
The present volume Includes the writings and speeches 
by late Professor D. R. Gadgll on Co·operatlon during the 
period 1952-70. Prof. Srij Narain Memorial Lectures 
delivered at Chandigarh in 1960 which form Part I of 
the volume present an overview of the co·operatlve 
movement in the developed and the underdeveloped 
world and discuss the role of co·operatlon In the 
transformation of economic society. 

For Prof. Gadgil, Co·operatlve CommonWealth appears 
to be the only path for development under Indian 
condition. In his words, " .•. Where resources and 
opportunities as related to numbers of persons are 
extremely limited and there exists a great deal of stratill
cation and privilege with mutual suspicion and distrust, 
it is highly dangerous to encourage the spirit of 
competition and rivalry. In a crowded society with highly 
restricted opportunities, the development of society as 
a whole requires the most careful mutual adjustment, 
constant reiteration of the need for co·operation .... 
For this, If for no other reason, the philosophy of co
operation alone appears appropriate to present day 
India". 
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credit and marketing, the Issue of Government participa
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education for co-operators, the role of co-operation In 
development planning etc. brought together In Part II, 
provide a deep inSight into the operative problems In the 
development of a co-operative social order. The sugar 
co·operatives, a dynamic element In the transformation 
of rural society, Is the subject of discourse of Part III. 
The exposition of the development of the sugar co
operatives In Maharashtra, the analysis of the problems 
faced by the co·operatives during the formative stage, 
the discussion on long·term national sugar policy 
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active association that Prof. Gadgil had wJth the movement 
for over two decades. The potential of co·operatlon 
as a pragmatic tool for economic transformation of 
Indian society runs as the central theme through 
Prof. Gadgll's writings on co-operation. Students of 
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"eminent academieian and an ardent co-operator of 
special relevance. 
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FOREWORD 

WE are publishing the writings and speeches of Professor D. R. 
Gadgil brought together in suitable volumes. In 1961, the Institute 
published a collection of his writings entitled Planning and Economic 
Policy in India. In 1972, we brought out a revised and enlarged 
edition of the same which includes his important writings and 
speeches on the subject upto the time of his joining the Planning 
Commission. Las~ year we published another volume entitled Writings 
and Speeches of Profe88OT D. R. Gadgil on Planning and Develop
ment (1967-1971) which includes his writings and speeches on the 
subject during the period he was the Deputy Chairman of the Plan
ning Col!llllission. The present volume brings together his writings 
and speeches on Co-operation, a field in which he made major contri
bution to policy and practice both. 

The volume is divided into three parts: The first part consists of 
Prof. Brij Narain Memorial Lectures which Professor Gadgil 
delivered in 1960 at the Punjab University. The lectures are available 
in a separate publication of the Punjab University. Nevertheless, we 
thought it would be appropriate and useful to include them in this 
volume. We are grateful to the Punjab University for giving us per
mission to do so. 

Professor Gadgil made pioneering efforts in the field of sugar co
operatives. He was instrumental in setting up the first sugar co
operative in the country and he guided the movement in its initial 
stages until it was established on a firm and sound footing. The third 
part of this volume includes his writings and speeches on this subject. 
The remaining speeches and writings on co-operation make the second 
part of this volume. 

With the publication of this volume, there remain now to be brought 
together only some miscellaneous writings and speeches of Professor 
Gadgil. We shall include these in another volume which will be the 
last in the series. 

His writings and speecheS in Marathi are already published in two 
volumes. 



vi FOREWORD 

The publication of this volume was held up because of non. 
availability of paper for some time and later because of its prohibi. 
tive cost. We are grateful to the Education Department, Government 
of Maharashtra, Bombay, for supplying at a special price the paper 
for this volume. 

