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introduction: Cooperatives are the multidimensional concepts covering
omic perspectives. The four irregular rectangular shapes entangled with
represent the cooperative loose bondages where there are no strong ties
other. No strong interconnections and these loose inter-connectivity
% cooperatives from their core values and principles. This resulted the debacles
renlities, causes and measures are to be chalked out in the keen eyes with
¢ views trying to enlighten the movement.]




FOREWORD

iesh Cooperative Academy (BCA) is the zenith body of the coopera-
slning in Bangladesh. BCA, since its inception in 1960, has been
i diverse types of training programs with the aim of socio-economic
wement of the cooperators of Bangladesh. Poverty reduction, resource
ulation, development of human resources, capacity building and
ment of the people through income generating activities are the core
% of training programs of BCA and other 10 Cooperative Zonal
o8 that work under the direct administrative control of BCA.

' recent years, a lot of cooperative societies faced the mishap of the
ie backdrop similar to other financial institutions. But no initiative has
ken yet to assess the calamity in the financial sector. Bangladesh Coop-
Academy got an allocation from GoB to conduct a research.Though
) is not the main function of BCA and other Zonal cooperative training
8, we have taken a challenge to conduct a research having the title
t Debacle of Cooperative Societies in Bangladesh: Realities, Causes
leasures’. This is a time driven, demand driven and situation driven issue
can bring a great impact in the formation of cooperative societies in
desh in near future.

» that the mentioned research study of the disarray of cooperative
in Bangladesh will brmg meamngful changes in the Cooperatlve

”‘ nd-other econom Ore y of the ounir
HOCT L] H atio Gt

help the academicians, pohcy planners, DoC, BCA CZIs and such
mamzatlons who work with monetary management, I would like to
88 my heartfelt thanks and gratitude to the members of the research team
1eir sincere efforts to make the research study meaningful.

| bal Hossain

lad sh Cooperative Academy
, Cumilla

rch Adviser




PREFACE

Cooperative societies round the world are in a state of flux. Everywhere, cooperative
societies are to face one or more crises like crisis of ideology, crisis of capital, crisis of
credibility,and crisis of management. There are five identified challenges faced by
cooperatives. These are cultural transformation, competition and expansion, wage
solidarity, centralization and reorganization. In spite of the fact, in Japan and Korea
about 90% of the farmers are involved in cooperatives and also in Australia, New
Zealand and European people have confidence on their investment in cooperative
societies.

But in Bangladesh, major challenge is the intrusion of non-cooperators and political
touts in the cooperative societies that are encouraged by the party in power to use them
as vote bank. Secondly government has no visible commitment to support the coopera-
tives and bring societies within the budgetary discipline of the government. Thirdly,
cooperative banking, cooperative insurance and other cooperative interventions are not
encouraged due to absence of transparency and accountability. Fourthly the management
of the Cooperative Department must be more prudent and dedicated to find this sector
working without any fear of exploitation and deception.

In the recent years, a lot of cooperative societies have fallen in the financial debacle in
different parts of the country. It has become a burning question in the economic sector of
the country. The highest authority of the country is also concerned about the “The Recent
Debacle of the Cooperatives societies”. I did hope that Government or DoC would form
a commission to work out the causes of such debacle.

In this context, BCA decided to conduct a research on “Recent Debacle in Cooperatives
in Bangladesh” I do believe this type of research will be able to detect the causes of the
problems and help us to way out to address the crisis. The research team had to bring
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b powsible. On the other hand, the powerful vested group was insidiously
{itvalved in the malpractice in the name of CS and DoC was not capable of
venting such incidents due to-prevailing limitations mentioned above.

ere was sign and symptoms of a crisis in cooperative sector and an initia-
Hve was taken in 2008 to amend the existing Cooperative Law. Opinions
Were tuken from field. But no suggestions from the field were incorporated in
e newly amended Act promulgated in 2013. :

Executive Summary

A cooperative society is the aggregation of five capitals including Economic
Capital, Human Capital, Social Capital, Natural Capital and Physical Capital.
Cooperative is the movement of socio-economic development of the mem-
bers having the root of Unity. We know that unity is the sign of Strength,
Prosperity, Equality and Social Integrity. The gist of cooperative movement
is that a cooperative society is the organization of the members, by the mem-

bers and for the members. 1he branch offices were banned overnight under the amended Law. The

whole sector faced a great shock and as immediate consequence, debacle
wecnrred in the cooperative sector. Consecutive news was being published in
the print and electronic Media about the financial debacles of CS and a
Wemendous fear erupted among the members of the CS. A lot of individual
Wivestors having the commitment of high interest rate assembled in the CS
wllicen with the pressure of returning all of their deposits at a time. This
Wemendous pressure compelled the CS management authority to shut down
Hheir branches and offices and finding no other way out, they were to flee
WAy to save their lives. Allegations came against the CS management as

In the recent years, a lot of cooperative societies in Bangladesh faced the
mishap of the economic backdrop similar to other financial institutions. But
no initiative has been taken yet to assess the calamity in the financial sector.
Bangladesh Cooperative Academy got an allocation from GoB to conduct a
research. BCA has taken a challenge to conduct a research having the title
"Recent Debacle of Cooperative Societies in Bangladesh: Realities, Causes
and Measures’. This is a time driven, demand driven and situation driven

issue which can bring a great impact in the formation of cooperative societies
1 1 r fiture

Tutai ey

Sl us the weak monitoring system of DoC. There is also allegation that the
Bt sinff helped the CS management for the fraudulent practices. Some even
Miestioned the registration process and system of forming the pro-family CS.

The Cooperatives in Bangladesh has the constitutional provision indicating
the commitment of the government of Bangladesh to emphasize on the coop-
erative initiatives on the ownership of properties and growth of the economy
of the country. But it is an irony of fact that cooperative movement in Bangla-
desh has lost its ideological direction to a path of darkness and critical dimen-
sion having the financial debacles.

I'In gpite of this turmoil, no response came either from GoB or DoC, no
imission was formed or no effective action was taken to find out the
unes of the debacle. BCA at last, took the initiative to find out the causes of
debacle. BCA firmly believe that this study will be a pioneer one to show
light for the advancement of the cooperative movement as it is the time
ven, demand driven and situation driven issue.

Cooperative movement has got-a momentum in the new century for some
specific reasons. After promulgating the Cooperative Law and Rules respec-
tively in 2001 and 2004, the professional CS were formed but a good number
of Multipurpose and Credit CS were formed for the purpose of deposit
collection and loan functions. Those CS established their branch offices in
different corners of the country. Deposit from non-members was encouraged
by the provision of law. There was restriction of providing loans to
non-members. CS violated the rules and gave loan to the non-members.
There prevailed an unhealthy competition among the CS for deposit collec-
tion and loan functions. The staff of CS offered extremely high rate of
interest for deposit to the greedy people. A huge amount of money was
deposited in the CS. Due to lack of efficiency in financial management and
sustainable investment planning, loan was disbursed and investment was
done in non-productive sectors without feasibility study. As a result, CS
became bankrupt. There was scarcity of efficient and competent staffs in
DoC against a huge number of CS. As a result, proper monitoring could not

hile conducting the research study, it was found that DoC has the
ative impression among the cooperators as well as the mass people.
e study reveals some grey areas of the cooperative movement in Bang-
vsh. The important findings of the study are: (1) There is lacking and
ligence in the monitoring system of DoC; (2) People invest money in
the C'S running after the issue of higher interest rate; (3) Most people
posited their money without consulting with the DoC authority; (4)
Lienerally people from the higher classes deposited big amount of money
11 the CS; (5) There was a huge propaganda against CS without judging
the nctual situation and as a consequence a panic started spreading
wround, All depositors, being terribly affected by the panic, came to
Withdraw all their deposits at a time but it was practically impossible
Just like any other financial organizations or banks, to pay back all the

16 17



deposits at a time according to the desire and demand of the depositors

SWOT analysis for DoC in light of the Debacle

and as a result, the debacle occurred; (6) In many cases, the amount of
invested money of the CS is higher than the deposit collected; (7) Maxi-
mum deposited money from the members were invested in nonproduc-

Flgure-01: SWOT analysis for DoC in the light of the Debacle

tive sectors; (8) The recent amendment of the cooperative law in 2013

had tremendously negative effect on the debacle. BRtiillonal mandate for ownership..

fhge of Cooperators among the
siong ool of socio-economic
lopment of the country.

In' the research study, the researchers have found some fantastic learnings
that should be effective for prevention of the debacles. These are as- (1)
Other financial institutions are already involved in making the debacles but
CS are to suffer for some culprits in CS sector; (2) CS are to be blamed for
the defalcation without proper judgement while DoC/Govt did not take any
action for the remedial purpose; (3) Nobody is trying to find out the real
causes behind such debacle and so no solution has come yet.

Pssenoe of the movement in every

The research study makes some recommendations for future remedial meas-
ures in its concluding remarks as- (1) Cooperative rules, regulations and
policies should be cooperators friendly, not cooperative officers friendly; (2)

1. Absence of mission and vision in the
planning.

2. Lack of infrastructure and logistics.

3. Absence of cooperative mentality among
the DoC staffs.

4. Inefficiency in implementing projects.

DoC should play the role of a facilitator, not a regulator; (3) Intrusion of

non-cooperative men in cooperative societies must be prohibited;
(4) Cooperatives must be involved in productive activities, not in micro-

TRl paper. 5. Weakness in implementing cooperative
{ puiative Advantage law and rules,
miive Advantage
! 4l Formation/Accumulation,
& Mg manpower in DoC,
By socuns to people.
Opportunities Threats
% 4 1ol of Sustainable Development Goals 1. Absence of cooperation among cooperative
officials,

credit functions only; (5) Accountability and transparency must be developed
in all sectors of cooperative movement irrespective of cooperators and DoC
officials.

Psssifontlon of cooperative training,
Mrlw Marketing and cooperative branding,
Hive networking among different
j tonal groups,

Cooperative in our country holds the unique recognition of the holy constitu- 11 bwasd wooperative movement,

tion of our motherland. We ought to keep in mind that if we allow misman-
agement in the CS for our personal gains, we would make the full cooperative:
movement weak and ineffective. As a result, our future generations, in
addition to us, will suffer. We can never let something like this occur. Our
research study reveals that the cooperators do not want to violate laws, rules

sy Avuoss 1o Resource.
Ullabal Bxport Market,
Value Addition Chain,

2. Depression among the DoC staffs.
4. No Career planning the staffs.
5. Absence of institutionalization.

and regulations if they are well trained, well motivated and well informed. It
is the duty and responsibility of DoC to make cooperators capable of operat- .
ing their CS properly as per the laws and rules.
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Recent Debacle of Cooperative Societies in Bangladesh: Realities,
Causes and Measures.
Chapter-One

Introduction

1.1: Why the study conducted?

Cooperative is the root of Unity and Unity is the sign of Strength, Prosperity,
Equality and Social Integrity. Cooperative is the movement of socio-economic
development of the members. The gist of cooperative movement is that a
cooperative society is the organization of the members, by the members and for
the members. A cooperative society is the aggregation of five capitals including

Economic Capital, Human Capital, Social Capital, Natural Capital and Physical

Capital.

We, all the Members of Cooperative Societies of Bangladesh including the DoC
personnel, are proud of that we are a part of this Socio-Economic Movement. But
there is a BIG QUESTION Mark or Black spot in the face of this worldwide
tested socio-economic movement in Bangladesh due to the debacles evolved by
the malpractice of this unique tool of socio economic development

Cooperative movement in this subcontinent is an old movement. This movement
started in our country with the enactment of the Cooperative Credit Societies Act,
1904. Only the primary cooperative societies could be organized under this Act
with not less than 10 individual members. The Movement was guided by the
philosophy and principles to protect the poor peasants from the exploitation of
landlords and money lenders of the society so that a poverty free socio-economy
for the poor people especially of the rural areas can be established.

Government of the People’s Republic of Bangladesh has adopted the principles
of ownership under the Article 13 of the constitution of Bangladesh where
cooperative ownership has been prioritized as “The people shall own or control
the instrument and means of production and distribution, and with this end in
view ownership shall assume the following forms- (a) State ownership, that is
ownership by the state on behalf of the people through the creation of an efficient
and dynamic nationalized public sector embracing the key sectors of the
economy; (b) Cooperative ownership, that is ownership by cooperatives on
behalf of their members within such limits as may be prescribed by law; and (c)
Private ownership, that is ownership by individuals within such limits as may be
prescribed by law.”

The constitutional provision indicates the commitment of the government of
Bangladesh to emphasize on the cooperative initiatives on the ownership of
properties and growth of the economy of the country. However, the development
of ‘cooperatives’ as understood todays- democratically organized '
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modeled upon commonly accepted cooperative principles and the
w4l ol i ‘cooperative movement” are of such more recent origin.
superative Identity Statement (ICIS) defines cooperative as ‘A coop-
IV I8 an nutonomous association of persons united voluntarily to meet
il buimmon goal economic, social and cultural need and aspiration through
iy-wned and democratically controlled enterprise’ and also concerned
upplication of Seven Principles. These are: i) voluntary and open
Wwiship, ii) democratic member control, iii) member’s economical
dpation, iv) autonomy and independence, v) education, training and
Wtion, vi) cooperation among cooperatives, and vii) concern for
anity." Lack of sound practice of the cooperative principles makes a
debucle in Bangladesh.

Mite %0 many turmoil and debacles politically and climatically, Bangla-
o i many great achievements to feel proud of. It is the great wonder to
B World community as well as the economists having the title ‘Bangladesh
6N, " This paradox is the asset of Bangladesh because its hard working

mmAtking people are the Key factor of its amazing economic growth.
mily Bangladesh has been promoted as the lower middle income country
Minized by World Bank and as developing country from least developed
1y promoted by United Nations. The recent debacles of cooperative
Wi along with other financial and non-financial institutions is the threat in
¥ puce of the socio-economic growth. It is also making big a question mark

the existence of cooperative movement and for DoC. This is why we
hl 10 know the Realities, Causes and Measures of Recent debacle of
peritive Societies in Bangladesh and meaningfully try to address them

otly,

A1 Background of the Study:

saperative movement of Bangladesh has passed a long time. During this

Journey, it has seen many ups and downs, success and failure history.
perative is the philosophy of development also a movement of socio
aomic betterment of its members. This movement is everywhere in the
atld. There is amazing success stories of cooperative movement in many
sintries and also has many failure instances in many areas. Bangladesh is
the exception where cooperative movement has only success. There are a
M of debacles and problems regarding cooperative movement here.

tory says that in 1875, there was a peasant revolt in the Deccan. Lack of

giicultural loan, compound interest of the loan given by lenders, high
filerest rate, and consecutive poverty of the farmers were the causes behind

e revolt. Indian Famine Commission was formed to find out the causes of
the 1evolt. As per the recommendations of the Famine Commission done in
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1901, in 1904 Cooperative credit Societies Act was formed which was
updated in 1912. In 1919 cooperative was referred as the provincial matter.
In 1942, cooperative Rules was vpromulgated. Two ties cooperative move-
ment, well known as Cumilla Model’ as adopted in 1969. In 1972, the holy
constitution of Bangladesh was adopted and cooperative was recognized as
the second sector of ownership. Cooperative was considered as the tool of
development of the country in every sector. Government development
programs and loan facilities get a new momentum by the touch of coopera-
tive in this time. During the period of 1972-75, cooperative banks were regis-
tered by the government. During the period of 1972-73, two tiered Cumilla
Model was extended in different thanas of Bangladesh. In 1973, cooperative
based milk society named Milk Vita was established by the father of our
nation Bangabandhu Sheikh Mujibur Rahman.

The Cooperative Societies Ordinance was promulgated in 1984 and in 1987,
the Cooperative Societies Rules was promulgated in support of the
Ordinance. In 1989, the Cooperative Policy was adopted by the government.
Considering the demand of the time and practicality, the updated Cooperative

und investment was done in non-productive sectors without
blity study, As a result, CS becomes bankrupt. There was scarcity of
it and competent staffs in DoC against a huge number of CS. As a
. poper monitoring could not be possible. On the other hand, the
il vested group was insidiously involved in the malpractice in the
ul €85 and DoC was not capable of preventing such incidents due ‘to
slling limitations mentioned above.

B Wis sign and symptoms of a crisis in cooperative sector and an initia-
& Wik tuken in 2008 to amend the existing Cooperative Law. Opinions were
4 liom field. But no suggestions from the field were incorporated in the
%1y wmended Act promulgated in 2013. The branch offices were banned
ght under the amended Law. The whole sector faced a great shock and
medinte consequence, debacle occurred in the cooperative sector.
‘ulive news was being published in the print and electronic Media
the financial debacles of CS and a tremendous fear erupted among the
et of the CS. A lot of individual investors having the commitment of
i Interest rate assembled in the CS offices with the pressure of returning

Societies Act was promulgated in 2001 in Bangla for the first time. This Act
was amended in 2002 and 2013. The last Cooperative Rules was published in
2004. The newly Cooperative Policy was adopted in 2012 by proper correc-
tion of the previous policy of 1989.

The Cooperative Act, Ordinance, Rules and Policy are the guiding tools for
the development of cooperative movement. Some of the CS were successful
sometimes but many other CS failed to cope with the rules and regulations.
Behind the failures which brought debacles are the factors like lack of proper
dedicated and efficient leadership, political interventions, lack of state
~ patronization.Ultimate result is that cooperative movement of Bangladesh
has not got a sound momentum and a massive debacle occurred during the
turmoil in recent times and cooperative movement has fallen in the question
of existence.

After promulgating the Cooperative Act and Rules respectively in 2001 and
2004, the professional CS were formed but a good number of Multipurpose
and Credit CS were formed for the purpose of deposit collection and loan
functions. Those CS established their branch offices in different corners of
the country. Deposit from non-members was encouraged by the provision of
law. There was restriction of providing loans to non-members. CS violated
the rules and gave loan to the non-members. There prevailed an unhealthy
competition among the CS for deposit collection and loan functions. The staff
of CS offered extremely high rate of interest for deposit to the greedy people.
A huge amount of money was deposited in the CS. Due to lack of efficiency
in financial management and sustainable investment planning, loan was
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% tme of their deposits. This tremendous pressure compelled the CS
e ment authority to shut down their branches and offices and finding no
I Wiy out, they were to flee away to save their lives. Allegations came
pat the C'S management as well as some people complained that the weak
toring system of DoC. There is also allegation that the DoC staff helped
# L8 management. for the fraudulent practices. Some even questioned the
siation processes and system of forming the pro-family CS.

L apite of this turmoil, no response came either from GoB or DoC,no
mission was formed or no effective action was taken to find out/assess
Lunses of the debacle. BCA at last, took the initiative to find out the
sen of the debacle. BCA firmly believe that this study will be a pioneer
& 0 show the light for the advancement of the cooperative movement as it
e time driven, demand driven and situation driven issue.

Imperial Committee on Cooperative in India headed by Nicolson, Duper-
and Meglann submitted a report in 1915 on cooperative movement which
gulled “the Bible of Cooperative in the subcontinent’. In this report they
led:

We regret to say that the conclusion had been forced upon that

in the majority cases primary society in India fall sort of
co-operative ideal, speaking generally even allowing for
backwardness of the population, there has been found lack of
true co-operation.
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The present research is also an attempt of searching the truth of current coop-
erative movement. Therefore, we can clearly say that the current research
initiative has found its genuine ground to define the future destination of
cooperative movement.

1.3. Definition of the Key Terms:

The major terms used in this research paper are described below:

1.3.1: Cooperative:

International Cooperative Alliance's Statement on the Cooperative Identity
defines cooperative as "an autonomous association of persons united volun-
tarily to meet their common economic, social, and cultural needs and aspira-
tions through jointly owned and democratically controlled enterprise.” On the
other hand, ILO defines cooperative as “an association of persons who have
voluntarily joined together to achieve a common end through the formation
of a democratically controlled organization, making equitable contributions
to the capital required and accepting a fair share of the risks and benefits of

5
he undertakine in w m 5 a Y Pai pate

=1

Practical experiences give us the idea that cooperative is the useful and effec-
tive tool to utilize the five capitals of economy as (1) Social capital; (2)
Economic capital; (3) Physical capital; (4) Human capital and (5) Natural
capital.

