

In considering both strands in the history of the movement it
should bte borne in mind thaet under both colonial and indigenous rule,
the Government of Uganda adopted a paternalistic attitude towards
the economic development of the country; i.e. Government's control
and direction of economic activities. Consequently, the private
sector was not sufficiently encouraged. In the first strand,
Government's paternalistic attitude, in the main, took the form of
protecting non-African business concerns from competition, by.. ...
restricting the entry of Africans into the cotton ginning industry,
cold attitude towards cooperative development, followed by
indigenous agitation against such restrictive practices as
thwarted their legitimate gspirations. In the second strand,
paternalism has taken the form of encouraging and nurturing
cooperative development as a means of fostering African enterprise,
in other words ,redressing the wrongs of the past. The alternative
measure, however, would have been to liberelise cotton ginning
and licensing regulations, wikich could have helped small businessmen
to have an early foothold in the commerce c¢f the country, rather than

1. East African Drum, July Issue 1966.
2. Ibid.
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direct encouragement of cooperative, a measure which now involves
giving protection to another set of vested interests. This
division is, however, not rigid, but is a convenient way of looking
at the development of the movement in the country.

THE PERICD BEZFORE 1945.

Although this period, from the point of view of colonial
administrators, is considered as a period of lukewarm attitude to
cooperatives, official policy towerds African aspirations and
cooperative endeavours was, by no ;neans, uvnanimous. Pressure groups
and individuals had different views on the matter. Vested interests
like European and Asian ginners always spcke against African
enterprise, but in official circles, different colonial sdministrators
at different times, thought differently in respect of African
enterprise and cooperative organisations. Hence the view expressed
by Hancock that "What has so far been proved is sinply the fact that
colonial idealists do not think alike".L In the controversy raging
in the 1910's between European coffee planters and some colonial
administrators as regards the legitimacy, or otherwise, of
encouraging alien coffee plantations in the country, to the
detriment of African Coffee production, Francis Spire,; the Provincial
Commissioner, Dastern Province in 1915, looked on the advent of
Busoga European coffee planters "with cautions approval', and urged
that "every development mus®t be carried out by the natives";?

At its face value, this assertion was not clear whether 'development'
was to be confined to crop raising. The view was more clearly
stated later by the Chief Secretary to the Government of Uganda in
October 1921, in the following words:

"As regards crops in Uganda,

I consider the best policy is

for the natives to grow these

and ‘for the Europeans to purchase

and market them. This is,

I believe the Director of Agricultrre's

view and it has proved to be the.

correct one.

Such a policy rather buttress the "primitive economic systems"

1. Hancock, S.W.X., Commonwealth Affairs, Lond. 1940, part 2, page 176.

2. Wrigley, C.C., Crops and sealth in Ugande, East African Studies,
No.1l2, page 31.

3. Ibid. page 40.
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against the "impact of the narket economy,”l and if it had been
adopted wholly as an instrunent of policy, it would have reduced

the natives %o the positicn of mere producers of agricultural
commodities. That cculd not be defended either on the principle of
division of labour and specialisation or on grounds of economic
advantages to the pecple. Apparently, some Ugandans in the ruling
hierarchy hed bteen led 1o believe that that was an acceptable policy.
For instance, the Heezd of the Kabaka's Government of Bugand32 spoke
of "the verbal contract" between Government and expartriate traders -
Asians and Europeans - in which "These traders were not allowed to
set up cotton and coffee farms™". "It was the responsibility of the
Government to see that the pecple cultivated and sold their cotton

to the Asian and EZuropean ginﬁers”,3

In line with this mode of thinking, restrictions were placed
on African CommerciaZ activities in Uganda, almost since the
beginning of British Adminiciratioa IZn the country. In 1901, petty
trading was prohibited, a measure to keep the towns clean, thus
"displaying a pession for tidiness." ™ The 1902 law- stipulated that
no person was to trade without a liance, (except planters and farmers
disposing of their produce from their farms). Under the Cotton Rules
of 19106itinerant-cotton buyers were forbidden from buying cotton
from growers unless they were licensed. Cotton buying was limited
to Government approved markets. By the 1918 Cotvon Rulesz
purchasing ¢f raw cotton, keeping of any factory or store for
purposes of processing cotton were all forbidden, unless by a licence
issued by the District Commissioner of the District, who could, at
his own discretion, refuse to issue such a licence, or revoke any
such licence already issued. Lincensing of ginners es distinct from
cotton buyers was achieved Ly the introduction of the Cotton Rules
of 1920. Under section (27). of the Rule, "No person shall gin or
bale cotton at any place within the protectorate unless he is in
possession of a licence in rospect of such place issued to him by
the Director of Agriculture'’

1. Ehrlich, C., Some Social and Tconomic Implications of Paternalism

in Uganda, Journal of African History, 1V, 2, 1963, page 279.

. Under the 1967 Constitution the Buganda Govt. has bLeen dissolved.

2

3. East African Drum, op.cit.

4. Bhrlich, C. osv.cit. p. 28D

5. Uganda Laws, 1902, No.3 of 1902.
6

. The Rule was originally .for non-natives, -but was amended in the
same year to include natiscs who served as agents or employees of
those required to be liceased under the previous Rule - Uganda
Gagettee, 1910, p. 182. The Rule was made under the Cotton Act of
1308, No.5, 1908.

7. Ugzanda Gazettee, 1918, No. 594 of 1918, p.472.
8. Uganda Gazsttee, 1920, pp.491-497.




It was not easy for Africans to obtain such-licences. The
discouragement of middlemen's activities, including those of African
middlemen in the cotton industry and clsewhere had beguan to occure
in the 1920's and that "dampened incipient native enterprise“}
The first African to apply for a2 ginning lieenee 1in 1926 was refused
a licence on the grounds that no further licences were to be issued.
The Cotton Zoning legislation znd the Produce Marketing Ordinance,
all "Consolideted a rigid framework into which it was virtually.
impossible for small-scale African entrepreneurs to penetrate.

The Africans were, however, becoming restive and opposed to these
restrictive tendencies.

In the cotton industry processing was controlled by European
and Asian businessmen who, in 192¢, formed the Bugonda Secd Cotton

3

Buying Associlation,” in order %o protect their interests and
preclude any competition in their trade. The Associlation, by mutual
agreement amongzst theilr menbecrs, shared thc cotton market in
proportion to ginning capacity. The areas of the market became
known as Zones. Gilnners also formed the Ginning Pools - voluntary
associat:ons - which controlled the Cotton Industry up to 1952.

