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INTRODUCTION,

1.1. A Working Group has been constituted ‘by the Ministry “of
Food & Agriculture, for considering the administrative and organi-
zatipnal arrangements required for implementing the resolution” of the
National Development Council on Co-operative Policy (Appendix) adop-
Led on November 9, 1958. The Group consists of the following mem-

ers ;

[. Shri K. R. Damle, ICS,
Secretary, Department
of Agriculture, Ministry '
of Food & Agriculture. - - Chairman

2. Shri M.R. Bhide, ICS*,
Adviser,;

Programme Administration,
Planning Commission,

3. Shri Tarlok Singh, ICS,
Additional Secretary,
Planning Commission.

4. Shriy. 7y, Anjaria,
Chief of Economic Division,
Planning Commission,

5. Shri B. Venkatappigh, iC ¢
Deputy Governor,
Reserve Bank of India.

6. Shri B.P. Patel, ICS,
" Managing Director,
State Bank of India.

7. Shri G. D. Goswami, IAS,
Adviser, Co-operation,
Ministry of Community Development
& Co-operation.

8. Shri K.L. Ghei,
Joint Secretary, -
Ministry of Finance,
(Deptt. of Expenditure)

*Has taken over as Additional Secretary, Deptt. of Co-operation in the M inistry of
Communit_y Development & (;o-operation,




10.

11.

12,

Shri B.P. Bagchi, ICS,
Joint Secretary,
Deptt, of Food, Ministry
of Food & Agriculture.

Shri M. V. Rangachary,
Special Secretary,
Ministry of Finance.

Shri R, H. Chishti, IAS,
Co-operation Commissioner.

‘Shri M. P. Bhargava,
Additional Co-operation Commissioner,

1.2 Meetings of the Group were held on the 18th and 19th Novem-
ber, 8th and 9th December, 16th and 17th December, 1958, 14th to 16th
January and 27th to 20th January, 1959. Apart from the discussions at
these meetings, there were & number of informal - discussions between
various members of the Group at Delhi and Bombay.

2. OBJECTIVES OF THE RESOLUTION,

2.1 The main considerations and objectives underlying the resolu.
tion are as follows : .

)

i)

(iii)

(iv)

The development of the co-operative movement should be
directed towards intensifying agricultural produc@?‘; mobi-
lising local man-power and resources, and, in genera,l terms
rebuilding the rural economy. ’

For this purpose, co-operatives should be organized on the
basis of the village community as the primary unit and co-
operation should be developed as a peoples’ movement. It
should bring within its fold all villages and all rural families
within as short a period as possible and, at any rate, not later
than the end of the Third Five Year Plan.

Each village co-operative society should draw up a compre-
hensive programme for increased agricultural production in
the village and with such a programme the grant of credit
should be closely linked.

To achieve the objectives of increased agricultural production
and the rebuilding of the rural economy, rural co-operatives
should undertake various specific measures such as the full
use of irrigation facilities available and application of im-
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proved agricultural techniques. Other programmes of im-
portance for the rural economy such as the promotion of
animal husbandry and village industries should also be
undertaken by the co-operatives, °

(v) For the programmes of increased agricultural production, it
will be necessary to provide credit on a larger scale than for-
merly envisaged and the targets laid down in the Second Five
Year Plan should therefore, be enhanced. Moreover, co-
operative credit should be made available on a liberal scale
and on terms suitable to all farmers, especially those not
able to obtain credit under ordinary ‘commercial banking
principles’. '

(vi) Co-operative Marketing should be linked with credit and
arrangements should be made to collect the surplus agricul-
tural produce from farmers through village co-operatives and
marketing societies at assured prices. This would ensure
larger supplies of foodgrains for meeting the needs of wurban
areas as also larger credit facilities for the rural areas. The
programme of co-operative processing, especially of food
crops, should be enlarged. '

(vii) Training programme on a large scale should be organized for
village leaders to serve on co-operatives and for young men
in rural areas to work as Secretaries of village institutions.
The Co-operative Departments of States should be streng-
thened.

(viii) Co-operative Law and rules and the present procedure for

. registration of co-operatives, grant of loans by them, and

their management should be made simpler. They should be

such as will help and not impede the development of co-
operation as a popular movement,

(ix) Taccavi loans and other facilities should be chan_nell.ed
through co-operatives. This and similar measures will in-
duce villagers to join co-operatives.

3. SIZE OF THE PRIMARY RURAL CO-OPERATIVE

3.1 The Resolution indicates that a Primary Rural Co-operative
should be organized on the basis of the village community a§ the primary
unit and that the members should have intimate knowledge of one .a_nother
as well as a sense of mutual obligation and concern for thf-. rehabilitation
of the weaker scctions of the community. It is suggested in the Resolu-
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tion that where villages are too small, they may, with the consent of the
communrities concerned, be formed into larger groups with a population
of about 1,000. The resolution also contemplates that, by and large, the
Co-operative and the Panchayat would serve identical areas. We consider
this to mean that ordinarily a primary society will serve one revenue
village, including its hamlets, and that where such villages are too small,
they may be grouped so as to include a population of about 1,000 under
the co-operative. There may, however, occur cases in which two or more
villages within a fairly compact area are grouped together, thereby
covering a population of slightly more than 1,000. It may also be the
case that such an area includes more than one Panchayat, Further, the
actual jurisdiction of a village co-operative and that of the Panchayat,
as they exist today, may not be identical and a certain amount of ad_]ust-
ment between their respective boundaries may be required. The organi-
zation of co-operatives, should not however, be stopped anywhere merely
because the panchayat area is about to undergo reorganization.

4 FUNCTIONS OF THE VILLAGE CO-OPERATIVE

4. 1 The Resolution has, in addition to the general indication that
the village co-operative should assume responsibility and initiative for
social and economic development at the village level, specificially outlined
the various functions which it is expected to undertake. These include.:—

(a) the provision of credit in close co-ordination with the pro-
duction programme for the village, and assistance in parti-
cular to those who do not obtain credit under ordinary
commercial banking principles;

(b) linking of credit with marketing;

(¢) the full use of irrigation facilities available including under-
taking the responsibility for maintaining minor irrigation
works and for excavating and maintaining field channels;

(d) makmg adequate arrangements in the village for producmg
seeds and organic and green manures; ,

(e} arranging for the distribution of fertilizers received for the
village and their supply on credit to farmers;

(f) promotion of - animal husbandry and other programmes
supplementing agriculture, including village industries;

(g) application of improved techniques such as dry farming,
contour bunding, soil conservation, etc.; and
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(b):..consolidation of holdings and other works of benefit to the
community. o

The village co-operative would include within itself all the fami-
- lies living in the village, whether they are cultivators, agricultural
labourers, artisans or other groups (e. g. fishermen) and not only provide
them credit and certain essential requirements such as agricultural req-
uisites or consumer goods but also undertake a large number of other
economic functions.

4.2 These functions cover a wide field of activity and naturally it will
take some time before all of them can be successfully undertaken.
‘There are however certain items which can be taken. up immediately
provided the' necessary enthusiasm is created and the necessary adminis-~
trative arrangements are made. These items also do not require finance
on a Jarge scale. Supply of good seeds and fertilizers and production of
organic manures in the village itself fall within this category. A number
of seed farms have been organized and more will be coming up in the
course of the next two or three years. . Seed from these farms is multi-
plied through the agency of registered growers. This, however, is not
enough. - The seed requirements of the country are very large and can
be adequately met only if every village produces the seed it requires.
‘Seed should be obtained from Government farms and registered grow-
rers and multiplied at the village level. For this purpose the society must
select suitable progressive farmers in the village and they should be given
every assistance in growing good seed: The seed produced by them
should be purchased by the society and distributed to farmers. The
- finance required for producing such seed will not be much. .-Tl:ie seed
purchased shouldd be distributed to members in the form of loans in kind
to be recovered after the harvest,

- 43 Chemical fertilizers have become popular and the demand for
them is increasing.  Societies should arrange to get them from marke-
ting societies or other organizations which are selling them as the agents
of Government. At present there is an acute shortage of chemical ferti-
lizers and the distribution of the quantities available must therefore be
made on a rational basis. In doing so. priority should be given to
small farmers who without resources of their own cannot get them from
the open market. '

4.4 Every society should organize the production of organic manu.
res locally through various means, e.g. green manuring, compost, might
soil, etc, A comprehensive programme for this sho.uld be Pfe,pal.-ed and
implemented through its members, The finance required for this is gene.
rally very little. . o
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- 4.5 The highest priority for credit for the above purposes should
be given, Other items requiring credit will naturally have to wait till
more funds are available. Side by side with the provision of credit it is
essential that effective steps for linking credit with marketing through
marketing societies at the market level are taken. Unless this is done,
prompt repayment of loans to Central Banks will not be possible and
that will adversely affect the availability of further credit.

5. GENERAL PRINCIPLES FOR DEVELOPMENT OF
RURAL CO-OPERATIVES '

5.1 We have carefully studied the poIicy regarding the development
of co-operation as enunciated in the Second Five Year Plan and for
reference quote—

*“In a country whose economic structure has its roots in
~ the village, co-operation is something more than a series
of activities organised on co-operative lines; basically its
purpose is to evolve a system of co-operative community
organisation which touches upon all aspects of life.

This can be supplemented by other quotations butit is not really
necessary to do so. Broadly speaking, the policy is to re-organise rural
economy to the maximum possible extent on the basis of the village as
the primary unit.  The Second Five Year Plan fully recognised that vill-
age organisations would have to be supplemented by organisations at
higher levels both in respect of specific purposes and specific interests.
For example, it provided for marketing of agricuitural produce through
a marketing society for a group of villages based on the marketing centre.
The Plan also provided for the organisation of a number of large-sized
credit societies serving groups of villages, for organisation of new village
societies and revitalisation of existing village societies on a large scale.
A provision for industrial co-operative societies for a group of villages to
serve the interests of artisans and craftsmen also was made.  State par-
ticipation in share capital at various levels was also provided for. It wiil
‘thus be clear that the Plan provid?d for co-operative effort in a variety of
ways and that there was no rigidity of approgh in the m
in which these efforts were to be made.

ode and manner

5.2 In this conuecﬁion. we consi'der' it necessary to briefly mention the
pasic principles on which co-operative institutions have been organised in
many democratic countries. A co-operative institution is not only a ser-
yice or developmental agency or &n Enstrument f?f social reform, it is also
4 voluntary association under a specific law which converts that associ-
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ation into a corporate entity. As a corporate body, the society has
assets and liabilities; it undertakes business and enters into financial tran-
sactions; it has legal rights and obligations not only as between its mem-
bers but externally vis-a-vis outside bodies e. g. a bank which lends to it.
Itis, therefore, a well-established co-operative principle that the func-
tions undertaken byany one co-operative unit should be based on a
community of interests shared by a large majority of the members cons-
tituting that unit. The emphasis has to be on. the provision of such
services as are generally required by almost all members. Where any
other activities are contemplated, the question arises whether they involve
an extent of financial investment or a degree of financial risk such as
are likely to hamper or jeopardise the successful performance of the more
basic and general functions of the particular type of society. If the
answer is in the affirmative, it follows that these other activities should
normally be entrusted so far as the financial and legal aspects are
concerned to another co-operative unit, though of course both units
will work in the closest co-ordination. '

5.3 We have considered if the National Development Council Reso-
lution envisages that the functions enumerated in paragraph 4 above have
necessarily to be undertaken by a single all-purpose village society.

“If the impression that it does so is correct, it will mean that the society
will be responsible not only for the provision of credit, the supply of
agricultural and other production requirements and of consumer goods
to members and the marketing of produce through a co-operative mar-
keting society but also various other measures of importance for increa-
sed production and employment. It may in its corporate capacily
have to undertake activities involving long-term investment or financial
risks e. g tubewells, cottage industries, milk supply, etc. It may
start with a minimum programme of work and take up all the addi-
tional activities as it develops. The ultimate pattern would be one
village - co-operative which actively plans from within and carries out
all the functions enumerated in paragraph 4 above. Such an organisa-
tion will ‘encounter many inherent difficulties. ~ An important difficulty
will be that while in a function like the provision of credit all the mem-
bers will be interested and will be prepared to assume ce1:tam obliga-
tions and risks associated with that function, the same will not hold
good with reference to functions which are only of interest to 2 few
individuals or groups. Lack of general interest in a particular progra.
mme will usually result in no active steps being taken to push flox.'wau:d
with it.  If a separate society is organised for a _Spf{'c}ﬁ_c activity in
which a number of members are interested, the liabilities and risks
associated with it need not be assumed by all the l.nembers and the
activity is therefore likely to be pursued with enthusiasm by members
who are primarily interested in it. The important principle to follow
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* in this respect is that the credit function which is of primary importa-
~nce to all the people in the village should not be combined in the

‘same organisation with other functions in which only a few people are
. interested: and also with functions which involve long-term investment
- or financial risks. 1In a society which seeks to carry out too many fun-
ctions there is a serious danger that even the simpler  and more basic
function i. e. credit, may suffer and if this happens, it it is likely to
demoralise the people and destroy their faith.in c6-operation as a move-
ment. - S . -

- 5.4 The National Development Council Resolution envisages that
. specific measures required for increased agricultural and other produc.
. tion are carried out through the village co-operative in which every
- family -is represented. The Resolution does not, however, specifi-

cally say that all these activities must be carried out by one village
_-co-operative only. All that is said is that the work should be organised
on co-operative lines. The Resolution clearly provides for the organ-
isation of societies for specific purposes for an area larg-'er than a
village. The organisation of co-operatives covering a group of villages
- for specific functions is also, we feel, not against the policy laid down
in the Resolution. Similatly, we consider "that a village can have, in

‘addition to the village muiti-purpose society, one or ‘more co-opera

- tives in the village for specific tasks or specific interests. '

- 5.5 We have carefully considered the policy as laid down in - the
Second Five Year Plan, the-policy enunciated in the National PDevelop-

- ment Council Resolution and the basic principles of co-operaiion and
feel that thereis really no conflict between them. Policies in respect

- of a field of activity like ¢co-operation have to be laid down-in a gli.)ven
- set of circumstances and as developments take place and: conditions
change, the policies may require modification. - The Council also reco-
gnised that conditions differed in different parts of the éount;y' and

- that it would be necessary for each State, according to its conditions,
to organise the development of the co-operative movement along lines

"set out in the Resolution. The proposals we make are intended to
- -provide for the maximum possible progress during the next few years.