Gokhale Institute of 
Politics & Economics, 
Poona 
March 31, 1975 

v. M. Dandekar 
Director 
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PART 1 

TOWARDS A CO-OPERATIVE COMMONWEALTH 

Prof. Brij Narain Memorial Lectures 1960 



Lecture (-

ORIGIN AND SPREA.D OF CO-OPERATIVE ACTIVITY· 

[ AM extremely grateful to the authorities of the University of the 
Punjab for inviting me to deliver the Brij Narain Memorial Lectures. 
[ had the good fortune of being a(:quainted with Prof. Brij Narain. 
lIe was a careful analyst, an acut~ thinker and an inspiring teacher. 
Above all, he was a man of great seriousness of purpose and nobility 
of character. I am very glad to have the opportunity of paying my 
Ilomage, in the form of these lecttires, to his memory. 

The subject I have chosen is '~oncerned with the objectives to be 
attained and the values to ,be pur'sued through the process of economic 
development that is bein~ attempted at present in our country. The 
term Co-oper_ative Commonwealth haa been very frequently used since 
independence in India to describe an aspiration evidently shared by 
large numbers of peoples, parties and public leaders. No specific re
ference to it is made in the directives of state policy embodied in the 
Constitution of the Republic of India. The ruling political party has 
also specifically defined the immediate objective of its economic policy 
in terms of a socialist or socialistic society. The structure of this 
socialistic society or its general characteristics are yet iII-defined and 
the terms Co-operative Commonwealth and socialist society are often 
used as if they were synonymous. It is at the same time true that the 
ternr socialist societY evokes a more positive response, including 
strong opposition, than the term Co-operative Commonwealth evokes. 
Socialism carries with it special ideological and other associations. 
This, does not appear to be the case with co-operation and the impli
cations of the phrase'Co-operative Commonwealth are rarely discussed 
in concrete terms. , 

Socialism directs' attention prominently to problems of the owner
ship of the rpeans pf production and of the distribution of incomes. 
In both these con,texts" the situation of poor and underdeveloped 
countries attempting planned development is seen to be very difficult., 
The problem of the co,!centration of economic power, which is one, 
of the most diffic~t in modern industrial economies, assumes a parti-, 
cularly intractable form in underdeveloped economies undergoing: 

• Delivered at the University of Punjab, Chandigarh and published by the, 
Punjab University Publication Bureau, Chandig,*~, 1961. 
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Industrialisation. It becomes specially difficult to deal with it whel 
the state is initiating and activising development efforts. In all capi 
talist economies concentration of economic power has almost inevit 
ably increased, at least, in the initial stages of development. Secondly 
in view of the extent of poverty it appears difficult in these earll 
stages to adopt measures of social service or security which arl 
mainly used to redistribute incomes in industrial societies. Therefore 
in a country like India little progress can be expected to be made iI 
the near future with specifically socialistic measures. Moreover, witl 
us the more pronounced imbalances are as between agricultural all( 
industrial and the urban and rural sectors and the most disadvantag 
ed classes are not so much the urban workers as the smalles1 
peasantry and the landless labourers and even more the elemenu 
in the countryside which have not yet been fully absorbed in thE 
settled agricultural population. These weak elements are also thOSE 
which cannot exercise any political power and for which none of thE 
usual institutional or organisational devices thrown up by industria: 
societies could prove appropriate. The usual contents of a socialisti( 
programme may thus not have much relevance for us in the imme· 
diate future. In the circumstances, it is useful to turn to the other 
generally accepted route, that of "co-operation", and see what it holds 
in store for us. I consider that the ideas, the practices and the 
philosophy associated with developments in co-operation in the world 
during the last century and a half are capable of yielding, on a proper 
examination, a socio·economic programme which would prove not 
only of immediate application' but also of lasting value to India. In 
this course of lectures, I have set myself to the task of surveying 
briefly these developments and adducing from them the essential 
characteristics of a Co-operative Commonwealth and the path of pro· 
gress towards it. 