The Buying 4ssociation and the Ginning Pools were opposed by African
public opinion represented by Africsi. growers and middlemen. An
important development occurred in Busoga, with the formation of the
Young Busoge Association (Y.B.A) which was a political pressure -
group, as well as a trading concern, aimed at preventing the sale

of Seed Cotton to the ginners association. Lack of efficient
leadership, however, hampered the effectiveness of the Y.B.A. The
literate elements in it, who could have been effecvive instruments
in mobilising public opinion against the ginners were barwed fron
participating in its activitiess; for instance, a Busoga Chief who
vas also the President of the Y.B.A. had to resign the membership

of the group on Government's order, Government supported the Buying
Association, although 1t wes quite aware of the growing African
demands to participate 1n cotton processing, but it opposed African
demands on the grounds that the Africans had not yet acqguired
managerial skills to be able to teke the risk of owning processing
plants. Soxe of the Ugandans themselves had been led to understand
that they were incompetent in entreprenesurship. Iven up to the
post-war period, when officiel attitude had begun to change in favour
of African participation in industry, some Ugandans still believed
they were incapable of owning processing factories. A leading figure

in the former Buganda Government, for example, had this to say in

1. Ehrlich, C., op.cit. .p.2C0.-
2. Ibid.
3. The Buying Association did not become effective until the 1930's.



connection with the 1949 Buganda riote.
"You may say I was the cause of the disturbances.
Why? DBecause I was the head of the Government
who did not consent to the Bataka's demands.
They wanted to gin their own cotton.
I objected to tiis because there was nobody
able to supervise the scheme of cotton
processing; there was not a single chief who

was capable of organising the ginneries.

Yet the Chief did not know that entrepreneurial ability is not
an endowment, but rather acquired by practical application, and
that expertise could be imported to run the ginneries owned by
Africans.

The incompetence of the African and his apparent lack of
entrepreneurial talents 1n the pre-war years appeared to have been
seen only in the short-run. The long-run view of the matter was
not considered. Thus, the need to set up an educational infrast-
ructure and have a period of tutorship for would - be African

businessmen was not congidered.

In spite of the conviction in official and business circles of
the African's lack of manageriel skill, African agitetion to
participate in the industry and commerce of the country was not
relaxed. Ginners had, in effect, constituted themselves into a
monopsony with Government's connivance, for Government had "decided
that no action on its part was necessary" to prevent the monopsony,
"provided failr and reasonable pricces were offered by the Association"Q
Government's view on the Association and the growers was that bteth
should unite under the guidance and sssistance of Government "to place
on a firm and secure foundation the cotton industry of Buganda'”

How the two opposing interests could unite remained to be seen.

Mounting opposition to the Buying Association led to the
appointment of a Commission of Znouiry ianto the Cotton Industry
in 192¢. The major recommendations of the Commission centred around
counselling protection for the Buying Association and are briefly
as follows:

1) That the price paid to the grower should be such as would
bring some benefits to those who had staked their capital in the
industry. The grower price in the 1920's, it sgid, was excessive,
because of cut-throat competition amongst the buyers, and therefore,
in the interest of the cotton industry and that of the country

generally, it was in appropriate to revive "excessive competition."

1. East African Drum, op.cit.
2. The Uganda Herald, March 16, 1928, p.6.
3. Ibid.
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2) Although it agreed that there was the possibility of
exploiting the growers by the Association, it suggested that
Government "must take such steps as 1t reasonably can to prevent
the possibility of such exploitation”.l In paragraph 103 the
Commission stated that it was "of the opinicn, therefore, thai
ginners must combine for the purpose of self-preservation; and that
it is in the interests of the growers that such conbinations should
take place, provided always that proper safeguards are devised and
enforced to ensure that fair prices are paid to them for cotton."
In no specific way, did the Commissioﬁ?ﬁgw the Buyving Association
was in the interest of the growers. In actual fact, while compe-
tition, which the Association sought to curb and kill, had the
effect of raising the growers price, "the 'Syndicates were held
responsikle, not merely for low prices, but for increased customs
2 In Bugenda for example, whecre the

D

duties and heavy taxes".
Association was operating mostly, the grower received Shs. 20 per
100 1bs of cotton, while in the Eastern Province and Jinja where
there was competition, the price was Shs. 27 per 100 1lbs of cotton.
It was estimated in Buganda in 1928, that growers were 'paid, at least,
£136,400 less ontheir coctton Tthan they could get under oompetition}
It was reperted in 1928 that "This combine handled the bulk of the
crop and some dissatisfaction was expressed by growcrs at the prices

nd

and lack of competition Government was, therefore, urged by growers

to abolish the Associations in the interest of those whom it protected.

3) Another recommendation was that protection of the growers
could take tne form of Government decreeing minimum prices to be
paid to the producers and "Government should mske it an offence to
sell cotton below the prices arrived at under the formula recom-—
:ended"5 1t is vnrealistic, however to think that Government could
protect the growers by decreeing minimum prices which, according
to the formula, were to reflect processing costs; for these processing
costs could conceivably be ncgotisted by the ginners to cover the
higher-cost ginneries. . The determination of processing costs, if
it 1s to have any meaning in fixing prices, should be based upon
efficiency, i.e., costs should be based on what ought to te the basic
and reasonabvle costs efficient production units are likely to incur.

L. Report of the Commission of Inguiry  dinto the Cotton Industry
in Uganda, 15929, p.l9, parag. 111.

2. Ehrlich, C., The Marketing of Cotton in Uganda pp.198/9.
In African Circles the term gyndicstes was Synonymous with
the Buying Associations.

3. Ibid page 1S1
4. Uganda Tept. of Agric. Annual Report, 1928, p.8

5. 1929 Cotton Commission Report, op.cit. parag. 113.
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This is because, a firm may be operating inefficiently, and so, has
a higher level of costs, which, when taken into account in fixing
its profit margin and therefore, the grower price, will ultimately
reduce the growers' returns. Associations too, could even delibera-—
tely lower prices paid to producers since the ginning pools were in

the position of a monopsonist.

4) That facilities should te provided to enable the natives
to get their own gi_rmeries.1 This recommendation wes of some
importance in African eontext. DBut . the Commission inadvertently,
nullified its own recommendation when it added thet Government
should control the number of gilhneries so as t0 avoid excess
capacity. A Board was to be formed "to decide on which ginneries
are redundant." Limiting the nunber of ginneries with no provision
for Africen acquisition of existing ginneries was in effect, another
way of thwarting African demands to own ginneries. Fear had already
been expressed as early as 1923 about excess capacity 1n the ginning
industry. By 1925, Government's policy had centred around limiting
the number of ginneries in any particular area according to the
cotton output of that place. On economic grounds, it was argued
“that overcapitalisation would lead to excess capacity and, conse-
quently, to high processing costs which would reduce the profit
margins. But on the other hand, over the years of undisputed control
of the industry, the ginners would have been making abnormal profits,
and the entry of other ginners into the trade would just reduce
these profits to normal profits. The argument about excess capacity
%ﬁ@?éggiﬁgetﬁgcﬁuﬁ g? gfegiﬁﬁgﬁ eé?tﬁo§i£n§€§ﬁu%gfe cotton production,
especially in new areas and provide sufficient cotton for the
ginneries. Also, if the industry is over—capitalised, then,.
competition, by allowing free entry into the industry, would reduce
the number of firms through the eliminetion of inefficient production
units; factories that cannot pay their way would normally fizzle out
of existence. Competition will therefore, lead to the closure of
high-cost ginneries in areas of over capitalisation, while, at the
same time, 1t will bring about the building of ginneries in new
production areas,” particularly, in the northern region, all leading
to ilncreased marketing efficiency. In this rationalisation process,
resources released by the closure of inefficient ginneries could be
put into other productive uses, thus helping with development in
other sectors of the economy. The closure of inefficient ginneries
will again result in a higher throughput for the remaining production
units, lower variable costs and ultimately, to higher profit margins.
In effect, ginners need not lose in the event of competition being

allowed in the ginning industry.