6. DIVISION OF FUNCTIONS BETWEEN PANCHAYATS
& CO-OPERATIVES.

6. 1 It is necessary at this stage to consider the demarcation of the
functions at the village level as })etween the Panchayats and Co-opera-
tives. The Panchayat is primarily an administrative body which com-
prises all the people in the village and has revenue resources and tax
powers; while the village co-operative is essentially a business organ-
jsation whose resources are largely based on contractual obligations.
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Without going into detail, it may be stated that there are some func-
tions which the Panchayats alone can undertake and some which only
co-operatives can discharge. At the same time, there are other func-
tions at the village level which it should Lﬁermissible' for either the
‘Panchayat or the Co-operative to take up according to the local circum-
stances. There should, however, be the fullest co-ordination between the
Panchayats and the Co-operatives. One way of bringing about such co-
ordinatioq might be for the village Panchayat and the village Co-operative
to have a joint committee which will not only co-ordinate the functioning
of the two institutions but also from time to time consider and advise as
to which of the additional functions contemplated should be undertaken
by the respective bodies.

7.. COMMUNITY DEVELOPMENT AND CO-OPERATION

7.1 The philosophy - of community devlopment has been explained in
great detail in a number of documents and it is therefore unnecessary" to
- explain it again at length, The objective is to develop the rural areas on
' a community basis with the village as the primary unit.  There are two
_ pivotal points in this connection (i) that the movement should be broad
based on village self-government and (ii) the role of the trained village
level worker who should be the common agent of all development depart-
ments at the point of contact with the village and as the link between
the villages and the development teams at the block and district levels
‘making a unified approach - possible. As has been stated earlier, the
‘Natwnal Development Council ' Resolution also envisages development
of co-operation with the village as the 'primary unit. - The community
development organisation must therefore come into the picture much
more actively as an agency for the development of. co-operation along
with the development of other activities. It is in this connection that the
~ block extension officers and the village level workers assume very impor-
tant roles. : : -

‘72 The Co-operative Extension Officer will be incharge of .the
co-operative work in the block and the primary responsibility for advising
and assisting -village socicties will be his, He will have to supervise the

- work of Village Level Workers so far as co-operative activities are con-
~cerned and must see that Village Level Workers give adequate aitention
to co-operative societies in the block. The other Block Extension Officers
must also assist the village co-operative societies in their work. In this
respect the Agricultural Extension Officer has a vital role to play. The
main activity of the village societies. will be to formulate the production
programmes of villages and make arrangements for the necessary supplies
and credit required to implement these programmes. Agricultural Exten-
sion Officers must therefore guide and supervise village level workers in
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the preparation of such programmes and in assisting the societies in
various measures required for implementing the programmes.

7.3 Co-operative Extension Officers are being given training for a
period extending over a period of 11 months, Arrangements to send
them to refresher courses after every 2 Of 3 years. in order to bring their
knowledge of co-operation up-to-date should be made. In addition, it
will be useful if every Extension Officer particularly the Agricultural

Extension Officer is also given training in co-operation for a period of
about one month.

7.4 At present the charge of avillage level worker covers on an
average 10 villages. He is the common agent of all development depart-
ments. His duties are multifarious and generally speaking it has not so
far been possible for him to devote as much time to co-operative activity
as is both desirable and necessary. The large plan of co-operative
development envisaged by the National Development Council will only
be possible if the services of village level workers are available for this
purpose ina much larger measure than has been possible in the past.
How this can be ensured e,g. by increasing the number of village level
workers or reducing the range of their functions or in both of these ways
is a matter with which we are not directly concerned, but we would
certainly emphasise that for the success of the programme with which we
are here concerned, the village level workers will have to be enabled to
give the highest priority to agricultural production, Panchayats and
CO-operative's. The village level worker’s primary responsibility in respect
of co-operation w?uld be to give general support to the development of
co-operation, particularly in publicity, propaganda and organization. 1In
addition, the village level worker must give every possibie assistar;ce to
the village co-operative society in implementing its plans of production
and particularly inrespect of various services which are to be undertaken
by the society The village level worker must assist the co-operative
societies and their staff in every possible way. Co-operative societies at
the village level will generally have to work with honorary or part-time
staff and they should receive every assistance from the village level
worker who should be their main contact with various development
departments and other agencies, Itisat the same time important to
emphasise that the 'village level worker should in no way interfere with
the day-to-day funct:on_ing of the society, or persuade it to give or reco-
mmend loans against its better judgement or, in general, hamper the
initiative of the members and directors of the co-operative.

7.5 If village level workers are to perform the duties mentioned
above, it is essential that they have a fairly adequate grounding in what
Co-operation is and how cq-operative societies function, The subject
of co-operation no doubt is one of the subjects in the curriculum of
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training of village level workers, but generally speaking they do_not know
- enough about the subject to be able to do the work they are expected to
do. Itis, therefore, essential that all village level workers should under-
go a course of training in Co-operation. It should be possible to give
them the necessary training in a period of three months. The training
shoud be given at the extension training centres.

7.6 Ttis also necessary that villagelevel workers who have received
some kind of training in Co-operation should periodically attend refre-
sher courses lasting for about a month. Such refresher courses should
be held throughout the year so that village level workers are not only
trained once, but their knowledge is kept up-to-date. Programmes for
this should be drawn up and implemented without delay.

8. PATTERN OF ORGANIZATION FOR IMPLEMENTING THE
NATIONAL DEVELOPMENT COUNCIL RESOLUTION.

8.1 It is against this back ground that we have to make our recom=
mendations regarding the pattern of organisation that can be expectefi to
achieve the objectives of the National Development Council Resolution.
We put forward two patterns, one for general adoption and the other
for adoption in special circumstances in which the general pattern may,
for some time to come, be difficult to apply. In what follows, W€ refer to
the first as Pattern number One and the second as Pattern number Two.

PATTERN NUMBER ONE

8.2 The resolution of the National Development Council has placed
the responsibility and initiative for social and economic development at
the village level on two village institutions, the co-operative and the
panchayat, The panchayat is a civic body representative of the entiré
community. A co-operative by its very nature is composed of those who
voluntarily join it as members. In the context of the National Deyelop-
ment Council’s resolution the aim is to bring within the co-operative all
rural families within the village community. Given universal me{nber-
ship, the co-operative becomes as representative a body as the village
panchayat and, in the final analysis, the distinction between the fl{H?twﬂS
of the two bodies is that between activities which are primarily cmc.alfd
administrative in character and those which are primarily econromic il
character or relate to business aspects.

ation, which
1 Resolution,
unity can

8.3 Tn considering the pattern of co-opera[ive organiz
will fulfill the objectives of the National Development Counci
it is necessary to indicate the extent to which the village corm '
be visualized as a single entity for the purpose of carrying out various
economic activities. It is clear that at this stage of development there is
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a certain . distinction between the interests of farmers, of artisans and: of
landless workers, although any increase in general production or employ-
ment benefits all sections- of the community. In the Second Five Year
Plan, it is stated that :—

«the aim of policy should be in the direction of -making the
village a primary unit of management in agriculture and in many
other economic and social activities which bear closely on the
welfare of the rural people.”

1t is recognized that progress along this direction will take time and
will be dependent upon a series of activities and processes of development
which are followed up as part of integrated programmes for the develop-
ment of co-operatives, panchayats and various commuaity activities.
The main consideration is that while taking steps to deal with the econo-
mic problems of different sections of the community, the need for streng-
thening the community as such through emphasis on common interests
and obligations should be constantly borne in mind. In the development
of village institutions, it is desirable to avoid too rigid a view as to the
patterns to be evolved and the activities to be undertaken. Under one
et of circumstances, it may be possible for the village organization to
take up activities which under another set of circumstances, may in fact
become an element of weakness. It should also be stressed .that, while
giving full scope for initiative and organic growth, development at the
village level should be integrated with dévelopment planned for larger
areas such as development blocks, tehsils, ete.
!4, 8.4 In accordance with the resolution of the National Development
uncil, the Village Co-operative has first and foremost to be a service
co-operative. In this context its primary functions are the provision of
short and medium-term credit, supply of agticultural and other production
requirements and the marketing of agricultural produce. In addition to
these functions, the co-operative will help formulate and implement a plan

of agricultural production for the village and undertake such educative
advisory and welfare work as may be feasible, -

8.5 The resolution of the National Development Council views the
growth of the village co-operative in relation to the village economy as a
whole and, more especially, stresses agricultural production and ac¥ivities
which will promote fuller employment. These objectives are closel
connected and while, in abstract terms, it may not be easy to draw fh);
line between activities which a village co-operative might undertake and
those which it might not undertake, in practice the decision will depend
on the capacity of the village organisation.

8.6 Before a village co-operatiye can contemplate going beyond its



13

minimum service, advisory and extension functions,-its ability to -under--
take these in a satisfactory manner must first be assured. This itself is an
immense task which will call for large resources in finance, manpower and
extensive non-official interest and leadership. During the next few. years,
therefore, it is reasonable to expect that the primary task of village co- -
operatives will be to equip themselves to discharge their service functions
in an efficient manner and to extend their membership so as to include all
rural families. Under favourable conditions some functions other than
these may be undertaken by specially well-organized village co-operatives
by way of extension of their main service functions, but more often spe-
cial activities will demand that separate co-operative organizations suited
to the purpose should be brought into existence.. :

8.7 In defining the nature of co-operative organisations which may
be necessary for supplementing the work of village co-operatives whose
functions, as stated above,.are likely for several years to be mainly
of a service character, the considerations to be keptin view are the
fpllowing:— :

(i) Artisans will normally require separate co-operatives Wwhich may
be on a village basis if their number in a given village is sufficient or
may cover several villages according to the tasks to be performed and _the
numbers to be dealt with. The building up of rural artisans’ co-operatives
is closely connected with technological improvements in agriculture and
the consumption requirements of rural areas. A large part of the
demand for products turned out by rural artisans must come from rural
commum.ties. It is, therefore, desirable that as members of the village
co mmunity, artisan families should be members of the village co-opera-
tive. For the development of their skills, supply of raw materials and
equipment and marketing on a large scale, co-operatives comprising
artisan.s in different branches will generally be required. Since the co-
operative credit organization has to be visualized as a well-knit and
integrated structure, it may in. certain circumstances be possible to

provide credit facilities at :the village level through  the village co-
operative. ‘ :

.(il) Economic activities which call for grant of credit for long
periods have so far been linked with mortgages of land. In view of the
varlous measures of land reform which have been taken or are 1in
progress, the position in respect of long-term credit and the lines along
which it should be developed through co-operative agencies is at present
not sufficiently clear. It is agreed thata primary co-operative society
should be concerned with the supply of short-term and medium-term
finance, leaving it to land mortgage banks or to other special agencies
to provide longterm finance. Further, those activities which involve
members of the village co-operative in long-term investment are better
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undertaken through separate «co-operatives rather than_ as part of the
normal functioning’ of the village co-operative. ~Thus, where groups-of
individuals within a village desire to sink a tube-well or run a co-operative

farm, separate co-operative societies distinct from the main village coO-
operative should be organized. :

(iii) There are some activities which may be of interest only toa
limited number of members of the village co-operative, Whether those

should be organized as part of the normal work of the village co-operative

or as distinct individual or co-operative activities is a matter to be decided

according to local circumstances. Thus, under certain conditions an
activity such as soil conservation may require the formation of a special’
co-operative of those land-holders in the village who stand to benefit. On
the other hand, where the main component of the cost of soil conservation
activities is the labour required, the village co-operative, along with the
village panchayat, may organize the labour force of the community for a
series of activities, some of which benefit directly one group of owners,
some another group, but all of which help towards the expansion of
production within the village. The beneficiaries may be reqiﬂred to
provide the labour or pay for the cost of labour at village rates or may
agree to contribute a prescribed sum of money for every acre of land
benefited. Again, whether in such activities the leading role should be
that of the panchayat or the co-operative or both acting together is a
matter to be considered according'to circumstances. It may be that for
many years to come, where financial assistance has to be given for works
of a community character, the panchayat may be the appropriate institu-
tion. Under other circumstances, it may be possible for a co-operative to
assume such responsibilifies, The important point is that, while giving
due emphasis to sound organisation and avoidance of unnecessary risk,
much must be left to the natural evolution of village co-operatives and

vi_llage panchayats and the measure in which they are in fact competent to
discharge larger responsibilities towards the community.

