
Advances in Natural and Applied Sciences, 7(5) December 2013, Pages: 556-559 

 

AENSI Journals 

Advances in Natural and Applied Sciences 
 
 

Journal home page: www.aensiweb.com/anas/index.html  
   

Corresponding Author: FakerovKh.N., Professor, Ph.D. in Economics,Tajik State University of Commerce, Republic of 
Tajikistan, Address: 1/2, Dushanbe, Tajikistan, 

 Tel.: + 992-372 34 8346. 

Concept, content and socio-economic basis cooperatives in Islamic Republic of Iran 
 
1Fakerov Kh.N., 2Seyedesmaeil Mousavi 
 
1Professor, Ph.D. in Economics,Tajik State University of Commerce, Republic of Tajikistan, Address: 1/2, Dushanbe, Tajikistan. 
2PhD Candidate, Institute of Economy and demography, Academy of Science, Republic of Tajikistan, Address: Aini Street 44, Dushanbe, 
Tajikistan.  

 
A R T I C L E  I N F O  A B S T R A C T 
Article history:  
Received 14 November 2013  
Received in revised form 24 December  
 2013 
Accepted 28 December 2013  
Available online 15February 2014 

 
Key words: 
Cooperation, Economic, Cooperative 
movement, Iranian Cooperative. 

 This paper aims to studyand analysis the issues of cooperative sector in Islamic 
Republic of Iran. According to the theories, among the three sectors i.e. Public, private 
and cooperative sector probably cooperative sector because of participating people 
directly in its process, can work better for economic development and can be 
considered as a country economic developer example by job creation and others, Prior 
Work because Islam religion has invited people for having cooperation and also Iranian 
is a Muslim country then there have been a lot work on cooperative sector and this 
work is among the others who looks for the challenges and issues in this sector, 
Approach this paper looks for the challenges and issues of the cooperative sector in Iran 
to run effective cooperation, Results Cooperative sector in all developed and 
undeveloped and developing countries has its own challenges and in Iran as a fast 
developing country which want to speed the developing process then needs to consider 
the cooperative sector challenges in Iran and other countries as well, Implications 
Practitioners, academician and others who want to work on challenges and issues of 
cooperative sector in Iran and others. 
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INTRODUCTION 

 
Cooperative is the institution of voluntary activity of a group of economic agents who own a collective 

property and democratically control the works which must ultimately meet their economic and social needs 
(Karimi, 2005). A co-operative is an autonomous association of persons united voluntarily to meet their 
common economic, social, and cultural needs and aspirations through a jointly-owned and democratically-
controlled enterprise. 

International Labor Organization (ILO) pays constant attention to the development of cooperative 
movement, considering cooperatives an important   institution, which provides for the sustainable development 
of the society (Hagen Henry, 2012). 

Co-operatives are based on the values of self-help, self-responsibility, democracy, equality, equity and 
solidarity. In the tradition of their founders, co-operative members believe in the ethical values of honesty, 
openness, social responsibility and caring for others. 

The co-operative principles are guidelines by which co-operatives put their values into practice. 
A. Voluntary and Open Membership: Co-operatives are voluntary organizations; open to all persons able 

to use their services and willing to accept the responsibilities of membership, without gender, social, racial, 
political or religious discrimination. 

B. Democratic Member Control: Co-operatives are democratic organizations controlled by their members, 
who actively participate in setting their policies and making decisions. Men and women serving as elected 
representatives are accountable to the membership. In primary co-operatives members have equal voting rights 
(one member, one vote) and co-operatives at other levels are also organized in a democratic manner. 

C. Member Economic Participation: Members contribute equitably to, and democratically control, the 
capital of their co-operative. At least part of that capital is usually the common property of the co-operative. 
Members usually receive limited compensation, if any, on capital subscribed as a condition of membership. 
Members allocate surpluses for any or all of the following purposes: developing their co-operative, possibly by 
setting up reserves, part of which at least would be indivisible; benefiting members in proportion to their 
transactions with the co-operative; and supporting other activities approved by the membership. 
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D. Autonomy and Independence: Co-operatives are autonomous, self-help organizations controlled by 

their members. If they enter into agreements with other organizations, including governments, or raise capital 
from external sources, they do so on terms that ensure democratic control by their members and maintain their 
co-operative autonomy. 

E. Education, Training and Information: Co-operatives provide education and training for their members, 
elected representatives, managers, and employees so they can contribute effectively to the development of their 
co-operatives. They inform the general public - particularly young people and opinion leaders - about the nature 
and benefits of co-operation. 

F. Co-operation among Co-operatives: Co-operatives serve their members most effectively and strengthen 
the co-operative movement by working together through local, national, regional and international structures. 

G. Concern for Community: Co-operatives work for the sustainable development of their communities 
through policies approved by their members. 