1. Tbid. paragraph 123.
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Quite naturally, the Africans rejected the Commission's
recommendations. The most articulate of African public opinion, in
-its opposition, was.the Association of Uganda Farmers which urged
that natives should be agllowed to build new ginneries and that
Government should buy off any ginnery that could not pay its way and
resell to Africans. Even the Kahaka of Buganda waded into the
dispute and wrote to the Governor. "We do not approve the

Comnmission's recommendations ....... SRR

The Native Produce Ordinance, 1932 and the Cotton Zone
Ordinance, 1933.

In the early 1930's, the Ugenda Administration committed the
country to a policy of further restriction of competition, not only
for the purchase of cotton, but for other crops as well. This policy
was introduced under the. "Native Produce Marketing Ordinance'", 1932.
Under the Ordinance, the Administration was to issue licences for
the purchase of crops in certain areas to one, or to a very limited
number of buyers only. The restrictions were Jjustified generally
by Government, for reasons of gualiity. ©Part of a report of the
Department of Agriculture, in 1929 reads thus:

L Experience in Ugenda with all native
produce shows that where marketing is uncontrolled
and where there is in consequence a scramble at
the place of sale, any attempt by the buyer to
insist oxn 2 higher standard of quality at the

time of purchase from the grower is immediately
nullified by the fact that competitive buyers are

willing to purchase rejected produce.”2

It should be realised however, that if a buyer buys a crop of
inferior guality, he will eventually lose through lower returns when
he sells it to the processors. The prospects of reduced returns
which a primary buyer would get if he bought a crop of inferior
quality should make him more selective in his buying: and even if he
buys low grade crop, there is always the opportunity for the processor
to whom he delivers it, to sort out the crop. This is especially
true of coffee and cotton. Therefore crops of inferior quality at
primary buying need not affect the final product, provided the
processor too is selective. On the basis of this, Government's

argument on restrictions is not Jjustified.

In the cotton industry, competitive buying was abolished under

the Cotton Zone Crdinance of 1933. The Ordinance divided the country.

3

into fourtecn different zones,” namely, Mengo, Masaka, Mubende - Toro,

1. Agric. Dept. Letter, N,37/1929, 9th Sept. 1929, gquoted in
Ehrlich op.cit. page 222.
Uganda, Annual Report of the Dept. of Agriculture, 1933.
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West Nile-Madi, West Acholi, East Acholi, Bunyoro, North Lango,

South Lango, Busoga, North Central, Budama-South Central, South Teso
and North Tesgso. Thus, the nunber of marketing areas for cotton was
reduced. Movement of raw cotton across the borders of the Zones

was prohibited "for the purpose of preventing the spread of diseases,
of maintaining the purity of the seed supply, and of preventing the
admixture of different kinds of cotton. However, tine impact of

the ordinance was not confined to matters of quality of cotton or
control of diseases. It. brought about. the revival of the ginning
pools. Zoning also strengthened the ginning pools as it curtailed
the activities of middlemen. But although Zoning would 1limit
competition among the ginners, yet competition persisted among them
to get sufficient cotton, owing to one of the rules of the pools
which prescribed penaslities for under-buying. By tanis time also

the Administration had ceased to impose conditions. on the pools as
regards the rationalisation of the cotton industry, contrary to the
recommendations of the 1929 Commission. It was felt that the
eliminetion of excess capacity and the removal of redundant ginneries
should be left to the ginners themselves. The effect of this change
of attitude was that, instead of any improvement, the industry
remained stagnant until 1952,2 because there was no official pressure
exerted on *the ginners to rehavilitate their ginnerics. Ginneries
that were even in appalling stzte, continued to make profits, thereby
increasing the market value of the factories. The unjustified high
profits of the ginners had added momentum to African agitation

ageinst the pools.

In the Eestern Province, therec had been formed, in 1934, the
"Native Cultivetors Association"™ of Budama. It was formed to press
the demand for the abolition of the pools system. Native opposition
to the BuyiﬁgBAssociationS and the Ginning Pools had begun to change

its emphasis. The main complaints, as from the 1830's, centred on
lack of opportunities for African participation in cotton processing

and marketing.

Meanwhile, a group of Africans had, in 1930, formed the Baganda
Cotton Compsny (BCC) and entered into an agreement with the Uganda
Company for the purpose of obtaining loans from the latter to
purchase cotton to be ginned by the Uganda Company. Thereafter, the
BCC would purchase the Uganda Company's ginneries. The BCC exhibited
great incompetence, which was inevitable anyway, at the initial stages.
It finally failed and its failure dampened for a while, African
enthusiasa Tor participation in cotton ginning and produced really

Ibid.

2. With the Government's proposal of 1951, followed by the 1952 Act,
attention was foccussed on the reorganisation of the cotton industry

3. Before the. 1930's, agitetion was mainly for fair prices.
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evidence for the ginning pools to disparage African busincssmen for
lack of entrepreneurship,1 But the pools did not admit that by
eliminating the middlemen, the available training ground for
entrepreneurship had been closed to the Africans. Nor was the
incompetence of the Africans as was evidenced in the failure of

the BCC sufficient Justification for disparaging African businessmen
for lack of managerial ability. Taking a long-term view of the
whole situation should have changed officiel view in favour of
African participation. The early stages of African attempts to
enter the business and commerce of the country could conceivably be
taken as the period of trial and error.

The Cotton Commission, 1938.

The Cotton Commission of 1938, among other things, considered
the case of the middlemen and confirmed that "no useful purpose
would be served by their rc-entry into the cotton trade." It
recommended that African growers who wished to gin and bale their
cotton so that they could market it on their own account should be
given facilities to do so. But it observed that growers were
unlikely to preoduce sufficient cotton to meke a commercial
consignment, hence combination between & number of growers would be
necessary. It condemned the activitics of the "so-called cooperative
societles" which i1t .dismissed as inefficient, for they lacked

. . . 2
"knowledge of the elementary principles of business!

Such cooperative societies had been formed in Buganda for the
marketing of cotton. In effect, thae Commission was against
Cooperative marketing of cotton by the natives. It described them
as "irregular middlemen" and warned that if the movement were
allowed to develep, the existing marketing system would be seriously
jeopardised. It was, therefore, more concerned with the maintenance
of the "Status quo" than with finding any realistic way of redressing
the grievances of the people. "On purely economic grounds" the
report went on,

"there is nothing to be said in favour of the
encouragement of the cooperative cotton societicss
on the other hand, we appreciate that on political -
and cducational grounds the time may arrive when

it may be expedient to foster and encourage

cooperative undertakings?B

The African, the commission argued .could own a ginnery within
the existing business framework, rather than setting up another form

of orgenisgtion "incompatible with the_ existing. structure of the
industry.”4 But evidence showed that it would be imnossible for the

1. Uganda Hereld, May 23rd, 1930.

2. Uganda, Report of the Commission of Enguiry into the Cotton
Industry, 1938, pp. TT7-78. L

3. Ivid. .79, ' - : ' R —
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African to acquire ginneries under the existing structure, in view
of the already heavily cntrenched vested interests with which they
could not compete. DLack of manageriel skill had brought about the
demise of early attempts at African enterprise. To overcome this
deficicney, the commission recommended that facilities should be
provided so that Africans could train as apprentices "with the object
qualifying suitably selected individuals for ultimate entry into
husiness in & controlling capacity“l Good as that suggestion might
sound to the Commission, it was, perhaps, forgotten by the
Commission that it had consideored the middlemen's functions and
African Cooperation inimical to the existing marketing structure
and discouragad them, yet it was through such activitics that the
Africans could have acquired some practical business knowledge and

methods.