(iv) Thereare ga‘ny activities in which the primary organisa{ion has
to be‘ large.r than a village. Indeed, the scope of such activities will pro-
gressively increase as rural development proceeds. It is already visualized
tha:t fc_:r agrlf:ultural me'uketing, there should be primary marketing
s?c1et1es serving .approprlate marketing regions or mandi areas and that
village co-opera:twes should be linked with them as agencies for collection
and sale of agricultural produce at assured prices: The question Which
arises for consideration Is whether, in those cndes in which activities are
organized for more than one village, the beneficiaries concerned from
different villages should be brought into a special co.operative or whether
village co-operatives should together constitute such a special co-aperative.
Soil Gonsetvation works are cited as an instance In this connection, 11 is

unnecessary to take too fixed a view in respect of questions such as these,
as so much must depend upon the circumstances and the needs of the
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‘situation as well as the ability- of village co-operatives to providé the
necessary leadership in organizing local manpower resources. The forma-
" tion of special co-operatives to meet the requirements of beneficiaries such
as artisans or poultry-breeders or dairy-farmers can be undertaken accor-
ding to the requirements of the situation. Yet where, as in soil conserva-
tion works, the primary issue is whether and in what manner the rural
labour force can be fully harnessed for building up permanent local
assets, the beneficiaries alone may not be able to carry out the necessary
works. and it may become necessary to bring together several village
co-operatives or panchayats as partners in a joint undertaking which
affects more than one village. It is likely that where for larger under-
takings village co-operatives or panchayats are in a position to assume
leadership in coming to suitable arrangements with similar institutions
in neighbouring villages, the needs of the beneficiaries themselves will be
best served through a number of village organisations mobilising their
labour resources and working together. Where this situation does not
prevail, the next best course, namely, for the beneficiaries to come
together as a co-operative or otherwise has obviously to be followed.

(V) Activities which may involve trading risks, as in the distribution
of consumer goods or in the processing of agricultural produce or in the
sale of milk or fruit- or vegetables, will need separate organisations
appropriate to the scale of operations to be undertaken, requirements
of capital, etc. These may often embrace more than one village. Tn
Some  cases it may be necessary for the village co-operatives 10
provide eredit to individual members of such societies.

Pattern Number Two

8.8. As already stated, Pattern number Two is put fom:ard, not
for general application, but for adoption in those instances in which
Pattern number One may not be immediately suitable. There are tracts
which are specially backward in the economic sense or are sparsely
populated. In these areas it may not be possible to organize in the near
f“t]“:e village societies which can adequately handle credit and other
aCtl_VltieS- There are also areas in which co-operative societies have for
varlous reasons been chronically stagnant and fail to render even the
minimum services, It is likely that in some of these cases the normal
programme of revitalizing the societies both for ¢redit and other purposes

may not hold near prospects of sucaess. There is thercfore a danper that
in our efforts to organize village societies handling various activities as

well as credit the important function of credit itsclf may suffer. It is

therefore felt that in such special circumstances individual societies should
be brought together into a credit union for the primary purposc of

credit. In this sense Pattern number Two is therefore complementary
to and not an alternative for Pattern number One. :
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8.9.  Pattern number Two seeks to combine two ideas: first, the.
idea of a small village co-operative so that the initiative for production
and development is vested in the village ; and second, the -idea- of a
compact credit union, covering a few villages, so that adequate credit,
without. which production will suffer, is ensured. More specifically, the
underlying object ds to create conditions as early as possible at the village
level itself under which the basic village co-operative society will be. able
to plan, promote, and even undertake various measures -for the improve-
ment of agricultural production, increase in employment and the full
" mobilization of man-power and other local resources, while, at the same
time, the credit union will provide the credit required by agriculturists
for fulfilling the programmes of increased . production,

. Vt:llage Society

8.10 It is necessary to describe the structure and functions of the
credit unions and village societies in some detail. Broadly speaking the’
function of providing credit to individual farmers and others in the -
village will be assigned to the credit union which serves a compact group

of villages and in which all the individual farmers as well as the villagcr

societies themselves are members. Thus, the risks associated with the

supply of credit in which outside creditors (institutions and individuals
others than the members of the village societies) afe concerned will be
separated from the risks associated with any new credit functions which
the village societies may decide to undertake.” The credit function being
thus entrusted to the union, the village society will undertake all the other

functions that can be taken up by a village multipurpose society in Pattern.
number One.

8.11 Every family in the village will be eligible for membership of
the society through one or more of iis adult members. The. minimum
share capital to be contributed to the society by a member will have to
be kept reasonably low, as he will also have to contribute shares to the '
credit union. Efforts should be made to bring all the families in the
village or group of villages into the society. The general body of the
society will meet as often as necessary to draw up the production
programme for the village community as a whole, based on individual

programmes, to fix the targets of production for different crops grown
in the village and to determine the responsibility of individual members
towards the attainment of these targets. _

8.12 Having thus decided upon the total and individual production -
programmes, the society will have to see that the resources and facilities
required are mobilized both in the village and ouiside it. Many of the
programmes for improved agricultural production can be carried out
in the village itself without much outside help and the village society -
can easily promote them, Activities like multiplication of improved



17

seed and green manure, preparation of compost, etc. may be undertaken
either by individuals of by the society itself, as may be found
convenient. If it is undertaken by individuals, the credit therefor could
be obtained by them from the credit union. If it is undertaken by the
society on a corporate basis, the society might have to borrow funds
from financing banks and could do’'so on the same basis 'as anv other

non-credit society now does.

8.13 Financial assistance in the form of loans to individuals will
come from the credit union and technical assistance will be provided
by the local comimunity developmem: organization. The loans will be
sanctioned by the credit union on their merits, taking into account. the
recommendations of the village society which will be based ‘on the
production programmes drawn up by the latter. They will be disbursed
by the credit union direct to the individual members as short or
‘medium-term loans. Long-term loans, where required, will be given
by the primary land mortgage banks directly to individual borrowers
‘who may apply for them. Individual farmers will have to be members
of both the village society and thé credit union, for ‘the latter will not
advance any loan unless the application is recommended by the- former;
nor will any loan be made to any one without his being a member’ of
the main village society. ' | o
Credit Union

8.14 We have already indicated the areas and special circums-
tances under which credit unions may be established.. The areas where
credit unions should be organized by affiliating to them existing societies
and by organizing fresh village societies, where there are none, might
be selected by the State Governments in consultation with the Central
‘Government. The constitution and functions of a credit union
and its relationship with other co-operative institutions are set out
below : ’

‘Area of operations :

8.15 So as to command adequate business, the credit union may
cover a compact area comprising a group of villages with a population
of 4,000 to 5,000, Its geographical area should not ordinarily cover
more than 3 miles from its headquarters, so that its office may be
accessible to all those residing in its jurisdiction. The physical bound-
ries of the union will, however, have to be determined with respect to
each locality as conditions vary from area to area.

Membership ;
8.16 Individuals residing within the area of operation of the credit
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union and every village society lyirig within its area will- be- ¢ligible for
membership in the union and should be enrolled - as members as early
as possible. But, as already stated, the membership of individuals in
the credit union will depend on their membership in the village society
affiliated to the credit union. The total membership of the union
should be at least 250 when it is registered and when fully developed, it
may be about 800 to 1,000.

Share capital *

8.17 As a credit union should have a strong base of owned capital
on which it can borrow adequate funds to finance its members, it should
build up a share capital of Rs. 20,000 to Rs, 25,000 as expeditiously
as possible. One of the efficient ways of promoting thrift in the country-
side is to collect large share capital for co-operatives. It would, there-
fore, be desirable that the bulk of the share capital required by the credit
union ‘should be collected from individual members; but as the credit
union will be organized in areas which are backward economically,
co-operatively or otherwise, it may not be possible to collect adequate
share capital from individuals in the initial stages. In such cases the
State Government. may, if it considers it necessary, contribute to the
share capital of the credit union upto the extent of the members’ contri-
bution on the condition that its shares should be retired within 10 years
from the date of contribution. The share-holdings of the village societies
in the credit union need only be nominal as their membership in the
union is not intended to enable them to borrow funds from it but only to
maintain an organic link between them and the credit union,.

Functions:

8.18 The primary function of the credit union will be to raise deposits
from members and non-members and borrow funds from the central
co-operative bank and lend them to individual members on the recom-
mendation of the affiliated village co-operative societies. In addition
the credit union will assist the village societies in their non-credit activities,
if they so desire. For instance, the union may build godowns in suitablé
centres where the village societies can keep their stocks of fertilizers or
collect the agricultural produce of their members before they are trans-
ported to the marketing society. Another very important function of the
credit union will be to stimulate the activities of the village societies in
regard to the functions assigned to them and guide them from time to

time.
Management :

_8.19 The management of the credit union will vest in a Board of
Directors consisting of one representative deputed by each of the affiliated
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village societies and representatives of individua! members. * The preserce
of representatives of the village societies on the Board of Directors of the
credit union will facilitate the sanction of loans recommended by the
village societies for implementing their production programmes and enable
the credit union to keep in touch with the activities of the village societies
and assist them in this regard.

Staﬁ":_ -

8.20 The credit union will employ a qualified full-time Secretary
trained in one  of the co-operative training centres, The Secretary will
have to visit. the affiliated 'village societies as often as possible and pro-
mote and assist these societies - in items of work connected with credit.
Although the credit union may be able to meet the entire expenses of
its staff, office-building and other expenses in a relatively short period,
it will be necessary to subsidize the credit union for this purpose in the
initial years. This subsidy may be on the same scale as we recommend
later for village co-operative socicties of Pattern number One, It should
be open to the credit union and the village societies by mutual agreement
-to pool the subsidies and meet the running expenses of all of them.
It may be that, in some cases, honorary workers will attend to the
functions of the village society if their out-of-pocket éxpenses alone
are mef,

-Relations. of the Credit Uri:‘oﬁ with other Co operative Institutions >

8.21 The credit union will have to be a member of the central
co-operative bank in order to borrow from it. It will also be a member
of the co-operative marketing society which serves its area. Membership
in the supervising union serving the area will also be necessary so that
the advantages of the supervision provided by the supervising union may
be derived by it. If there are functional co-operative societies operating
within its jurisdiction, the credit union will . mot finance them as
they will be affiliated to the central co-operative bank for borrowing the
funds they need,

8.22 The scheme proposed in Pattern Two, therefore, envisages, that,
although for certain purposes the credit union and the village societies
have been separated to form distinct legal entities, the two are so intima-
tely connected that, in fact, they may be said to constitute a single organic
unit and are expected to function as such., The membership of the
societies in the area of the union and of the union itself will be identical.
There is a separation of functions and a sharing of responsibilities.
While the credit union provides credit on the basis of a planned produc-
tion programme drawn up and promoted by the village societies, the
societies, in turn, act as controlling units and as important parts of the
mechanism which ensures the nroner utilization of funds as well as their
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recovery. - As the village societies are freed from the risks associated
with credit, they may devote their energies to activities for
increasing production and even undertake a certain element of risk
in this regard. Simultaneously adequate supply of credit is ensured to
the members of the societies. :

8.23 It is necessary to indicate how the establishment of credit unions
in certain areas may be co-ordinated with the existing structure of village
credit and multi-purpose societies, some of which, at any rate, may be
functioning satisfactorily and may hold promise of rapid development as
service co-operatives. The programme considered practicable in this con-
text is that, in areas where few or no co-operative societies exist, credit
unions and new village multi-purpose societies may be simultaneously
organized. As indicated earlier, where co-operative societies have been
dormant, credit unions may be organized in suitable areas with the con.
sent of the people and the existing village societies may be converted into
multi-purpose societies of the type envisaged. Where there are village
credit or multi-purpose societies which are functioning on satisfactory
lines, the organization of a credit union will be contingent on their volun.
tarily asreeing to join the union and adopting new bye-laws for the socie-
ties. If, by and large, the societies in a particular area do not agree to
join a union, it should not be organized there. If, however, a majority
of existing village societies agree to join a union, but one or two do not,
the union may be organized, leaving out the one or two village societies
to function as independent service and credit co-operatives. Moreover, &
constitutent society which, after a period, is itself able to look after the
credit function may be enabled under the bye-laws to opt out of the union
and function independently in the manner envisaged by Pattern One.
Indeed such a process could, at the appropriate stages, be encouraged
and for this purpose the State Governments should review the position
from time to time. In this sense Pattern Two would be a transitional
pattern from which the evolution would be to Pattern One. In other
words, side by side with the establishment of the credit union, efforts
must be made to organize the population to the maximum possible extent
in local organizations. Tt is the intention that eventually the functions of
the credit union will also be taken over by village multi-purpose societies
of Pattern number One and other co-operative organizations. How
quickly this can be done will depend on the actual progress.