Co-operatives are businesses owned and run by and for their members. Whether the members are the 
customers, employees or residents they have an equal say in what the business does and a share in the profits.As 
businesses driven by values not just profit, co-operatives share internationally agreed principles and act together 
to build a better world through co-operation. Successful co-operatives around the world are allowing people to 
work together to create sustainable enterprises that generate jobs and prosperity and provide answers to poverty 
and short term business practices (ICA Agency, 2012). 

Since the establishment of the first cooperative in 150 years ago, there has been a tremendous growth in 
developing cooperatives throughout the world. Based on the latest statistics, approximately 800 million people 
are members of cooperatives in over 100 countries (F. GhiasvandGhiasy& J.F. Hosseini& I. 
Malekmohammadi& S, M.Hosseini, 2009). 

 
Traditional Cooperatives in Iran: 

In ancient Iran, there were groups of well-off benevolent people who used to venture in development 
activities such as construction of roads, bridges, caravanserais, mosques, water reservoirs, buildings, and other 
public facilities; ordinary working class citizens also contributed their shares by power of their arms and through 
cooperation if they did not have sufficient capital or liquidity. A concrete example of cooperation could be 
traced among rural dwellers of the country, a commendable practice inherited from old times and still prevailing 
among Iranian farmers. 

Like many other rural communities all over the world, Iranian farmers helped one another and participated 
in group activities including cultivation, weeding, irrigation and harvest. Such cooperation was a collective 
cultivation while preserving rights of ownership and individual profit from agricultural land. Villagers still 
practice this type of cooperation that seems to be more natural than working in the form of agricultural 
cooperatives.These traditional cooperatives are considered a high-profile partnership in human community as 
well as in Iranian society, though it is called differently among different cultures. Some old-fashioned 
cooperatives were named Boneh or Haraseh, Wareh and so on. 

Within the past couple of years, social and economic developments in the fabric of rural community, 
particularly by introducing agricultural machineries, extension of deep and semi-deep water wells, and using 
engine pump has diminished traditional group work or changed its framework, which resulted in creation of new 
form of cooperation and partnership in purchase, maintenance and sharing agricultural machineries. 

 
Iranian Formal Cooperatives in Pre-Revolution Era: 

Started since nineteen century, formal cooperatives are deep rooted in capitalist and socialist countries. 
However, this is a rather modern phenomenon in Iran, in fact only some decades old, if disregarding its records 
in conventional type of cooperatives. The launch of formal cooperatives in Iran dates back to inclusion of some 
articles in the Trade Law of 1924. These articles dealt with producer and consumer cooperatives. In 1935, 
cooperatives initiated their formal activity in terms of corporation and registration and a rural cooperative 
society was established in Davar-Abad of Garmsar City by the government. The basis for establishment of the 
mentioned cooperative was Trade Law of 1932  .The aim of establishing these cooperatives, which used to 
benefit from governmental supports, was to improve the welfare farmers (V. Borimnejad, 2011). 

Since birth of the first cooperatives in Iran up to 1941, three rural cooperatives with a membership of 1050 
farmers came into existence. Based on reference studies on cooperatives of this period, those who had visited 
western countries for acquiring knowledge and technology, had first been introduced to economic and social 
organizations. Establishment of the said cooperatives is indebted to the efforts and interest of these people. 
Nevertheless, illiteracy and its mental effects among disadvantage social classes hampered further growth of 
cooperative societies. It is interesting that a cooperative, under the regulations that have been devised for, was 
peculiar to industrial societies . 

At the first Cooperative Commission held in the Planning Organization, with the membership of a group of 
experts of Article 4 and United Nations, national cooperative plans have been discussed and approved by the 
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commission. To implement cooperative programs, Article 4 undertook the expenditures of dispatching 50 
civilian staffs to abroad to pass cooperative training courses. It also concluded a contract with Iranian 
Government and committed to assume cooperative training of civilian staffs . 

The number of set-up cooperatives, including rural cooperative funds and consumer cooperatives, barely 
reached one hundred societies up to 1951.In 1953, the bill on the first Cooperative Act of Iran was submitted to 
the parliament. It was inspired by cooperative laws of other countries .In 1955, the said bill was passed by the 
then parliament after some amendments had been incorporated and the first Cooperative Act of Iran was 
approved. It made the basis of establishment of many cooperatives, particularly after 1962. 

In 1962, by virtue of Note 2, Article 165 of the Act on Land Reforms, the farmers who received agricultural 
land had to already register as a member of rural cooperative society. As a result, more than eight thousand rural 
cooperatives were established within a short period of time, which later merged together and formed about three 
thousand cooperatives. Since 1967 that was announce as the year of cooperation, consumer, distribution and… 
cooperatives recorded a significant development quantity-wise. Thereafter, Central Organization for Rural 
Cooperatives of Iran (CORC), National Central Cooperative Organization, Ministry of Cooperatives & Land 
Reforms and… were established. In 1971, Cooperative Societies Act was approved, parts of which are still 
binding as the basis of cooperative operation. 

