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PRESENTATION TO THE PARLIAMENTARY PORTFOLIO-COMMITTEE ON TRADE AND INDUSTRY ON 27 JULY 2012 ON THE COOPERATIVES SECOND AMENDMENT BILL 2012. 

NACOFSAs – INPUT SUBMISSION.

1- AUDITING OF COOPERATIVES.

Having looked into the current Legislation, Cooperatives find it hard to Comply with legislation because of its complicity, high Audit fees and charges. Therefore we Propose the following:-

a) That the Legislation be simplified and enable Cooperatives to give a Report to the Registrar of Cooperatives which need to be checked and Prepared by on internal Trained Accounting officer using a simply template of user friend from DTI with input by National Apex Cooperatives Bodies.

b) That the Legislation should include Provision of Training by DTI and others to NACOFSA and Cooperatives Apex Bodies to enable Cooperatives Board Members and Management have necessary skills to perform such duties. We are busy developing such Programme together with DGRV and Institute for Cooperatives Development under the University of Forth Hare as submitted last week in order to address the high non-Compliance and Mortality Rate of Cooperatives in the Country.
The Programme will also focus on establishing Audit Cooperatives like in Germany through the usage of Tertiary Accounting Students. This need the Portfolio Committee, DTI and Department of Higher Education serious Support because many students will be employed and have exposure to the working environment as opposed to now.
c) The current guideline by Auditing and Accounting firms need Review so that they are in line with Cooperatives Sector and meet the Cooperatives needs.
d) The Cooperatives Auditing guidelines should be changed NOT to include Cooperatives together with SMMEs which is a different Sector altogether.

2- ONE NATIONAL APEX COOPERATIVE BODY IN THE COUNTRY.

While we seriously NOTE the input and proposal of our colleagues against the 58 000Membership number of Cooperatives they claim to Represent in the Country. DTI information says 50 000 are registered Cooperatives. In 2009 the growth Rate went up to 86% and now the Cooperatives Mortality Rate on average is almost 78.5% of Cooperatives which is 80% and the remaining 20% NO ONE is sure of their functionality.

While we only Registered NACOFSA on 10 June 2011 a lot of work has gone into the formation Process since 2008. The baseline Study Research of DTI does show that there is No real Growth in Cooperatives in our Country to contribute to the GDP and to other Economies. The University of Forth Hare Institute for Cooperatives Development Research also confirms to the findings by DTI.
If there is any growth of Cooperatives development with proper Support, perhaps it is in the areas where some Government officials have some conflict (direct personal) interest because of access to Resources. NACOFSA therefore propose that Legislation should NOT Promote a ONE National Apex Cooperatives Body. We are against that, because of the following reasons:-

a) There is NO real Growth in Cooperatives which are functional instead there is high Mortality Rate of almost 80% Nationally.
b) The one National Apex Cooperatives Body has already proved a failure in the development of Cooperatives in the Country by NOT addressing key issues, unable to develop tangible Programmes which should address the Problem; develop an inclusive passionate & skilled leadership, etc.
c) It becomes and will become a gate keeper against the development of Cooperatives and perhaps become an autocratic structure to protect and promote individuals instead of Cooperatives. The SADC Structure is a classic example with NO Programme in places neither assistance given to Cooperatives in the Country as NO information before National Apex Cooperatives Federation of South Africa. 
d) NACOFSA would like to implement Programmes which will reduce the high mortality rate, increase skills development and promote investment into Cooperatives etc. We would like to build institutional and administrative capacity, Marketing and packaging skills, based on value chain principles to improve Productivity of Cooperatives in the Country.
e) It is only after we have achieved a 50% or below in the Mortality Rate of Cooperatives in the Country which will be able to guide the process, not only that but also learn from other (Countries) how they moved forward; We propose that a Team involving Portfolio-Committee, DTI and us as a National Apex Cooperatives Bodies to go on tour few Countries for such purposes in Africa, Asia and Europe.
f) NACOFSA therefore Support the Legislation of more National Apex Cooperatives which will be guided by Cooperatives Education through Mobilization process. Cooperatives Legislation cannot be in contradiction with the National Constitution in term of freedom of association, expression etc. that is why South Africa Women in Cooperatives has its own President as per its Presentation.
g) We Propose that Legislation should include the establishment of a National Business Chamber in which all National Cooperatives should participate and engage Government, Public and Private Sector with ONE VOICE they will have to have an equal and or equitable representation in NEDLAC.
h) One National Apex Cooperatives Body will NOT Promote the establishment of Sector and other forms of National Apex Cooperatives in line with the 10 Sectors of Cooperatives being:-