From the ideological point of view we can describe cooperative by 11 C’s as
“Cooperative Creates Courage Combining Cordiality Cancelling Conflict
Concentrating Cooperation Cohering Capital.”

1.3.2: Debacles:

A sudden and ignominious failure/ a complete failure, especially because of
bad planning and organization/ A debacle is an event or attempt that is a
complete failure. In this book debacle means the recent crisis/mishaps
occurred in the cooperative sector in Bangladesh.

1.3.3: Income Generating Activities (IGA):

Income Generating Activities (IGAs) consist of small businesses managed by
a group of people to increase their household income through livelihood
diversification- ‘income-generating activities’ will be considered those initia-
tives that affect the economic aspects of people's lives through the use of
economic tools such as credit. Other types of support affecting women's
production are considered complementary to income-generating activities.
For example, these might include child care or basic services provision and
labour-saving technologies.
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il“mmle of the Study:

L see from practical point of view that the topic of this research has got
tlve and quantitative importance as well as organizational and
ke significance. From the organizational point of view, it will be able
hmu on issues relating to the present debacle and the future situational
ntive measures. As cooperative is the socio-economic organization to
| the economie, social and cultural demand. It is the constitution recog-
| hudy corporate that can play a vital role for the socio-economic devel-

el especially poverty eradication, employment generation and social
Souty purposes, But it is a bitter truth for us that in the name of CS,some
wid vested group played negative role to cheat the simple and ill fated
il ¢lad people of our country. The root of the fraudulent practices of the
sters must be stopped. It is not only needed for the cooperators but also
W the overall development of the country because the touch of cooperative
8 sverywhere. This research study will focus on the issues that can make
perative movement more effective, fruitful and practical for the people.
Al completion of this study, we will be able to indicate the drawbacks of

SBlperative movement and mitigating those limitations and constraints which
& Wil imipart new dimension in cooperative movement.

) Little Practice of Knowing the Potentiality of DoC and addressing
~ the debacles of Cooperative movement in Bangladesh:

jserative movement in Bangladesh has already crossed moe than 100
%, This is a long time for a movement. In our country, there are a very few

stitutions or organizations having the life span of 100 years. The movement
b i pro-people and pro-development one. DoC should be a development
We organization but in practical, it has a very little initiative for its own
¢lopment. There is no future pro-active development planning for the
souperators and cooperative departmental staff. Some initiatives were taken
it those were not well organized and well thought to meet the challenges of
21st century and cope with the time bound digital Bangladesh concept.
poperative is a multi-dimensional approach. It needs many factors and
determinants to be fulfilled for a sustainable result. But in the past, DoC
Aulled o identify the potentiality and prevent the problems related to the
Looperative movement. No organized efforts or no collective force worked
i the past to make the CS and DoC pro-people. This resulted the absence of
.. worldwide tested development tool in the planning documents of GoB. CS
were the abandoned children of DoC and the abandoned child become the
~burden and as result DoC is facing the threat of its existence.

- Ihix rescarch study could be a possible way to bring into notice what could
e our priority, work plan and practices and what is to be done in reality. It
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would thus promote change in the organizational practice, and enhance better
- management and monitoring with a view to getting optimum result.

1.6: Lack of Knowledge:

It is clear from the experience that there is a definite gap between cooperators
and DoC staff. We are providing just routine services to the cooperators or
people. Traditional approaches are going on but the world has preceded much
ahead by this time. The world has passed a long distance in terms of mission,
vision, technology, information, methodology and day by day advancement
is going on. DoC is providing services that are almost obsolete though they
were very demanding some years before. The cooperators are advancing
more rapidly; they are receiving latest thought and tools. We are not trying to
make us competent for the service of the cooperators. The train of develop-
ment is going bypassing us but we are still sitting behind. This research study
will fulfill the necessary demand of knowledge and knowhow to meet the
challenges and fix proper steps to go ahead.

1.7: Limited Research:

¢

Mesenrch Questions:
this study, specific questions are raised to make the desired result. The
I questions are as follows:
il nre the Causes of the recent debacle?
ul ure the real scenario/perspective of the debacle?
il ire the measures to be taken to prevent further debacle?

Nesenrch Objectives:
wieral objective of the study was to assess the causes of the debacle and
il the measures to prevent such situation in future.
specific objectives of the study were as follows:
1 find out the role of DoC and Cooperators to prevent the debacles.
|10 mnsess the gap between the service receiver and pr9v1der. .
10 ldentify the internal and external factors affecting the cooperative
movement,

DoC in the history of its path, has not done any assessment research regarding
the debacles though it has faced so many obstacles and critical time. It was a
great challenge for us to collect data from four corners: Mgt.
staff,depositors,Loan receiver and DoC staff. *Recent Debacle of Cooperative
Societies in Bangladesh: Realities, Causes and Measures’ is a unique initia-
tive for DoC or BCA. This study wouldplay a vital role for bridging the gap
between the Cooperators and DoC.

Moreover, there are a few articles available online and very little number of
books covering “Recent Debacle of Cooperative Societies in Bangladesh:
Realities, Causes and Measures’. The research is narrowed down to specific
sub-sector for “cooperative movement’ and the findings become scarcer. It is
an indication that the area in that specific context was not explored much. The
research thus carries two significant promises: one from the organizational
perspective and the other from the academic perspective.

1.8: Problem Statement:

Recent Debacle of Cooperative Societies in Bangladesh: Realities, Causes
and Measures
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Bthesis 18 usually considered as the principal instrument in any researc?h
. A hypothesis is a tentative answer to a research problem, c?xpl'essed in
It of a clearly stated relation between the dependent and mfiependem
fubles. Hypothesis is a formal question that the researcher intends to
v, However, the core research hypothesis of this study was that Co?p-
s should be prepared for building true cooperatives. The following
Jilie research hypothesis was considered for this study:

Ihe higher will be the gap between the Cooperators and DoC staff, the
* higher will be the debacles. . (o3 :
i) Proper monitoring with well-designed momtormg.tools/mdlcators will
~ ke cooperative movement more effective and fruitful.

31 Scope of the Study: '
sudy covered 12 districts namely: Dhaka, Narayz.mganj, Gazipur, Chot-
m, Cumilla, Noakhali, Chandpur, Brahmanbaria, Naogaon, Bogura,
e und Khulna. Data were collected from 634 participants. of 4 catego-
The major areas covered by the study are: General information, informa-
uhout cooperative societies, information about. causes of debacles,
gpestions to protect such debacles in future etc This st}ldy also covered
e viriables like occupation, income, investment, profit, interest rate etc. It
Wil be clearly meantioned here that due to practical reasons we had to
lect necessary data from three districts out of assigned area.
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1.13: Importance of the Study:

Sound financial management will produce a sound cooperative society which
will make a sound socio-economic environment. We are now in the era of
Digital Bangladesh. A happy, prosperous and developed Bangladesh is the
main goal of Digital Bangladesh where human resource development is
getting topmost priority. Our dream is a Bangladesh which will be free from
corruption and malpractices. By 2021, we must stop any future debacle in
cooperative sector as well as in the whole financial sector in Bangladesh to
ensure a sound financial environment to make our country Digital Bangla-
desh. We have no alternative to success, we ought to remember this always.
On the other hand, besides knowing the causes of debacles, it is expected that
the study would investigate the problems and potentialities. It is also hoped
that the study would be able to identify the factors influencing the activities
of the CS. Finally, the outcomes of the study would be helpful to the policy
planners for designing and organizing adequate and proper measures for
preventing futher debacles. We can summarize the importance as follows-

14 Chapter Summary:

rhapter demonstrates and depicts a clear context for the research by
lishing the background of the study and rationale of the research. It
u that Recent Debacle of Cooperative Societies in Bangladesh is a most
tening issue for our existence. Realities, Causes and Measures of the
le are the important determinants for cooperative movement. There
clear gaps among these factors and issues.

" and Cooperative movement is now crossing a critical time. This
ulion needs pro-active approach. A number of research study contexts are
lighted to show the importance of new research as well. It is also shown
there is a very limited study in this very area in our country. The chapter
i with stating the problem statement, research question, and hypothesis
fesearch objectives.

(a) to help the formulation of national policy regarding effective cooperative
functioning.

(b) to know the challenges of the 21st century and formulate measures to
meet them.

(c) to access the short and long term workplan.

(d) to make self-criticism and to find new windows for sustainable existence.

1.14: Limitation of the Study:

This research study might be limited with some constraints. The main limita-
tions are as follows-

(1) Time limitation: The study was conducted within the duration of three
months which was not enough for a national level survey.

(2) Most of the data were collected from the respondents aided by question-
naire or interview schedule through memory recall techniques, where
both errors of omission and overestimation might occur.

(3) Difficulty in communicating with the participants/respondents.

(4) Inability to fulfill the questionnaire by some of the interviewees.

(5) The study was confined mostly to the limited number of cooperators due
to some unavoidable reasons. So sample size was small. A quite bigger
sample size would impart more representative data.

(6) The respondents were selected randomly from different locations (district
and upazilla) without considering the accessibility to those locations,
which hampered the collection of data by the collectors.

28

29




Chapter-Two

Literature Review

2.1: Introduction:
Cooperative emerged as an anti-thesis of the exploitative tendency of the
capitalism. In the mid of eighteen century, a British philanthropist (textile
mill owner) Sir Robert Owen initiated a number of experiments for maki g
cooperatives as an instrument of equitable economic order, but ng
succeeded. In era of industrial revolution Rochdale Pioneers in Europe
~ started cooperative successfully. They were the creator of the cooperatives
and the cooperative law (principles). Since that they are making the coopera-
tive policy and enact regulation with the provocation of government agencies,
But on the contrary in most of the developing countries, the government

In the colonial era, co-operatives were captured and used as instruments of
government, rather than as independent enterprises used to reduce poverty.
During Pak régime and that after post-liberation, since decades-long state-

A Cooperative Identity Statement (ICIS) defined as “A co-operative is an

somous association of persons united voluptax:nly to mcett1 thrllilcc_):)r‘lyrrr:gg
| seonomice, social and cultural neefi a‘rzd aspiration throug dJOlithya e
democratically controlled enterprise”; and also concerne :lvl bcrsﬁ?p 5
i 0l Seven Principles. These are: i) volur’ltary and ‘ozian ;111% i ,iv)
Mocratic member control, iii) memb;rs economic dp‘ f(c): np;l atior; 2
glonomy and independence, v) educ.:?tlon, training an 1r11it

wiperation among cooperatives, and vii) concern for community.

Figure-02: Values of cooperatives

ricultural experiments, b
-1at did not achieve the potential in that sector. Recently co-operative
sporadically emerged and precariously ameliorating but not countable.

controlled co-operatives engaged in all sort of ag i

Cooperative societies round the world are in a state of flux, Everywhere
cooperative societies are to face one or more crises like crisis of ideology,
crisis of capital, crisis of credibility, and crisis of management. The recent
debacle raised in the cooperative sector in Bangladesh is the result of the
overall scenario of the world perspective.

2.2: Statement of the Issue:

Crisis in cooperative movement is the result of unethical practice and the
matter of multidimensional causes. The statement is true to the full extent.
Recent debacle in cooperative sector in Bangladesh is the reflection of the
world scenario also. The problem is depicted if we throw light on the coop-
erative movement itself,

According to the classical definition of cooperative, the etymology of the word
“Cooperative” derived from a Latin work ‘COOPERARI’ where ‘co’ means
‘with’ and ‘operari’ means ‘to work’. Thus the word “COOPERARI” means
“working together.” Acronym of the word “COOPERATIVE,” defined as “C”
for Coordination, “O” for Objectives, “O” for Operational, “P” for Participa-
tion, “E” for Enthusiasm, “R” for Rationale, “A” for Accountability, “T” for
Transparency, “I” for Integrity, “V* for Values, and “E” for Extending; which
are conglomerated with cooperative governance as ethical force. Absence of
governance in cooperative societies resulted the debacle worldwide.
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The cooperative principles embedded with cooFterativeui\;;luzzhig afirt;Ct:fé

“help, self-responsibility, democracy, equality, equity, dar
;:ylt'm;fig of ethicg.l values: honesty, openness, soc1.al respon51bglty,etal?a(}
caring for others. (Good Govemancq: An Imperative Key to Perp
Success in Cooperative — by Shamsuddin Ahamed).

(‘ooperative is a socio-economic organizatigil.llt is an autc:;grr::)ontiiscasss::iﬁ-
i ily to meet their common » social,
tlon of persons united voluntari th | e
irations through jointly owned and de :
and cultural needs and aspirations e
i i d moral values decline, intra
controlled enterprise. When ethical an ALt
i i affect the movement, debacle \
vonflicts arise and external factors _ I g
i i i tine subject to be nourished,
financial management is a daily rou _ : _
sound financial management, there prqvaﬂs anc;tmalt;f: l?nl.u‘((li eiel‘a)?c}ien; c'tlI:
i erts
‘esult there. According to the cooperative experts, ‘ : : :
'bi:iet break the backbone of the cooperative societies. It is depicted nicely in

the picture below:
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The burning example about cooperative debacle in the world history is the
incident of Consumers Cooperative of Berkeley (CCB), Consumers Coopera-
tive Society of Palo Alto (CCSPA), and Associated cooperatives (AC) have a
long history of success and effective consumer-oriented merchandising
activities over a span of more than 50 years. Their successful operations
became examples to others- both in the United States and abroad- of how
consumers could organize and operate their own business enterprises. The

Disngreement among the board members gave rise tq other internal strife.
Members left the cooperative one after another, and u{uty and parmony were
disrupted. Discord within the board seems to have had its roots in the political
vlimate of the Berkeley community. More effort shou.ld have been made on
the part of the co-op to create a system capable of evading S}lCh strong clashes
wnd conflicts. It is interesting to note that, among the contrlbutors,_ those that
lield executive positions stress that the major problerr}s' apphed to the
management, while the others point out the issue of p'artlmpanon of co-op
members. While the management side was busy makmg efforts to reduce
tosts, members began to sense that they were be.mg ignored. A common
merging point was difficult to find. Thus, the two sides gradually developed
Into opposing forces. ( Source: what.happened.to.the.berkeley.co-op).

A study about the problems of cooperative societies in Bangladesh (15 May,
2013) shows us some reasons for the unsound condition of the cooperatorg, It
van show us some picture about the causes of the recent debacle. According

to the study:

volume of sales that was developed provided a very si gnificant portion of the
purchasing power that was consolidated nationally under Universal Coopera-
tives and under the CO-OP label. However, during the 1980s operating losses
led to the closing and sale of some of the stores, both to try to stop operating
losses and to gain the cash flow that came from the liquidation of inventories
and capital investments. Unfortunately, these efforts were unsuccessful in
stopping the losses. Ultimately, CCB filed for reorganization under the bank-
ruptcy code and closed the last of its stores, CCSPA sold all but one of its
stores to pay its debts. And AC liquidated its inventories and sold its real
estate, shrinking activities to one employee who supervised investments in
other wholesalers who had become agents for handling co-op products.

The internal condition of the Berkeley Co-op described by the contributors

shows us that the situation was much more serious than had been imagined.
Strong antagonism divided the board members into two opposing parties.
This strongly influenced the management which brought about instability
among the general managers and the arbitrary execution of decisions.

Democracy was stretched to an almost absurd degree, which lead to the
eventual nullification of democracy altogether. Staff members were confused
and became apathetic to the policies of the board and the management. Co-op
members were kept uninformed of policies concerning the expansion of the
organization, opening of new stores, merchandise policies, and other C0-0p
perations. Many of the contributors point out that co-op principles were not
implemented.
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* The members joining the co-operative society are poor. For that reason
the scope of raising adequate capital is very limited. . .

* The credit societies often grant loans without proper verification and
as such there exists the danger of excessive bad debts. ok

* A majority of the people joining the co-operative are poor and 1111t'er—
ate. As such it becomes a problem to manage the un.dertgkmg
efficiently and most of them are reluctant to mode.mize their gnlts.

* As the co-operative organization is usually small, it cannot enjoy the
economies of large scale of production. As a result they c.jmnot
compete with the large-scale units as regards costs apd sales price.

* As co-operative society cannot offer higher salary, it cannot attraf:t
skilled, experienced employee and lack of skilled personnel results in
low productivity. - < s

* Co-operatives also suffer from the internal intrigues and bickering
among their members. It has been often seen that once the first wave
of enthusiasm about the ideals of co-operation is dampened faction
develops among the members.

* Most of the members are illiterate in our country and they are not

aware of the rules and regulations of such an enterprise. So they
cannot derive much benefit out of it.

Moreover, owing to the weak financial standing most of the co-operatlyes
cannot afford to procure a convenient location and bring modern expensive

machines. v
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The cooperative movement has the inner potentiality for sound operation.
The citing example in this regard can be the financial crisis characterized by

the massive public bail-out of private, investor-owned banks worldwide has

underlined the virtues of a customer-owned cooperative banking system.
Cooperative banks in the form of credit unions, building societies and coop-
erative banks, by focusing primarily on the needs of their members, have
displayed prudence and avoided the excessive risk-taking that plagued many
large global financial institutions. As cooperative banks continue to operate
and provide loans to their clients and enjoy the trust and confidence of their
members and depositors, they play an even more critical role as consumers
and businesses face a credit crunch. There are some 49,000 credit unions
serving 177 million members in 96 countries, under the umbrella of the
World Council of Credit Unions that continue to operate despite the current
financial crisis. Even the larger cooperative banks, such as Rabobank which
is the largest agricultural bank in the world, continue to demonstrate the value
of the cooperative banking model. (Source: more.background.info).

A survey study titled as “Corporate Credit Unions in Crisis’ shows us some of

_ the reasons behind the debacle of the cooperative movement. According to.

the study: The financial crisis hit hardest those institutions who invested in
higher-risk securities. According to Standard & Poor’s (S&P), “the credit
crisis has had only minimal impact on corporates that have stuck closest to
the original model, taken very little incremental risk exposure to securities
write-downs, and husbanded their franchise. However, several other rated
corporates have heightened risk profiles arising from their holdings of more
at-risk securities, specifically 2005-2007 vintage subprime, Alt-A, and home
equity-backed structured securities.”

There prevails some fraudulent cases in Kenyan Cooperative sectors. A report
in this regard states that : Fraud is a global problem affecting the society as a
whole. It cuts across all walks of life. No person or organization is immune to
fraud. Fraud has been in existence from long time. It is a complex problem
since the perpetrators will always try not to leave any trail. Fraud affecting
organizations through loss of funds which can lead to low amount of funds
available for business, can lead to loss of customer confidence and time
wasted through investigations. According to Association of Certified Fraud
Examiners (ACFE) (2012), annual fraud survey report, typical organization
loses 5 % of its revenue to fraud each year. According to Kroll (2013), 70 %
of companies reported suffering from at least one type of fraud. This was up
from the previous 61% in the year 2012. It is therefore, imperative that
organizations should try to minimize the chances of fraud occurring. This can
be done through developing anti fraud policies, proper internal controls and
good governance among others.
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Fraud in Kenya has been on the rise in the past. According to Price Water-
liouse Coopers (PWC), annual crime report of 2014 in Kenya, 52% of one in
{wo responded having experienced fraud in the last two years. It has affected
most industries. However, financial institutions have been the hardest hit.
Pinancial institutions in Kenya include; Commercial Banks, Micro Finance
[nstitutions and Savings & Credit Cooperative Societies (Deposit taking
SACCOs). Cuevas & Fisher (2006) states that Sacco’s fall under Financial
Intermediaries. These institutions are member owned whose core business is
(o mobilize saving and enable members to access cheap loans easily. They
hive not been left behind by the fraud which has hit the corporate world.