In the midst of these restrictive tendencies, some opposite
views were being noticed in official circles, and some official

support for cooperative developacnt and African entry into the
ginning endustry was forthcoming. A government official had once,
observed in respect of the Bagoanda, thaet failure to allow for
development on cooperative lines in the cotton industry would not
only limit the scope of such people but would exclude almost the only
means by which the Baganda could acquire economic education and

enter the marketing branch of the cotton industry in the country

with any chance of success. Also, noticing the danger of the racial
division in the cotton industry, the Provinciel Commission of Buganda,
in 1938, urged that Africans should be allowed to own ginneries and
thet if the venture failed, it would serve as an objcet lesson to

the African "as to the difficulties connected with the industry and
the genulneness or otherwise of Government's intentions".2 This

advice was ignored by the Administration.

Were the Ugandans as unontcrpfising3 as they were portrayed to
be, such consistent and sustained agitation against the rcstrictive
market system couvld not have emanated from them. Because of the
injustice seen in their being discriminated against in favour of
non-Africans said to possess more managerial skill than they,
agitations by the Ugandans were coloured with a tinge of politics.

In spitc of these restrictions imposed on African enterprise
and the thwarting of cooperative efforts in the name of saving the
cotton industry from ruin, some cooperative activitics were,
nevertheless going on. The first attempt at coopcrative activity

1. Ibid. p.80

2. Uganda Dept. of Agric. Entebbe, File 23, P.C. Buganda, 17th
August, 1933, quoted in Ehrlich, op.cit. page 26§ = ——

3. Lucy P. liair, An Africzn Peopie in the.20th- Century;
London, 1934, page 152.
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went as far back as 1913, when four African farmers in Singo County
of Buganda formed the "Kinskulya Growers' Society"l for the purpose
of marketing their crops coopcratively. The next stage came with
the formation of "the Buganda Growers' Association™ in 1923 by five
Baganda farmcrs. It was the first cooperative socicty with a
continuous history, The object of the society was to provide an
-effective instrument to present the views of African growers to the
Government in the fece of powerful vested interests springing up in
the eotton industry, especially, thc "Combine". It would appear
from thelr objective that the Buganda Growers' Association was, in
the early stages, more of a political orgenisation than a commercial
concern. ‘Ten years afterwards, the Buganda Growers' Association
levied a fce of Shs.2/- on its members to raise funds. Cooperative
marketing of cotton was atteanted in 1931, but with disastrous
results, and so, nc crop marketing was attempted in the following
yzar. The Asscciation was reconstructed in 1933 under the name of
the "Ugaenda Growcrs' Cooperative Society" at the instence of one

Mr. Mikairi Wamala, M.B.E. (1879-1963). Its membcrship was drawn
from the various countics of Buganda and it formed the nuclous of
what later camc to become separatc primary societies which together
formed the U
1936, the Ug
of 239 people, and nincteen othcr growers' societics had been feormed.

ganda Growers'Cooperative Union registered in 1948. By
anda Growers' Cooperative Socliety had got a mcembership
These early socicties had no legal backing, neither wcre they
registercd, nor supporved by Government. They were opcrating under
the Business Names Ordinance, "a most unsatisfactory situation",
since their activities could neither be supported nor controlled by

law.

As far back as 1934, coopecrative development had engaged the
attention of the Uganda Administration. A draft Bill on cooperative
societies had becn drawn up in 1935 and revised in 1937, but was
strongly opposcd on the grounds that cooperative lagislation was yet
inopportune in the couantry, and so, was dropped, pending an
investigation of the whole situation. The immigrant community argued
that the formation of a cooperative moventent would be attended by
"grave risks"; that the propcsed socicties would involve the
Government in indircct participetion in commcrce; that the societies
might grow in size and bccecome politically powerful and hence a source
of "embarrassment to tne Administration; that the societics might
indulge in unfair compctition with established business.2 Further -

1. The _most articulate- perts of-Ugenda "in all these struggles have
been Buganda and the Eastcrn Provinces.

2. IEngholm, G.r., The Dccline of Immigrant Influence on the
Uganda adiiinistration, 1945-1953, Uganda Journzal, pt.I, 1967.
Mr. Engholm was.describing, in his articlc, the pre-war
situation also. . - -
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grounds for dropping the Bill were that the Africans lacked
entreprencurial ability and that cooperstive activities

would bring too much money into African hands and that would eause
inflation in the country. ~In the years that followed, a more
favourable attitude ‘towards eooperatives developed as a result of
official recports and rccommendations of "experts who enguired into
the question. In 1938, -Mr. J.W. Steil carried out an investigation
on the introduction and regulation of the cooperative movement in
the country. His investigation showed that there had been a nunber
of. societies of a seni-cooperative nature in existence, but that
their operation left much to be desired and he stresscd that
cooperative development must be precsded by cooperative education.

The second world war prevented any action on the report.

Further investigetion in 1941 into the food crop industry
showed evidence of local demand and possibilities of cstablishing
agricultural marketing socicties and the need for cooperative
legislation to regulate their activities. This fect was confirmed by
Mr. W.K.H. Campbell, who, in 1944, conducted a further investigation
into the opportunities for coopcrative development in the country.
He showed that there was plenty of scope for cooperatives to operate
ana he declared "that the demand here is so insistent

and the prescent position in many cascs
so dangerous and so legally unsound,
that I venturce to suggest that a very
high pricrity ought to be given to the
need for passing an ordinance and
selecting and training a registrar

to administcr it"

The Legislative Council debated and passed the Cocperative Bill
in December 1945. Opposition to the Bill came mainly from the
Indian Community represented by Honourable H.K. Jaffer, who feared
that the passage of the Bill waes an atftempt "to eliminate the
Indisn trader from his legitimote and rightful pursuits in_trade”.2
Here was demonstrated once more, a dichotomy of intcrests.
Government's sponsorship of cooperatives was seen Ly non-African

vested interests as inimieal to them.

THE PERIOD AFTER 1945.