At the time of the Islamic Revolution there were 1,939 cooperatives with a membership of 2,177,634. 
Invested is 4,238 billion Rials and employment in cooperatives is formally 39,194 persons. 
 
Post-Revolution Cooperatives: 

The outburst of Islamic Revolution has changed public belief about cooperation. Revolutionary forces 
believed that revolution by itself is a manifestation of cooperation; they became excited of collective 
cooperation in the course of goods fair distribution during long-lasting strikes of the time and were inspired for 
future endeavors. New waves of hope swim in the thought of statesmen, in legislation and the new Constitution. 
This time, cooperation was highlighted and introduced not only as a tool to meet common needs, but also a path 
towards economic development, a high criteria for employment generation and a leading sector among other 
economic sectors of the newly- established republic system of country . 

Cooperative movement was incorporated in the Constitution and this laudable method which was once 
considered an economic approach, was credited with spiritual aspects. It manifested strong resolve of Islamic 
Republic of Iran for realization of economic justice and opened a new door to justice lovers. All reasons and 
trends of cooperative movement as the key economic sector of the country could be outlined in Articles 43 and 
44 of the Constitutions. 

Article 43 defines provisions for national economy to achieve objectives of social economic independence, 
deprivation and poverty eradication, satisfying human requirements in the course of development. Provision of 
decent job means for all, particularly for those who are able to work but have no access to its facilities in the 
form of cooperative through granting interest-free loans or any other legitimate way, which prevent from wealth 
accumulation by special groups, nor it allow government to turn into an absolute employer (Constitution, Article 
43 & 44) 

Article 44 of the Constitution stipulates that national economy falls into three public, cooperative and 
nongovernmental sectors. It explicitly shows the importance of cooperative sector when it reads that public 
sector operation should be limited to a certain extent and that nongovernmental sector is complementary to the 
two other public and cooperative sectors. The provisions specified for legal support of triple sectors’ ownership 
suggest the strength of cooperative sector and an emphasis on its development (Tose,eta,avon bank, 2012). 

Cooperative sector of the Iranian national economy was established aiming at balance the economic 
activities and governmental economy, prevent capital centralization in the hand of some certain people, promote 
public participation and ownership, create a dynamic society in which talented and capable people can pool their 
capabilities, properties and capitals and take loans from the government- based on the paragraph 2 of the 
Principle 43 of the Constitution the government is obliged to support financially and grant loans to the 
entrepreneur cooperative enterprises who take action to establish SMEs.  

Ministry of Cooperatives was established as the governmental representative of cooperatives in 
government, in order to ensure and pursue appropriate governmental supports to this sector through policy 
making, supervision and guidance (Iran Central Chamber of Cooperative, 2012). 

Throughout the twentieth century, co-operatives have played an integral role in the social and economic 
development of Iran. Initial forms of co-operation have evolved into an extensive network of co-operatives 
involved in a wide range of activities: agriculture and resources, community development, education, wholesale 
and retail, financial, community service, and other types of co-operation. 

The impact of co-operatives on communities is substantial, especially in the smaller centers, where they 
ensure competitive prices and supply a wide range of services. Co-operatives also play an important role at the 
provincial and sectorial level. In 2010, Capital investment by the co-operative sector totaled 499,587,749 



559                                                        Fakerov Kh. N. and Seyedesmaeil Mousavi, 2013 
Advances in Natural and Applied Sciences, 7(5) December 2013, Pages: 556-559 

 
million rials. Co-operatives employed 2,050,271 people. The table following provides a summary, by sector, of 
the economic impact of co-operatives in Iran. 
 
Table 1: Excerpt of cooperative sector in Iran -2012 

 Number Members Capital 
(million Rials) Employment 

Pre-Revolution 1939 2177634 4238406 39194 
Post-Revolution 178515 39517576 49958749 2250271 

Source: Ministry of Cooperatives, Labour and Social Welfare, 2012. 
 
Now, there are 178515 cooperatives. More than 800 percent compared to before the Islamic Revolution. 

Members is 31 million (1400% growth), invested is 499 billion rials (1,000% growth) and employment in the 
cooperatives has increased to 2 million (5000% growth). 
 
Conclusions and Recommendations: 

1. Co-operatives promote local pride and social integration, local control and local reinvestment 
2. Co-operatives behave differently 
3. Co-operatives stabilize and contribute to growth in communities 
4. Co-operatives stabilize and contribute to growth in regional economies 
5. Co-operatives have a strong impact on both the current leadership in rural communities and the 

development of new leaders 
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