Around December 2012, the Business Daily reported massive fraud at
Hurambee SACCO Ltd. Other Instances of fraud have been reported at
LInited Nations (UN) SACCO, Chai SACCO and Ufundi Sacco. (Source:
THE EFFECT OF FRAUD ON FINANCIAL PERFORMANCE OF
DEPOSIT TAKING SAVINGS AND CREDIT CO-OPERATIVE SOCIE-
I'1ES IN KENYA)

foo Legit to Quit?: Banks vs. Credit Unions after the Financial Crisis throw
somme light about the causes of the debacle. It says the cooperative system has
the potentiality to stand during the crisis if there prevails proper cooperative
functioning.

We found another burning example of cooperative fraudulence in Thailand.
A prominent cooperative society in Thailand is Klongchan Credit Union
Cooperative limited (KCUC). It was established in 4th December, 1983 with
22 members and 1200 baht. In 1987, the total asset of this CS becomes as |
crore 50 lac bath. In 2008, KCUC celebrated its silver jubilee. During the
year 2009-2012, the then chairman of KCUC, Mr. Supachai Srisupa-aksorn
In collaboration with the principal of the temple Wat Dhammakaya Mr. Phra
Dhammachayo defalcated the sum of 684.78 million baht valued as 3,381
crore and 90 lac BDT. Mr. Supachai Srisupa-aksorn was given 16 years jail
sentence. (Source:https://www.bangkokpost.com/learning/learning-news/74
U184/phra-dhammachayo-faces-theft-money-laundering-charges)

We found some information from a writeup produced before the standing
committee of the National Assembly of Bangladesh by the Registrar and the
Director General of the Department of Cooperatives, Bangladesh regarding
the issue of the 266 CS stopped functioning during the debacle period.

Table-01: The list of the CS of the study

‘ 8l N | Category Total CS Accused CS

| Multipurpose CS 14,250 221

I ! Credit and Savings CS 14,861 24 i TR
& | | Others 58,107 21 e

[ | Total 87,218 266

(Source: DoC information)
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According to the statement of accounts shown in the audit notes of the respective
cooperative societies describes that among the 266 CS, 76 CS invested more money in
the field than they received as deposits from the depositors. Other 190 CS invested
less than their deposit collection. The following table shows us the pen picture.

Table-02: Number of the CS and their deposit collection and investment

Number of CS | Collected Invested money in Surplus/Deficit of
invested more money | deposit/capital different sectors investment

than their deposit

collection

76 473,58,81,117/- 637,76,07,098/- 164,17,25,981/- (+)

Number of CS
invested less money
than their deposit

collection
190 3665,95,50,808/- 2014,07,04,335/- 1651,88,46,473/-(-)
Total= 266 4139,54,31,925/- 2651,83,11,433/- 1487,71,20,492/-

(Source: DoC information)

(1) The exact figure of the defalcated money by the accused CS could not be
determined accurately due to some specific reasons.

(2) CS authority invested money in purchasing Land/Flat/Office spaces/Shops
which were shown to be purchased in a higher value than the exact value
and there was corruption/irregularities.

(3) The assets were purchased in the name of the individual, not in the name of
the CS. It is now impossible to return the deposit holders their money back
by selling the assets.

(4) There is no registers of the clients of micro credit disbursed by the CS and
the clients did not repay the loan after debacle.

(5) The CS authorities offered higher profit rate and they paid back the

promised profit in the beginning. After some time they did not continue to

pay the profit as they could not invest the deposit in a profitable sector. As

a result, they stopped giving the profit to the depositors and ultimately,

they fled away shutting the CS.

Transparency International, Bangladesh conducted a research study titled as
*Cooperatives Management: Challenges and Way out for Remedies’ in 2014. They
drew the conclusion that there is clear negligence of DoC and the CS suffered from a
lot anomaly having inefficiency, corruption and mismanagement etc. In their study,
they showed the following reasons of the debacles:
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(1) Sudden declaration of shutting the branches of the CS in the amendments of
CS Law in 2013 made a panic among the members of the CS and the
depositors wanted to withdraw their deposits at a time and debacles
started.

(2) The CS were not operated as per the provisions of cooperative law, rules and
bye laws by the authorities and the CS were the institutions of corriiption
and anomalies for some of the touts in the CS.

(3) There were clear gaps between the DoC officials and the CS authorities.

(4) Monitoring and supervision from DoC was not proper and functioning.

(5) Auditing system is faulty and the audit reports generally bear no defalcation
information.

(6) There is lack of skill and efficiency in investment and management.

(7) Higher rate of interest in deposit and investment made the vicious cycle of
debacle.

(8) Using the assets and capital of CS in personal interest was also responsible
for this plight.

(9) CS were used as the medium of tax evasion and investment of black money

as well.
(10) The CS authority took the advantage of the weaknesses of cooperative law
and rules.

We will not measure the success of the Movement by the number of coop-
erative societies formed, but by the moral condition of the cooperators.” says
Mahatma Gandhi in 1917. In Bangladesh, we have near about I, 75,000
co-operative societies among which maximum (with some examples of
glorious success) are inactive. We have had a very unpleasant experience with
wome of the fraudulent CS which had made abyss of sorrows and plagues, not
only for the Department of Co-operatives but also for the all-round develop-
ment of the Co-operative movement of our country.

2.3: Research Gap:

Research gap is the identification of opportunities that are yet to be explored
in a research study. The phrase 'research gap' can be linked to a systematic
review or critical review or mapping review/scope in order to find the
gap/opportunity. (Hussein, 2014).

Adnan Ameen Bakather,(Auditor & Consultant; 2014) says that research gap
is the difference between what is existing (knowledge = theories, assump-
fions, practices) and what is required/targeted (or what should be done).
Research gap is critical to determine need and necessity of conducting a
research. Generally, a research gap can be extension or challenge of the
¢xisting variable, theories and assumptions ... etc.
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Debacle in cooperative sector is a matter of concern not only for Bangladesh
but also for a other countries from developed to developing ones. Lack of
ethical practices and absence of proper financial management in the coopera-
tive societies create the debacle both in management and financial sector. In
the past cooperative sector has faced many crises but no proper initiatives
were taken. It is the irony of fate that there are very little studies in respect of

debacle in cooperatives in Bangladesh. The authors observed that study
related to debacle of cooperative in Bangladesh is very rare, little or not

focused at all. While searching in websites with the key word “Debacles of
cooperative in Bangladesh’, there was no result found matching the search
while we got some cooperative crisis related articles/papers which do not
cover the problem statement.

2.4: The conceptual Model:

A conceptual model is a model made of the composition of concepts, which
are used to help people know, understand, or simulate a subject the model
represents. (https://en.wikipedia.org/wiki/Conceptual _model).

- Conceptual modeting is the activity of formally describing some aspects of

the physical and social world around us for the purposes of understanding
and communication."A coneeptual model's primary objective is to convey the
fundamental principles and basic functionality of the system in which it
represents. Also, a conceptual model must be developed in such a way as to
provide an easily understood system interpretation for the models users. A
conceptual model, when implemented properly, should satisfy four funda-
mental objectives as follows:

(1) Enhance an individual's understanding of the representative system.

(2) Facilitate efficient conveyance of system details among stakeholders.

(3) Provide a point of reference for system designers to extract system speci
fications.

(4) Document the system for future reference and provide a means for
collaboration.

The conceptual model plays an important role in the overall system develop-
ment life cycle. (https://en.wikipedia.org/wiki/Conceptual_model).

A model preventing the debacles in cooperative sector is pictured by the
expert to make a safeguard.
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Figure-04: Cycle of cooperative institutionalization
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1.4: Findings of the review: »

Weviewing the literatures in this chapter, the following generalizations could
Jw stated in regulation to the present study: .

I} There are some specific reasons for the debacles occurred in cooperative

gector in Bangladw =

(2) Cooperative sector shows its strength and potent

jality against the’
economic recession worldwide. . _

(1) Debacle in cooperative sector is a multidimensional issue
managed/handled carefully with holistic approach. .

(4) Unethical practices in cooperative societies might cause disaster accord-

and it should be

ingly in cooperative movement. .
(%) The causes and realities should be found out and remedies/measures

should be adopted.

2.6: Chapter Summary: .
Ihe chapter presents an extensive review about the debacle '%n cooperative
wector worldwide that shows there is a research gap in the. 1ssue.s. Before
unfolding the research gap, the chapter also makes a logical discussion o.n the
literature of the related matter, impact and implications. It also makes evident
(hat the measures taken after finding the causes is a critical factor for coop
movement success. The chapter ends with description of the conceptual

{famework that shows in a lucid way how coop activities be accomplished

with grand success.




Chapter-Three:
Research Methodology

3.1: Introduction:

This section comprises some basic discussions on related terms, methods and
approaches for research. Then the discussion follows on the chosen
approach, methodology and explaining the research design. It then justifies
research study, illustrates sampling, questionnaire development, data collec-
tion process, data analysis and validity of the data.

3.2: Research:

Research comprises "creative work undertaken on a systematic basis in order
to increase the stock of knowledge. (wikipedia). The word research is derived
from the Middle French "recherche", which means "to go about seeking", the
term itself being derived from the Old Frenchterm "recerchier" a compound
word from "re-" + "cerchier", or "sercher", meaning 'search'. (Merriam

..... n [Dees - - X
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Research is a logical, step-by-step and organized approach that identifies
problem through rigorous methods, data collection and coming to a conclu-
sion by analysing them(Sekaran, 2006). It is neither based on experience nor

on intuition. It can only be done through a purposeful and rigorous process.

3.3: Research Approaches:

The building blocks of the approach are divided into two ways: Induction and
deduction. Deduction is said to be the process by which a researcher arrives
at a conclusion with a top down approach through logical generalization of a
known fact. (Sekaran 2006). Its reasoning is narrower and concentrates on
confirming or testing the hypothesis. Whereas, induction is more open-ended
and exploratory where the researcher observes a certain phenomenon and
upon that specific observation comes to broader generalization. It is alos
referred to as a bottom-up approach where it statrs with specific observation
and ends up with general conclusion. (Trochim 2001).

3.4: Research Methodology: :

Research methodology is the set of techniques used to pursue certain research
questions. It helps to answer the questions using a planned and systematic
technique for collecting data, analysis and come to a finding to end up with
(Flick 2011), The methods are divided into two major types: qualitative and
quantitative. The table below shows the difference between these two types
of research:
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‘Tuble-3: Differences between qualitative and quantitative Research (Creswell ;
Flick 2011; Sekaran 2006)

Qualitative Research Quantitative Research
Iheory As an end point to be observed As a starting point to be tested
(‘use selection Purposive according to the | Oriented . on statistical
theoretical fruitfulness of the case | representatively. Ideally —random
sampling
Data collection Open ended question Instrument based questions
Analysis of data | Interpretive Statistical
(ieneralization In the theoretical sense In a statistical sense to the
population
Research Case study, Archival Analysis, | Laboratory Expell'iment, Fie}d
Methods History, Action Research, | Experiment, ~Archival Analysis,
Grounded  Theory, Content | Forecasting  Future Research,
| Analysis Simulation Survey
- {

Despite the differences, the approaches have some points in common. ln.b‘o‘tl:
approaches, the researcher has to work systemaFlcaII.y by using empirica
methods aiming at generalizing the findings to s-ltuatlon and persons other
than the participants in the study. There are also different types of methodol-

oy for each of them.

1.5: Selecting the methodology for the research:

The general objective of the study was to assess th'e causes of the debacle z}nd
finding out the measures to prevent such situation in future. The specific
objectives of the study were to find out the role of DoC anq Coopefators to
prévent the debacles to assess the gap between the service Teceiver and
provider and to identify the internal and external factors 'affectl.ng the coop-
erative movement. Therefore, it could be taken with the inductive approach
that would help to make an exploratory study. ‘

The logical sequence of the research design is given bellow. It he':l‘ps us to
visualize how the ultimate conclusion is connected through the empirical data

{0 the initial research question (Yin, 2003)
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Research Methodology

Qualitative Research

Figure-05: Research Design
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1.6 Research Design:

A rescarch design may be defined as the ‘blue print’ that enables the
jescnrcher to come up with solution to the problems and guides him or her in
fhe various stages of the research. (Ray and Mondal, 1999). The widely used
ihiee research designs are: (1) exploratory; (2) descriptive and (3) experimental.
{reswell (2013) views that the research design is a plan that ranges from
Iroud assumption to the detailed methods of collecting data. It also acts as a
control mechanism of the whole research process (Flick 2011). The selection
of the research process essentially depends on the nature of the problem and
how it is approached.

In this study, the exploratory and descriptive design was followed. This
design concentrates on in-depth analysis of data and follows probabilistic
wumpling techniques. It is also a well thought instrument for collection of data.

1.7: Rationale and Sampling of the Interview:

Sampling is one of the most important and popular techniques used by
rescarchers to select sample from the population. Kothari viewed a sampling
design is a definite plan for obtaining a sample from a given population. It

v

(1) What are the Causes of the recent debacle?

(2) What are the real scenario/perspective of
the debacle?

(3) What are the measures to be taken to
prevent further debacle?

!

Model for the Cycle of
cooperative institutionalization
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]

jelers to the techniques or the procedure, the researcher would adopt m
selecting items for the sample. (Kothari,1985:78).

for the study, geographical location covered from 4 Divisions and 12
Districts. 497 interviewees were addressed adding six Cooperators’ opinions
und Audit Report Review.

The major areas covered by the study are: General information, information
ubout cooperative societies, information about causes of debacles, sugges-
fions to prevent debacles in future etc. This study also covered some variables
member of MC, Chairman, Vice Chairman, Secretary etc.

Two Stages Stratified Sampling Procedure was followed. Population and
Sumple Size of the Study was as follows-

|. Population 266 (Cooperative Society)
2. Sample Size 49 (Cooperative Society)
3. Sample Size is 18.42 % PoP.

4. Interviewee-497

Purposive sampling in this case is considered to be helpful to get the mean-
ingful data. A good balance of Category and area were tried to maintain
whole selecting the sampling. 18.42% of total 266 disputed CS is 49 and all
{hese 49 CS having respondents were addressed. It is noted that due to some
practical reason respondents of new areas were to taken for this
study.Questionnaire distribution among the respondents are given in the next

page




Table-04: Sample taken from different categories of CS among the
selected districts and DoC official.

SN District cs Q-1 Q-2 Q-3 Q-3 Total
(MC) (depositors) | (Audit JR DCO uco
Report)

1 Dhaka 15 75 75 15 1 1 2 169
2' N Gonj 5 25 25 5 0 1 1 57
3 Gazipur 3 15 15 3 0 1 1 38
4 Chattagram | 6 30 30 6 i 1 2 70
5 Cumilla 12 60 60 12 0 1 2 135
6 Noakhali 4 20 20 4 0 1 2 47
7 Chandpur | 2 10 10 2 0 1 1 24
8 B-Baria 2 10 10 2 0 1 1 24
9 Rajshahi 2 10 10 2 1 1 1 25
10 Khulna 4 20 20 4 1 1 2 48
Total 55 275 275 55 4 10 15 634

3.8: Questionnaire Development:
4 categories of questions asked (Annexure-2) to the interviewees were developed

primary and secondary data. After collection of data, they were tabulated and
nlculated. Descriptive statistics is used to interpret the data. Outcomes or
findings of the study are presented in the report in textual, tabular and graphi-
onl forms. As each interviewee was allowed to choose more than one option
for a particular question, each affirmative response to sample size was evalu-
uted separately to get a wider insight. )
The guidelines of Miles, Huberman and Saldaria (2014) are followed for
analysing qualitative data of the study. The patern follows categorization,
formation, data display and frequency analysis. This study follows their
guideline by-

. Categorize data following conceptual framework.

- Arranging the individual transcript data into a table.

- Displaying data according to frequency.

3.11: Validity and Reliability of Data:
The validity and reliabilty of the data set are assured by:

tollowing the conceptual framework. Those were designed to address the
responfient as (a) Initiating member, managing committee member; (b)
Depositor in Cooperative Societies; (c) Cooperative officers; (d) Data of
Cooperative Society Based on Audit Report to understand the situation and
analyze d(.esired findings. The questionnaire bears 3/4 consecutive sections.
The questionnaire acted as a guideline for the researcher to get the relevant
answers needed for the research.

3.9: Data Collection and Conducting Interviews:

The data collected were classified into two categories as Primary Data and
S&?condary Data. Primary Data were collected by interviewing and discussing
with the respondents and Secondary Data were collected from different
reports. For collecting the data. a structured interview schedule was devel-
oped with balanced combination of both closed and open-ended questions.
The respondents were allowed to choose more than one options as their
response to a particular question. Moreover, they had the opportunity to make
any additional comments on a particular issue.

The d?ta collectors of different CZIs and Districts were brought at BCA and
an orientation training programs was organized for collecting data from
respondents. Group discussion was done with the members of the CS. The
data were collected in the month of March, 2018.

3.10: Data Processing and Presentation:
The study is qualitative in nature but quantitative in form that is based on
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Collecting the data by the collectors directly interviewing the respondents.
Supervising and monitoring the data collection process by the senior mem
bers of BCA and research team members.

3.12: Implementation of the Study

BCA conducted this research study with the help of responsible persons of
BCA, DoC and CZIs. Mr. Abul Hossain, the Vice Principal and Joint Regis-
trar was the Reserach Director of this study. Mohammad Shafiqul Islam, DR,
BCA was an important Researcher to conduct the secretarial activities. Mr.
Haridas Thakur, Principal (Deputy Registrar) of CZI Narsingdhi, Mr.
Mashiur Rahman, Principal (Deputy Registrar) of CZI Khulna, Mr. Ziaul
Hoque, Principal (Deputy Registrar) of CZI Kushtia, and Mr. Mohammad
Dulal Miah, Principal (Deputy Registrar) of CZI Moulavibazar were other
team members. Instructors of different CZIs and Instructors of respective
district co-operative offices worked as the data collectors. During data collec-
tion stage, monitoring officers were appointed to monitor the data collection
processes. The monitoring officers also conducted group discussion in their

assigned locations.

3.13: Chapter Summary:

This chapter gives a comprehensive view of the selected methodology and
approach of the study. It mainly focuses on the chosen methodology of the
research and how the research design is followed. It shows that using the
inductive approach, interviewing etc. were chosen to find out the Realities,
Causes and Measures of the debacle. The questionnaire development, data
validation and analysis is also described in this chapter.
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Chapter-Four

Analysis and Discussion

4.1: Introduction:

The main feature of this research study was to assess or find out the Realities,
Causes and Measures of the 'Recent Debacle of Cooperative Societies in
Bangladesh. We got a lot of information from our survey done by our data
f:ollectors through the structured questionnaire which covered the primary
information of participants about the debacles. Those information/data were

processed and analyzed in a systematic way and we got the result as per our
hypothesis.

4.2: Analysis of the information of Questionnaire No-001:

The opinion from the different position holders in the society is very important
to draw inference on the debacles of the cooperative sector in the country.

The data and information collected from the society level has been analyzed
in the section.

4.2.02: Individual Share Capital

It was found that the financial status was not full frustrated at all. Because,
the individual share capital and savings were found not bad. The findings
indicate that the total capital of the respondents was about Tk. 53 lakh and the
savings was about Tk. 9 crore. The average share capital of the respondents
was around Tk. 27 thousand and average savings was about Tk. 4.59 lakh.
The highest share capital and savings was found respectively Tk. 5 lakh and
Tk. 1.97 crore. It means that with this financial strength, the society could not
be closed. But the relevant question is pertinently raised that why these socie-
ties were being declared as closed. The findings hint that there are some other
factors behind it.

Table-5: Individual Average Share Capital

4.2.01: Status in the Society:

It was found that there were six types of position holders of all the respondents.
These were such as general member, managing committee member, cashier,
secreta.ry, vice-chairman and chairman. The most of the respondents were
managing committee member (37%), which was followed by general
member (22%) and chairman (18%). So, the findings indicate that the study
covered all types of involved persons in the society.