1) Agriculture.

2) Manufacturing.

3) Housing & Construction.

4) Services.

5) Finance.

6) Tourism.

7) Recycling and Waste Management.

8) ICT.

9) Consumer and

10) Mining Sector.

Madam Chair and the Committee, the ONE NATIONAL APEX COOPERATIVES BODY should be a process. Our view is that a National Cooperatives Business Chamber be established as the best Legal option which will Promote inclusive Participation of all National Apex Cooperatives organization with clear terms of reference such as chairperson whether based on National system or not; Secretariat and Legal. This is our submission to the Legislation Amendment.
This should be a place where DTC Cooperatives development Unit and National Cooperatives Bodies meet to discuss issues including assessing the advancement of Cooperatives development, the contribution we make to the development of Cooperatives in Africa, Promote the Country on Cooperatives advancement, the Support and Procurement.
· That more than one National Apex Cooperatives organizations will also promote better understanding, increase competition, improve quality of products and services that Cooperatives provide.

· It will promote Cooperatives Principles leadership competitive age based on skills, knowledge, passion, etc.
3- COOPERATIVES DEVELOPMENT AGENCY.

NACOFSA seriously Support the urgent inclusion of the establishment and implementation of the CDA. This will assist to speed-up addressing the Cooperatives Funding, Support, including the Institutional and Administrative Capacity which NACOFSA urgently need. 

· BOARD AND MANAGEMENT.
We hereby recommend that the CDA Board & Top Management Composition should ensure 60% - 70% of the Members come from Cooperatives so that funding is speedily allocated to Cooperatives and also redress the current Mortality Rate challenges; Promote high quality of Products and Services. The question of 50% female Representatives on Board and Management, we propose an equitable approach based on quality than quantity.
Madam chair and the Committees, as Cooperatives, we have direct interest in the Cooperatives development Agency which should be able to reduce the long processes of Support to Cooperatives with skilled Board and Management on Cooperatives Development.

4- INSTITUTIONAL AND ADMINISTRATIVE CAPACITY IN NATIONAL APEX COOPERATIVES.

NACOFSA has carefully looked into the above aspect as one of the major obstacles to Cooperatives development in the Country. There is NO institutional and administrative Capacity, Funding Support given to the National Apex Cooperatives Bodies by DTI which would enable building effective and efficient Communication information and systems in the Cooperatives structures including checking the functionality of Primary Cooperatives in various areas and Provinces.

We have made a request to DTI Cooperatives development Unit – Chief Directorate since November 2011 till NOW nothing has been Provided as a Support to NACOFSA. In view of this experience and challenges we propose that Legislation should include Provision of Institutional and Administrative Support to National Apex Cooperative Bodies as a matter of urgency if we are all serious about making change in Cooperatives Sector.

REASONS:-

· THE Support will assist to address the right information to DTI and Portfolio-Committee on mortality rate of Primary and Secondary Cooperatives per Province every 6 (Six) Months and year.

· To enable National Apex Cooperatives structures build capable Board and Management with tools.

· To enable some organizations also give such support to Cooperatives National Apex organizations.

· To Promote effective Management and accountability in Cooperatives.