With the enactment of the Cooperative Societies Act, 19463,
and its being brought into effect by Legal Notice, No.1l57 of 1946,
as from lst September 1946, there came to an end the era of

illegitimete cooperstive societies. The Department of Cooperative

1. Par. Proceedings, Uganda, 4th Icc. 1945, pp.37-38.

2. Ibid, page 39.
3. Uganda Taws, 1946, Ordinances and Subsidiary Legislotion, =
= G )
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Development was, accordingly, created in the same year, to advise

on policies and programmes, and Mr. A.J. Kerr was appointed
Registrar, with effect from 1lst January 1946. Under the Qrdinance,
a Society which has for its objects the promotion of the economic
interests of its members in accordance with cooperative principles
may be registered with or without limited liability.When registered,
such a society becomes a body corporate with all the rights of

a corporate body. Registered Sociecties were to be granted tax
remission1 on their transactionsinvolving duty or tax, stamp duty or
any fee payable under the law of registration for the time being in
force. Dividend payable to members was not to exceed 10% per annum
in any case. Societies which made profits were to maintain a reserve
fund into which should be paid such portion of the net-profit in
cach year as may be preseribed. The net balance of any society after
payment of dividends and -peyment into the reserve fund was to be
distributed in accordance with the rules preseribed Ly the Ordinance
or in accordance with the by+lcws of the society. In no case should
dividends anhd bhoauses be paid until the Balance Shect cf the Society
had been certified by the Registrar and the amounts payable approved
by the Registrar. Section 41 (1) of the Act stipulated that "The
Registrar may, with the approval of the Governor, appoint a person
to supervise the affairs of sny registered society who shall be
called a Supervising manager". Such a supervising monager was 10 be
a member of the committee z2nd his vote gt meetings, though subject
to appeal to the Registrar, was to be deemed a majority vote.
Officers or members of a registered socliety were barred from receipt
of any remuneration, salary, commission, or other payment from any
person other than the society in respcect of any business or
transaction entered into by the society. Under section 62 of the
ordinance, "The provision of the comnanies ordinancc and of the
Registration of Business Names Ordinance shall not apply to a

registered society."

The first ccoperative society to be registered under the new
law was the Namutamba Growers' Cocperative Society, "thus ending the
era of uncertainty and insecure standing for farmers' organisations'.
By the cnd of 1946, about 75 organisstions of a coopcerative nature
were in operaticn and were mainly agricultural marketing socleties,
the majority of which were located in Buganda, but most of them were
still unregistered. OCutside Buganda, the first cooperative attempt
2t coffee (Arabica) marketing in the country was in Bugisu, where
there was established in 1931, under the segis of the Government, an
orgafilsation known as the'Bugisu'SchémGQ,‘fdr'fhe'pféber cdlfi%étibn,

1. Since 1965, Cooperative Socicties have been subjected to payment

of income tax.

2. Ihe Histcry of the Bugisu Coffee Scheme (typed“conv)l
£t§.paralLel organl§aﬁlon outside Uganda was the Kilimanjarc
Native Coopcrative Union, Tanzanid.
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processing and merketing of the crop in Bugisu.. Although the Scheme
was not launched as a cooperetive venture then, there was a proviso
that it should be converted into a cooperative organisation "at the
carliest opportunity". With the enactment of the coopcrative
ordinance, two primary socicties of coffee growers sprang up in
Bugisu for the purpose of collecting parehment eoffce prepared by
members for sale in a bulk to the Bugisu Coffee Scheme, and for that,
they received =z commission of one cent per pound over and above the
controlled price. Payment for the coffee so delivered was made
according to grade, so as to provide an incentive for the production
of good quality coffee. In addition to the commission, premiums
were paid to the societies for quality, the premiums being based
upon the Nai¢obi Liguorer's reports on samnples taken and tested.
Between 1951 and 1955 Government took steps to develop.the Bugisu
Coffee.industry cn a cooperatdve basis. Certain assets belonging

to the Scheme were transferred to the Bugisu Coopcrative Societies
which,formed the Bugisu. Cooperative Union, registered in 1954.

The Bugisu Cocperative Union is basically now.in control of the
marketing of the Bugisu Arabica Coffce.

These early cooperative socicties had weak leadership as was

to be expected; they were often suspect and irept and their
aspirations were illdefined. An official report in 1952 stressed the
lack of ‘leadership amongst them, for there wes nobody "to teach these
companies and associgtions the true meaning of cooperation .....
In respect of the Bugisu Cooperative Union, a comnigsion of Enguiry
in 1958 noted that great relisnce by the Union upon Government was
partly rcspongible for its inefficiency. The report said inter alia,

"It needs to be remembered that the

Bugisu Societics and the Union came

into existence fairly rapidly, less

under the impulse of self-defence

azainst exploitation, but more because

Government preached the gospel of

cooperation. This partly explains why

there is so much readincss to lay all

dissatisfaction at the doox of Governmnent,

and to wait for further help when really

it is 'self-hclp' that would be better at

. 2
this stage".

1. Uganda Protcctorete, Commissicn of Enouiry into the Progress of

Coop. Movement in Mengo, liasaka & Busoga Districts, Entebbe,  1952.

2. Uganda Protect. Rpt. of the Commission of Enouiry into the Affairs

of the Bugisu Coop. Union Ltd. (1958) paragraph 26, quoted in

Ehrlich (paternalism) op.cit. ».283.
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The real problem of the movement at that time was that no
systematic education had been givcn to the sccicty members. One
M.P.,Mr. M.¥. Kawalya-Kagwa hed lamented on this lack of education
during his speech in Parliament in 1945.

"Sir, I should like to draw attention to the

fact that the introduction of a cash eccrnomy

has disturbed the African Society and shakcn

to its very foundation our Social Customs.

Unless the African is trained in the new

economy and the art of earning money and

spending it wisely he will be ruined and

nis progress will be impossible. 1
Another M.P. reiterated this lack of business education among the
Africans and commented thus: "This is not their fault for I do not
think they have had a chance in commerce during tho last twenty
years".Q

It is signifact to note thaot ten years after the 1938 Cotton
Report had opposed African participation in the ginning industry
through cooperatives, by 1948, cooperation had acquired a new
meaning in Governmentys scheme of things. Significant is the fact
that post-war colonial policy was now directed to African
Cooperative endeavours, and it wes realised that "onec of the most
hopeful lincs of advance for improvement of Commcrcial and trading
activities by colonial pcoples themsclves lies in the expansion of
cooperative practice."” In one of his dispatches in 1946, the
Secretary of State for the Colconies, the Rt. Honourable G.H. Hall
had made an important stetemecnt on cooperatives.

"The value of Cooperative Societies is no
longer a matter of any dispute. DBoth in
the U.X. and other Burcpean Countries in
which the movement grew up, and in the
countries to which it has later been
transplanted, the benefits to be derived
from a flourishing cooperative movement

4
have proved themselvcs."?

Thas, the Uganda Government's paternal policy fowards the
cooperative movement in the country was part of thc British Colonial
policy in the post-war years, of fostering economic development in
Britain's dependencices through cooperatives. The Labour Party's
Socialist ideals largely influenced. the British Administration of
the 1940's, which hed an albiding foith in cooperation as a means of

econhomic develcpment.

1. Proceedinss in Parliament ov.cit. p.13
Ibid. Feb. 19, 1946, poage 26

3. Bhrlich (Marketing of Cotton in Ugznda) op.cit. p. 316
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By the second half of the 1640's, the whole guestion of African
participation in the ginning industry had taken a noliticel tone and
was now seen entirely in terms of African Cooperative centerprises,
rather than individual entry by African businessmen into the trades
of the country. Henceforth, Gocvernment's attention was directed
towards fostering these coopcretive endeavours. It rcecognised this
fact, when, in its comment on thc 1948 Cotton Report, the Government
maintained that

"At the same time, the desire of <he African

Comzmunity to participatc in the ginning

industry 1s rccognised and as a first step,

it i1s proposed vo arrange for ginneries, in

arcas to be selected, to process cotton

beleonging to growers from member socicties"
Government also, in 1948, made an important announcement to the
effect that

"Tis Execllency the Governor has given approval

in principle to the proposal that a porticn of

£1060,000 grant from thc Cotton and Hard Coffee

Control Funds be given to the Buganda Govcrnmoent

to be vused to finance the acquisition of a

ginhnery to be opcrated by an approved group of

Assoclations of Africans es/Cooperative Socicty."