Figure-6: Position of the Respondents in the Society
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(Source: Field Survey 2018)
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Share Capital Amount (TK.) Savings Amount (TK.)
Total Share Capita] (TK.) 52.,82,300 Total Savings | 8,91,41,244
(TK.)
\ E— =
| Average Share Capital per | 26,678 Average Savings | 4,59,490
| Member (TK.) per Member
(TK.)
} Highest Share Capital | 5,00,000 [ Highest '1,97.00000
(TK.) Individual
Savings (TK.)
Lowest Share Capital | 100 it Lowest 100
(TK.) Individual
Savings (TK.)

(Source: Field Survey 2018)

4.2.03: Reasons of Financial Anomaly:

The study identified a total of 18 reasons of financial anomalies of the coop-
cratives. The analysis from the below table indicates that very few of them
are related to the cooperative authority rather most of them are related to the
malfunctions of the cooperative society. For example, most of the respond-
ents (41%) mentioned ‘Default Loan’, ‘Lessening Down of Cost of the Land”
(21%) and ‘Closing of Branch Office’ (18%) were the major three causes of
financial anomalies in the cooperative society. Moreover, 12% and 11% of
the respondents opined that ‘Investment in Non-profit sector’ and ‘Returning
of Savings at a time’ were also the causes of financial abnormality in the
cooperatives. Other causes are shown in the following table.
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- 4.2.05: Responsible for Anomalies:
12. | Investment in Non-profit Sector 25 12

11. | Political Influences 10 05

Those who thought that the managing committee misappropriated the money
of the depositors; they provided the opinion specifically regarding the respon-
sible persons of the cooperative society. The following figure indicates that
64% of the respondents thought the managing committee was the responsible
specifically followed by controlling authority by 19% of the respondents.

Figure-8: Opinion on the Responsible for Anomalies

13. | Afraid of Closing of Different Financial 19 09
Institutions

14. | Absentia of Legal Framework to repay the Loan 18 09

15. | Flown away with Loan 04 02
16. | Lessening Down of Cost of the Land 43 21
17. | Closing of Branch Office 37 18
18. | Lack of Capital 2 10
19. | Don’t Know 17 08

70

(Source: Field Survey 2018; Multiple responses)
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4.2.04: Misappropriation of Money by the Managing Committee

Cheating of money by the managing committee is frequently alleged in
different reports. It is partially true which is found from the study findings.
Majority of the respondents (79%) did not agree that the managing commit-
tee cheated the money of the depositor. But rest of them (21%) agreed that the
managing committee cheated the money of the depositors. It means that the
managing committee in some of the cases has created the problems.

Managing Controlling Don’t Know
Clommittee Authority

= Number of Responses 5%

N L LI el e — .
(Source: Field Survey 2018, Multiple responses, n=42)

Table-6: Reasons of Financial Anomaly in Cooperative ) o ; — : :
= S Figure-7: Opinion on Misappropriation of Money by the Managing Committee
|
1 Returning of Savings at a time 23 11
Propaganda against the Society 16 08 %
Rate of Interest on Guaranteed Money 04 02
. | Panic among the Cooperators 11 05
. | Conflict among the Managing Committee/ 15 07
Dissonance Number of Regponses
.| Default Loan 82 41
. | Misappropriation of Money 09 04 . ; : . T T —
. | Unskilled Committee 13 06 0 20 40 60 80 100 120 140 160 180
. | Sanction of Loan without Examine 07 03 mNo = Yes
10. | Not to hold AGM 12 06 o 7
!} (Source: Field Survey 2018)
!
.
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4.2.06: Interest Rate:

It is common technique for the cooperative society by offering high interest
rate to draw the attention of the depositors to deposit. Most of the respondents
(41%) mentioned that the interest rate was 21-25% which was followed by
16-20% by 25% of the respondents. The study findings indicated that the
lowest rate of interest rate was 08% and the highest rate was 30%. Other rates
of interest were found depicted in the following table. Therefore, the deposi-
tors had joined in the society with their deposit been attracted by the interest
rates offered.

Table-7: Opinion on Interest Rate for Deposit in the Society

Raigoﬂnté:‘eﬁt_(%) : | Number of Responses | % | Lowest Highest
e A I ' | Rate | Rate
1. | 01-05 - - 08% 30%
2 06-10 16 08
i 11-15 35 17 — =
4. 16-20 .49 25
5% 21-25 82 41
6. |26-30 06 03
T Double in 5 Years 03 01
8. | Double in 7 Years 03 01
9. Don’t Know 07 04
Total 201 100

(Source: Field Survey 2018)

4.2.07: Class of the Fixed Depositors:

The findings of the study revealed that the cooperative society has been
formed not only for the poor section of people but also for the richer part of
the society. The foreign workers (39%) were the majority in number as the
depositor while 31% and 28% were found as businessman and service
holders respectively. Other three classes were also found with sharer such as
day laborer, pensioner and housewife.
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Figure-9: Classes/Professionals of Fixed Depositors in the Society
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(Source: Field Survey 2018)

4.2.08: Having TIN of the Depositor:

lhe findings mentioned that none of the depositors had shown their TIN
certificate while depositing. So, the sources of money for deposit could not
be identified. The sources of the money for deposit were open.

Table-8: Opinion on TIN taken from Depositor

SI.No. | Opinion A | Numberof Responses | %
15 Yes - T - -

2. |No 201 100
Total 201 100

(Source: Field Survey 2018)

4.2.09: Rate in Investment for the Highly Interest Rated Deposit:

It is clear that if the deposits are attracted with the high interest rate, the
investment would definitely be high. The findings indicated that the collected
money was invested with a bit of high rate of interest ranging from 10% to
45%. Majority of the respondents (36%) mentioned the interest rate was
26-30% which was followed by 21-25% by 22% of the respondents. Other
rates of interest were also found which were shown in the following table
clearly. The invested rate might have the impact on the sustainability of the
society.



Table-9: Rate in Investment for High Rated Deposits

4.2.11: Due Time Invested Money Recovery:

The majority of the respondents mentioned (88%) that the invested money

. | Rate of Interest (%) | Number of Responses | rest ;
(T ik ‘LK;” Hg:;?t did not recovery due time. It means that there was huge case of defaulters.

N 116 €% ‘ : — Figure-10: Opinion on Invested Money Recovery in Due Time

: i . g 10% 45% 3
2. | 06-10 10 05 200
3. |11-15 24 12 Iso
4. 16-20 32 16 160
5. (2125 45 2 140
6. 26-30 72 36 120
7. |3135 06 03 1(8)2
8. |36-40 02 01 60
9, 41-45 01 01 40

10. | Don’t Know 09 04 o .
Totat 201 100 -
Number of Responses %
(Source: Field Survey 2018)
® Yes ®No
\ B

4.2.10 Main Investment Heads

The collected money from the depositors were used in many purposes. The
main investment was in loan function which was mentioned by 95% of the
respondents followed by business (58%) and product loan (17%). The analy-
sis shows that investment was mainly loan based.

Table-10: Opinion on Main Heads of Investment

SLNo. | Head of Investment Number of Responses | %
1. | Loan 191 95
2. | Product Loan 34 17
3. | Productive Activities ) 18 09
4. | Business 116 58
5. |Others (Land Procure, Fixed Assets, 48 24
Agriculture Farm, Investment, Dairy Farm,
Hospital)

(Source: Field Survey 2018, multiple responses)
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(Source: Field Survey 2018)

4.2.12: Measures taken for Recovery

In case of defaulter in money recovery in the investment, some measures had
been taken. The main measure was found to communicate personally
mentioned by 44% of the respondents where circulated the notice was
mentioned by 41% of the respondents. Only 12% of the respondents
mentioned about filing the case in recovery of the invested money.

Table-11: Measures taken for Recovery the Invested Money

SI. No. | Types of Measures Number of %
Responses
1. | Circulated the Notice 73 41
2. | Personal Communication 77 44
3. | Reminder 58 33
4. Filing the Case 22 12
5. No Action Taken 13 07
6. | Don’t Know 08 05

(Source: Field Survey 2018, Multiple responses, n=177)
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4.2.13: Rate of Recovery:

The invested money recovery is considered the heart of the activity of the
society. It was found that the lowest rate of money recovery was 10% and the
highest was 90%. The following table shows that the recovery is not up to the
mark. Because the recovery rate should be 100%. But majority of the
respondents (19%) mentioned the rate was 66-70%. It means there were a
number of defaulter cases which was considered the hurdle to smooth
running of the society.

Table-12: Recovery Rate of Invested Money

1. |01-05 - 10% | 90%
2. | 06-10 05 02
3 11-15 05 02
4 162 . ¢ 03 i e
50 | 21-25 02 01
6 26-30 11 06
7. |3135 : k
8 36-40 14 07
9 41-45 15 07
10. | 46-50 18 09
11. | 51-55 14 07
12. | 56-60 17 08
13. | 61-65 13 07
14. | 66-70 38 19
15. | 71-75 09 05
16. | 76-80 18 - 09
17. | 81-85 s R
18. | 86-90 02 01
19. | Don’t Know 17 08
Total 201 100

(Source: Field Survey 2018)
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4.2.14: Investment in the Fixed Asset:

The deposited money was invested in some sectors. The st}ldy revealed that
(he investment of the taken deposit was mostly invested in the fixed asset
which was mentioned by 53% of the respondents. Rest of the respondents
(47%) mentioned that the investment was not in the fixed asset

Figure-11: Opinion on the Investment of Taken Deposit in the Fixed
Asset

350
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(Source: Field Survey 2018)

4.2.15: Prior Approval for the Investment in Fixed Asset:

It was found from the study that 97% of the respondents confirmed not to
have prior approval for the investment in the fixed asset. It means 'that the
investment decision was taken by the society. It was their own choice. The
next table has shown about the decision maker on the investment.
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Figure-12: Opinion on Prior Approval for the Investment of Taken Deposit in

4.2.17: Weakness of the Cooperative Law against Financial Abnormality:

the Fixed Asset i
As per the eye of the cooperators, the most of the respondents (63%) opined
that the existing cooperative law has weakness behind the financial abnor-
mality. Rest of the respondents (37%) mentioned that the cooperative law is
enough.
1
% Figure-13: Opinion on Weakness of the Cooperative Law behind the
Financial Abnormality
250
Number of R d ‘
e 0 200 -
| 150
0 20 40 60 80 100
*No =Yes 100
|
(Source: Field Survey 2018, n=107) * |
1.16 Approval Process of Investment R

jfhe different tiers of the cooperative society have taken the decision of the
investment. Majority of the respondents (66%) mentioned that the investment
was approved by the committee meeting. But the Chairman (23%) and the
Manager (18%) also approved the investment scheme. In last two processes
there might have some biasness in investment. Even the secretary of the
society (4%) also approved the investment.

Table-13: Opinion on Approval Process of Investment of the Society

S1.No. | Opinion Number of Responses %

1. | Approval in the Committee ' 132 66
Meeting

2. | Approved by the Chairman 47 23

3. | Approved by the Manager 37 18

4. | Approved by the Secretary 09 04

(Source: Field Survey 2018, multiple responses)
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Yes No Total

®Number of Responses  ¥%

(Source: Field Survey 2018)

4.2.18: Types of Weakness of the Cooperative Law

The respondents identified the six weaknesses of the cooperative law behind
the financial abnormality. Majority of the respondents (66%) mentioned
‘Don’t Getting the Legal Assistance in Recovery’ followed by ‘Absentia of
Specific Investment Policy’ by 52% of the respondents. 33% of the respond-
ents mentioned ‘Complexity in Cooperative Act’. Only 7% of the respond-
ents mentioned the lack of proper monitoring. It is the only weakness of
cooperative department directly.
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Table-14: Opinion on Types of Weakness of the Cooperative Law behind the
Financial Abnormality

No. | Types of Weakness i Number of Responses | %
il Dou’t Géttiné the Legal Assistance in Recovery 83 66
2 Absentia of Specific Investment Policy 66 52
3. | *Complexity in Cooperative Act 42 33
4 Lack of Proper Monitoring 16 07
5 Don’t Get Permission for Branch Office/ Closing 21 10
of Branch Office

6. | No Provision of Penalty 08 04
i Don’t Know 16 OL‘

(Source: Field Survey 2018, Multiple responses, n=126)
4.2.19: Future Preventive Measures:

The respondents identified 10 preventive measures of financial debacle of

cooperative societies in future. These are related to rate of interest, invest-
ment, monitoring, penalty, amendment of law etc. Majority of the respond-
ents (26%) mentioned ‘Reducing the Rate of Interest of Deposit” and ‘Sanc-
tion the Loan after Examine’ separately. Along with other opinions, ‘Proper
Monitoring” and ‘Regular Collection of Investment Money’ were opined by
the 21% and 20% of the respondents respectively.

Table-15: Opinion on Prevention of Financial Debacle of Cooperative
Societies in Future

Opuuon L Number of Responses | %
1: Reducing the Rate of Interest of Deposit 52 26
24 Sanction the Loan after Examine 53 26
3. Investment in Profitable Sector 33 16
4. Following the Rule of Law Strictly 29 14
5. Regular Collection of Investment Money . 40 20
6. Provision for Penalty and Its Execution 22 11
7. Giving the Power of Magistracy to Cooperative 07 03

Office

8. Proper Monitoring 42 21
9 Amendment of Cooperative Act 19 09
10. | Providing the Necessary Training 08 04

(Source: Field Survey 2018)
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4.2.20: Suggestions for Cooperative Dep aartment:

The respondents also suggested some opiniOHS on preventive fneasurie:tiiﬂ)sr
the cooperative department of financial de.bacle of .cooperativre;‘ hsoze art-
They mentioned 11 measures. These are pextinent a:’nd important. The 1131 f
ment can follow them. Most of the respond ents (29 %) stressed on Stﬁnﬁt er
ing proper monitoring and ‘Take Legal StCP‘S tOW&r(:lS IgonVlCtIEr:l e t;lneen):
Misappropriation’ by 20% of the respondets. ‘Select t e ’roper he
Sector” and ‘Compel to follow the Rules al}d Regulations’ were me

by 18% and 15% of the respondents respectively.

Table-16: Opinion on Preventive Mea sures for C(.)ol.)era.lti;e ]t)“epart-
ment of Financial Debacle of Coopp @rative Societies in Future

SL.No. | Types of Measures Number of Responses | %
i) Strengthening Proper Monitoring 59 29
2 Compel to follow the Rules and Regulatiox»S 31 15
N Increasing the Officer’s Involvement — I5 Uf)_
4. Amendment of Law i 24 l:y
5 Decentralization of Power 08 04
6. |Take Legal Steps towards Convicted IMoney 41 20
Misappropriation
7. | Taking Financial Statement Monthly 16 08
8. Select the Proper Investment Sector 36 18
9. | Increase the Power of Cooperative Office 21 10
10. | Motivating the People for Loan Recovery 13 07
11. | Provision for Penalty in Propagaxrxda in 08
Cooperative Act 17

(Source: Field Survey 2018, xxultiple responses)

4.2.21: Recommendation of Prevention «©f Current Financial Debacle:

The respondents suggested 17 recommend zations for the prever;'gogl OfC;?::;
financial debacle of cooperative societies. Some :’f therp could be ex 9
as soon as possible. Most of the respondexts (21%) oplnedéo provet'::lszct
with easy conditions by the Government zand to follow 'gle t Oope:irlnended
properly by 19% of the respondents. 16% of th‘e respondents f;;?n Fomas
to provide loan with minimum interest x-ate. Ingreasgf;non: Asiistz}ilnce’
Cooperative Office’ and ‘Increase the C-ooperative Officer’s

were mentioned by 13% of the respondents separately.
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Table-17: Recommendation to Prevent Current Financial Debacle of
Cooperative Societies

Recommendations L
1. | Follow the Cooperative Act Properly ; 38 I 19 1‘
2. | Increase Monitoring by the Cooperative Office 27 13
3 Motivating to repay the Loan 22 11
4. | Increase the Cooperative Officer’s Assistance 26 13
5. | Providing Necessary Training 14 07
6. |Provide Capital with easy Conditions by the 42 21
Government
7. | Provide Loan with Minimum Interest to the Society 32 16
8. | Renew of Registration Yearly 09 05
9. | Avoid Deposit with High Interest Rate 20 — 77107
10. | Sanction Loan after Proper Examine 25 12
I1. | Ensuring the Accountability of the Management 19 09
Committee
12. | Avoid Investment in Vulnerable Sector 24 12
13. | Amendment of Cooperative Act 12 06
14. | Provide Assistance to establish the Society Office 16 08
15. | Ensuring the Government Monitoring 12 06
16. | Increase the Trust of the Depositor 18 09
17. | Compel to Society to follow the Rules and 09 05
Regulations

(Source: Field Survey 2018, multiple responses)

4.3: Analysis of the Information of Questionnaire No-002:

The .study has taken the information from the depositors as well. They
p%'owded very important and pertinent information which have been
discussed in the section.
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4.3.01 Factors of Attractions in Fixed Deposit
The study examined the factors behind being interested in fixed deposit in the

society by the respondents. Majority of the respondents (56%) mentioned
that they had deposited by self motivation for having profit, while 52% of the
respondents opined inspiration from relatives and friends. Moreover, ‘Inspi-
ration from Known People and the Members’ was mentioned by 40% of the
respondents along with other two factors mentioned in the following figure.
It means that the decision had been taken by the depositors own and the
responsibility initially went to them as well.

Figure-14: Factors to be interested in Fixed Deposit in the Society

140
| 120 4
| 100 1 |
i \
80 -1
60 }
40
20 1
0 ‘ ‘ e \
Self Motivationfor Inspirationfrom  Informationfrom  Ingpiredfrom  Inspirationfrom
HavingProfit ~ KnownPeopleand ~ Neighbors Society Relatives and
theMembers Friends

uNumber of Responses %

(Field Survey 2018, Multiple responses, n= 216)

4.3.02: Prior Consultation with Cooperative Department for Investment:

As the majority of the depositors had invested money with their own
decision, only 1% of the respondents consulted with cooperative department
official for investment in the society. Rest 99% respondents did not have any
consultation with the cooperative department officials. The only 3 respond-
ents who took prior consultation, but interestingly only one depositor did
consultation with opinion leader. The next table has shown this clearly.
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Figure-15: Opinion on Prior Consultation with Cooperative Department
Officials for Investment in Society

Table-19: Offered Rate of Interest on Deposit in the Society

$1. No. % ‘
ety )
‘1 1. |01-05 ' : - 8% | 50%
‘ 2. | 06-10 08 3
L
1 30151 41 17
4, | 16-20 63 26
5. | 21-28 94 39
6. |26-30 21 09
Number of Responses | T |i31235 03 01
3 | 8. |36-40 01 01
| 9. 41 to above 01 01
i Totat 241 100
| wNo = Yes

(Field Survey 2018)

Table-18: Types of Official of Cooperative Department for Providing Prior
Adyvises regarding Investment in the Society

U |Opiales | - - M | B
2. | Don’t Know 02 67
Total 03 100

(Field Survey 2018, n=03)

4.3.03: Offered Rate of Interest:

To attract the attention of the depositor to the society was very important for
the managing committee. Therefore, they offered a bit of high rate of interest
on deposit so they can get more money from the depositors. The study
findings revealed that the majority of the respondent (39%) mentioned the
offered rate as within 21-25% followed by 16-20% (26% of respondents).
The lowest offered rate of interest was 8% and the highest rate was 50%
along with other slab of offered interest rates.
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(Field Survey 2018, n=03)

4.3.04: Idea about Investment by the Society:

It was found that the majority of the respondents (82%) did not have any
information where the deposited money was invested. It means the depositors
had a high range of trust upon the society since they had taken their decision
to deposit money in the society by their own.