· To Promote effective interaction and engagement with DTI and other stakeholders on Procurement, Markets, International Relation, Entrepreneurship development and Capacity development in Cooperatives.

· Promote participation of Cooperatives in the inter-department structures or through our propose Business Chamber.

5- TRAINING AND SKILLS DEVELOPMENT.
Honourable Madam Chairperson and the Committee we have looked at this important area carefully so, because without proper and adequate Training and skills development being implemented in Cooperatives, we will not play a Key and meaningful Role in Economic activities of our Country and contribute to the GDP like Cooperatives in Kenya and Spain as per our international experience through Reading and Research have developed through such Provision.

Therefore we Propose the following additions to the Legislation:-

a. Development and implementation of a Curriculum in Cooperatives development in the Country.

b. Inclusion in the Legislation Training and skills development provision by US as National Apex Cooperatives Bodies in partnership with other Progressive Institutions Locally and Internationally because of our better understanding of Cooperatives issues, conditions, levels of skill and challenges experienced.

c. The inclusion of US as Cooperatives Structures in relations to Institutions and Colleges will improve the implementation of Training Programmes, skills development and quality Training Programmes and Provisions thereof.

d. That Government official who deals with Cooperatives must undergo Training and effective Induction on what Cooperatives are, the Legislation Governing Cooperatives will enable them create appropriate condusive Environment and Support Cooperatives development need. This will also assist to minimize conflicts in Cooperatives which contribute to high mortality rate.

e. The Role of SETAs in Training Support and funding to Cooperatives should be included in Legislation as the Department of Higher Education is responsible for Institutional Education of Cooperatives.

f. The Composition of SETA Boards, Institutions and Management should include atleast 35% - 40% Cooperatives Members.

g. We Support the establishment of Cooperatives charter to be included in the Legislation so that all Cooperatives issues are discussed and promoted through the charter like other SETAs. If it is for Cooperatives only then the composition of the Board and Management majority should be Cooperative Members as they have a direct interest.

h. The legislation should focus and promote change in Cooperatives mindset from demanding to Entrepreneurship as Cooperatives are not unions neither are they Political structures.

6-  THE TRIBUNAL.
· NACOFSA herein submit that the Tribunal Legislation be implemented and that we Support it because of the following reasons:-

a) It will help to reduce the current level of Conflict in Cooperatives which results into disfunctional of Cooperatives.

b) It is recommended by NACOFSA, that the TRIBUNAL will have to first and immediately carry out Education and information to all Cooperatives in the Country.
c) It will also improve the compliance rate of Cooperatives because of the Education and Skills Development that will go into Cooperatives In areas of Legislation, Financial Management and Good Governance which will include Board and Management functions and duties.

· We also recommend that Legislation in Tribunal should also include Training Provision to Cooperatives should be implemented at the same time and implemented land in hand with Tribunal Operations so that the Cooperatives are equipped with the necessary skills needed in the Tribunal and also be given necessary exposure to the issues and administration of the structures by visiting other well developed Cooperatives Countries in Africa, Europe, Asia, etc.

BOARD COMPOSITION
NACOFSA recommends that Legislation on Board and Management must include Cooperative Members because they have better understanding of Cooperatives Sector and direct interest in its operations so that Cooperatives Mortality Rate is reduced and conflicts minimized.

7- TAXATION SYSTEM AND LEGISLATION OF COOPERATIVES.

Having carefully looked into the Cooperatives Taxations Laws in our Country and Germany, NACOFSA submits the following:-

a) A new Taxation Legislation be put in place which should be based on the size and nature of the Cooperative Sector in the Country.

b) The current Taxation System does not Promote savings in Cooperatives because Cooperatives are treated as SMMEs while they are not SMMEs.

c) That Legislation be amended to give exemption to the surplus of Cooperatives like in Germany with a review of Legislation every 10 – 15 years.  We recommend that a German Cooperatives Taxation System be implemented in order to promote Cooperatives development. Even SARS does not know in which category of Tax do Cooperatives belongs.