The success of societies and credit unions under Pattern number Two
can be assessed only after it'has been tried out on a sufficiently large scale.

9. TYPE OF THF LIABILITY OF THE VILLAGF SOCIETY

9.1 The basis on whxch vxllage pnmary co-operative societies may be
organised is one of the important points to be considered. Most of the
existing primary societies were organized op the Raiffeisen model of un.
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limited liabilty primarily for supplying credit to small farmers and pet-
sons of limited means. Unlimited liability implies that every member of
the society assumes full responsibilty for the obligations of the society in
respect of the moneys borrowed by all its members. This principle was
considered important and useful in that it enabled the society to raise
more funds from financing agencies as all the assets of alt its members
formed the ultimate security for the loans given to the society. Thus,
theoretically the poorer members could obtain credit on the security
available on the basis of the property of the richer members. Mutual
knowledge among members and help to the relatively weaker members
thus assumed a legal shape in the form of unlimited liability. The liabi-
lity is of course enforceable only in the event of liquidation, and there
fore, only contingent in character. In fact, however, even for the pur-
pose of providing credit, it was found that unlimited laibility had certain
disadvantages. The richer classes of people in the village generally kept
out of the societies organised on this basis, since they were afraid that
in the event of failure their properties may be attached for discharging
the debts of the societies. In other cases, the relatively well-off people
formed a society of their own and did not admit the poorer sections of
the community on the ground that the well-off member would have to
assume responsibility for the liabilities of such members, in case of de-
fault. Insome States, it was also found the advantage of collective
security provided by unlimited liability was not in practice appreciable
as other conditions such as the requirements of mortgage of land as
security for loan and the subscription of certain proportion of borrow.
ing as share capital were still insisted upon. Further it was difficult for
those societies to widen the sphere of their activities and undertake func-
tions other than credit, because members would not be generally willing to
assume unlimited liability with regard to trading and produdtion acti-
vities which, in some cases, may result in losses.

. 9,2 In view of those features and of the growing preference for the
organisation of multi-purpose societies, there has been in recent years an
increasing trend towards organisation of new societies on a limited liab-
ility basis and the conversion of some existing unlimited liability societies
into those based on limited liability. In the case of jthe later type of
societies, the borrowing power of a society is determind as a multiple of
its paid up share capital and reserve fund, and the liability of each mem-
ber is limited to the share capital subscribed by him or a suitable multiple
of such share capital in the society. Thus, it is possible for people of all
categories-rich and poor - to join such a society without apprehension of
any great loss or hardship arising from the enforcement of unlimited liabi-
lity. It also facilitates the undertaking of certain activities allied to the
supply of credit such as distribution of agricultural requisites or cosumer
goods and the collection of produce for marketing. While the adoption
of limited liability facilitates the objective of covering all rural families
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as envisaged in the National Development Counnil Resolution and the
widening of the sphere of activities of a village society to the extent found
suitable, its borrowing power as indicated earlier” i8 directly related to
the paid-up share capital and reserve- fund of the society, the Ipultiple
being usually 5 to 8 times.  In these societies, therefore, the ability to
borrow from outside will naturally depend primarily on their owned
funds. The following figures indicate the present position and the trend
during the last 6 years with regard to the number of societies based on

unlimited and limited liability. It will be seen that there is a more rapid
increase in the latter type of societiesi— -

. Year = Unlimited Limited - ' i

o liability, liability. Total,

1951-52 . . 71,021 30,904 1,07,925
195253 . 79,403 732,225 1,11,628
1953-54 = 81,326 L 45628 1,26,954
1054-55 . 88,182 . 55,138 1,43,320
1955-36 ‘ 93,793 66,146 - 1,59,939
1956-57 © 91,723 . 69,787 - . ',61,510

9.3 Itis our view that the organisation of village societies on the
basis of limited liability will be more appropriate for the development of
cp-operation on the lines envisaged and the increasing trend noticed towa-
rds it should be encouraged. This, however, should not be a rigid patt-
ern for the country as a whole and in those States and areas where the
State quemment and the people feel that unlimited liability is more
appropriate, they may continue to .organise societies on that basis.

. 10. "CONTRIBUTION TO THE SHARE CAPITAL OF P
' RI
VILLAGE CO-OPERATIVES BY THE STATE MARY

. 10.1. Following the report of the All India Rural Credit Survey Come
mittee a nu‘mber of primary societies covering a group of villages have
been org_amsed"and in these societies the State Government have taken
shares el.ther directly or through apex and central co-operative banks
'ljhe National Development Council Resolution visualises primary so i‘
ties at thc_: village %evel. Some of the Registrars of Co-operative Syo ieiie-
who,f:onsmered.thls matter at the conference referred to earlier, ex : e;
the view that State participation in the share capital of selected’ villp o e
opefratlves would go a long way towards enabling the societies t ner cO;
their resources. During our discussion, therefore, the question c,haa;l i?‘;::n

whether the State should participate in the sh i
! e are capit i 1
co-operative societies. pital of primary village

Two sets of considerations
i ; ions have b
on this subject. ve been put forward

_ 10.2‘. The primal'y. village co-operative societies will be organised
increasingly on the basis of limited liability and according to the accepted
practice, the extent to which they can raise resources by way of ouf;-lde
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borrowings is directly related to their owned funds. It is expected that
in due course these societies will increase their membership and by col-
lecting larger share capital from members in instalments and by accumu-
lation or reserve funds will build up a strong financial position. It will,
however, take considerable time before these socicties which will have an
overwhelming majority of small farmers as their members, can do so. It
is therefore felt that a certain amount of initial support and assistance
should be made available to them by the State by contributing to their
share capital to a suitable extent. It has been argued that as far as out-
side borrowings are concerned, a relaxation of the rules which regulate
botrowings as a multiple of owned funds should be made as a temporary
measure and State participation in the share capital could thus be eli-
minated. It is, however, felt that even such relaxation cannot go very far
since certain miniumum standards as regards the financial position of a
society in relation to its borrowings will in any case have to be observed.
Further, it is argued that initial assistance by way of share capital contri-
bution. will help the society concerned not only to increase its outside
borrowings but also to utilise its larger resources in making medium term
loans and in undertaking multi-purpose activities such as distribution of
agricultural requisites. The State by becoming a partner in the society
will not only share the tisks involved in the business of the society but also
increase the confidence it will inspire and thus enable it to attrdct larger
deposits: To the extent the society is able to do a larger volume of business
and earn a higher income, the demand on the State for subsidies and other
financial assistance will be reduced. State contribution to the share capital
of primary societies is not a permanent feature as it is to be retired by
collecting additional share capita] from members in the course of a reason-
able period of time. The apprehension that such State participation may
lead to interference by the State in the affairs of the society can be allayed
by ensuring that the terms and conditions on which such contribution
is made are suitably framed and that participation in the share capital and
nomination to the Board of mangamement of the society are made in-
ditectly through the central financing agencies.

10.3. The other view is that for the present there should be no share
capital participation by the State in the village multi-purpose society.
Credit should be made available to a primary village co-operative society
on the basis of the genuine production requirements of its members. The
village society envisaged is responsible for framing the production pro-
gramme and credit should be made available to the members for implement-
ing such a programme. Marketing will be linked with credit through
marketing societies at the Mandi level and if such linking is made effec-
tive the Central Bank should have no serious apprehensions regarding
the safety of its loan. In the final analysis the credit that is made available
by the Central financing agency to a village multi-purpose society will depend
on its inherent financial strength. Such financial strength can be built
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up by collecting additional share capital, conserving profits, .attract.ing
deposits and in general running the society on sound lines. It is realised
that it will take some time before such financial strength can be built up
and multi-purpose village societies will not without share capital parti-
cipation by the State, under the existing system, be able to get the same
credit as with State participation. They will therefore have to depend on
their own resources to a greater extent.

10.4. Participation by the Stae in the share capital cannot be divorc-
ed from the question of State representation on the Board of Directors of
the society. If the State is going to invest a considerable amount of
money in the share capital of a village society it must have representation
on its Board of Management. After all the money which the State will
contribute is coming from the general tax payer and the State must take
necessary steps to safeguard that money. It must, therefore, keep in close
touch with the work of the Society and must also intervene if absolutely
necessary. No doubt State representation could be through non-officials
of the area concerned, but even then the State will have to closely watch the
work of the society.

10.5. 1In considering the aspects mentioned above, we have taken note
of the fact that at present approximately 6,000 large sized societies with
State participation in share capital have been started and that it would
take some time before a correct appreciation of the achievements of the

societies will be possible. The financial implications also will be consi-
derable.

10.6. We are agreed that there should be no State participation at
the village multi-purpose society level till the results of the working of the
6,000 large sized societies are carefully assessed and the whole question re-
examined in the light of further experience. Tt is, however, contemplated
that State participation in various other types of societies, e.g. market-
ing and processing societies should continue as at present.  Similarly,
State participation at the level of Centrai and Apex Co-operative Banks
should also continue,

11. ASSISTANCE TO VILLAGE CO-OPERATIVES.

1.1, In view of the relatively small area of operation and member-
§hip and restricted volume of business, the income of most village societies
1s extremely small and they are therefore generally unable to meet their
minimum working expenses. It is therefore necessary that small village
co-operatives should be given adequate assistance by way of subsidies.
Under the Second Five Year Plan a scheme of assistance for new small
sizpd societies and for revitalizing existing small societies which hold pro-
mise of becoming viable units is in operation. These socicties are assist-
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éd to the extent of Rs. 150/- Rs. 100/- and Rs. 50/- respectively in three
years. Actual experience, however, shows that this assistance has not
been of much help to them, and it is therefore necessary to re-examme
thlS matter. R

-

11.2. The proposals we make provide for the orgamzatlon of multi-
purpose village socieities throughout the country. The membership and
turnover of these socieities in the initial stages will naturally be restricted
while the minimum expenditure they will have to incur will be considerable.
It is felt that a new society starting with a membership of 50 and a share
capital of about Rs. 500 will have a turn over of about Rs. 5,000 in the
first year. The expenditure even in the first year will be about Rs. 500.
Of this, approximately Rs. 300 would be required for the salary of a part-
time secretary. The income the society is likely to get in the first year
would be about Rs. 100 - on its lending business and about Rs. 20 as com-
mission on the supply of fertilizers, etc. It will therefore be necessary to
subsidise the society to the extent of about Rs. 400 in the first year. | It is
hoped that at the end of five years the society will have a larger membership
of 150 or so and a turn-over of about Rs. 30,000. The expenditure will
also go up as it may have to set up an office, pay T.A, etc..to the staff for
going to the Ceniral Banks and also pay audit and_supervision fees and a
small dividend of 4 per cent or so on its share cpaital. It’s expendiwure
is likely to be of the order of Rs. 700. Ii’s income from a turn-over. of
about Rs. 30,000 would be Rs. 600 and income from commission on sale
of fertilizers, etc. would come to about Rs. 100. It is therefore expected
that if a primary village multi-purpose society works on sound lines it should
be posslble for it to meet it’s minimum expenses at the end of five years.

11.3. It must however be made qmte clear that these are not firm esti-
mates as a great deal will depend on how the membership grows and how
the business developes. It has also been adssumed that the Secretary will
be a part-time paid employee. It may, however, be necessary for a society
to have a full-time man or the salary that will have to be paid to a part-time
man may be more than Rs. 25/-. On the other hand, there may b¢ some
societies where honorary Secretaries may be available. The pcsition will
‘have to be examined after two or three years to see 1f any changes in the
scale of assistance are required. ’ ' :

11.4. On this basis it is proposed that assistance to ‘multi-purpose
village societies should be given on the following scale.

1st year Rs. 400
2nd year Rs. 300
3rd year Rs. 200
4th yeat ' Rs. 200

5th year - Rs. 100
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11.5. The actual assistance to societies in different States, however,
will have to be worked out in consideration of varions factors such as the
ability of the societies to become self reliant within a short time, the fact
whehter they are incurring losses or not, whether they are located in a back-
ward area or a developed area and the success with which they are able to
implement their programmes. It is suggested that the above assistance
will be shared equally between the Central and State Governments. A
lump sum, grant will be made to the States on the basis of this formula and
the number of societies that are eligible for assistance. The" assistance

actually given to any one society will have to be settled by the State in consi-
deration of various factors mentioned above.

11.6. There are at present 1,65,000 primaty credit societies. Some
of them are perhaps in such a condition that revitalization will be virtually
impossible and they will have to be closed down. A certain number are
in good condition and require no assistance. It is however our estimate
that something like one lakh of these socicties will require revitalization.
As regards new societies, to cover the entire population another one lakh
new socicties will have to be started. Therefore about two lakh societies
will require assistance on the above scale. The maximum cost involved
will therefore be approximately Rs. 24 crores. Of course the work will
have to be phased over a long enough period which will depend on the
ability of the States to take up this programme. As a rough estimate we
feel that duting the remaining period of the Second Five Year Plan, the
revitalisation of 50,000 societies and the organization of 50,000 new socie-
ties should be taken up. The maximum cost of assistance for this number
will be Rs. 5% crores spread over the next two years. '

12. SOME PROPOSALS FOR INCREASING MEMBERSHIP
OF VILLAGE SOCIETIES,

12.1. At present a very large number of existing (1,65,000) village
co-operative societies are in a very weak condition and a large scale prog-
gramme of revitalization and rehabilitation will have to be undertaken
if serious efforts to reach the targets laid down by the National Development
Council are to be made. Similarly, a large number of new village multi-

purpose societies will have to be organized. In this connection the follow-
ing points require special attention.