Figure-16: Idea about Investment Sector by the Society of Deposited Money

197

hb‘-n—g
BE32s
PTG

100

80

60

40 -

20 J

0+ . —
{ Number of Responses “y
mYes mNo
(Field Survey 2018)
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4.3.05: Getting Regular Interest:

Though the majority of the respondents did not have idea about the invest-
ment of their deposit but they (79% of the respondents) got regular interest
against their deposit. Importantly 91 respondents opined that they did not get
the interest.

Table-20: Opinion on Getting Regular Profit/ Interest against Deposit

1 Getting Several Months at Early 32 21

4.3.07: Reasons of Financial Debacle:

The study searched the causes of financial debacle of the cooperative society.
The respondents identified a total of 15 causes. The majority of the respond-
ents (31%) mentioned as ‘High Rate of Interest’ followed by ‘Investment in
Risky Sector’ (23%) and ‘Not to repay the Loan’ (22%). Moreover, 19% of
the respondents thought separately that the ‘Unskilled Managing Committee’
and ‘Not to invest in Proper Sector’ were also another reasons of financial
debacle. Other reasons were related to society greediness, reluctance, conflict
among the managing committee members, un-execution of rules and regula-
tions, misappropriation etc.

Stage Figure-18: Idea about Investment Sector by the Society of Deposited
2. | Getting Regularly 118 79 Money
Total 150 100
Didn’t Get the Interest 91 . SL No. | Causes Number of %
Grand Total 241 - Ry otwes

1. Investment in Risky Sector 56 23

(Fleid Survey 2018) 2 Unskilled Managing Committee 46 19

4.3.06: Factors to deposit in Cooperatives instead of Banks: 3. | HighRate of Interest 75 31
e st |t i e #
three factors such as ‘Expectation for More Interest’ by 84% of the respond- 3. | Greediness of Society 21 09 ‘
ents followed by ‘Known Persons involved in the Society’ (16%) and ‘Ben- 6. | Lack of Capital 13 05 \
efits for the Business’ (12%). 7. | Conflict among the Committee 17 07 J
Figure-17: Factors to Deposit in Cooperatives instead of Banks by the 8. | Notto repay the Loan 4 2 |

Respondents 9. | Not to invest in Proper Sector 46 19

10. | Solo Leadership 11 05
Known Persons involyed inthe Society 11. | Not to execute the Rules and Regulations 28 12 ‘
12. | Misappropriation of Money 12 05 ‘
Expectation for More Interest 13. | More Expenditure than Income 08 03 ‘
14. | Political Influence 03 01 ‘

Benefits for the Business 15. | Pressure in Withdrawal the Deposit Money at a 02 01

a3 time by Multiple Depositors
0 50 160 1;0 :(‘m 250 16. | Don’t Know 27 11
! u% mNumber of Responses - (Field Survey 2018, multiple responses)

(Field Survey 2018, multiple responses)
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4.3.08: Responsible for Financial Debacle:

The respondents were asked about the responsible persons for the financial
debacle of the cooperative society in the country. They identified 3 options
for responsibility. Majority of the respondents (68%) mentioned that the
authority of the society was the responsible for financial debacle of the coop-
erative society followed by controlling authority by 36% of the respondents.
Therefore, it means that the managing committee would not avoid their
responsibility regarding the financial debacle situation.

Figure-19: Opinion on Responsible for Financial Debacle of the Coop-
erative Society
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(Field Survey 2018, multiple responses)

4.3.09 Reasons for Supporting the Opinion:

The respondents mentioned some reasons on their thought on responsible for
the financial debacle of the society. They identified 14 reasons which made
them to think the authority of the society and controlling authority with other
causes would be the responsible for the financial debacle of the cooperative
society. Majority of the respondents (30%) opined ‘Not to recollect the
Invested Money’ and ‘Not to invest in Proper Sector’ by 27% of the respond-
ents as the prominent reasons. ‘Investment in Risky Sector’ (21%), ‘Not to
follow Cooperative Acts and Policy’ (17%) and ‘Monopoly Authority
Exercise’ (15%) were also mentioned by the respondents as reasons along
with others in the following table.
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Table-21: Reasons favoring the Opinion

SI.No. |Reasons | Numberof | %
1. | Increasing of Default Loan 33 14

2. | Dissonance in the Managing Committee 117 07

3. | Nepotism 08 03

4. | Don’t Fixed Depositing 23 10

5 Not to invest in Proper Sector 65 27

6 Unskilled Managing Committee 28 12

7. | Monopoly Authority Exercise 36 15

8 Not to follow Cooperative Acts and Policy 41 17

9 Not to recollect the Invested Money 73 30

\ 10. | Investment in Risky Sector 51 21
? 11. | Absentia of Proper Monitoring 17 07
12. " | More Expenditure than Income 07 03

13. | Providing Profit with High Rate 37 15

14. | Not to take Productive Investment Scheme 14 06

15. | Don’t Know/ Not having Opinion 32 13

(Field Survey 2018, multiple responses)

4.3.10: Prevention of Financial Debacle for the Future:

The respondents also thought about the prevention of future financial
debacles of cooperative society. The majority of the respondents (20%)
mentioned to follow the Cooperative Act properly, avoid investing in risky
sector and distribute profit with low rate by 19% of the respondents
separately as the remedies. Along with other measures, ‘Provide Training
for Managing Committee’ (14%), ‘Steps for Repay the Default Loan’ (11%)
and ‘Work based on the Opinion by all’ (10%) were mentioned by the
respondents as the preventive measures.
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Table-22: Opinion on Prevention of Financial Debacle of Cooperative
Societies in Future

Table-23: Opinion on Preventive Measures for Cooperative Department of
Financial Debacle of Cooperative Societies in Future

SL No. | Types of Opinion Numberof | %
: R R SI. No. | Types of Measures Number of | %
: esponses Responses
L. Steps for Repay the Default Loan 26 11 ik Strengthening the Monitoring 44 18
2. | Avoid to invest in Risky Sector 46 19 2. | Ensuring the Honest and Skilled Leadership 17 07
3. Proper Monitoring 14 06 3k Ensuring the Transparency and Accountability 25 10
i 4. Ensuring the Penalty for Disobedient to La 19 08
4. | Work based on the Opinion by all 24 10 % am L l
5 Distrib S Arrange AGM in Due Time 16 07
: istribute Profit with
laglne 46 19 6. Legal Steps for breaking the Society Rules and | 21 09
6. | Take Productive Schemes 10 04 Regulations
7. | Increase the Fixed Deposits 21 09 7. (reniiwiiies - B
- 8. Formulate Proper Acts and Policy 47 20
8. | Follow the Cooperative Act Properly 49 20 = i i i
2 Function according to the Policy 38 16
9. | Lessening Down the Administrative Cost 06 02 10. | Stop to distribute more Profit 7 |30
10. | Provide Training for Managing Committee 34 14 11. | Compel to follow the Rules and Regulations to the | 23 e 4
. 5 Managing Committee
11. | Steps against the Responsible Persons 21 09 =
12. | Invest according Plan 20 08
(Field Survey 2018, multiple responses) 13. | Invest in Profitable Sector 53 22
14. | Don’t Know 15 06

4.3.11 Preventive Measures for Cooperative Department:

The respondents also provided some opinions on preventive measures to be
taken by the cooperative department as well. Among the 13 identified meas-
ures, majority of the respondents (30%) opined ‘Stop to distribute more
Profit’ while ‘Formulate Proper Acts and Policy’ and ‘Strengthening the
Monitoring’ by 20% and 18% of the respondents. Along with other measures,
‘Function according to the Policy’ was mentioned by 16% of the respond-
ents. ‘Ensuring the Transparency and Accountability’ (10%) and ‘Compel to
follow the Rules and Regulations to the Managing Committee’ were also
found as the suggestive measures for the cooperative department.
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(Field Survey 2018, multiple responses)

4.3.12: Recommendations:

As the overall recommendations provided by the respondents were related to
some specific issues. These are loan recovery, monitoring, investment,
formulation of modern acts etc. related. Among these, majority of the
respondents (18%) recommended ‘Ensuring the Investment in Proper Sector’
followed by “Steps for Recovery the Loan’ (17%) and ‘Regular Inspection by
Higher Authority’ (16%). Moreover, along with other recommendations in
the following table, ‘Formulate Modern Acts’, ‘Ensuring the Transparency
and Accountability of Managing Committee’, ‘Formulate Stern Law for
Liquid Money Deposit” and ‘Stop to attract of Collecting Deposit by High
Interest Rate’ by 13% and 12% respectively and separately.
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Table-24: Recommendation to Prevent Financial Debacle of Cooperative

Societies
e ; } R Numberof | %
TRl A e L ' Responses |

1. | Steps for Recovery the Loan‘ 42 17
2. | Appoint the Cooperative Officer as Certifying Officer 27 11

to recovery the Loan
2 Formulate Stern Law for Liquid Money Deposit 28 12
4. | Regular Inspection by Higher Authority 38 16
5 Formulate Modern Acts 32 13
6. | Ensuring Modern Training 17 07
7 Steps to reopen the Closed Offices 17 07
8 Decentralization of Power 13 05
9 Stop to attract of Collecting Deposit by High Interest 28 12

Rate
10. | Ensuring the Investment in Proper Sector 43 18

1 11, _Proper Auditing for Right Information - 12 05

12. | Ensuring the Transparency and Accountability of 31 13

Managing Committee
13. | Invent in Productive Schemes 26 11
14. | Invest on the basis of Opinion of all 08 03 j

(Field Survey 2018, multiple responses)

4.4: Analysis of the information of Questionnaire no-003:
4.4.01: Responses regarding audit performance and audit done regularly:

The following figure 20 represent excellent audit performance of the societies. 77%
respondent say yes, about audit performed by his own office. On the other hand 81%
say audit done in regular basis and 100% opined that audit report submit in time. 65%
respondent opined that no irregularities were detect in the audit report that means
most of the societies were in track.

Figure 20: Information regarding audit performance

' Audit Performance of the Societies

[ mYes mNo
i 100%
T7% 81%
i 65%
i 23% 19% :
| i B mK E Ak
| Was audit Was Audit done  Wasthe audit  Was the audit Whether
performed by own on regular basis? report submitted report reviewed irregularities
office? in time? by your office?  found in audit

report?

(Source: Field 2018.Multiple responses)
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4.4.02: Types of activities the societies involved with:

The Figure 21 shows that societies were involved in'diverse ;ctivitieg It was
found that 38% societies were involved in credit opergtw_n which :vhast
followed by business activities 29%. In some cases (19%) it was found. ?
some societies were involved with various types of .functlon such as agrlr‘:ul-
tural farm, purchase and selling of land, construction of flats and hospital,

selling of goods etc.

! . .
Figure 21: Types of the activities of the society involved with?

Others (Agricultural ‘
farm, Purchase and |
selling of land,
construction of flats
and hospital, selling
of goods)
19%

5 Product loan
Production inction

activities 9%
Types of the activities society involved with

4.4.03: Information regarding office inspection, investment and training:

The following table represents that there were faulty system of office msp;c;
tion from the authority that showed that 54% respon.dc?r%@ respond?ci1 t :

inspection were not done regularly and the FesponS}bllltles lay \lxixtt \ ; 0/e
authority. In case of receiving invested money in tlrpe it was found t ba i ;
respondents replied that societies did not receive invested money bac .1t
time which implied that there were negligence from the managing commi ;
tees. Responding to the question whether the members anc{) mana.gm(g1
committee members receiving training it was learnt that 73% receive

training.
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Figure 22: Information regarding office inspection, investment and training

Information rega rding office inspection, investment and
training

HYes ®No

88%

Were the societies inspected Was invested money of the Did the officers of the
regularly by your office? societies received in time? cooperative societies receive

training?

(Seurce: Field 2018; Multiple responses)
4.4.04: Measures taken in light of the inspection report:

Ampng the responses 75% respondents replied that advice given to rectify
the 1rregulan'ties so that the society run its operation in line with the rules and
'regulatlo.n'. In few cases (17%) legal action were taken to overcome the
1negqlant1es. It was learnt that in few cases (8%) they opted for hearing
techniques from the individual society to keep the society on track.

Figure 23: Measures taken in light of the insection report ?

ight of the inspe&ion report?

| Measures taken in |
| so%

. e

| Advice givento  Legal action taken as Hearing taken
1 rectify irregularities  per inspection J
‘ rrrrrrrrrrrr report

(Source: Field 2018. Multiple responses)

4.4.05:-Reasons for not receiving training by the officers and members of the
managing committee?

The same responses were observed as reasons for not imparting training to
the members. They reply lack of quota for training (29%), there were unwill
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ingness of the authority of the societies about training (29%) and there were
lack of interest among the members to receive training (29%). Therefore the
cooperative department should arrange need based training to the members
and for the managing committee as well.

Figure 24: Reasons for not receiving training by the officers and
members of the managing committee?

SINo | Reasons for not receiving training by No of Responses
the officers of the Society?

i Lack of training quota 2(29%)

2 Unwillingness of the societies’ 2(29%)
authorities

3. Lack of interest in training 2(29%)

4. No arrangements were made from the | 1(13%)

cooperative department at the
divisional level

4.4.06: Approval before opening branch/ inform your office before taking fixed

deposit/ verified by your society
[t was found that 50% of the societies took permission before opening a new
branch while some other 50% did not take permission from the controlling
authority .Which means that there were a trend to violate the rules. Therefore
clear and legible legal directives should be inbuilt in the cooperative regula-
tion. In case of collecting fixed deposit no societies took approval or inform
the controlling authority. It can be analyzed that 100% society did not inform
controlling authority while they making fixed deposit. Regarding verifying
the loan amount it was evident that 62% replied that the loan amount were not
verified by the authority which underscored the necessity of more monitoring
from the immediate controlling office regarding loan operation function by
the society.

Figure 25: Approval before opening branch/ inform your office before
taking fixed deposit/ verified by your society

SI. | Aspect to look into No. of Responses
No. Yes No
1 Did cooperative society take 13(50%) 13(50%)

approval from your office before
opening any branch of the

cooperative?

2 Did the society inform your office - 26(100%)
before taking fixed deposit?

3 Were the loan amounts of the 10(38%) 16(62%)

societies verified from your office?

(Source: Field 2018. Multiple responses)
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4.4.07:Reasons for not verifying the loan and investment of the society

It was observed that 50% respondents replied that the department were not informed
for verifying the loan and investment of the society which implied that there were not
enough monitoring from the departments. In some cases it was found verification was
flone during audit and there were lack of interest from the society as well to verify and
investment of the socity.

Figure 26: Reasons for not verifying the loan and investment of the society

Reasons for not verifying loan and investment of the
societyNos. of Response

# Nos. of Response

50%

19% 19%
E. B

4.4.08: The amount of fixed deposit collected from the Division/
District/ Upazila:

The cumulative fixed deposit was 54352, 54,630 and the average figure was
27,17, 62,731 taka which was significant in terms of number of socities.

Figure 27: The amount of fixed deposit collected from the Division/ '

District/ Upazila?
S, | Information about of fixed deposit collected Average (In
No. | from the Division/ District/ Upazila? taka)
543,52,54,630/- 27,17,62,731/-

(Source: Field 2018. Multiple responses)

4.4.09: Information regarding amount of outstanding loan receivable in
your Division/ District and Upazila?

The cumulative amount of outstanding loan of the societies was 492, 00,
56.142/- and the average figure was 20, 50, 02,714 taka which was alarming

Unwillingness of Verification done The departments/ No permission  No application
the au&u}ﬂty of duringaudit  offices have not taken for received from the
the societies beeninformed  investment of society
loan

(Source: Field 2018. Multiple responses)

Table 25: Reasons for not verifying the loan and investment of the society

SI. | Reasons for not verifying the loan and investment of | Nos. of
No. | the society Response

1. | Unwillingness of the authority of the societies 3(19%)

2. | Verification done during audit 3(19%)

3. | The departments/ offices have not been informed 8(50%)

4. | No permission taken for investment of loan 1(6%)

5. | No application received from the society 1(6%)

(Source: Field 2018. Multiple responses)
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for the societies. It might have occurred due to lack of efficient management
from the managing committee or loan plan was not based on rational
judgments and loan was provided arbitrary to the like-minded people without
meticulous examination of the loan proposal.

Table 26: Information regarding amount of outstanding loan receivable
in your Division/ District and Upazila?

SI. | Information regarding amount of loan receivable | Average (In taka)
No. | in your Division/ District/ Upazila?
492,00,56,142/- 20,50,02,714

(Source: Field 2018. Multiple responses)
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4.4.10: Information regarding total volume of fixed assets of societies in
your Division/ District and Upazila?

There was huge fixed asset creation by the societies which was 459,
25,39,163/- and the average was 25,51,41,064/- which was quite significant.
It’s a matter of success from the socities given all the limitation the societies
performed excellent performance regarding creation of fixed assets or the
responses might be fraudulent or vague. It should be clarified again to verify
the figure whether it was done properly or they manipulated the figure.

Table 27: Information regarding total volume of fixed assets of societies
in your Division/ District and Upazila?

Sl. | Information regarding total volume of fixed assets of | Average (In taka)
No. | societies in your Division/ District/ Upazila?

459,25,39,163/- 25,51,41,064/-

(Source: Field 2018. Multiple responses)

4.4.11: Were the societies run as per law, rules and regulation?

The major fault was that 85% respondents opined that societies were not
operated as per cooperative rules and regulation which implied that there
were lacks of managerial capacity or monitoring from the higher authority.

Figure 28: Were the societies run as per law, rules and regulation?

Were the societies run as per law, rules and regulation?

N Yes # No

(Source: Field 2018. Multiple responses)
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4.4.12: Information regarding taking action for not operating activities
according to cooperative law?

Responding the query that what actions were taken in case of not operative activities

by the societies as per law it was found that 32% respondent opined that notice was

served from the authority which was followed by advice given as per the audit report.

Figure 29: Information regarding taking action for not operating activities
according to cooperative law?

‘ Measure taken for not followina oooperatlvq compllance l

® No of Responses

|
I . I Blaam

Regular notice Audit was done Advice given asAdmn taken as No actionwas Monitoring  Action taken
given regularly per audit possible to enhanced  as per rule 48
report mvesmatwn take due to & 49
report case

(Source: Field 2018. Multiple responses)
4.4.13: How many inquiries/ investigations under section 49 of cooperative law

were done in your Division/ District/ Upazila?

This table showed that 99 societies were investigated as per cooperative law
and there were very few societies (only 5) that were not checked as per law.

Table 28: How many inquiries/ investigations under section 49 of
cooperative law were done in your Division/ District/ Upazila?

How many societies were investigated under section 49 of
cooperative law in your Division/ District/ Upazila?

No. of societies =99

Average =5

(Source: Field 2018. Multiple responses)
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14.4.14: Find out the causes of financial anomalies of the society

From the following figure 30 it was found that 42% identified that rate of interest was
extremely high which followed by 42% respondents that replied that investment was
made in unproductive sector which was responsible for financial anomalies in
cooperative sector in Bangladesh. Majority of the respondents(27%) replied that
there were lack of transparency and accountability and the transaction were done not
in line with regulation which cause financial debacle in the recent time in cooperative
sector. Some respondents opined that the anomalies took place in cooperative
societies due to lack of honesty and integrity from the society members. 12%
respondents identified mismanagement for this financial loss of the societies.

Figure 30: Causes of financial anomalies in the society

Reason for financial anomalies in cooperative societies

= No of Responses

Lack of honesty of the authority [ EE———— 15%
Mismanagement from the authority of the societies Temmssm—— 12%
Not recelved timely repay of loan 12%
Not foll law, rules and reg: ! 27%

4.4.16: Justification of the preferred answer:

The respondents were asked to justify their response in favor of their reply
and here the topmost majority i.e. 35% respondents deemed th?t they thogght
that attracting members with excessive profit through depOS}t were mainly
responsible for the financial loss in the cooperative organlzatlons. Some
others (27%) convicted managing committee which implied that they took
decision non-democratically without participation of the general members
whereas 31% respondents thought that the loss occurred due to investment
money in unproductive sector and this also testified the fact tl.lat the manag-
ing committee did not consider investment based on ratlona.l judgments and
they did not consider the views of the general members which also brought
out the fact that there were absence of participatory management and demo-
cratic practices in the society. Other responses such as misuse of resources
(12%), cheating of members (12%) and arbitrary running of the society
(15%) and non-compliance in running the society (15%) were also the end
result of the undemocratic practices in the society.