8- PROCUREMENT POLICY.

Having carefully analyzed the present Procurement Policy Legislation that is not very clear and specific for Government, Public and Private Sector to provide Procurement Support and opportunities to Cooperatives.

NACOFSA hereby recommends the following to be included in the Legislation:-

a) That Legislation should Ringfence Products and Services for Cooperatives to supply between 35% - 45% Procurement, goods and services to Hospitals, Prisons, Government Departments, etc. at Provincial and Municipal Level and 50% at National level.

b) That clear Procurement budgets be implemented urgently including in all Government Agencies and Public Sector.

c) Legislation should compel Material suppliers for Procurement to Hospitals, Prisons, Police and Defence to work in Partnership with Cooperatives. This will improve the sustainability and growth of Cooperatives.

d) Legislation should be included to establish incubation as means of Production ownership and services Procurement Centre of Cooperatives in every Province and Municipality implemented by Government with National Apex Cooperatives driving the process.

9- RELATIONS AND ENGAGEMENTS BETWEEN DTI, NATIONAL APEX COOPERATIVES AND THE PORTFOLIO-COMMITTEE.

Having carefully looked at the gaps existing in the Legislation on the above issues, NACOFSA propose some of the following issues for inclusion in the Legislation:-

a. A 6 (six) Months or yearly engagement Meetings by National Apex Cooperatives Bodies with the Portfolio-Committee and DTI to improve relations and interaction with Cooperatives; to deal with Policy gaps and increase the interaction and functionality of Cooperatives ; To be informed of Support given by DTI to Cooperatives.

b. Include in the Legislation the type of Support DTI has to give to the National Apex Cooperatives e.g. if it is travelling, does it include Provision of Accommodation and food the classical example of the case is when NACOFSA Leadership came for Presentation last week, the Hotel Accommodation had NO Food Provision (meals) except only Bed & Breakfast. We don’t know how Cooperatives can survive in conditions and treatment like this. Why to us? Who don’t have any source of income? Does this build good Relations? Kindly advise us. How can Cooperatives Mortality Rate be reduced with such treatment from DTI as a Responsible Department and Cooperatives Development Unit?

c. Legislation should include Relation and engagement between DTI, Provincial DEDs, Municipalities and the National Apex Cooperatives Body based on:-

1. Support and Budget Provision to Cooperatives.

2. The state of Cooperatives development.

3. The Role of Government Agencies.

4. The infrastructure Provision to Cooperatives.

5. Communication Systems.

6. Procurement Provision.

7. Cooperatives Audit, Taxation and Compliance.

10- LAND PROVISION TO COOPERATIVES.

After careful analysis of the Land issues NACOFSA would like to Propose the following for inclusion into the Legislation:-

1) That it should be stated clearly that Municipalities, Provinces and Departments of Rural Development and Land Reform must Provide Land to Cooperatives which will enable them to be Productivity and functional including Provisions of Land Audit.

2) That Public Entities such as Eskom, Transnet, Telkom, Lottery Distribution Board, etc. as well as Private Sector to Provide Land and other Support Services to Cooperatives through the National Cooperatives Apex Bodies.

3) That Departments of Education, Agriculture & Fisheries, Social Development, Cogta, etc. should Provide Land and other Support Services to Cooperatives through the National Apex Cooperatives Bodies.

OUR REASONS:-

a. That only by implementing the above will Cooperatives development changes its outlook.

b. That the high Mortality Rate will be reduced because most Cooperatives will have Land, Support and or enter into Partnership.

c. Cooperatives will be able to Produce and increase the Production for Export and Local Market. This will reduce the Price of some commodities as unlike now.

d. Cooperatives will be able to establish its own Warehouses and Distribution channels which may link to W&R SETA.

e. Cooperatives will begin to contribute significantly to the GDP and maintain the Economic Growth like how Kenya survived recently because Cooperatives contribute was not less than 35% to the GDP.