(i) A village multi-purpose society can be fully representative of the
village only when every family joins it. Efforts must therefore
be made to bring in all the families. It is, however, not enough
that only such families as wani credit join the society. In every
village there are a number of people who are relatively better
off or at any rate do not require credit on any large scale. Many
of them in fact may have surplus funds for investment. They
should be encouraged to join the village society and for this put-
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pose considerable propaganda and educative effort are required.
These persons often provide leadership in the village and every
effort must therefore be made to attract them into the fold.
These efforts must be made not only in connection with new
societies that have te be organised but in connection with the
revitalization of existing societies. The growth of village multi-
purpose societies will be facilitated to a considerable extent by
the success that is achieved in this respect.

It is expected that the village multi-purpose societies would pro-
vide not only credit but other services and facilities required by
the village population. A large number of such services and
facilities are at present being provided by Government and more
and more of them will in future be expected to come from Govern-
ment. It is, therefore, necessary that membership of the viliage
society should be a necessary condition for obtaining various
facilities. It is, therefore, proposed that only members of village
societes should be eligible for the supply of seeds, fertilizers,
taccavi loans and other facilities made available by Government
or by Government agencies. If this is done it will be possible
to induce a large number of persons to become members of the
village societies. : '

It often happens that some people' in the village want to take
advantage of credit, marketing and other facilities froni co-ope-
rative organizations at a level higher than the village. For exam-
ple, individual villagers go to land mortgage banks for long-term
loans. Similarly, individual villagers join co-operative marketing
societies, sell their produce through them and also obtain loans
on the pledge of their produce. They, however, for one reason
or another do not join village societies. Efforts should be made
to get them into the village society. It should therefore be pro-
vided that no resident of a village can get a loan from a central
or a primary Jand mortgage bank or market his produce through
a marketing society or get a loan from a marketing society by
pledging his produce unless he is also a member of his village
society. It should be possible to do this under the byelaws
of these various organizations.

(iv) At present membership of villagé societiés is generally restricted

to land owners. In many States tenants without permanent
rights in land are either not admitted as members or if admitted
as members they are not normally provided adequate credit.
Agricultural labourers, artisans and other persons not connect.
ed with the cultivation of land, generally speaking, either do not
Join village societies or are not admitted. In some States there
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ate clear instances where a small group of people have formed
_a co-operative society and refuse fo admit new members on
any substantial scale. Except in the case of large sized societies,
the Society has the final voice in admitting members or refus-
ing such admission and there is no provision for an appeal. It
is therefore, necessary that the bye-laws of existing societies are
immediately ammended in order to permit universal membership.
There would, of course, be cases where for good reasons the
Managing Committee may refuse to admit a person as member,
in such cases definite reasons for refusing to adrrlit him as a mem-
ber should be confidentially recorded in the socieiy’s books and
made available to the Registrar, when required. A right of ap-
peal to the Regisirar or his senior officers should also be clearly
provided. This will help considerably .in increasing member-
ship of village societies. “ ’

12.2. It is, therefore, proposed that action on these lines should be
taken. It should he emphasized that all this cannot be done straight-away
and a reasonable period of time must be given before this is done. State
Governments and co-operative organisations should examine these pro-:
posals and lay down a time limit within which this should be done. To
the extent the above proposals are implemented, the membership of co-
operative organisations will increase rapidly. ‘

13 TARGETS FOR MEMBERSHIP AND CREDIT
(a) Membership :— '

13.1. The Resolution envisages a large increase in co-operative acti-
vity during the remaining two years of the Second Five Year Plan and the
coverage of all rural families by the end of the Third Five Year Pian. I
is expected that by the end of the Second Five Year Plan membership ol
Agricultural Co-operative Societies should be increased from the 1956-5
level of about 9.2 millions to about 20 millions. The rate of progress ir
this direction during the last five years is indicated in the following table —

Membershi he Pri

YEAR Agricuﬁl?rt;; %Eelg;rtlary mg;%l;i;ip

Societies, (In millions), per society
1952-53 N | 46
1953-54 5.8 46
1954-55 6.6 46
1955-56 7.8 49
1956-57 9.2 56
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13.2. It is estimated that the membership at the end of 1957-58 would
be about 10 millions. The target of 20 million members at the end of the
Second Plan Period, namely, by the end of March 1961 thus means doubl-
ing the membership during 2} years. An achievement of the order envis-
aged would require considerable addtion to membership in existing societies
and the organisation of a large number of new societies with - adequate mem-
bership. - We feel that the target which is set before us should be a realistic
one in the context of existing conditions and the rate of growth achieved
during recent years. In this connection, it is necessary to point out that
quite a large number of existing societies are in a very weak condition ;
in many of them overdues are very large and membership is still restricted
to a small percentage of population. 'Many of them are dormant and
doing little or no business... A large scale programme of revitalizing them
and rehabilitating the movement on a priority basis must therefore be
undertaken. Very strenuous efforts both by officials and non-officials
and adequate publicity and education will, therefore, be necessary. These
efforts will have to be supplemented with the provision of adequate assis-
tance to village societies and a considerably expanded supply of ctedit and
services. The departmental staff of the co-operative departements in the
States will have to be considerably increased as a good deal of the burden
for such large scale expansion will have to be borne by that staff. Non-
official efforts in the organization and running of co-operative societies
will also have to be secured on -an increasingly large scale. If really stre-
nuous efforts by departments, non-officials and other agencies are made
and in particular action on the Jines indicated in paras 7 and 12 taken, a
target of 20 million membership at the end of the Second Five Year Plan
period may not be impossible of achievement. It is, however, necessary
to ensure that such large scale expansion is not unsound or merely on paper
as in either case it would be detrimental to the movement.

(b)Y Credit :—

13.3.  As regards the target for agricultural credit we note that there
has been fair progress in this respect during the last few years. Loans by
primary agricuitural co-operative societies increased from about Rs. 35
crores in 1954-55 to about Rs. 100 crores in 1957-58 and if the rate of deve-
lopment continues at an accelerated pace, the target of Rs. 200 crores (short
and medium term credit) at the end of the Second Five Year Plan period
would not be difficult of achievement,

13.4. The loans made by primary agricultural credit societies in 1957-
58 were of the order of Rs. 100 crores for a membership of approximately
10 millions. The average loan, therefore, comes to Rs. 100/- per member
which obviously is not enough for the crop production requirements of
the members. = It is estimated that on an average holding of 4 Lo § acres,
the average production credit requirements of a member will be of the order
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of Rs. 40 to Rs. 50 per acre, or about Rs. 200/- per member. If the target
of membership, namely 20 millions is achieved, credit to the extent of
about Rs. 400 crores would have to be provided in order to meet more or
less adequately their production credit requirements. The problem there-
fore will have to be faced as to how isuch ‘a large amount is to be found.
To the extent co-operative societies raise their own resources by way of
share capital and deposits, their need for borrowing from outside would
be reduced. To the extent they have additional share capital their limirs
for borrowing from..the cenfral financing institutions will also increase.
In addition to the financial strength of the society its ability to recover prom-
ptly the loans made to its members is a matter of considerable importance,
It must be pointed out that at present there are heavy overdues at the
village society level in many parts of the country. This has to be reciified
before a substantial expansion of outside credit could be thought of, - While
the overall average of overdues as a proportion of outstanding loans was
22.09, in 1956-57, it is estimated that some 379, of village societies have
overdues exceeding 50% of outstandings and another 279, of village societies
have overdues varying from 20%, to 50% of the outstandings. The pre-
sent picture thus is not a happy one and therefore any_ substantial expansion
in loans given may be difficult. The question of prompt recovery of co-
operative’ loans 'is inextricably linked with effective arrangements for the
marketing of agricultural produce through the village and marketing socie-
ties and the linking up of the activities of marketing and processing societies
with the proposed scheme of State trading in foodgrains, This programme
of linking credit with marketing, therefore, assumes great significance.
It is thus necessary to point out that while every endeavour should be made
to meet the increased credit requirements of agriculturists, the actual achieve-
ments will depend on the various factors mentioned above. OFf the Rs.
100 crores of credit provided by agricultural credit societies in 1957-58,
about Rs. 65 crores were drawn by the Co-operative Banks from the Reserve
Bank of India by way of short and medium term loans. The Reserve

Bank has thus been an increasing and major source of funds for agricultural
credit through co-operatives in recent years.

13.5. We appreciate that the provision of larger funds by the Reserve
Bank will depend a good deal, among other factors, on the strengih of the
co-operative credit structure, and the effectiveness with which credit ang
marketing are linked for ensuring prompt recovety of loans,

13.6. In this connection it is relevant to point out that any substantjal
increase in membership unaccompanied by the provision of adequate and
timely credit will discourage new members from joining co-operative societies.
No doubt, co-operative societies should, as a general rule, ultimately find
enough resources for their own requirements but this would be possible
only after considerable efforts and a good deal of time. In the intervening
period, some arrangements for provision of adequate credit must, there-
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fore, be made. The immediate source of credit for primary socicties is the
central co-operative bank which raises part of its resources by deposits.
It must be noted, however, that soime central co-operative banks have been
showing urban leanings and prefer to devote -a large part of their funds
to dealings with individuals, traders, etc: This has to be rectified, but even
then it must be remembered, the banks have also to meet demands from
co-operative societies other than rural co-operatives. Moreover, central
co-operative banks in the existing market conditions are unlikely to attract
additional deposits to any considerable extent and cannot, therefore, be
relied upon to raise on their own a large part of the resources required.
The question, therefore, will arise as to whether the additional funds required
should be found by Government. This may be inevitable but as a rule,
it is not advisable for Government to do so except as a purely temporary
measure. The experience of taccavi loans during the last few years is not
very encouraging. ‘ C

13.7. As we have already stated, until the co-operative structure at
each level is strengthened the provision of credit on an adequate scale
through the co-operative organisations does not seem feasible. On the
other hand, we must recognise that suitable arrangements. for credit must
be made urgently, Firstly, any substantial increase in membership un-
accompanied by the provision of adequate and timely credit will discourage
new members from joining co-operative societies and will adversely affect
the growth of the movement. Equally, if not more. important, is that
increased agricultural production in the immediate future will not be pos-
sible without such larger credit being made available. It is of the utmost
importance that adeqate credit for improved seeds, fertilisers, manures,
etc. should be readily available and in time to.every cultivator who needs
it. Similarly credit has to be provided for wells, pumps and other irrigation
facilities. In a majority of States the total amount of credit availabe
through co-operative agencies is inadequate and few small farmers are at
present able to get.it. The NDC has already envisaged that steps should
be taken to review the existing credit limits so.as to facilitate the expansion
of agricultural credit. This will involve a review of the existing procedures
for fixing credit limits or primaty societies and central co-operative banks.
In this Report, it has not been possible for us to examine the problem for
this aspect and make detailed suggestions for ensuring that the credit require-
ments of cultivators will be met at a steadily increasing scale. The problem
is important and requires careful and immediate consideration and we
suggest that it should be separately examined by the Government of India.
the State Governments, the Reserve Bank of India and others concerned
and definite decisions taken so that adequate credit, so essential for any
programme of increased agtricultural production, is made ayail_able._

13.8. Although efforts will have to be made, and pract'!cal measures
nutlined. for reaching the targets nrannsed with reeard to memhershio and
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credit, it should be ensured that. the primary structure which comes up is
organised on a sound and popular basis.- It is, therefore, necessary that
before new primary co-operatives are set up, ceftain minimum tests should
be applied such as that at least & minimum proportion 25%, of the families
in the village or 50 persons whatever is higher should come forward to
join the society, that each member should subscribe 2 minimum share capital
(say Rs. 20) - and pay up a minimum first instalment, and agree to pay the
rest within a short period of about 5 years. Such tests should be laid down
by each State after taking into account the conditions prevailing in different
areas. It would be unwise to bring about a hasty expansion of the structure,
merely to fulfil certain targets and the tests suggested are necessary for en-
suring that the structure will be sound and has the earnest participation and
support of the people.