Lack of management/managerial capacity == 4%
Showing increased value of fixed assets/ capital T ———— 23%
Lack of accountabllity and transparency 27%
Lack of interest from the authority eEs———— 15%
Investment in unproductive sector = 35%
Rate of interest Is high 42%

(Source: Field 2018. Multiple responses)
4.4.15: Opinion about the responsibility about such abnormalities

In respond to the query that who were responsible for the debacle in the cooperative
sector 74% respondents expressed their opinion that management is responsible for
that which was followed by 11% who identified that controlling authority was
responsible for the anomalies. In another response some believed that due to coopera-
tive law (9%) and borrowers’ behaviours were also responsible for that.

Figure 31: Opinion about the responsibly about such abnormalities

1‘ Opinion about responsiblility of such anomalies |

uM Is responsible for that i C lling authority
= Cooperative law = Borrowers behaviours

(Source: Field 2018. Multiple responses)
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Figure 32: Justification of the preferred answer

Argument in favour of your answer

1 No of responses

Misuse of resources | 12%
Cheating with the members : 12%
Investment in unproductive sector 31%
- Lackof harmony between managing committee and... 12%
Non-compliance with cooperative society law 15%

The society was run arbitrarily 15% \

Financial activities were done by the managing... 21% ‘

Attract members with excessive profit through... _ 35% ‘

J

(Source:;ield 2018. Multiple responses)
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4.4.17: Recommendation for controlling of abnormalities and preventive
measures:

The following table denotes that the majority respondents (35%) wished that
the cooperative regulation should be reformed which is followed by 31%
which noted that the interest rate of deposited money should be low and 27%
responded ensuring monitoring mechanism. Another response came from the
field was that 23% respondents opined that investment should be made in
productive activities to keep the society on truck. Among all 19% respond-
ents opined that credit operation should be limited to particular society and
the same percentage underscored the need of relevant training whereas 15%
thought that strict enforcement of cooperative regulation should be ensured
for smooth operation of the society.

Figure 33: Suggested remedial measures to prevent financial in future

Suggested remedial measures to prevent financial debacle in future ‘

4.4.18: Opinion about preventive measures taken by the Cooperative
Department:

In case of preventive measure 35% of the respondents meptioned- tl'lat
suitable legal measures/regulation to guide/operation cooperative societies
should be ensured. A formidable portion of the respondents QZ?%) thought
that required training could help better functioning of the sogletxes where.as
19% opined that monitoring should be improved and delegatlog of authority
should be given to manage the society better. Some (12%) replied that there
should have restriction for making fixed deposit. A few respondents opined
that cooperative law should be amended and it is necessary to ensure regular

and timely AGM of the society.

Figure 34: Opinion about preventive measures taken by the Coopera-
tive Department

“ W No of responses

Delegation of authority to the officers  G———-—1%
Adequate training should be provided
Approval of particular society for credit operation
Strict enforcement for following cooperative law
Ensuring proper monitoring
Amendment/simplification of cooperative... 35%
Operate society as per cooperative law/rules and...
Spending money with income of the society
Appointment of staff/worker with low salary
Investment in productive sector/investment

Receiving deposits with low interest

(Source: Field 2018. Multiple responses)
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financial debadle in future

# No of responses

Provision of security fund for the depositors should... s 4%
Only particular society should be allowed to do... s 4%
Ensure annual audit of the societies
| Ensure proper monitoring of the societies
[ Taking punitive measures against the...
Ensure regular and timely AGM of the societies
Impose restriction on receiving fixed deposit
The election area of the members should be limited...
Delegation of authority to the officers
Amendment of cooperative law
Ensure proper utilization of law
Prove required/relevant training to the members
Ensure serious stand against corruption/financial...
Suitable/Appropriate legal measures/regulation...

35%

(Source: Field 2018. Multiple responses)
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4.4.19. Provide your specific recommendations to prevent such debacle in
the cooperative societies

Regarding the specific recommendation for preventing financial crisis in the
cooperative sector the highest majority i.e. 42% commented that proper
punishment should be ensured if there is any case of default in the society.
Monitoring mechanism should be ensured, has been opined by 27% of the
respondents which was followed by 23% respondents who believed that all
financial transaction should be made based on cooperative law. A few of the
respondents (4%) opined that separate department/agency should be estab-
lished to deal with financial irregularities in the cooperative department.

Table 29: Please provide your specific recommendations to prevent

such debacle in the cooperative societies.

SL. | Please provide your specific recommendations to prevent such | No of

No. | debacle in the cooperative societies responses

1 Provision of accountability and proper punishment should be 4 (15%)
ensured

2. | Ensure provision of required deposit during registration of the | 2 (8%)
society

3. | Proper enactment/enforcement of cooperative law 3 (12%)

4. | Ensure proper monitoring 7 (27%)

5. | Ensure proper punishment to the defaulters as per law 11(42%)

6. | Providing loan as per law 2 (8%)

7. | Provision of law should be made so that the society can take | 2 (8%)
fixed loan or long term credit .

8. | Creation of separate department to deal with financial | (4%)
irregularities of the societies

9. | Financial transaction should be made as per law 6 (23%)

10. | Ensure proper execution of law 1 (4%)

11. | Provision of law should be made to deal with liquidity fund 2 (8%)

12| Proper delegation of authority should be made 2 (8%)

(Source: Field 2018. Multiple responses)
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4.5: Analysis of the information of Questionnaire no-004: .

4.5.1:Information of Total Members: ‘
Table-1 shows holding of membership during registration and after stpppmg
the operation. It is quite evident that the average number at the tl.me.og
stopping operation is much higher than numbers of members at the time 1(1)

registration which implies that members have enough gonﬁdenc:e on the
society and not many members quit the society after stopping function of the

society.

Table-30: Membership Holding Pattern

At theTime of Registration At the time of stopping operation

Ave 5489 persons

Average 21.63=22 persons

~ 4.5.2: Overall scenario of share, fixed deposit, other deposits, loan

disbursed, value of the asset, interest income and expenditure of the

societies:
In the following table the overall scenario of share, dfaposit, f'n.(ed deposit,
other deposits, loan disbursed, value of the asset, 1ntere§t, income anld
expenditure and net profit of the societies have beep explained. The ta}l]) e
represents the fact comprising all deposit(i.e deposit, fixed d@posﬁ, other
deposits) are slightly higher than the investment thgt comprised of loan
disbursed, investment and value of fixed assets which means _that some
portion of money has been otherwise channelized in unproductive investment
. On the other hand the figure of cumulative share and interest collected frgm
the loan are not much encouraging but the major strength of a cogperatlve
society lies with the amount of share capital of thg men.lbers. Thls m%ght have
occur that the managing committee are interested in doing credit bu51'ness and
others. However one of the most significant scenario of the fqllowlng table
lies with income and expenditure amount which do not differ significantly.



Table 31: Latest data of share, fixed deposit, other deposits, loan disbursed, value of the
asset, interest income and expenditure of the societies (Cummulative and Average):

Share Deposit Fixed Other Loan Other Value | Interest | Reven | Revenu Net
Deposit | Deposits | Disburse | Investment of Collected ue e Profit
d s Fixed Incom | Expendi
Asset e ture

Cummulative | Cummulat | Cummula | Cummula | Cummul | Cummulati | Cumm | Cummula Cumm | Cummul | Cummul
ive tive tive ative ve ulative | tive ulative | ative ative

3099104700 | 84249290 | 94788564 | 10846786 | 6631667 | 258017835 | 689379 | 29665278 | 36265 3656765 | 1151322

88 19 46 296 0 6920 35 77880 | 750 160
Average Average Average | Average | Average | Average Averag | Average | Avera | Average | Average
e ge
64564681 17551935 | 24304760 | 32869050 | 1381597 | 73719381 | 202758 6898901'9 82422 | 8126146 | 2741243
6 0 35 . 733 225 1 2

4.5.3: Information regarding members’ capital formation and investment
Profiles (Cummulative and Average):
The following table represents very interesting information. Taking consid-

eration deposit, fixed deposit and other deposits as (borrowed) capital forma-
tion and loan disbursed, other investment and value of fixed assets as mem-
bers’ investment it was found that the cumulative figure of capital formation
is slightly higher than the investment. Lower different between capital forma-
tion and investment implies that there is hardly enough case of corruption or
misuse of resources in the society. The gap between the capital and invest-
ment can occur for multiple factor such as cash in hand, cash at bank or
resource investment in car, computer and other unproductive sectors. The
data shows that 85% of the total deposits have been invested in different
sector. It is clear violation of rule 67 of Cooperative Rules, 2004. So it is clear
that there is a little scope of defalcation here.

Table 35: Capital formation and investment pattern of the society

Capital formation and investment pattern of the society

Members’ Total Investments(in Crores Tk.) 1611

Members’ Total Capital Formation(in Crores Tk.) 1,899

4.5.4: Total number of fixed depositors and borrowers

The following table shows that the number of depositors a:nd loanes: do-not
vary much but the numbers of depositors are slighty higher which is a
positive phenomenon in cooperative organization.

Table 32: Number of depositors and loanee

Sl. No. Total Number of Fixed | Total Number of Loanee
Depositors Individuals
N=41 N=38
Total 35074 27150
Average 855 714

4.6: Chapter Summary:

This chapter describes the findings ofﬂﬁtﬁiy—by—dﬁmrpretW

graphical form. All the desired objectives coming through questionnaire is
well established in this chapter. The respondent’s response or opinions are
categorized here to see the result of the hypothesis or assumptions.



Chapter-Five

Opinions from certain renowned cooperators

5.1: Introduction:

Co-operative movement in Bangladesh is inherited from British Indian
regime. In Bangladesh, we have seen many ups and downs in the socio-

economic scenario of our history where co-operative could play a vital role if
the movement be properly addressed. Upholding co-operative movement,
improvement of the conditions of the co-operators is a must. It is said that
cooperatives are for the cooperators, by the cooperators and of the coopera-
tors. So, in the dilemma of cooperative debacles, the role and opinion of
cooperators is very important.

5.2: Rationale and background of the opinion:

According to the ICA statement cooperatives is defined as an association of
persons who have voluntarily joined together to achieve a common end
through the formation of a democratically controlled organization, making

the risks and benefits of the undertaking, in which members actively partici-
pate. Economists say that there are five types of capital available for the
development of an organization as- Economic Capital;, Human Capital;
Social Capital; Natural Capital and Physical Capital Cooperators are the hub
of using these capitals. Recent debacles in cooperative sectors are the
sub-total result of the activities of the cooperative officials from DoC and the
cooperators of different cooperatives. If cooperatives are well run by the
cooperators, there will be less or no debacles or anomalies. Cooperators are
the main/prime stakeholders of this movement and voices from them carry a
great importance.

5.3: Opinion from the competent Cooperators:

Six cooperators from different corners of cooperatives movement express
their opinions. There are some sorts of similarities in their opinions as the
problem/crisis is viewed by them as the cooperative activities. The individual
opinion coming from them is as

5.3.1: Opinion from Mr. Abdul Malek, President Sampreety Credit
Cooperative Union Ltd.:
(a) Causes of the debacle:
(1) Not strict enforcement of law and rules to run the CS systematically.
(2) Not adequate training for Coop management and financial management
for cooperators.

(3) Only 3/4 persons areinvolved in coop management and other members
are in the dark side.
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(4) Statutory functions of CS are neglected. =)

(5) Sudden shutting down of branches by the provision of the amendment of
coop law in 2013 is responsible for the debacle.

(6) Deviation in CS registration causes the primary debacle.

(7) Absence of sound monitoring by DoC. . '

(8) Propaganda against cooperative movement in the media.

(b) Measures to prevent the Debacle: .

(1) Registration of CS by following the Cooperative Act' and Rules. :

(2) Profession based CS should be formed. Non professional person will not
be able to be the members.

(3) Financial statements ( Monthly and tri-monthly) must be prepared and
submitted to the DoC offices. .

(4) Cooperative management training must be mandatory for the managing
committee members. . ' .

(5) Cooperative rules should be promulgated immediately as per the provi-
sion of cooperative law.

5.3:2: Opinion from Mr. Jashim Uddin Sheikh, President Cl'lar?dra
Shikhito Bekar Sanchoy O Rindan Samabay Samity Limited,
Chandpur:

(a) Causes of the Debacle:

(1) Pocket cooperative societies registered. .

(2) Long term investment of deposited money in nonproductive sector.

(3) Absence of liquid cover in the CS. N :

(4) Closing of branches and stopping the facility of receiving deposit from

non members.

(5) Little amount of own capital of the CS. : '

(6) Unusual loan function among the members of managing committee of the

CS‘ . . .
(7) Very little number of members of CS during the registration time.
(7) Improper monitoring by DoC officials. . dact
(8) Investment of capital in other sector conflicting the objectlvgs of the CS.
(9) Absence of provision about loan disbursement and recovery in the Coop-
erative Act and Rules. . =
(10) Absence of financial apex body to support cooperative societies.

(b) Measures to prevent the Debacle:

(1) Time and Demand driven training for coopertors. .
(2) Amendment of Cooperative law and Rules as per the necessity.
(3) Proper monitoring activities by the DoC officials.
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5.3:3: Opinion from Mr. Nazmul Alam Bhuiyan Jwel, Secretary, King-

shuk MCS, Mirpur, Dhaka:
(a) Causes of the Debacle:

(1) Legal fault in forming CS.

(2) Lack of proper monitoring of DoC.

(3) Inefficient and corrupt leadership.

(4) Bad investment of CS in improper sector.
(5) Media propaganda.

(6) Sudden amendment of Cooperative law without the opinion of the coopeartors.

(7) No financial review in addition to audit reports.
(8) Investment in non productive sector collecting deposits in a higher rate.

(b) Measures to prevent the Debacle:

(1) Time and Demand driven training for coopertors.
(2) Amendment of Cooperative law and Rules as per the necessity.
(3) Proper monitoring activities by the DoC officials.

5.3.4: Opinion from Mr. Ranajit Biswas, President Medha MCS,
Jpydevpur, Gazipur:

(a) Causes of the Debacle:

(1) Registration process was inadequate and inappropriate. No scrutiny
during this stage.

(2) Post registration monitoring and follow up system is absent.

(3) Lack of Expert, motivated and efficient officials in DoC for proper moni-
toring.

(4) Overlooking of illegal activities of CS by officials by undue facilities.

(5) Auditing system is faulty. Proper auditing is not performed.

(6) Motivation and training was not done by officials. CS officials/staffs had
no sufficient knowledge for controlling CS activities.

(7) Cooperative Act passed in 2013 has thrown tremendous pressure and
unusual effect about branch offices. As a result CS were shut down
overnight.

(8) Socio-political scenario had the unwanted effect.

(b) Measures to prevent the Debacle:

(1) Registration processes should be conducted as per Cooperative Act and
Rules and Policy.

(2) Effective training programs for Management members and cooperators.

(3) Review meeting of the officials and CS members and staff should give
positive result.
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(1) Auditing activities will be performed within the time span and with

utmost care.

(%) Different statutory activities.( Election/Meeting/Audit/AGM/ Record

keeping etc) should be done regularly as per Cooperative Law and Rules.

{6) Changing of Mind setup of DoC officials is a must.

4.1.5: Opinion from Abdur Razzak, President Grameen Kalyan Sanchoy O

Rindan CSL, Manikgonj:

() Causes of the Debacle:

(1) Absence of cooperative mentality among the cooperators: . )
(1) Weakness of Cooperative Law and Rules. No effective punishm
system. :
(1) No scope for loan or financial support. from GoB t'o coopera:;)rs. L
(4) Investment in nonproductive sectors like land business and ousmg ; n.d
(%) Other financial organizations like NGOs do.frapdulent activities a
{6) Mnniloring from DoC is very weak. The corrupted and bad cooperators
utilize this weakness. ' . i
(1) No motivational training for changing the men.tahty of cooperators. -
{K) Total negligence of Government higher authority towards the cooperati

movement.

() Measures to prevent the Debacle:

Ti i ining for coopertors.
(1) Time and Demand driven training .
(2) Amendment of Cooperative law and Rules as per the necessity.
(1) Proper monitoring activities by the DoC officials.

%,3.6: Opinion from Mr. Syed Mahiuddin Jahangir, Secretary, Bangla-
1 .dcsh Bank Employees Cooperative Society Limited, Chattogram:

(n) Causes of the Debacle:

(1) Not running CS as per bye law. )
(1) No proper monitoring and supervision from DoC.

1) lllegal loan function.
:4 jIrregular or no statutory function as per coop law, rules and bye laws.
() Measures to prevent the Debacle:

(1) Proper monitoring and supervision by DoC. ;
(1) Motivation and training for coop members and MC memf ehrs.t. «
(1) Amendment of Coop law and Rules as per the demand of the time.
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The above opinions and recommendations from the renowned cooperators

are summarized as follows:

Table-33: Opinions of the cooperators about debacles.

SN

Causes of Debacle

Realities

Measures

01.

.| collecting  deposit

| Some people using
the name of their
kin and kith are
taking registration
from DoC and

from the general
people and
expenses the fund
according to their
to their own  will.
Moreover,  they
quandary the fund
in the name of
housing  business.
Majority catastro-
phe has  been
taken place in this
way.

Some people using the name
of their kin andkith form a
cooperative society. After then
tempting the common people
to give more benefit collect
deposit and in  the name of
housing business, show-
ing high price of the land in
buy and misappropriate the
fund in name of construction
of the building. Moreover, they
take credit from the society and
use it in different unproduc-
tive  head and quandary
money. They exchange the
land and buildings with high
price unable to return the
deposited fund to the client.
In this way the depositors
fall in difficulties. Though
these kinds of societies are not
more in number but their
power was visible.

Individual ~sitting
is needed during
the registration of
cooperatives and
the objectives of
the formation of
the society must be
Stpletc 1 et efd:
Relationship
among the
members. Trans-
parency should be
maintained in
buying land,
constructing build-
ing or doing
housing business
with  the fund of
cooperatives.

02;

The investment
of short term
deposit in the
long-term  project
is the main cause
of the debacle.

Cooperatives Society
received temporary deposit in
term of monthly benefit. With
the short term deposit, the
authority buy land, construct
buildings etc.of long term
investment. For  this reason
the authority could not gain
immediate profit and unableto
return the deposits on time.
In this way the society fall
in debacle.

To fix up a rate
on share capital of
the society during
taking temporary
deposit and what
will be its
expenses head
plan, must take
approval from the
Registrar.

03.

Not keeping the
liquid cover fund
as per the coopera-
tive rules.

It is natural to create crisis in
the society but there was no
sufficient liquid cover to cope
with it.

The amount of
liquid fund should
be monitored
annually by
another report.

04.

Closing the branch
office and barring
to take deposit
from the nonmem-
ber and publishing
it in the media of
the Cooperatives
societies
Act(Amended),
2013.

With the abrupt amendment
of the cooperative law in the
regular functioning of tl'.xe
cooperative and publishing in
media the negative impact of
it creates panic in the mind of
the cooperators and they
withdraw all the money at a
time. Management could not
able to endure the pressure of
the deposit holders and-the

society fall in financial Crisis.

There is Deposit
protective fund in
law but in the
most cases
society do not
follow the rule.
So, keeping the
fund must be
mandatory.

05.

Less amount of
the own capital of
the society in
relation to the
deposit collected.

run

The cooperatives

Capital than the own fund.

depositors.

business with the borrowed

The Management misa;_)p}ro—
priates the capital by giving
high rate of interest to the

To increase the
own capital of the
society and there
should be a rule
of keeping
borrowed capital
maximum  one
multiple of it.
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06.