At present Honourable. Madam Chairperson and the Committee, Municipalities and Provinces contribute very little because Legislation does not compel them to Provide serious Support and Land Provision to Cooperatives. We Propose that Legislation should be very specific to the Support and Land Provision to Cooperatives by Provinces and Municipalities including infrastructure at a minimum Rental. 

Our view is that if Cooperatives don’t build strong Agriculture and Manufacturing Sectors, the Country will face a serious unemployment and skills development challenges. Your serious Support is needed so that we develop many Black industries as they are the poor Majority in the Country nothing else.

11- CIS GRANT BY DTI AND SOFT LOANS.

NACOFSA has carefully looked at this matter and do believe that while the current CIS Grant of R300 000 to R350 000 assist in some way some of the Cooperatives to be sustainable, it is time to review the Grant amount in the following manner/ ways:-

a. That Legislation should address to increase the CIS Grant from the Present figure of R350 000 to R1Million for each Primary, Secondary Cooperative etc.

b. The Legislation should reduce the adjudication process to a maximum of 3 Months which will improve the Entrepreneurship Development and operations implementation.

c. The Legislation should indicate and specify funding Support Systems such as the National Treasury which every year receives Back unused funds like this year it has received ±R10 Billion. If we are serious to turn around the Cooperatives Sector, R1 Billion will be enough to work on as initial funds for Cooperatives development.

d. That CIS Grant adjudication Committee be reviewed to include some Members of Cooperatives who have a better knowledge and understanding of Cooperatives Enterprise development challenges.

e. The Legislation should change the CIS Grant System which is too complicated and does not Promote neither include administration, infrastructure provision, rate and services to Municipalities.

f. The Legislation should also strengthens, be more clear on the Support, funding and enterprise development to be given by NEF, SEDA, DBSA, IDC, etc. so that effective and efficient Support and funding is given to Cooperatives unlike what is happening Now. It should be a direction for the above and other Agencies to give Support and funding to Cooperatives.

g. That Legislation should include Land Bank Support Provision to Cooperatives particularly in Agriculture must be given Priority Support including soft loans with reasonable interest which will also teach Cooperatives not to only rely on demanding funding from Government and other stakeholders but beginning to practice self reliance and self help values. 

OUR REASONS ARE:-

i) If the above is included in the Legislation and effectively implemented Cooperatives development in the next two years will be at very high level. 
ii) The high Mortality Rate will be reduced to atleast 50% or less in the next three years from NOW.       
iii) There will be an increase in the skills development, Enterprise development and promotion of local and export Market.

iv) The development Agenda of Cooperatives and its contribution to GDP will be taken seriously by the Government, Public and Private Sector and will be at the centre of development planning of the Country.

v) The spin-off of those growths will promote establishment of Cooperatives Bank, insurance and other investments Portfolios creating an opportunity for Cooperatives sector to be self-sufficient and sustainable.

vi) That many Rural poor majority and students from various Education Institutions will be absorbed into the Cooperatives growing sector.

vii) That Cooperative will be playing a key Economic and Developmental Role in Africa and the World with their own Training Colleges/ Universities, Marketing Centres and Association, a big employer, like other Countries.

Therefore DTI should take NACOFSA seriously as a Partner and support us accordingly and appropriately as institutional and Administrative Capacity Support is urgently needed. 

We hope that this submission will assist you Portfolio Committee, Trade and Industry in finalizing the Legislation and Policies sooner than later. 

Attached hereto is a Cooperatives Business Chamber and a copy of our Presentation to the 6th of July 2012 UN IYC International Celebration Day in Kimberley. Also a copy of response from DTI on Support as referred in this submission.

Your feedback will highly be appreciated.

Yours in Cooperatives Development

Mr. Wellings W. Maseko

National Chairperson

Cell: 083 951 – 9250 

Email: wellingsmaseko@gmail.com and or nacofsa2010@gmail.com 
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