This proposal was a step in the right direction and marked the
beginninz of cooperative processing activities. -Thus, far from
challenging the cotton industry es was feared by the Imanigrant
Community, whecn the Cotton Commnission of 1948 published its rcport,
it was found that the ccoperctive movement would have to be
supported specially with moncy drawn from funds withheld from
peasant cotton and coffce growers: and far from being politically
powerful as to be a source of embarrassment to thoe Government, the
moveimnent ié}@grgely depcndent upon Government patronage. But the
fear that the socictics would involve Government in indirect
participation in commcrce appears to have been justified, because
Government is now increasingly getting involved in schemes with which

the cooperatives are assoclated.

In Septemboer 1951, Government issued another propesal to
reorganisc thc Cotton ginning industry3 with the following objectives:
(a) To provide for participation by 4frican Coopcreatives in the
ginning industry as far as possible.

(t) To maintain and improve ginning standards and ensurc that the

industry is conducted efficiently and eccnomically.

1. Ug=znda Protectoratec: Note on the Repert of the Cotton Industry
Commission, 1948, parag. 4.
Bhrlich, C. (Marketing of Cotton in Uganda) op.cit. p.321
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In pursuance of the first objcctive, it was propcsed that
approximately twenty ginnerics would be compulsorily purchased
from the privetc scctor within thc next five years for handing over
to African cocperatives. Since Govecrnment assistence wzs to be
given only tc:registerced coopcratives, it is easy to understand the
enthusiasn with which people formed, cooperative societies, in order

to rcaD't?E‘benefits of such Tovcrnment assistance.

The 1951 proposals camc into effect with the passage of two
bills in 1952: The Cotton Ordinance and the Acguisition of Ginneries

Ordinance 1952.

The nost:important provisiocn of the first bill was the
conversion of the ginning pools from voluntary into statutory
organisations. The implication of this statutory rccognition of
the ginning pocls was that gianners were now legally entitled to the
shares they had been holding in the former pools. Buying in excess
of thiese shares was an offcnce against the law. The Acquisition of
Ginneries Oxdinance previdcd for compulsory purchase by Government,
of private ginnuries for hending over to Africans. Scction 16 (1)
of the Act rcads:

"Scon after the specified date as is cenvenicnt,

the Governor shall transfer, subjcct to such

~terms and conditions—as- he thinks fit to-impese, -~ -

to an African coopcrative enterprise any under—

taking in respect of which notice has becen given

uhder the provisions of sub-scction 2 of scction 3

of this Ordinance or which has been acguired by

the Governor for the purpose of tresnsfcocr to an

African cooperative cnterprise"
Official assistance was, thacrefore, limited to coopcrative societies;
privete Africens could not even gualify for 2id undcr the clauses
of the ordinance. Although the transfcr was originally subject
to a cooperative soclety raising i/, of the capital cost of a ginncry,
this condition was later modificd, so that loans for the ginneries
were granted by the Ugonda Crcdit and Savings Bank (now Uganda
Commercial Bank) which advanced 90% of thc capital cost, repayable
in 20 years a2t 5% interest per annum, the other 10% coming from
the unicns. lMost cooperative uanions found this 10% by capitalising
the commission payable to tacir member socicties, for coopcrative
societies were very eager to take over thc ginneries. In the five-
year period eunding in 1957, upto twenty ginneries could be acquired
for cooperative unions, provided their member societies were in a
position to provide sced cotton cauivalent to 2,400 balcs of lint
a year. Since the post-Indenendance period, the nuaber of cooperative
ginneries, as wcll as cooperctive share of the cotton crop has becn

on the incroose (Tables I and II)
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Table I: Statistics showing the rising percentages of
Cocperative Cotton Quota, 1962/63 - 1967/68.
(GROWTH CHART OF COOPERATIVE CCTTON SHARE, 1962/63 - 1967/68).

1962 1963 | 1964 [1965 |1966 | 1967 . |

70NES '63] _'64 | '65 | '66 | '67 68

1 WEST NILE 100 100 | 100 | 100 | 100 | 1ee

2 WEST ACHOLI NIL 65 70 80 | 100 | 100

3 E4ST 4CHOLI HIL, 60| 100 | 100 | 100 | 100

4 LANGO 20| 60 75 90 S0 | 100

5 TESO NIL| 35 60 65 65 | 100

6 SOUTH TESO(SEGRECATED) | NIL! NIL | NIL | NIL | NIL | NIL

7 USUKU WIL| ¥IL | NIL | NIL | NIL | 100

8 MBALLE 41 55 60 70 70 | 100

9 BUS0G4 350 50 55 60 60 | 100

10 MENGO/ZNTEDRBE 15 25 28 40 40 80

%11 . MENGO/BURULI - -~ ~ -~ -~ 100

12 MUBENDE 15 35 46 60 60 -

13 MASAKL WIL| 65 70 | 100 | 100 | 110G

14 BUNYORO 500 78 85 | 100 | 100 | 100
*¥15 SINGO/MUDENDE/MWENGE/

KYAKA - - - - - -

Notcs: 1. * For the 1967/68 crop year, Mengo/Buruli was carved
out of Mengo/Entebbe zone.

2,%% Other areas wore added to Mubende zmone in the 1967/68
year to form the Singo/Mubendce/NMwenge/Kyaka Zone.

3: .... A1l the ginning pools in arcecas where the cooperatives
have acguired 100% take-over, have consequently, been
wound up.

Sources:s

1962/63: Cotton Amendment Act, No.2, 1962, 30th Nov. 1962,
Supplement ‘to Uganda Gazettes, p. 15

1963/64: Legal Noticc, No.299 of 1963, Laws oi Uganda, 1963,
Supplement to Gazcttee, page 545.

1964/65: Statutory Instrumcnt 1964, No.25€¢, d¥ov. 6, 1964,
Laws of Uganda 1964, page 399.

1965/665 Cotton Commission Report, Uganda, 1966, p.25.

1966/67: S.I. 1966, No.128, The specified perccntage
(Variation) Order, 1966, 26/8/66, Uganda Laws, 1966,
p.283.

1967/68: S.I. 1967, No.G5, The Specified. Percentage
(Variaticn) Order, 1967 of Sept. 27, 1967.
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Total No. of|Ho. of Total No. | Proportion of
private Cooperative| Ginneries | Country's
CROP YEARS | Ginneries in|Ginneries Operating | Ginneries
operation in in in the Operated by
the country |operation Country Cooperatives
%
1962/63 118 16 134 11.9
1963/64 107 28 135 20.7
1964/65 88 40 128 31.2
1965/66 69 47 116 40.5
1966/67 60 45 105 42.8
1967/68 27 43 70 61.4
Source: L.M.B, Ginncries Records.
In the coffee industry great impetus was given to cooperative
participation by Government Notice of Proposals for the Reorgani-

sation of the Uganda Coffee Industryl.