14. LONG-TERM CREDIT

14.1. Measures necessary for increased agricultural production involve
in many cases long term investment in bunding, purchase of machinery,
digging of wells and preparation of land for utilisation of irrigation faci-
lities, etc. These measures require long term credit for the provision of
which the institution of Co-operative Land Mortgage Bank is necessary.
Such Banks have been organized in every State, but only in three or foyur
they are doing fairly large business. The banks raise the funds they require
by issuing, from time to time, debentures guaranteed by the State Govern-
ments. A serious difficulty in the way of rapidly expanding their activitieg
is the acute shortage of financial resources which they are experiencing.
Before nationalization, the insurance companies were the largest subscribers
to the debentures issued by the banks. These debenture issues are also
being supported by subscriptions from the Reserve Bank of India to the
extent of 20%, of each issue or the short fall of public subscriptions, which
ever is less. Before the commencement of the Second Five Year Plan,
similar support was available from the State Governments, which, in tyrg
obtained financial assistance from the Government of India. This assis-
tance has been withdrawn since the beginning of the Second Plan. More
recently the State Bank of India has been purchasing a portion of deben-
ture issues and giving its support to co-operative land mortgage banks
In the light of the vastly expanded requirements for long term invéstmen;
in agricultural improvements, especially for minor irrigation, and for mea-
sures to facilitate utilization of irrigation water, the resources now avail-"
able with the Co-operative Land Mortgage Banks are extremely inadequate
We, therefore, feel that much more assured and sizeable support shoulci
be made available to them by the Government of India or by the Life Tnsu-
rance Corporation and other banking institutions.

15. MOBILISATION OF RURAL SAVINGS BY CO.OPERATIVES

151, The Resolution pointedly draws attention to the fact that an
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essential object of the co-operative movement is the inculcation of the habit
of thrift and savings and suggests that through such savings efforts should
be made to meet within a specified period or according to a programme
worked out by the co-operatives, all the credit needs of their members.
The emphasis on the need to inculcate the habit of thrift and to mobilise
savings through co-operatives is extremely important in the context of the
growing financial requirements of co-operative societies for rieeting the
credit needs of their members. The programme itself will depend to a
large extent, not only on the resources which can be rajsed by borrowings
from outside, but also on the resources mobilised from within the moveinent
by way of share capital contribution, deposits, etc. We, therefore, attach
considerable importance to measures for strengthening the share capital
position of co-operative institutions at all levels by contribution from
members and such other steps as would add to their capital structure.
They should be able to win the confidence of the public and of their
members and thus attract an increasing volume of deposits, -

15.2. The total amount of savings available in rural areas is limited
and the number of persons in a position to save is relatively small. Tt is.
therefore, essential that these savings should, to the maximum possible
extent, be available for co-operative development. They can take the form
of shares and deposits in co-operative organisations and rural debentures
issued by the Central Land Mortgage Banks, to which a reference is made
below. At present the flow of such savings to co-operative organisations
and land mortgage banks is very limited, and consequently they have to
depend to a considerable extent on funds from outside through the co-
operative banking system, Government and the Reserve Bank of India.
To some extent it may be due to the competition of the National Savings
movement, which is not only able to offer more attractive terms but also
exercises enormous influence through the apparatus of the State Govern-
ment and its allied agencies. In many States the Co-operative organisations
‘themselves are being called upon to assist in the National Savings movement.
Tt is suggested that the Ministry of Finance should, in consultation with
others concerned, examine this question carefully and work out a scheme
which will help co-operative institutions in mobilising as much of rural
savings as possible without detriment to the national saﬁngs movement.

15.3. We note with satisfaction that attention is being devoted to new
methods of mobilising rural savings through co-operatives as in the case
of the recently introduced scheme of rural debentures by some of the Cen-
tral Land Mortgage Banks. Under this scheme, a specially designed type
of debentures suitable for rural investors for a seven year period carrying
an attractive rate of interest is being issued soon after the harvest time,
Attempts are being made to collect as much money as possible from culti-
vators through such debentures, with the help of all the co-operative insti-
tutjons in the area such as central co-operative banks and rural credit socie-
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ties. ~ As an incentive for maximum efforts being put forward in this direc-
tion the Reserve Bank of India has agreed to provide long ter{n funds upio
15 years, more of less on a matching basis with the collectu?n from the.
putlic, at a fairly low rate of interest, The Tesources th1.13 raised together
with the contribution from the Reserve Bank of | India \.mll be utilised for
long-tetm productive loans to agriculturists, at a _relatwe]y l?w rate of
interest, fof purposes connected with local projects, or of special local im-
poftance. This scheme which was begun in 1957-38 in a few States is being
intensified and extended to other areas on a larger scale this year. We
consider that this scheme is a highly commendable effort in the direction
of introducing a new and promising instrument for tapping tural savings
and recommend that it should be encouraged by all possible means angd
such debentures should be treated on par with the National Savings Certi-
ficates for various purposes.

16. INTERMEDIARY ORGANIZATIONS BETWEEN THE
’ PRIMARY AND DISTRICT LEVEL

16.1, . The National Development Council Resolution in saying that"
“village societies should be federated through unions”, seems to coniem.
plate the establishment, at a level Jower than ?hat' of the district central
co-operative bank or federation, of a union which is a federal association
of village societies. Such an intermediary organization should be g ‘super-
vising union’ to which all co-operative societies in its avea are affiliateq
As regards the area of operation of a supervising union normally it should
cover a block. but when the block is large and the number of affiliated
societies considerable there would be no objection to more than one
union in a block. The union may be placed in charge of supervision which
comprises various activities connected with all the co-operative societies
of the area, such as promotion. education of members, rectification of defects
disclosed by audit, ensuring proper and timely distursement ang Tecovery
of loans and generally activising the societies in various ways. These dutieg
will be distinct from and additional to the statutory duties exercised ky
the Co-operative Department and its officials. such as audit and inspection.
The areas of unions could also serve as constituencies for electing the Boarq
of Directors of the district central bank to which severa] hundreds of sOcie.
ties may be affiliated. These unions will be non-ufficial Organizations and
the general body of each union will consist of the Tepresentatives of the
village socicties, central financing agencies, marketing unions, ete, servin
the area. Government should also be represented through the Block Co.
operative Development Officer. They wilt employ their own supervizory
staff and meet their expenses from a “supervision fund”.

16.2. To this Fund affiliated societies will make contriby
to their working capital and on profit. To start with, thes
will naturally be small but it is expected that by the end of
societies’ contribution should be at least 33% of the tota]

tions according
€ contributions-
5 or 6 years the
annual expendi-
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ture of these unions. - Central" financing institutions: must also contribute
to the Fund on the basis of the total amount of money they have advanced
to the societies in the area of operation of the union. Marketing unions
and other co-operative organizations which will also be members of the
supervising unions must also make scme contribution, Ultimately, the
contributions from central financing agencies and such institutions should
be at least one-third of the total annual expenditure. Government must
also contribute to this Fund. Such contribution to start with will have
to be considerable but it should be possible to gmdually reduce it to one-
third of the total annual expenditure. :

16.3. The arrangments for supervision vary from State to State. In
Bombay and Madras, supervising unions carty out supervisory functions
in association with the Co-Operative Department and the Central Co-
operative Bank. Elsewhere the supervision is carried out either by depart-
mental staff, -or by the supervisory staff directly employed and controlled
by the Central Co-operative Bank. The Registrars, Conference also
considered this question and was of the view that in some of the States
where organisation of such unions had taken place, they did not produce
the desired resulis and that, to begin with, efforts should be concentrated
on developing and strengthening the primary structure at the village level
before the organization or development of such unlons could be thought
of. We are, however, of the view that where supervision still rests with the
State Governments, steps should be taken to transfer it, gradually to unions
of the above type. Arrangements for supervnslon have develped in diffe-
rent States according to local conditions and experience and each State
should on a careful assessment of its conditions and requirements decide
the manner in which supervision should be carried out.

16.4. 'We may now consider other types of unions which -may be ex-
pected to undertake ‘business’ activities. A banking union, “which would
add one more intermediary to the existing three tier structure is unneces-
sary and would add to the cost of credit supphed to agncultunsts, while

not serving any useful purpose

16.5. In districts where the area covered by the Central Bank is too
large, and a2 number of primary societies have to be served, the ceniral
co-operative bank should open branches at suitable centres in the district,
so as to provide easy accessibility to the societies. Branch - Advisory
Committees which should include representatives of local “supervising
unions should be associated with the working of such branches. .

16.6. Marketing is handled by marketing societies established at mandi
centres, which would also serve as stockists of fertilizers and other requi-
sites to be distributed to agriculturists.. We have . elsewhere referred to
the possibility of rural godowns being established by marketing societies, °
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17. MARKETING, PROCESSING AND STORAGE

(a) Marketing .

17.1. The National Development Council has attached much im-
portance to the development of co-operative marketing societies as they
would assist in the stablisation of prices. The council envisages marketing
societies for mandi areas being linked with village societies, functioning as
agencies for collection and sale at assured prices at the village level. The
expansion of co-operative marketing is expected to provide both larger
credit facilities for rural areas and larger supply of foodgrains for meeting
the needs of urban areas.

17.2. The proposals of the National Development Council in regard
to co-operative marketing gain even greater significance on account of the
decision that the State should take over wholesale trade in foodgrains. In
the scheme which has been prepared by the working Group on State trading
in foodgrains, it is contemplated that the responsibility for purchasing
foodgrains from the farmer and bringing them to the wholesale market
will, over a period, be taken over by marketing co-operatives. The Work-
ing Group has described the organisation of co-operatives as by far the
most important aspect of the socialisation of wholesale trade in foodgrains
and in the following passage it has drawn attention to several important
considerations :—

“Firstly, from the beginning, marketing co-operatives should func-
tion as agents of the State and to enable them to do so Government
will have to arrange for the necessary finance for co-operative
trading operations. Secondly, we expect that the development
of co-operatives will mean that the marketable surplus of the
members of the co-operatives will pass mainly through co-ope-
rative organisations. As membership of the co-operatives in-
creases a stage will be reached when the functions of the private
dealers will be performed mostly by the co-operatives. During
the period in which both wholesale dealers and co-operatives
buy produce from the farmer, it is essential that the operations
of co-operatives are not hampered on account of unfair practices
on the part of dealers. Special care should be taken to ensure
that co-operatives develop along sound lines and expand on the
strength of the service rendered by them. The buying operations
of private dealers are often linked up with advances made by
them to the farmers. It is, therefore, important to ensure that

from the outset co-operative credit and marketing are fully in-
tegrated”,

17.3. _It h_as been made clear in the report of the Working Group on
State trading in foodgrains that the primary objective of State trading is
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to maintain price levels which are fair to the producer and to the consu-
mer throughout the season and over an agricultural cycle. Government
will fix purchase prices at assembling markets or other appropriate areas
at which Government may acquire stocks from the traders or take over
foodgrains purchased by co-operatives from farmers. There are other
aspects of price policy which are discussed in the report of the Working
Group on State Trading in foodgrains with which we are not immediately
concerned. It will be sufficient to emphasise here that in future what is
expected of co-operative marketing sociekies is that they will function
as agents of Government for buying foodgrains outright and making them
over to Government at rates known in advance, subject only to the usual
scales of deductions for higher percentage of moisture or higher percentage
of brokens or admixture with other grains, etc. and inspection by Govern-
ment inspectors.

17.4. It has been emphasized that Government should fix prices for
various foodgrains at which the farmer shall sell either to traders or to co-
operatives. It is intended that neither the co-operative nor the trader
shall pay the farmer a price higher than that fixed and it will therefore be
necessary to take adequate measures to see that the private traders do
not in actual practice pay the farmer a price higher than that fixed by
Government. Co-operatives will not be in a position to do so but the
traders may do so in actual practice. For example in certain parts of the
country the wholesaler is also the miller and it is quite likely that the whole-
saler will pay the farmer a higher price than fixed by Government and
forego a part of the normal charges for milling. If this is done, the far-
mers would naturally go to the wholesaler and as a consequence the business
of the marketing societies and recovery of loans through sale of produce to
marketing societies will suffer. This particular aspect therefore requires
careful consideration and effective steps must therefore be taken to prevent
this happening,

17.5. We have carefully considered the question whether as means of
preventing such unfair competition by the traders, it would not be desirable
to earmark specific zones or areas where only co-operative marketing
societies can purchase foodgrains from the farmer. Wholesalers normally
operate both at their headquarters at the Mandi as well as through their
purchasing agents who go round the country and collect agricultural pro-
duce. If any arrangement for zoning of areas and granting of monopolies
to co-operative societies in those areas is to be satisfactorily implemented
it will be necessary to prevent agents of wholesalers from going round the
area. Adequate administrative steps will therefore have to be taken.
Secondly, if the co-operative marketing societies are not equipped to handle
the produce from the areas earmarked for them the farmers will not be
able to sell their produce quickly and procurement of foodgrains by Govern-
ment will also suffer to a corresponding extent. We are fully aware of the
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actual position namely that there are at present not many really efﬁc:ctlll:
marketing societies which will be in a position to handle all the produce 1
their areas. We, however, feel that in the case of a few selected n}arketmg
societies which are working satisfactorily such zoning should .be mtrqdl}c-
ed by way of experiment, The area allotted to such marketing socicties
will of course have to vary in size according to their capacity to handle the
produce that will come for sale from that area.

17.6. Indeed the progress to be achieved in the direction of State
trading in foodgrains will depend on the system of well-managed co-ope-
ratives covering the countryside. In this connection, it may be mf':ntnoned
that 1000 primary marketing societies have already been established in
the important mandis in various States.. These marketing societies are
also constructing 869 godowns. The Conference of Registrars of Co-ope-
rative Societies has recommended that the co-operative marketing socie-
ties which have already been established should be appointed as agents of
the Government in the arca in which they operate. We support this view.