Unjustified  loan
receives and not

Committee.

recovering the loan
by the Management

Managing committee, a take
loan from the cooperatives by
misusing the power and not
recover it on time. The same
phenomenon was happened
to give loan among the
general members. In fine they
were unable to recover the
money from the members.

In the case of

sanctioning of the
loan and
withdrawing  of
the share of the
managing
committee mem-
bers should take
approval from the
Registrar.

91



07.

Limited share-
holders, share,
savings and depos-
its during registra-
tion.

Twenty (20) to be the
minimum members of the
society among them 4 /5
family fulfill the requirement
of forming a society. So they
fulfill their own interest but
not the cooperatives. Beside
this, limited shares, savings
and deposits during registra-
tion is also responsible for the
anomaly.

In case of the
primary  society,
registration time
members will be
50 and every
member  should
have 1% share of
the  authorized
share capital and
same amount of
saving deposit.

08.

Lack of proper

monitoring  and
manpower in
proportion  with

the numbers of

There was not proper moni-
toring after the registration of
the cooperatives and the lack
of sufficient man power to
monitor the society in district

In proportion with
the workforce in
the district and
upazilla level,
registration of the

11. | There is .no
specific
cooperative
regarding disburse
and recovery of
loan.

law in
Act

The managing
cannot take any step recover |s .
in  cooperatives
law
default loan but
the
complex. So
punishment
procedure of loan
disbursing
default
recovering must
be incorporated in
cooperative law.

committee

to the default loan because
there is no proper guidelines
in the cooperatives Societies
Act in this regard

Though there is

ome procedure
to recover

process is

and
loan

Having no  finan-

Cooperatives are running
their business with own iund.

To do any good
Jjob by the coop-

cooperatives in
Upazilla and
District.

& upazilla level helped the
society to do misdeeds.

cooperatives
should be done
and monitor them.

09.

There is no speci-
fication of margin
between the
interest of savings
and deposit and
investing interest.

Having no margin between
the giving profit on savings
and deposits collection and
investment  profit, the
management collect savings
and deposit with excessive
rate of interest.

Giving profit on
savings and
deposit and profit
recovery from
deposit may be
minimum 7% to
include in the law.

10.

Not fulfilling the
objectives of the
society, fund has
been invested in
others way

hampered by this way.

The special type of coopera-
tives, like business coops,
CVDP, savings and Credit,
Multipurpose, Youth and
Fisheries Cooperatives take
member from any group of
people and disburse credit in
the same way. The coopera-
tives take deposit and invest it
among them and an unfair
competition was prevailing.
Good  Societies are also

Taking registra-
tion from a
special category,
functions should
not be done with
others class or
category

cial institutions for
supporting the
cooperatives.

More profit has to give to the
shareholders for collecting
fund. The shareholders have
not such ability. So the
society cannot take any good
entrepreneurship, as well as
the cooperatives departments
cannot show any visible
activities to the govt.

eratives, there
must be some
external input in
parallel with the
own fund of the
society.

13:

Not completing of
the audit accord-
ing to the financial
year and not taking
disciplinary action
to the default
society.

There is no scope to take
proper step to the crooked
cooperative society lackipg
of Auditing in time. The miss
management is going on
years together for not taking
proper action against them.

In the first five
years of registra-
tion of a coopera-
tive, after comple-
tion of the finan-
cial year within
three months and
with others in six
months  auditing
must be done and
reviewed it with
other officer and if
there is  any
anomaly, dispose
up it within six
months.
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07.

Limited
holders, share,
savings and depos-
its during registra-
tion.

share-

Twenty (20) to be the
minimum members of the
society among them 4 /5
family fulfill the requirement
of forming a society. So they
fulfill their own interest but
not the cooperatives. Beside
this, limited shares, savings
and deposits during registra-
tion is also responsible for the
anomaly.

In case of the
primary  society,
registration time
members will be
50 and every
member  should
have 1% share of
the authorized
share capital and
same amount of
saving deposit.

08.

Lack of proper

monitoring and
manpower in
proportion  with

the numbers of
cooperatives in
Upazilla and
District.

There was not proper moni-
toring after the registration of
the cooperatives and the lack
of sufficient man power to
monitor the society in district
& upazilla level helped the
society to do misdeeds.

In proportion with
the workforce in
the district and
upazilla level,
registration of the
cooperatives
should be done
and monitor them.

.| There TSRS

specific law in
cooperative  Act
regarding disburse
and recovery of
loan.

The managing
cannot take any step recover

committee

to the default loan because
there is no proper guidellges
in the cooperatives Societies

Though there is
some
in  cooperatives
law to
default loan but
Act in this regard the
: complex. So
punishment
procedure of loan
disbursing
default
recovering —must
be incorporated in
cooperative law.

procedure
recover

process is

and
loan

09.

There is no speci-
fication of margin
between the
interest of savings
and deposit and
investing interest.

Having no margin between
the giving profit on savings
and deposits collection and
investment profit, the
management collect savings
and deposit with excessive
rate of interest.

Giving profit on
savings and
deposit and profit
recovery  from
deposit may be
minimum 7% to
include in the law.

10.

Not fulfilling the
objectives of the
society, fund has
been invested in
others way

The special type of coopera-
tives, like business coops,
CVDP, savings and Credit,
Multipurpose, Youth and
Fisheries Cooperatives take
member from any group of
people and disburse credit in
the same way. The coopera-
tives take deposit and invest it
among them and an unfair
competition was prevailing.
Good  Societies are also

Taking registra-
tion from a
special category,
functions should
not be done with
others class or
category

hampered by this way.

.|Having no finan-

cial institutions for
supporting the
cooperatives.

Cooperatives are running
their business with own fund.
More profit has to give to the
shareholders for collecting
fund. The shareholders have
not such ability. So the
society cannot take any good
entrepreneurship, as well as
the cooperatives departments
cannot show any visible
activities to the govt.

To do any good
job by the coop-

eratives, there
must be some
external input in
parallel with the
own fund of the
society.
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. | Not completing of

the audit accord-
ing to the financial
year and not taking
disciplinary action
to the default
society.

There is no scope to take
proper step to the crooked
cooperative society lacking
of Auditing in time. The miss
management is going on
years together for not taking
proper action against them.

In the first five
years of registra-
tion of a coopera-
tive, after comple-
tion of the finan-
cial year within
three months and
with others in six
months  auditing
must be done and
reviewed it with
other officer and if
there is  any
anomaly, dispose
up it within six
months.




14.

Lack of skilled,
competent and
efficient  leader-
ship in the
management

Proper knowledge is needed
to maintain the financial
planning  managing  and
keeping record of the coop-
eratives. Accordingly, skill

Cooperative
management
training in BCA
or CZI should be
partaken by the

jobs in a body and

cooperatives quit

form other coop-
eratives.

committee. and competency of the [members before
managing committee is not registration of the
Judged in this regard. cooperatives.
Unskilled and bad leadership |Submission  of
is responsible for this catas- training  certifi-
trophe. cate must be
compulsory
during  registra-
tion.

15. | Credit limit is not | There is no margin of the |To keep the maxi-
——(speefied among |created fund mum limit of
the members. receiving loan in
5 times against
the shares,
savings and
deposits of the

members.
16. | Acting staffs of the | Some dishonest officers of Bridge of contract

district and upazilla level
encourage staffs of the coop-
eratives to form society
individually. A large number
of staffs in cooperative
society quit job and it creates

difficulties in the society.

should keep from
the MC and
members of the
society before
registration as
there is no staffs of
others society is in
involve in it.
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Officers have been recruited | Competent  and
for the smooth conduction of [skilled  person

|7. | Absence of skilled
and competent

workforce to |the  society’s  functions. |should be
maintain the coop- | Sometimes societies do its [appointed by the
eratives. business illegally by the [authority for the

unskilled officers and they do |smooth function-
harm to the cooperatives. ing of the society.
¢ In this case, prior-
ity should be
given to the
retired officer of
the cooperatives
so that the MC
and general
member may be
skilled in coop-
eratives activities.

5.4: Findings from the opinions:

The gist of the competent cooperators’ opinion is as follows:

(1) Both cooperators and cooperative department are liable for the debacle.

(2) There is a citable gap between the DoC officials and Cooperators.

(3) Lack of proper monitoring and support incentive demoralize cooperators.

(4) Sudden amendment of cooperative law in 2013 has tremendous effect for
the debacle.

5.5: Chapter Summary:

This chapter describes the opinions of the competent/renowned cooperators
of our country. Their well thought opinions give us a clear and concise idea
about the debacle. All the desired objectives coming through these opinions
is well established in this chapter. The respondent’s response or opinions are
categorized here to see the result of the hypothesis or assumptions to some
extent.
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2 &
Chapter-Six
Workshop on Research Report

6.1: Background of the workshop:

To make effective and fruitful recommendations, a daylong workshop was

conducted on the research topic * Recent Debacle of Cooperative Societies in -

Bangladesh: Realities, Causes and Measures.” held on 21/04/2018 at confer-

ence room of BCA. As many 30 members of different categoriei participated
in the workshop. The participants contributed valuable views and recommen-

dations through their representation.

Principal, BCA and Additional Registrar of DoC Mr. Md. Igbal Hossain was
the chief guest. Joint Directot of BARD Mr. Mizanur Rahman and Deputy
Director of BARD Dr. Jillur Rahman Paul, Resource persons from different
relevant areas were also present in the workshop. Officials from DoC, BCA,
Divisional Joint Registrar Offices, Co-operative Zonal Training Institutions
(CZIs), District Co-operative Offices, Upazilla Co-operative Officers were

present in the workshop. Research panel members were present there to
conduct the workshop. (Participants List: Annexure- 5)

6.2: Observations and opinions from the workshop:

The participants of the workshop gave valuable cpinions to make the
research paper more effective and structured. They opined on the draft
research paper. The summarization of the workshop opinions and recommen-
dations are as follows-

1. The phrase in the research report ‘Black Money’ is not much relevant and .‘

should be removed from the report..

2. There should be a common credit-deposit policy for the cooperative socie-

ties.

(8)

4. There should be a provision for instant punishment for violation of coop-
erative law and rules & such power should be delegated to the field
officers accordingly. .

5. The process of admission of a new member in a cooperative society should

be strictly maintained lawfully.

6. The current debacle in the cooperative sector occured due to transaction
with the non-members.

7. The members of cooperative societies need more training on cooperative
management & cooperative accounts keeping to prevent such debacle in
future.

8. The cooperative officers also need to be well trained at home & abroad.

9. DoC lacks leadership & this issue can properly addressed by appointing
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. The number of members of a cooperative society should strictly be limited.

Registrar & DG from within the Cooperative cadre officers but not from
out of the cooperative cadre officers.

10. The cooperative societies stopped functioning & some of them even
disappeared not due to their own faults but due to the amendment of the
Cooperative Act in 2013. !

11. Govt provides subsidy to the banks & other financial organizations when
they face debacles but there is no subsidy or any financial support from
government or DoC for the cooperative societies.

12. The audit officers of cooperative department need to be well trained to
attain proper skill.

13. Online database system for cooperative societies should be developed as
early as possible to ensure accountability & transparency in this sector.
14, The training on cooperative management & cooperative accounts keeping
ought to be made compulsory for the members of management committee

of a cooperative society.

15. The existing cooperative law is not properly enforced in the field which

—should be done strongly.—————

16.The amendment of the Cooperative Act in 2013 should be banned imme-

diately which is mostly responsible for all the unrest & recent financial
debacle in the Cooperative sector in Bangladesh.

17.There should be specific guidelines for registration process of a coopera-
tive society in addition to laws & rules.

18. The pre-registration training should be ensured for the members of a
cooperative society.

19.The employees of a cooperative society need to be properly trained on of
cooperative accounts keeping, laws & rules.

20.The Cooperative Rules as per current cooperative Act ought to be made
immediately.

6.3 Suggestions and recommendations from the workshop:

Some of the valuable opinions and recommendations from the workshop
members cited here:

(1) DoC should be more proactive for the development of the cooperatives.

(2) The gap between Cooperators and Cooperative officials should be
removed.

(3) Existing Cooperative Law, Rules and Policy should be made cooperative
friendly after proper amendment.

(4) Cooperative registration should be restricted for preventing pocket coop-
eratives.
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(5) Corruption in the cooperatives should be handled with zero tolerance.
(6) Th.e statutory functions as per the Law and Rules should be implemented
strictly and DoC supervision should be proactive.

6.4: Chapter summary:

This chapter is a unique chapter because here the observations and recom-
mendations from different stakeholder are depicted. Representatives from the
different coop sectors both govt. and cooperatives were present and gave
valuable opinions. Other participants also added valuable observations which
would impart significant weightage of this research paper.

Chapter-Seven
Instances of debacles in other financial institutions

7.1: Introduction:

Financial debacles are harmful and detrimental not only for the individual but
also for the organizations. The recent debacle in Cooperative movement in
Bangladesh is not the matter of sudden incidents. It is the summation of many
factors including the inner causes of the movement and the external causes
also provoked the debacle to be occurred. The overall socio-economic
scenario of our country ignited the debacle.

Now-a-days Cooperative movement is getting bad impression and facing
image crisis due to the debacle. But debacles are not happening in cooperative
sector alone here. It is the result of the overall socio-political-economic
factors. In this chapter we have tried to find out the instances of debacles in
other financial institutions in Bangladesh.

7.2: Rationale and background of the study:
A cooperative may be defined as a business owned and controlled equally by
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the people who use its services or who work at it. Cooperative enterprises are
the focus of study in the field of cooperative economics. According to
O'Sullivan, Arthur; Steven M. Sheffrin (2003). Economics: Principles in
action. Upper Saddle River, New Jersey 07458: Pearson Prentice Hall. ISBN
0-13-063085-3. ‘A cooperative (also co-operative; often referred to as a
co-op) is a business organization owned and operated by a group of individu-
als for their mutual benefit. A cooperative is a legal entity owned and demo-
cratically controlled by its members. Members often have a close association
with the enterprise as producers or consumers of its products or services, or
as its employees.

By definition, a cooperative organization is primarily an economic entity,
then it is a social organization. We know, where there is money or wealth,
there is conflict and debacles. Cooperatives are not the only economic
organizations in the society, but a lot of financial organizations are there.
Astonishingly, debacles or financial anomalies are very normal phenomenon
in these institutions. For this very reasons, we have to know the debacles of
other organizations to assess the cooperative movement.

7.3: The instances of financial debacle in Bangladesh:

Recently a lot of financial organizations in Bangladesh have gone through
financial debacles. There are instances that the culprits behind these malprac-
tices are going unpunished. As a result without punishment there is the
vicious cycle of corruption and fraudulence. Some burning examples of
financial institutions in Bangladesh are given below to understand the
problem:
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7.3.1: 30,000 crore taka defalcated in 7 years:

The daily Prothom Alo published a report about the defalcation of 30,000
crore taka in the last 7 years. There was no punishment for this reason and as
a result more and more anomalies arose. Six gigantic defalcation in financial
sector during the last 7 years are cited bellow:

- Table-34: List of the six biggest defalcation during the last 7 years.

SN | Name of the defalcation Taka year Accused Punishment/Case
(Crore)
1 Reserve Pilferage 800/- 2016 Not recognized | Case Filled
2 Share Market 15,000/~ 2010 Some No Case Filled
institutions and
persons
3 Hallmarlk 4,500/~ 2012 Tanvir No Puniushment,
Mahmud Under
Jesmin Islam Juridiction
4 Basic Bank 4,500/~ 2012- Sheikh  Abdul | Not in the Case
2013 Hai Bacchu
S Bismillah Group 1,100/- 2011- Khaja No Puniushment,
2012 Solaiman, Under
R e e I —-Baorin Habib Juridiction
6 Destiny 4,119/- 2006~ Rafikul Amin No Puniushment,
2012 Under
Juridiction

( Source: The Daily Prothom Alo;27/03/2016)

7.3.2: 21,000 crore taka are uncertain to be realized:

From a report published in ‘The Daily Jugantar’ on 23/01/2018, it was said with data
and information that the banking sector of Bangladesh is captive in the hand of the
bankrupts. About 20,700 crore taka are captured by top 100 bankrupts in our country.
This amount is 27% of total bankrupts. This amount is near about equal the expendi-
ture of the dreamy 'The Padma Bridge’. In the 20,700 crore bankrupted money, 6
government banks have the share of 10,000 crore taka. All the loans are pur bad
debts. It is known that the total amount of bankrupted money is 80,307 crore. Ten top
bankrupts have the share of 20,700 crore taka. Top ten bankrupts are cited below:

Table-35: List of the top bankrupt organizations

SN Name of the company Amount of loan ( crore taka)
1 Ilius brothers 889.49
2 Quantum Power ' 558.09
3 Jesmir Vegetable Oil 548.00
4 Max Spinning Mills 525.60
5 Benetex 517.00
6 Dhaka Trading House 485.29
7 Anowar Spinning 474.37
8 Siddique Traders 428.57
9 Yasir Enterprise 414.80
10 Alpha Composite Towels 401.73
11 Legend Holdings 348.00
100

12 Hallmark Fashion 340.00
13 Mac International 339.00
14 Monno Fabrics 338.37
15 Fair Traders 322.00
16 Saharish Composite 313,00
17 Noor Jahan Super Oil 305.00
18 Keya Yarn Mills 293.00
19 Saleh Corporate 287.00
20 Fire Yarn Processing 273.00
21 S K Steel 272.00
22 Chowdhury Knitwear 270.00
23 Helpline Resource 258.00
24 Six Seasons Apparels 255.00
25 Bismillah Towels 244.00
26 T & Brothers Knit Composite 226.00
27 Tania Enterprise Unit 2 212.00
28 Ashique Composite Textile 204.00
29 Otobi 193.00
30 Islam Trading Consotium 191.00
31 Mizan Traders 188.00
32 Computer Source Limited 187.00
33 Tele Barta 186.85
34 Semat City General Trading 185.00
35 M K Ship Builders 184.65
36 Cotton Corporation 184.16
37 MBA Garments & Textile 182.38
38 Sonali Jute Mills 181.00
39 Expar Tech 177.66
40 Keya Knit Composite 174.35
41 Wall Mart Fasshion 174.00
42 Himalay Paper s& Board Mills 166.00
43 One Denim Mills 164.30
44 Emdadul Haque Bhuiyan 163.40
45 Chowdhury Leathers 162.00
46 Mac Ship Builders 160.00
47 Sufary Traders 157.00
48 Liberty Fashion ware 155.00
49 Advance Composite 153.00
50 Biswas Garments 141.00
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Sl Mustard Trading 152.30
52 Hindu Wali Trading 152.00
53 Padma Belling & Dying 148.51
54 Sagir & Brothers 148.10
55 Ipsu Trading 146.00
56 | Marine Vegetables 144.00
i Arjan Carpet & Jute Weaving Mills 143.00
58 Dredge Bangla Private Limited 142.00
59 A Zaman Brothers 141.00
60 Ornate Service 141.00
61 Jam Jam Shipping Mill 140.00
62 Doel Apparels 139.00
63 Dream World Park 138.00
64 Cambridge International 136,00
65 Keya Spinning Mills 136.00
66 Jahid Enterprise 135.00
67 Tabassum Enterprise 132.00
68 Mojibur Rahman Khan 132.00
69 Apex Weaving 130.00
70 Agro Industries 130.00
Wi Dhaka Dying & Manufacturing 129.00
7 Well Tex Limited 129.00
73 Delta System 128.00
74 Care Specialized Hospital 127.00
75 Northern Distilarized 123.00
76 New Rakhi Textile 123.00
77 Ali Paper Mills 122.65
78 Hilful Fuzul Samaj Kalyan Sanstha | 122.00
79 Lucky Ship Builders 120.00
80 Shapla Flours Mils 120.00
81 Anon Tex Kniting Tex 119.00
82 Siddique and Company 118.00
83 Manowar Trading 117.00
84 Delta Jute Mills 117.00
85 A K Jute Trading 116.62
86 Earth Agro Farms 116.00
87 Mahbub Spinning 115.00
88 D Afroz Sweater Industries 115.00
89 Zargij Composite Knit Industries 114.00
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90 Map Paper Board Mills 114.00
91 Style Fashion Garments 114.00
92 Alamon Bread & Biscuit 112.00
93 Profusion Textile Milss 112.00
94 Ma Textile 111.22
95 Super Six Star Ship Breaking Yard 111.00
96 Techno Design & Development 110.63

(Source: The Daily Jugantar; 23/01/2018)

7.3.3: The Yubak defalcated 2,600 crore taka:

The Yuba Karmsangsthan Society (Yubak) collected deposit from 3, 03,700
depositors around the country and collected 2,600 crore taka from depositors.
Yubak has 91 land, 18 houses and 18 companies. They started their activities
as non-profitable organizations in 1994. They collected deposits in higher
interest rate from people and also started credit function in a higher interest
rate. The central Bank found their financial anomalies in a investigation in
2006 and stopped their function. But the depositors did not get their money.
(Source: The daily Prothom Alo: 22/09/2016).