Under these proposals,
25% quota of clean coffec calculated from the output of coffee
from the existing curing 2nd hulling works was allocated to
African entcrprise., These proposals came into effect under the

Coffee Industry ict 19532,

The Ordinance provided Tfor the allocation of the first six
In scetion 2 of the 1953 Act
"associlation of growers" was defined as any registered cooperative

curing works to Africans.

society all of whose members are Africans or any other group of
African growers of coffee which the Coffec Industry Board is
satisfied ccllectively markets coffee in accordance with, cooperative
principles. In spite of this definition, in achtual fact, associa-
tions of growcrs are not legally regarded as cooperative societies.

Thus, unlike the "icquisition of Ginneries Ordinance"which limited

the transfer of ginneries toc cooperative societies, the Coffee
Industry Ordinance provided for the allocation of coffce factories
to beth coopcrative societies and individual Africans. It would

appear, therefore, fthat right from the beginning Government was
prepared to allow a choice between cooperatives and other businesses,
In this

connection, the coffee industry provides an opportunity for the

and therefore, competition in the coffec industry.

people to choose between alternatives.

1952 Coopérative Amendment Law3

Six years after the cooperative movement had been given
statutory recognition, it became necessary to get the cooperative
members more closely associated with the administration and directien

1. The Uganda Gazettee, Vol. XLV, No.42 of 18th July, 1952,
General Notice, No.7T719 of 195%2.
2. Laws of Uganda 1953, Nc.21 of 1953, Coffee Industry Ordinance.

3. Laws of Uganda, No.28 of 1952, »p. 317-330.
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of the movement. Following recommendations by the Commzssion-of
Enguiry into the progress of the movement in Mengo, Maszka and
Busoga Districts, the Amendment Act was passed in 1952. The Act
provided for:

a) The creation of the Uganda Cooperative Development Council
responsible for the general administration and direction of the
movement. Registered cooperative marketing unions, consumer,
thrift, and farming societies were, each to be represented on the
council in a prescribed menner for a year. Other members of the
council were the Commissioner for Cooperative Development, the
Registrar, the Senior Cooperative officer performing the duties of
Accountant, and two other members agpointed by the Governor.

b) The splitting of the Administrstion of the Cocperative
Department into two, between (i) The head of the Coopcrative
Lepartment designated Commissioner for Cooperative levelopment and
(ii) The Administrator - General made responsible for the
registration of societies, and vested with the power to liguidate
cooperative societies considered due for liquidation. The
cancellation of the registration of a society could be done by the
Registrar or by the Courts, upon application. The effect of this
Act, in the main, was that the powers of the Registrar were, as it
were, limited, and the Cooperative Development Council retained
great responsibility over the movement.

Government incresased Intercst in Cooperatives:

The Cooperative Societies Act, 1963.1

By 1963, cooperatives had become finslly incorporated into the
national policy as an ostensibly democratic way of positively
promoting the development of the people, the resources and prosperity
of the country. After seventeen years of Government's promotion of
cooperatives, experience had shown that the Amendment Act was
nccessary for the following reasons:-

(1) To ensure and protect coopzrative principles and prevent non-
cooperative practices creeping into the movement.

(2) To protect cooperatives and encourage economic development

among the pcople and,

(3) To enable the Government to take active part in the development
of the cooperstive movement. Thrce years after the country had got
its Independence, the indigenous government threw its weight on the
side of the coopcrative movement as an instrument of economic and
social policy. Among its many provisions, the Act abolished the
Uganda Coopcerative Development Council and shared its responsibilities
between the cooperative apex organisations (The Uganda Cooperative
Alliance and the Uganda Coopcrative Central Union) and %he Government.

1. Uganda Laws, Cooperative Societies Act 1963, o
No.34 of 1963, po.244 - 274.
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Under the Act, the Registrar was empowered to determine the
qualifications of cooperative societies' employees in order that
only the "right" people could serve the movement. In part II,
Section 3 (1) of the Act, "The Commissioner for Cooncrative
Development and The Deputy Commissioner for Cooperative Development
shall be, respectively, the Registrar of Cooperativc Societies and
Deputy Registrar of Cooperative Societies for the purposes of the
Lct." Thus, the offices of Commissioner and Hegistrar were
combined in one and the®same person. While the Act has sought to
make the Government more concerned with the affairs of the
movement, it has also made the slovement "more democratic. The
Committee that enguired into Busoga Growers' Union's affairs made
this observation in respect oi the Act.

"Practically 211 powers of control have been

vested in the comnittees, a number of which

have lacked competence or Honesty; often both;

and through the very limitetions of the law

the department has been as powerless as the
smembers to, lnstitute any preventive measures

agalnst incompetence and malpractices.
Sections 47 to 5L of the Act seemingly provide

the cffective machinery of redress, but in
bractice this is only postmortal and not

preventive or remedial™.”

In fact, the Act investcd the Registrar with wide powers over
' the movemont, but in.practice, the committees arc allowed a large .
CmessuYe of control, with the result that only when mattcrs have gone
really badly could the Registrar intervene. Since +the passage of
this Act, scveral landmarks have bLeen seen in the development of the
movement. The Cooperative Credit Scheme started in 1962 has been
intensified since 1964, while the Coopcrative Group Farm Scheme,
~inaugurated in 1964 has been expanded. These Schemes arc instances
~of the Central Govermment's efforts in stimuleting rursl development
programmes through eapital injection into agricultural projects as
part of the economic development cof the country. Government has
1nvested vest swns of money directly in the movement through loans.
for capitael expenditure, working capital and crop finance. For the
years 1962/63 to 1965/66, considcrable amounts of moncy Have boen
‘given to tnc district unions to scquire processing. factories and-for
relenfing to their member societies (Table III) and to societies,

inder the credit and group farming schemes. In the 1966/71 Second

1. The Rpt. of the Committce of Enguiry into the Affairs of the

Busoga Growers' -Coopsrative Union, 1965, p.8. The Committee was

making & gcncral observation in respect of the whole movement.
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five-year plan, a sum. of £4.41 million has been earmarked for
cooperative group farming, schemes cut of a total of £47.8 million,

of the proposcd Govermment expenditure on projects and programmes

in the agricultural sector, thus representing 9.3, .of the overall
estimated expenditure. The year 1964 saw the appointment of the first
Ugandan as the Registrar of Cooperative Societies and Comnissioner
for Cooperative Development. Ancther landmark in the progress and
growth of the movement was the registration in 1965, of other types
of cooperative societies in the country, such as the Taxi Drivers!'
cooperative society 1in Kampsla, the Puilding and Handicrafts
Societies and the Forest Socicties. In the same ycar 1965, thore
had occurred a coverage by the movement, of all thc Districts in

the country, through the formetion and registration of three growers!'
cooperative socicties in Karamoja District.

TAPLE ITI: STATISTICS OF LOANS TO
COUPLRATIVES, 1962/63 TO 1965/66.

TABLE III(a) CREDIT SCHEME LOANS (FIGS. IN SHILLINGS)
1963 1964 1965 1966

Total Loans from the .
Uganda Credit & S. Bank¥
from lst Wov. of the
previous ycar to 3lst
October of currcnt year.| 814,955 1,689,357 | 5,186,503 | 6,024,986

Recoveries during the |
period up to October
31lst of currcnt year. 811,607 1,665,010 | . 807,871 | 5,389,969

Outstanding Amounts 3,348 24,347 | 4,378,532 635,017
Percentage Rate of
Default 0.4 1.4 17 10.5

¥ The Bank is now known as the Uganda Commercial DBank.