17.7. Nine hundred marketing societies are yet to be established and
we feel that this programme needs to be accelerated and completed as early
as possible. We, therefore, suggest that the programmes included in the
Second Five Yeat Plan for various States may be carefully reconsidered
with a view to sirengthening the share capital and providing additlonal
storage accommodation for them. The review might also bring out the
need for starting additional socicties.

17.8. The Working Group on State trading in foodgrains has empha-
sised the importance of obtaining sufficient storage accommodation and
has recommended that Government should aim at constructing additional
accommodation for 5 million tons. It is understood that this is intended
to include the storage accommodation to be built up by the Central anpd
State Warehousing Corporations. In addition, it will also be necessary
to undertake a programme for construction of godowns by primary mar-
keting societies both at assembling markets and at important village cen-
tres. This programme of godown construction by marketing societies
should be completed very early as it has tended to lag behind owing to
variOL}s practical difficulties, especially in regard to acquisition of land in
mandi centres. Expenditious arrangments for land acquisition "should
be introduced and technical personnel necessary for planning and supers
vising construction should be provided.

(b) Processing :

17.9. The Resolution of the National Development Council has also
drawn attention to the need for enlarging the programme for co-operative
processing, especially in regard to food crops. The most important com-
modity involved, in this connection, is rice. It is well known that inter-
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regional trade in rice, i.e. surplus to deficit and urban areas is in the form
of milled rice, and consequently the wholesale trade in this commodiiy is
inextricably linked with rice milling. The rice milling industry at present
is mostly in the hands of the private trade. If co-operative marketing
societies are to play an important role in marketing of rice.-it will be neces-
sary that (a) all new rice processing units which may be required should
be set up on co-operative lines and (b) a programme should be worked
out by each State in accordance with which existing units engaged in pro-
cessing rice should be taken over by co-operatives with which the State is
closely associated in management and finance. '

17.10. For facilitating the transfer of existing processing units from
individual ownership to co-operative ownership and management, legis-
lation will probably be necessary. This question should be separately
examined. In this connection it will also be necessary to review the exist-
ing policy under which no fresh licences for rice mills are being given.
Co-operatives will have to be permitted to set up new rice mills wherever
necessary if they ate to take up marketing of rice on a large scale.

17.11. Apart from rice there are a number of other agricultural com-
modities which have to be processed, e.g. oil seeds, cotton, sugarcane.
The marketing of these crops on co-operative lines to be successful will

also require that the processing of these commodities should also be done

through co-operatives. There has been fair progress in the processing of

sugarcane through co-operative socicties, but not much headway has !

been made in respect of other agricultural commodities. We, therefore,
recommend that the matier should be separately examined and a compre-
hensive programme worked out.

(¢) Rural Godowns :

17.12. One of the ways by which the activities of the village societies
could be made more effective is to assist their marketing and supply busi-
ness by enabling them to have small godowns. This assumes considerable
importance in the light of the National Development Council resolution on
State trading in foodgrains. While it may not be possible or necessary «o
provide one godown for each village society. it would be useful if for every
group of about 10 viliages, a rural godown could be provided and made
available 1o all the village societies in that area. Such godowns should
belong to the marketing society serving the area. The management of the
godown could be entrusted to the primary society of the village in which
it is located or the marketing society could manage it itself. In suitable
cases a primary society if it has enough business could also have such a
godown : it should be given the necessary assistance for that purpose.
If a credit union is organised for a group of villages, it may also own and
run such a godown and be given the necessary assistance. In any case
it is necessary to set up a large number of rural godowns of this type.. At
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the rate of one godown on an average for 10 villages 1_0,000 suctz godowns
will be required. The cost of each such godown will approximately be
Rs. 10,000. The total provision required will, therefore, be of the order
or Rs. 10 crores.

8. TRAINING AND EDUCATION OF MEMBERS, NON-OFFICIAL
WORKERS AND OFFICIALS. f '

18.1. If rural co-operation is to be developed as a people’s movement,
it will be necessary to train a large number of village leaders, young men
and non-official workers in co-operative principles and the management
of co-operative institutions. A vigorous nation-wide training programme
for non-official workers and members of co-operative societies is funda-
mental to the success of the whole programme of co-operative development.
A beginning has been made in this direction and schemes for training
have been initiated through the All India Co-operative Union, the State
Co-operative Unions and Institutes and District Co-operative Unions
wherever they exist. The progress made so far is, however, very little and
much more widespread and effective arragements will have to be made so
that several lakhs of persons can be trained. This aspect of co-operative
training we feel, be more appropriately done through non-official ¢o-ope-
rative organisations, It is, therefore, necessary that steps should be taken
to organise efficient State and District Unions wherever they do not exist.
The existing State and District Unions should be strengthened and the
machinery of Supervisory Unions referred to earlier, more fully utilised.
Considerable additional funds will have to be made available for this pur-
pose by the Central and State Governments. The question should be
discussed with the All India Co-operative Union and State Unions and

Institutes and an expanded programme of training be workded out and
put into operation without any delay.

18.2. 1In para 7 we have dealt with the role of the block extensi611 offi-

cers and the viilage level warker and made definite recommendations about
their training,

18.3. With regard to the training of officials of the Co-operative Depart-
ments and of paid employees of co-operat.ve institutions a fairly compre-
hensive framework of institutional arrangements has been developed
under the Central Committee for Co-operative Training, A programme
for training, junior, intermediate and higher personnel fequired for the
flevelopment envisaged under the Second Five Year Plan is at present under
lr_nplementation. This programme, however, in view of the large expan-
sion now proposed, will have to reviewed and strengthened wherever
necessary, Specialised courses for the personnel engaged in managing
marketing societies, processing units, consumers stores, land mortgage
banks, etc. shoutd also be started on a large scale. The expanded pro-
gramme of training should be worked out in consultation with State
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Governments, and the Central Committee. The Additional financial
provisions required should be made available througha supplementary
plan. .

19. DRAWING NON-OFFICIALS AND HONORARY WORKERS
INTQ THE MOVEMENT

19.1. The Resolution lays considerable emphasis on the need to draw
a larger number of non-official and honorary workers into the movement
This has always been the objective and except in relatively under-develop-
ed areas, co-operative institutions are managed by Boards of Directors
with a majority of elected non-official members. In certzin States, how-
ever, it is still the practice to nominate Government officials as Chairman
cf the Board of Directors. This practice, we feel, should be given up as
early as possible. In order to attract honorary workers and leaders with
enthusiasm, ability and integrity in much larger numbers than before,
the necessary atmosphere should be created. Co-operative organisations
should have efficient managerial staff for day to day work with a non-
official Board of Directors who should carry out the general supervision
and direction. 1t is particularly important to bring in non-officials in
organisations which have promotional and educational activities.

19.2. The programme of expansion envisaged during the Second and
Third Five Year Plans period is very large and if it is to be implemented
in full, it will in our opinion call for something more than official and
non-official effort in the form in which it is availalbe today. The prog-
gramme really requires efforts on a mass scale throughout the country and
what is really needed is so to say a campaign on a nation wide scale. It
will not be enough to get non-officials to help in the organisation and
running of societies. A vast army of persons who have been given the
essential background of co-operation as a movement will have to go into
the field and carry the message to the masses and organise them.

20, STRENGTHENING OF DEPARTMENTAL STAFF :

" 20.1. We have already indicated that in order to develop co-operation
as a popular movement it will be necessary to draw to the maximl.!m pos-
sible extent on the leadership and honorary services of non-officials. It
must, however, be recognised that for an expanded programme of organisa-
tion and revitalisation of a large number of co-operative soqeties and the
attainment of higher targets in respect of membership, credit and other
activities, the Co-operative Departments of States will have to beat the.
major burden. In any case with a vastly expanded p_ro‘gramme of co-
operative development even fot the performance of the minimum statutory
functions such as inspection and audit, a considerable increase in the depa!‘t-
mental staff will be necessary. In most States, audit continues to be heavily
in arrears owing 1o shortage of staff and the efficiency of audit suffers be-
cause too many societies are entrusted to an auditor. The. National
Development Council Resolution fully recognises that Co-operative Depart-
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fnents at present are not adequately equipped in field personnet as w_ell
as at the higher levels for organising a larger programme pf co-operative
development. Under the Second Five Yeal Plan, a provision was made
for strengthening of Co-operative Departments bul this has been found
to be inadequate. It is therefore absolutely essential to strengthen the

State Departments of Co-operation at all levels, headquarters,  district
and field.

20.2. The Central Banks, Unions and other co-o_perative institutions
e.g. marketing and processing societies will also require considerable ad-
ditional staff in order to fulfil the additional responsibilities devolving on
‘them under an expanded programme of co-operative development. These
organisations will have to be assisted by the Central and State Govern-
ments to enable them to provide the necessary staff.

20.3. In this connection it is relevant to point out that at present the
salaries and other emoluments of the staff of Co-operative Departments
are lower than those paid to the staff of other development departments.
It is, therefore, difficult to attract suitable personnel with the necessary
calibre and training to the Co-operative Department. The question of
revising their terms and conditions of service therefore requires to be taken

up without any delay. In this connection the following views expressed
by the Conference of Registrars are relevant:

(i) the Department should have at its head-quarters specialised
and technical officers to advise the Registrar :

(i1) the persent pattern of central financial assistance of 259
of the cost of additional departmental staff was inadequate,
in as much as the State Governments could not employ the
requisite additional staff with the present assistance from the

Center. Increased assistance to the extent of about 509
was, therefore, necessary ;

-

(iii) the scales and service conditions of the officers of the Co-
operative Department should be on par with those of the
major Depattments such as Revenue, Agriculture, etc ;

(iv) the status of District Officers of the Co-operative Department

which was at present generally Class II should be Class I

where Districts Officers of Departments like Agriculture,
Engineering had Class I status ;

(v) thereis great need for setting up a publicity and statistical
organisation in the Co-operative Departments of states.

It may be noted that Sir Malcom Darling who visited India at the

request of the Planning Commission made a special study of the Co-

operative Movement and made specific recommendations with regard to



43
the extent to which additional staff is required at all levels. ‘Thesé
recommendations were made in the context of the Second Plan as
earlier envisaged and they should be reviewed and enlarged in the context

of the new proposais for rapid and large expansion of co-operative
activity,

20.4. Substantial financial provision will have to be made for all this
through a supplementary Plan.

2i. SIMPLIFICATION OF CO.-OPERATIVE LAW AND PROCEDURE

21.1. The Resclution has emphasized that the restrictive features of
the existing co-operative legislation should be removed and Co-operative
Laws and Rules modified so that they do not impede the development
of co-operation as a popular movement. - Although some attempts in
this direction have recently been made, there is considerable room for
development on the lines indicated and this matter should receive the
immediate and earnest attention of the State Governments. The proce-
dure adopted for registering primary societies and that adopted by central -

_bank in making loans to primary societics require particular attention,
as delays and difficulties in both these respects seem to be experienced
in several States, As coditions vary largely from State to State, no
uniform steps can be suggested. Itis recommended that State Govern-
ments should examine the position and take suitable action.

.- 21.2. Many of the restrictive features referred to in the Resolution
seem to relate more to administrative and procedural processes than to
legal matters, To quote only one instance, in some States, the Norma]
Credit Statements prepared by the societies are scrutinised by the
Central Banks and the merits of the demand of each member are gone
into. Such an examination of the Normal Credit Statements is not
only unnecessary but it also tends to take ' away the sense of responsi-
bility and initiative from the office-bearers of the societies. It also creates
an impression that the Banks interfere with the internal working of the
societies. It is enough, if the central banks take into account the
assets, the borrowing power of the society and its past record while
sanctioning the loan and leave the internal distribution of the sanctioned
loan to the society, so as to promote a greater sense of responsibility
on the part of its management. Conditions differ from State to State
and no uniformity is possible. State Governments should examine the
position and take necessary steps to simplify the administrative processes
and to ensure the popular character of the movement.

21.3. At present a large number of powers and functions under the
co-operative societies Acts and Rules are concentrated in the hands of the
Registrar and his senjor officers. Some of these powers could be usefully
delegated to the junior field officers of the Deparment such as Inspectors.
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Soné functions could also be delegated to Central financing agencies and
as they acquire experience, some more functions could be transferred to
them. We suggest that the State Governments should examine the pro-
visions in their Acts and Rules, and try to reduce, as far as possible, the
official control on the movement, While delegation of powers in the
manner set out above is essential and should be brought about in every
State in the light of its own conditions, we feel that statutory functions
like audit, registration, inspection, supersession, cancellation, etc. must
continue to be the responsibility of the Registrar of Co-operative Societies.

21.4. Itis also necessary to rationalise and reduce the number of
forms and registers to be maintained by co-operative societies. The
periodical information and statements to be obtained from the societies
should be standardised and the societies should not be troubled, at every
stage, for collecting the data required by the State Governments and
others. Honorary or part-time paid Secretaries are often unable to main-
tain a number of forms and registers and supply different types of infor-
mation to the departmental officers. This problem needs to be examined
in every State by a small representative committee.