7.3.4: Others : Besides the above institutions some other institutions also

defalcated a huge amount of money during the last few decades. These are
Farmers Bank, Hundi Kajol, ITCL, Unipay 2, Golden Touch, MLM compa-

nies etc.

7.4: Learning from the Instances:

From the instances of financial defalcation of this chapter, we can learn some
crucial lessons. These are as follows:

(1) A lot of financial organizations in Bangladesh have done financial defal-
cation.

(2) In the past, no exemplary punishment was given to the culprits. As a
result, without punishment, they become arrogant and committed the
same crimes again and again.

(3) There is definite weakness in enforcing the law and regulation against the
financial culprits.

(4) Cooperative sector in not outside the overall economic and socio-cultural
scenario of the country. It becomes the safe house for black or illegal
money investment.

(5) There may be conflict faced by the cooperative movement that other
financial institutions ( Bank/NGO and others) are reluctant to allow coop-
eratives to be successful and flourished.
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7.5: Chapter Summary:

Cooperative is a socio-economic movement having moral and ethical values.
If these values are properly followed and maintained, there will be no finan-
cial and management crisis. But in our country, cooperatives are not outside
the overall scenario. They get the effect of other factors. These resulted the
del?acles and we have seen the critical condition of cooperative movement.
This chapter gives us the pen picture of the bad/ill scenario of the matter. It is

proved here that if the culprits are not punished for their bad deeds, there will
be debacles again and again.
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Chapter-Eight

Findings, Recommendations and Conclusion

8.1: Introduction:

This chapter makes an elaborate effort to further analyze the findings
discussed in chapter-4. From the interviews taken as per questionnaires and
opinions from cooperators, we got a lot of information and analyzing the
information in different ways/methods we come to draw some conclusion.
These are very result oriented and give us the real picture about the debacles.

8.2: Findings of the Research Study through questionnaires and coop-
erators opinions:

We have had extensive response from the respondents and the cooperators.
They provided their opinions which reflect the scenario about the debacle.
They analyzed the causes and mentioned the measures to be taken for the
future precautions. The findings are given bellow:

(a) Causes of thiDeblclf:

(1) Pocket cooperative societies registered.

(2) Long term investment of deposited money in nonproductive sector.

(3) Absence of liquid cover in the G,

(4) Closing of branches and stopping the facility of receiving deposit from non
members.

(5) Little amount of own capital of the CS.

(6) Unusual loan function among the members of managing committee of the CS.

(7) Very little number of members of CS during the registration time.

(7) Improper monitoring by DoC officials.

(8) Investment of capital in other sector conflicting the objectives of the CS.

(9) Absence of provision about loan disbursement and recovery in the coop-
erative law and rules.

(10) No financial apex body to support cooperative societies.

(11) Absence of timely auditing and no action as per the findings of the audit
report.

(12) Post registration monitoring and follow up system is absent.

(13) Lack of Expert, motivated and efficient officials in DoC for proper
monitoring.

(14) Overlooking of illegal activities of CS by officials by undue facilities.

(15) Auditing system is faulty. Proper auditing is not performed.

(16) Motivation and training was not done by officials. CS officials/staffs had
no sufficient. knowledge for controlling CS activities.

(17) Cooperative Law passed in 2013 has thrown tremendous pressure and
unusual effect about branch offices. As a result CS were shut down
overnights.
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(18) Socio-political causes had the unwanted effect.

(19) Absence of cooperative mentality among the cooperators.

(20) Weakness of Cooperative Law and Rules. No effective punishment
system.

(21) No scope for loan or financial support from GoB to cooperators.

(22) Investment in nonproductive sectors like land. Housing business etc.

(23) Other financial organizations like NGOs do fraudulent activities and
cooperatives are blamed without proper investigation..

(24) Monitoring from DoC is very weak. The corrupted and bad cooperators
utilize this weakness.

(25) No motivational training for changing the mentality of cooperators

(26) Total negligence of Government higher authority towards the cooperative
movement.

(b)Measures to prevent the Debacle:

(1) Restrictions in registration. Registration processes should be conducted as

(2) Updating the cooperative law and Rules as the demand of the time.

(3) Proper monitoring activities by the DoC.

(4) Effective training programs for Management members and cooperators.

(5) Review meeting of the officials and CS members and staff should give
positive result.

(6) Auditing activities will be performed within the time span and with
utmost care.

(7) Different statutory activities ( Election/Meeting/Audit/AGM/ Record
keeping etc) should be done regularly as per Cooperative Law and Rules.

(8) Changing of Mind setup of DoC officials is a must,

(9) Time and Demand driven training for cooperators.

(10) Amendment of Cooperative law and Rules as per the necessity.

8.3: Findings from the workshop:

Some of the valuable findings from the workshop members are cited here:

(1) There should be a common credit-deposit policy for the cooperative
societies.

(2) The number of members of a cooperative society should strictly be
limited.

(3) There should be a provision for instant punishment for violation of coop-
erative law and rules & such power should be delegated to the field
officers accordingly.

(4) The process of admission of a new member in a cooperative society
should be strictly maintained lawfully.

(5) The current debacle in the cooperative sector occured due to transaction
with the non-members.
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(6) The members of cooperative societies need more training on coopera;tl\fe
management & cooperative accounts keeping to prevent such debacle in
future. ‘

(7) The cooperative officers also need to be wgll .tramed at home fzh abroade;n

(8) The cooperative societies stopped functioning & some of them c;\:he
disappeared not due to their own faults but due to the amendment o

Cooperative Act in 2013. .
(9) The I:mdit officers of cooperative department need to be well trained to

i skill.

(10)a(t;ar1111riln12:nc)1§gbase system for cooperati'v.e societies should b.e d}elyelopte:)ir as
early as possible to ensure accountability & transparency in t 1: s;:ce:e i;l

(11) The training on cooperative management & cooperative accounts . é)e ogf
ought to be made compulsory for the members of management comm:

0C1ETlY.

( 12)a”l?l(1)§rpee:111t(l)‘1’§ds be sg,eciﬁc guidelines for registration process of a coopera-

tive society in addition to laws & rules.

8.4: Overall Finding; of the Research Study
The important findings of the study are cited bellow-

i i i i itori tem of DoC.
1) There is lacking and negligence in the monitoring sys ' -
EZ; People invest money in the CS running after the issue of higher interest
rate. : %
(3) Black and illegal money 1s deposited in the C
lace for black money. ' : :
“) IE)/Iaximum people deposited their money without consulting with the DoC

authority. y '
) Generagy people from the higher classes deposited big amount of money

(6) ?hglrz Evis a huge propaganda against CS \fvithout jpdging the §1t(111at10n
and a panic was created. People came at a time to withdraw their eé)os-
ited money affected by panic rumor. As a result the deo?cle. o}fcutr}rle .the

(7) In many cases, the amount of invested money of the CS is higher than

deposit collected. . | -
®) M:ximum deposited money from the members were invested in nonpro

ductive sector. .
(9) The recent amendment of the cooperative 1

negative effect to create the debacle.

S and CS acted as the safe

aw in 2013 had tremendous
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8.5: The gap between the cooperators and DoC officials.

From the interview through questionnaire and cooperators’ opinion,it is clear
that there is distinct gap between cooperators and DoC officials who are the
vital parts of cooperative movement. We found some reasons behind it as-
(1) Mental hindrances; (2) lack of motivational training approach; (3)
Absence of accountability and transparency; (4) Improper monitoring and
supervision from higher authority.

8.6: Learning from the Research Study:

We got some fantastic learning that should be effective for prevention of the
debacles. These are as-

(1) Other financial institutions are making the debacles, but CS are to suffer
for some culprits in CS sector.

(2) CS are to be blamed for the defalcation without proper judgement and
DoC/Govt. is not taking any action for the remedial purpose.

(3) Nobody is trying to find out the real causes or situations while instant

8.7: Strength-Weakness-Opportunity-Threat (SWOT) of DoC:

From this research study, the research panel has identified some strong sides atlt]ld
weak sides of DoC . There prevail some opportunities and thregts of DoC before the
research panel. These are summarized bellow as SWOT analysis:

Figure-36: SWOT analysis for DoC

bl 4] i — .
1. Absence of mission and vision in the
planning.

2. Lack of infrastructure and logistics.

1. Constitutional mandate for ownership..
2. Wide range of Cooperators among the

country. : :
3. A strong tool of socio-economic 3. Absence of cooperative mentality among
development of the country. the DoC staffs. ‘ .

4, Presence of the movement in every 4, Inefficiency in implementing projects. :
sectoral papet. 5, Weakness in implementing cooperative
5. Comparative Advantage. law and rules.

6. Co-operative Advantage.

decisions are taken for instant action. As a result no permanent solution is
coming,

From these learning, we want to make some recommendations for future
remedial measures as-

(1) Cooperative rules, regulations and policies should be cooperators
friendly, not cooperative officers friendly. \

(2) DoC should play the role of a facilitator, not the regulators.

(3) Intrusion of non-cooperative men in cooperative societies must be prohib-
ited.

(4) Cooperatives must be involved in productive activities, not in micro-

credit functions only.

(5) Accountability and transparency must be developed in all sectors of coop-
erative movement irrespective of cooperators and DoC officials.
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7. Capital Formation/Accumulation.
8. Huge manpower in DoC.
9. Easy access to people.

TRES Threats

1. Absence of ”cooperation among cooperative
officials.

2. Depression among the DoC staffs.

aﬁie Dev 6ph'1eut“Goials.

1. To
2. Diversification of cooperative training,

3. Cooperative Marketing and cooperative
branding. SR el
4, Cooperative networking among different 5. Absence of institutionalization.
professional groups.

5. IT based cooperative movement.
6. Easy Access to Resource,
7. Global Export Market.

8. Value Addition Chain,

4, No Career planning the staffs,
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8.8: Action Plan as per the Findings of the Research Study:

We have found some concrete observations and recommendations from all
sides of this research study which must be addressed to prevent the debacle
occurring the recent time. The measures to be taken in short term (immediately
yielding output) —midterm(yielding outcome) and long term (yielding impact)
basis to optimize the potentiality of cooperative movement and removing the
drawbacks. It is here mentionable that there must be a review and monitoring
system to evaluate the action plan time to time to have positive result.A well
planned action plan is furnished bellow as per the findings of the research
study:

Figure-36: Action plan as per the findings of the research study.

SN | Findings of the Study Causes Measures to be taken Time Responsibility
Frame
1 Lack of institutionalization | Lack of policy and | Developing applicable Long term | GoB, DoC
in DoC. planning policies and
implementation of
those policies.
Lack of | Making the | Short term | DoC
Commitment  of | commitment of DoC
DoC staff | 'staff by  proper

initiatives.
Absence of Career | Developing Career | Short term | GoB. DoC
planning and job planning and Incentive | and long

satisfaction of | for DoC staff as per | term
DoC staff proper and effective
monitoring
2 Lack of  Monitoring | Lack of proper | Developing and | Shortterm | GoB, DoC,
L system of DoC monitoring system | Implementation of the CS
monitoring system
3 Lack of | No holistic | Holistic approach for | Short term DoC, CS
institutionalization in the planning and | CS institutionalization.
CS policies for CS
institutionalization
4 Weakness in Cooperative | Not updating the |Updating the Cooperative| Mid term GoB, DoC,
law and rules law and rules law and rules as per the Ccs
demand of the time &
stakeholders.
5 Gap between the | No proper system | Setting proper | Shortterm | DoC, CS
cooperators and the DoC | and initiatives and guidelines and taking
staff lack of motivation | initiatives with strong
motivation.
6 Not maintaining the liquid Ignorance, no | Strong implementation | Short term DoC, CS
cover by CS as per Rules. | enforcement of the | and enforcement of the
rules, + Not | rues.

performing  the
statutory activities

of the CS etc.
5 Improper  and  faulty | Lack of specific | Strong  rules  and | Short term GoB,DoC, CS
Registration process rules and | regulation in  the
L regulation of | registration process.

registration Online registration | Mid term GoB,DoC, CS
process
Registration renewal | Mid term GoB. DoC,
system (&

GoB.

economic scenario
and inefficiency to

DoC staff and proving
the applicability of

8 Non-eligibilile and | No strong | Specific  educational | Short term | DoC, CS
inefficient people are in | provision in the | and efficiency
the MC law and rules standards for being

MC members

9 No policy of investment | Not  developing | Developing and | Shortterm | GoB, DoC,
and  other financial | such policies implementation of CS
activities strong policies. .

10| Absence of apex financial | No initiative for | Setting a apex | Long term | GoB, DoC
body in cooperative sector | such intervention. | financial body for

cooperative fi g

11| Improper auditing system | No strong audit | Developing effective | Short term | DoC, CS
and audit activities activities and | and  time  driven

tradition] auditing system and
mentality of audit | developing a strong
officers auditing pool.

12 | Mind set up of the | Absence of | Effective and time | Long term | DoC, CS
cooperators and DoC staff | effective driven  motivational

motivational program and
program and | incentives.
incentives.

13 | Insufficient and improper | No training policy | Formulating a time | Short term | GoB,

training system. and follow up. and demand driven DoC,BCA,
training policy and CZIs
effective
implementation.

14 | Investment in | No investment | Formulating a strong | Shortterm | DoC, CS
nonproductive sectors, policy of CS, investment policy and

proper
implementation.

15 | No safeguard for | Other organization | Ensuring strong | Long term | GoB, DoC,
protection of  other | does the | safeguard for CS (o]
organizations’ aggression | fraudulence and | activities.

CS are blamed.

16 | No  punishment  for | Lack of | Exemplary punishment | Short term | GoB, DoC
financial fraudulence done | enforcement  of | for financial
by cooperators. law and rules for | fradulences.

financial
fraudulences

17 | Intrusion of non- [ No strong and | Strong legal and | Shortterm | DoC, CS
cooperators in cooperative | ethical provision | ethical restriction for
sectors. sin  cooperative | cooperative

law and rules and | membership and Mgt.
practice. system.

18 | Transaction with non- | No strong | Strong monitoring and | Short term | DoC, CS
members. monitoring system | motivation,

and mental

19 | Lack of Accountability | No Developing Short term | DoC, CS
and transparency in CS | institutionalization | institutionalization in
activities. in CS C8

Online database for CS | Mid term GoB, DoC,
activities CS

20 | Lack of commitment from | Overall free | Commitment from | Short term | GoB, DoC
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prove DoC | Cooperative
importance. movement.
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8.9: Implication of the Study:

The research study bears a great implication. From the study, we find some
factors which must be addressed within a very short time to gather positive
result. We also get some facts which can be addressed to make cooperative
movement successful. We have come to know the opinions of the coopera-
tors and other stakeholders which reflect the socio-economic trend of our
country. The future planning of development programs must be influenced
by this research. Further amendment of Cooperative law and rules will be
drawn from this study. We can find some guidelines for improving the image
of cooperative movement. This research study will improve both the organi-
zational and personal improvement if the recommendations are properly
implemented.

8.10: Further Research:

This is the first research activity in BCA and also in DoC for assessing the
causes, realities and measures of the cooperative debacles in Bangladesh.
This research focused on the current critical positions of cooperative move-

ment. There is ample scope to explore, compare and extend the capacity of
DoC through further research.

This research work is the initiation of a new horizon in cooperative move-
ment, we do believe. We have had our time and other constraints for conduct-
ing the study in a sound way. The research title is a matter with a huge infor-
mation and dimensions. So, the very topic in another dimension needs for the
further study to make cooperative movement in the desired height.

8.11: Comments/Recommendations from the study:

(1) DoC should be more proactive for the development of the cooperatives.

(2) The gap between Cooperators and Cooperative officials should be
removed as there is a citable gap between the DoC officials and Coopera-
tors.

(3) Existing Cooperative Law, Rules and Policy should be made cooperative
friendly after proper amendment.

(4) Cooperative registration should be restricted for preventing pocket coop-
eratives. :

(5) Corruption in the cooperatives should be handled with zero tolerance.

(6) The statutory functions as per the Law and Rules should be implemented
strictly and DoC supervision should be proactive.

(7) Both cooperators and cooperative department are liable for the debacle.

(8) Lack of proper monitoring and support incentive demoralize cooperators.

(9) Sudden amendment of cooperative law in 2013 has tremendous effect for
the debacle.
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(10) All the accused CS have not fled away but they were bound to shut down
their offices due to some specific reasons.

(11) All cooperators are not culprits, some of them are culprits. So, corrup-
tion or anomloies in CS from both corner ( DoC officials and cooperators)
must be handled with topmost priority.

8.9: Conclusion:

Cooperative is a movement with ethical values and moral practices. The recent
debacle occurred in cooperative sectors is not the sign of failure of the move-
ment, but on indication of the malpractices. There were liabilities from both
sides (cooperators and cooperative department).

Cooperative in our country holds the unique recognition of the holy constitu-
tion of our motherland. We ought to keep in mind that if we allow misman-
agement in the CS for our personal gains, we would make the full cooperative
movement weak and ineffective. As a result, our future generations, I
addition to us, will suffer. We can never let something like this to occur. Our
research study reveals that cooperators do not wan i ,
regulations if they are well motivated, well trained and well informed. It is
the duty and responsibility of DoC is to make cooperators capable of operat-
ing their CS properly as per the law and rules.

‘Every cloud has a silver lining’-goes the proverb. The disaster evolved from
the debacles has thrown very bitter experiences to us but we have got some
excellent findings and learning from the debacle which are the outcome of
this research study. We do hope that the light of renaissance in cooperative
movement will flourish after the debacle just like “the longest dark night has
its dawn.’

We do hope that this research would be 'An Outstanding & Unique Report
Offering Remedies for All’ obstacles concerning the cooperative movement
of Bangladesh.

MBS
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ANNEXURES:

Annexure-1: The Research Panel:

To have a fruitful and effective Research Study with important recommendations from
the survey, a research team was formed to conduct necessary research functions relevant
to questionnaire preparation, data collection, data processing and data presentation to-
report publication and so on. The outline of the Research Panel was as follows:

Research Adviser | : | Md. Igbal Hossain Principal-Additional Registrar, CA

Research Director | : | Md. Abul Hossain Vice Principal-Joint Registrar, BCA

Researcher : | Haridas Thakur Principal ~(Deputy Registrar), CZI,
Narsingdi

: | Md. Mashiur Rahman Principal (Deputy Registrar), CZI,
Khulna

: | Mohammad Dulal Miah | Principal (Deputy Registrar), CZI,
Moulavibazar

: | Md.Ziaul Hoque Principal (Deputy Registrar), CZI,
Kushtia

: | Mohammad Shafiqul Professor (Deputy Registrar), BCA
Islam
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Annexure-3: Request Letter to renowned Cooperators for opinion
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Annexure-4: List of Data collectors.
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Annexure-7: List of the workshop participants Annexure-8: Paper cutting of some news of financial debacle.
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Annexure-9: Respondent selection as per sampling method

i

Annexure-10: Opinion ofa Renowned .4 Cooperator
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