TARLE IIT(L) GROUP FARM LOANS (IPIGS. IN SHILLINGS)

1963 1964 1965 1966
Loans from the U.C.S.Z.
from 1st Nov. of the o
previous year to 3lst .
October of current year. 69,411 916,440 ge2,385
Recoveries for the
same. period 39,829 2,779 709,754
Outstanding Amounts 29,582 913,661 212,631
Percentage Rate of
Defaulsw. 42.6 99.5 23

1. D.G.R. Belshaw: Proposals for Asric. Scctors in the current

East African Development Plapns. A Compsrative .analysis,

Takle ITI, RIL Ho.26.
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*THE III(c) LOANS DISTRICT UNICNS INCUR FOR CAPITAL ASSTTS AND

CROP FINANCE (CENTRAL FINANCE)
YEAR CAPITAL IWWINANCE CROP FINANCE - TOTAL
SHS.: SHS. SHS.
1963 18,156,215 165,002,567 83,158,782
1964 139,347,386 .. 98,893,000 138,240,386
. 1965 143,063,269 122,050,000 165,113,269
1966 48,194,340 126,050,000 175,140, 440

SOCURCE: Annual Reports of the Department of Cooperative Development.

Apart from crop marketing and crop production, the movement
also engages in activities ancillary to marketing, such as thrift
and loan and credit activitices, as well as distributive services.
The major-activities of ‘the movement are, however, on the marketing
of the country's two major cash crops - coffeec and cotton.
Interest 1s also shown on the marketing of minor crops as a means
of diversifying members' incomes and reducing the risks incidental
to reliance on the major cash Erops whose world price levels are
usually unstable and are determined by world market situations.

As the movement grows bigger in menbership and covcerage
(Table IV), it had become neccessary to cstablish apex organisations
to perform ccrtain functions at a central level. Threc such apex
organisations have becn formed. They are:
(a) The Uganda Coopcrative Ceantral Union formed in 1961 for
purposes of centralised trading on behalf of the member-unions and
for. distributive and supply .services of the movement.
(b) The Uganda Cooperative Alliance, set up in 1962 to promote
cooperative education and act as the spokesman and rcpresentative
of the entire movement on national and international issues affecting
the organisstion. The whole idea behind the formation of the
Alliance is to provide g basis for the eventual contrcl of the
movement by the movement itself when it is able to do so and divest
the Government of its present responsibility_ over the cooperatives.
How and when one can decide that the movement has recached the age of
maturity is-another matter.
(¢) The Cooperative Bank of Uganda formed in 1964 to handle
Cooperative Banking, especially, crop financing in the country.

¥ These are maximum liabilities District unions are authorised to
incur and rcpresent loans from banks, gsuranteed by the Uganda

Government.
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So far, the hopes placed on two of the apex organisations have
not materialised. The Alliancc has not been able to "project
a favourable image of itself" to the movement. The affairs of the
Alliance were Ffound to be in a mess anhd a Commission of Bnquiry sect
up in 1966 into its working, resulted in the appoiantment of a
Supervising Manager in July 1966, to reorganise the Alliance.
Similarly, the Cooperstive Banl which ran into difficulties right
from its inccption, for lack of funds and mismanagement, is virtually
dormant now. After a Commission of Enguiry into its affairs in
December, 1965, e Surervising lanagecr was, again, appointed to
administer it. Enguiries were also set into the affairs of the.
Bugisu Cooperative Union the Uganda Growcrs' Coopcrative Union,
%ﬁ%~§%gu%%sg§awgggﬁe£§é %ﬁgpgﬁ%g%ﬁ%mgﬁ O%' Supervising Managers to
X 2 o
manage the affairs of these unions. The reports of Tthe Commiseions
of Enguiry into the first two unions have not yet beca made public.
Prom the report of thc Busoga Committee of Enquiry, onc has the
impression that the movement is beset with a numbor of problems which
hamper its c¢fficiency. A Commission was, in 1867 set up to
investigate the affairs of the whole movement and report thereupon.
Until the Commission publishes its report, oncis not in a position
to comment on it. That thc movement hess had some disappointments,
is however not in doubt. 4n editorial comment in this connection,
in the Uganda Argus, on & seminar held in Mekerere in 1966 is worth
noting.
"Uganda is not the only country where there have
been disappointments in the development of the
cooperative industry, but 1t is important that
the expensive lessons of the past are put to
good usce. In terms of size the cooperatives in
Uganda have undoubtedly succeeded...... IBut the
fact that i1t hes recently been necessary to
appoint a Commissican of Enquiry into cooperative
uniions is a sign that not everything i% well in
them. It is certainly no commendation if a
ginncry which has madc good profits in privatc
hends makes much smaller profits or even a loss,

3 . ., . 1
when it is taken over by a cooperative'.

CONCLUSION:
In terms of numbers, the movement has grown tremerdously.

From about sevemty-five primsry socitties registered in 1946, it has,
by 1967, grown to an astronomical figurc of 1970 primnrics, with =
large number of individual members, mostly farmers; thirty-one

district unicns, and three apex organisations. In the field of crop
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marketing, tho movencnt has the largest membership, especially in

cotton marketing, where it has acquired virtusl mononoly.

It is en ivony of history that African peasant farmers who,
before the advent of coopecratives, were bitterly opposed to the
monopsony of non-Africans in the cotton industry arc now in favour
of the very situation they attacked many decades ago, bocause
cooperatives arce now in a sheltered position in the cotton industry
with virtual absence of compctition. In September 1567, cooperatives
were granted, by law, 100% take-over of cotton burying in all the
cotton Zoncs (except in Mengo/Entcbbe Zone where the private sector
is left with only 20% sharec of the crop). In the coffce industry
(except Bugisu arabica coffee), wherce the private sector dominstes,
the movement is even clamouring for the limitation of competition
in areas whcre cooperative socicties and unions compete with private
traders. Quite rccently, ncw monopolies have been grantcd the
movencent in milk-processing. The main achievemncnt of the movement
lies in thc redistribution of cconomic power, while its mein problem,
in the devclopment effort, is cfficiency.

By chcouraging the growth of the movement in the country the
- . _,howeve | . - : . . :
Government is/mcrely giving en administrative fiat to an organisation
that had sprung up spontaneously, though 1h a small way, but was
denied normal ecntry into the btusincss and trade of the country.

The evidence prescnted in this papcr thereforesupports the view that
the growth of the movement in Uganda wes spontencous, although
Govexnment's continued paternalistic policy and supcrvisory role
have all addcd momentum to its growth., In this encouragcment,
Government is not only giving the movemncnt a great decal of financial
support and technical aid, but is also controlling it and using it
as an instrument of social and economic development of the country.
Although it is the intention of the Government to hand over the
control of the movement to the movement itself as soon as the latter
is recady for it, eoopcratives are increasingly becoming depcndent
upon Govermnment for direction, cspeeially, because of the schemes
with which the movcment is associated ian rurel dovcelopment
programmes. How soon the movement can become an autonomous

organisation like thc Danish Cooperatives is anybody's guess.
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