22. CHANNELLING OF THE TACCAVI AND OTHER
FACILITIES THROUGH CO-OPERATIVES,

22,1 The National Development Council Resolution considers it
essential that, by making taccavi loans and other facilities available to
individuals through co-operatives, conditions should be created in which
every peasant and rural worker will find it to his advantage to join the
village co-operative. At present credit and other facilities are made
available to the rural population. through many agencies.
give loans and also provide various services. State Governments also
give taccavi loans and provide various facilities. The Community Pro.
jects Administration has separate funds which are also made available to
the rural population. The Resolution of the National Development
Council “envisages universal membership and, for this purpose, it is
necessary to try and make all these facilities available through one agency
(viz.) the co-operative. ,

This question was discussed at the Registrars’ Conference which has
made the following recommendations :

Co-operatives

“ (i) Distress Taccavi should continue to be given by Government
itself.

(ij) Production Taccavi should be placed at the disposal of co-

operative financing agencies and should merge in the funds
of those agencies.

(i) Loans should be issued by the co-operatives ag co-operative
loans for which a uniform pooled rate of interest should be
charged on ail borrowings,”

o
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22.2. The question of rate of interest itself is a very complicated
one and requires very careful cxamination. Co-operative socicties
advance loans to their members at rates of interest which depend on a
number of factors and the ultimate rate to the borrower varies from
State to State and in various parts of the State itself. The rate at which
taccavi loans are made available is generally lower. If all credit to the
cultivators is given through one agency, a uniform rate will have to
be worked out and to some extent an element of subsidy may be invol-
ved. The whole question, therefore, requires very careful examination
by the State Governments so that a clear policy can be laid down. We
recommend that this should be done without any avoidable delay and
necessary steps to channel ail credit through co-operatives should be

taken. .

22.3. At present the distribution of fertilisers is being done through
co-operative societies to varying degrees in various States. In some
States, the entire distribution is done through co-operatives while in
others only a portion is distributed through -co-operatives. Itis essential
for the success of the movement that this work should, throughout the
country, be handled by co-operative” societies only. It may not be
possible to do so all at once, but efforts to achieve this within a speci-
fied period, say three years, should be made. There may be other acti-
vities also where the rural areas have to be assisted and, as far as
possible, the co-operative agency should be 1._lsed for this purpose.. Every
State Government should make the rural population realise that what-
ever assistance it gives will be given through one agency, viz., the co-
operative. Only. then, will there be a definite shift by the rural
population towards the co-operative and this will considerably - assist in

achieving the targets set out in the Resolution.’
23. ADDITIONAL PLAN PROVISION
23.1 For the implementation of the new programmies consequent on
the Resolution, additional funds will have to be found especially for the
following schemes ; ‘ IR , ‘
(a) Subsidy to village multi-purpose societies and credit unions
for a period of five years; . .
(b) Loans and subsidies for construction of rural godowns ;

(¢) Subsidy to supervising unions wherever necessary ;

(d) Purchase of debentures of land mortgage banks by the
Central Government ; . ) _ .

(¢) Share capital contribution, loans and subsidies for construc-
tion of godowns and subsidy for managerial staff of market-
'ing and processing societies to be organized in addition to
the existing Plan targets ;
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(D) Sttenghthenmg of departmenta'l staﬁ” and - N _'-‘--':“

1

() Expanswn of the trammg “facilities for departmental and
institutional employees and of educatlon programmes for
non-officials.

23.2 Although we have endeavoured "to estimate the outlay on
certain schemes at the appropriate places i in’ this report, it is difficult at
this stage to indicate the quantum of additional provision required.
A supplementary programme will have to be formulated by State
Governments, immediately, after taking into account the progress 5o far
achieved, possibilities for development, etc. We urge that the programme
so prepared should not suffer for want of adequate resources and addi-
tional resources should be found by the Central and State Governments.

24.. SUGGESTIONS FOR FURTHER ACTION
24.1 In our Report we have examined 'the' Né.tionzil Development
Council Resolution and made certain broad suggestions as to how the
Resolution should be implemented. We,'however, feel it necessary to
point out that the proposals we have made will require further detailed
examination. Conditions vary from State to State andin various parts
of the same State, Some States are co-operatively well developed and
have a fairly adequate and competent organization while others are
undeveloped and are not adequately equipped either at headquarters or
in the field. The action that States will have to take to implement the
Resolution will therefore vary considerably and naturally it was not
possible for the Group to make concrete suggestions in respect of each
State. We, therefore, suggest that the Report should be circulated to the
"States. This should be followed by a conference of Ministers of Co-
operation. Registrars of Co-operative Societies and Development Commis-
sioners so that the implications of this Report can be examined and broad
conclusions for the country as a whole reached. After that, each State

will have to work out the detailed plans and their financial and admlms-
trative implications.

24.2 In this connection we would like to emphasise that the pro-
gramme for co-operation is the very foundation of the country’s effort
in economic development. The decisions on co-operative policy reached
by the National Development Council in November, 1958 provide a
broad common approach which has to be adapted and pursued in each
State as part of the national plan with due regard to local conditions
and experience. The responsibility for executing the co-operative pro-
gramme lies with the State Governments and co-operative organizations
at all levels.. It will be for them to impart to the programme the
necessary sense of urgency, dynamic quality and ability to respond to
Jocal needs, :
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APPENDIX
Resolution of the National Development Council on Ce-operative Policy.

At its meeting on November 8 and 9, 1958, the National Development
Council considered the role of the co-operative movement in intensifying
agricultural production, in mobilising local manpower and other resour-
ces and, generaily, in rebuilding the rural economy. The Council consi-
dered that for the development of co-operation as a peoples® movement,
it was essential that co-operatives should be organised on the basis of the
village community as the primary unit, and that responsibility and initia-
tive for social and economic development at the village level should be
placed fully on the village co-operative and the village panchayat. The
Council recommended that in the light of this general approach, all States
should take steps to review their present programmes of co-operative dev-
elopment and formulate fresh programmes to be implemented during the
next two years. It recognised that conditions differ in different parts of
the country and that will be necessary for each State, according to its
conditions to organise the development of co-operative movement along
lines set out in this Resolutionduring the course of the next few years.

2. In a rural co-operative, the member should have intimate knowle-
dge of one another as well as a sense of mutual obligation and concern
for the rehabilitation of the weaker sections of the community, By wor-
king together for the common objective of raising the standard of living
of all sections of the population, the community develops social cohesion
and unity. Where villages are too small, with the consent of the comm-
unities concerned, it will be convenient to form them into larger groups
with a population of about 1000. As a rule, the co-operative and the
panchayat should serve identical areas. These institutions should be
given assistance and guidance, but care must be taken to see that they
develop through the support of the people by undertaking constructive
programmes for the benefit of the people and with their free participa-
tion. The aim should be to ensure that every family is represented in
the village co-operative. It is one of the main purposes of co-operation
to assist those who do not obtain credit under the ordinary banking
principles. The greatest attention should, therefore, be given to ensure
that the co-operative society at present, are enabled to share fully in its
benefits and obligations in their own right.

3. Increased agricultural production calls for a number of specific
measures. These include the full use of irrigation facilities available, appli-
cation of improved agricultural techniques, especially the multiplication of
improved varieties of seed at the village level and the production in every
village of organic and green manures, and the adoption by each village
community of techniques of dry farming, contour-bunding, soil conser-
vation etc. These and other programmes should be carried out through
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the village co-operative in which every-family is represented. Thus, the
responsibility for maintaining field channels should be placed on the
village community. The co-operativeé should make permanent arrange-
ments in the village for producing the seeds and organic and green man-
ures needed, arrange for the supply of these in kind to persons who can
not pay for them in advance, recoveries being made after harvest. It
should arrange for the distribution of fertilizers received for the village
and for their supply to small holders on credit in the first instance. The
cooperative should lay special stress on animal husbandry programmes.
It should also promote programmes supplementary to agriculture, con-
solidation of holdings and other works of benefit to the community,

4. Village societies should be federated through Unions. They

should also become members of marketing societies serving their areas of
operation, '

5. The National Development Council considers that the co-operative
movement should be developed so as to bring within its fold all rural
families before the end of the Third Five Year Plan. For the remaining
period - of the Second Five Year Plan, the Council suggests that State
Governments should formulate intensive programmes on the basis of the
following broad national targets. The conference of Develpment Commi-
ssioners held at Mussoorie in April 1957 recommended a minimum prog-
ramme for co-operation which aimed at bringing 50 percent of agricultural
families into ‘the movement during the intensive stage of community
deveiopment and 75 percent subsequently, A programme for the revita-
lization of existing small co-operative societies was introduced during
1957-58, The National Development Council recommends that State
Governments should make special efforts to revitalize existing agricul-
tural co-operative societies so as to increase their membership from the
present level of about 9 to 10 million to about i5 million by the end of
the Second Plan. The greater part of this increase in membership will be
achieved by intensifying the work of these societies in the village served
by them. There are, however, villages which are at present not "served
by any co-operative society, In areas taken up under the community; deve-
lopment programme, as a matter of first priority, co-operative societies
should now be established in such villages. Each State Government
should endeavour to ensure that before the completion of the first stage
of the community development programme in any block, all villages have
the necessary co-operative and village institutions, The programmes for
the revitalization and expansion of existing societies and for setting up
new societies in community development areas and elsewhere should
together help to raise the membership of agricultural co-operatives to a
total of about 20 million by the end of the current Plan. This will

involve a doubling of the present membership,
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6. The Second Five Year Plan visualizes that credit to the-extent
of Rs. 225 crores should be made available through co.operative agencies,
Rs. 150 crores by way of short-term loan and Rs. 75 crores by way of
medium and long term loans. For the new programmes now envisaged,
credit requirements are likely to be larger. For providing these the
National Development Council suggests that suitable arrangements should
be worked out in the near future in consultation with the Reserve Bank
of India. In the provision of credit, special attention must be given to
facilities for the grant of crop loans. The National Development Council
considers it essential that in each district and development block, the
grant of eredit through co-operative agencies should be closely linked with
programmes for increasing agricultural production and for marketing.
As arrangements are developed along these lines, steps should be taken
to review the existing credit limits so as to facilitate the expansion of
agricultural credit. :

7. Anessential objective of the co-operative movement is the in-
culcation of the habit of thrift and saving. In each area, within 2
specified period, or according to a programme worked out by the co-
operatives, the effort should be to meet all the credit needs of their
members. In the national savings movement co-operatives should
function as primary agencies in rural areas.

8. Inthe course of the Second Five Year Plan, it is proposed 1o
set up 1,900 primary marketing societies. It is expected that when this
programme is carried out most of the mandi areas in the country wiil
be served. The National Development Council attaches much import-
ance to the development of these co-operative marketing societies as they
will assist in the stabilization of prices. For setting up these societies
there should be careful surveys of the potential for increased production
in each area and estimates of marketable surplus. Hitherto, even in areas
in which marketing societies have been organized, their coverage has been
small and restricted. By linking marketing socicties with village socicties
and using the latter as agencies for collection and sale at assured prices
at the village level, it will be possible not only to obtain larger supplies
of foodgrains for meeting the needs of urban areas but also to expand
greatly the credit facilities available for rural areas, The programme
for co-operative processing, which is already under way, should also be
enlarged, in particular, in relation to the processing of food crops.

9. Toensure the success of co-operative development programmes
on the scale here visualized, training programmes should be organized
for village leaders who work on village panchayats and cooperatives,
for teachers in village schools, and for young men in rural arzas who can
serve as secretaries of village institutions. It is also necessary to expand
training programmes for personnel serving in co-operative departmants
and to organize refresher courses for village level workers and other
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extension workers. Existing Co-operative Departments in -the Stafes
are not adequately equipped in field personnel and at the higher levels -
for organizing a large programme of co-operative development. The
National Development Council hopes that all States will take early steps
to strengthen these Departments and to bring into the field of co-opera-
tion a larger number of competent and experienced persons, both non-
officials and officials. State Governments should make it a point to draw
an increasing number of non-official workers for honcrary service, so
that co-operatives refain their dynamism.

10. The Central and State Governments have been enpaged in consi-
-dering measures for simplifying the present procedures for registration
of co-operative societies, grant of loans and management of cooperatives,
Many of the existing procedures impede the development of cooperation
as -a popular movement in which small groups and communities can
function freely and organize their work and activities along co-operative
"lines without excessive official interference and red tape, The. restrictive
“features of the existing co-operative legislation should be removed and
both the present co-operative laws and the model legislation and rules
which have been under the consideration of States should be modifieg
in accordance with the approach outlined in this Resolution. It is also
essential that by making taccavi loans and other facilities avajlable to
" individuals through co-operatives, conditions should be created ip which
every peasant and rural worker will find it to his advantage to join the
village co-operative. The National Development Council trusts that
State Governments will take early steps to introduce radjcal changes in
procedures so as to facilitate the growth of the co-operative movement,

11. The National Development Council believes that through the
development of co-operatives based on the values of freedom and com-
munity responsibility and organized as a national movement the creative

energies of the people will be released for the tasks of national recons-
truction. -
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