In the first of these lectures, an attempt will be made through brief 
sketches of the history, structure and the working of co-operation in 
countries in which it developed first and flourished most to indicate 
the chief characteristics of co·operative activity and the extent and 
direction of its spread. In the second will be examined the history of 
co-operation in the less developed countries, where the effort has been 
sponsored largely by governments. Particular attention will be paid 
to India in this lecture. In the third lecture an attempt will be made 
to arrive at an overall judgement in relation to the limits of expansion 
of 'co-operative' activity, to suggest an appropriate broadened inter
pretation of the term Co-operative Commonwealth and to discuss the 
attitudes and institutions relevant to this. 

In this first lecture, I confine myself to a small number of selected 
cases. I have neither the time nor the competence to undertake a re
view of the history of co-operation in different countries of the world. 
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That is also not necessary for my purpose; for, my aim is to indicate 
the salient characteristics of the 'co-operative' movement and identify 
its main fields of success. This I shall do by selecting for comment a 
small nuniber of countries in which the most important and the most 
significant developments appear to have taken place. 

It is natural that such a survey should begin with England. In that 
country the co-operative movement was first established and in it co
operative activity was able to secure at an early date, substantial 
footing in some areas of economic activity. It is not only in terms of 
action but also in terms of thought that England has precedence. One 
may look upon modern co-operation as born out of the conditions 
created in the early stages of the industrial revolution. The co-opera
tive movement was, in one aspect, essentially a reaction; it represent
ed an attempt to find the way out of the situation arising out of the 
evils of the new industrial society. The problems of industrial society 
first attracted attention in the country in which the industrial revolu
tion began. This is emphasised by the life and work of Owen who is 
generally regarded as the father of co-operation. I am not concerned 
directly with the ideas of Owen and the early socialist thinkers. It 
is rather-- 'with the practical and lasting form, which emerged after 
a considerable measure of experimentation on the part of Owen and 
the Owenites, that we have to deal. It is generally agreed to·day that 
the beginning of co-operation may be placed in 1844 with the open
ing of the store by the Rochdale Pioneers in Toad Lane. The Roch
dale Pioneers laid the foundation of what was later to be the almost 
spectacular achievement of a British consumers' co-operative move
ment. The Rochdale Pioneers were industrial wage workers and they 
were workers living in the new urban surroundings created by the 

- industrial revolution. However, the problems that they set themselves 
to tackle, in the first instance, were not related to the new productive 
activity in which they were engaged or the problems, currently tack
led by another movement, of relations of labourers with industrial 
employers. They began with the more limited problem of fighting the 
exploitation through which traders, small and large, were making 
their living difficult. It was the problem of making their money go 
as far as possible in providing for their needs and the requirements 
of their families. This problem they decided to tackle through joint 
action of people similarly circumstanced. It has been pointed out, 
there had been many a precursor to the store of the Rochdale Pioneers. 
The Rochdale Pioneers claim distinction because not only did they 
successfully meet the challenge of circumstance by the establishment 
of a viable shop or stores, but, in doing this, they also established, it 
appeared, permanently, principles and practice of co-operative action 
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which were later on to'have worldwide influence. Prof. cor~ su~~ 
, marises in the following way the ideas expressed by the Rochdale 

Pioneers and embodied in their rules and their practice:" 
"These ideas were: first, democratic control, so that each member 

should have one vote, and not as in trading companies a number of 
votes corresponding to his investment of capital; secondly, open 
membership, so that anyone -: at least up to a certain total number 
- could join the Society on :equal terms with the original members; 
thirdly, a fixed or limited intkrest on capital subscribed to the Society; 
fourthly, the distribution of the surplus, after payment of intllrest 
and collective charges, in dividend to the members in proportion to 
their purchases; fifthly, trading strictly on a cash basis, with no 
credit; sixthly, selJing only pure and unadulterated goods; seventhly, 
providing for the education of the members in Co-operative prin
ciples as well as for mutual trading; and eighthly, politi~al and reli-
gious neutrality.'" .. ' 

I shall comment, briefly on some of these ideas. Firstly, whether 
rich or poor, all contributed in a limited and almost equal measure 

, to the capital of the society. There was an upper limit to the amount 
of share capital that a member could contribute. No person could have 
a specially large holding in the capital of the society and as interest 
given on capital, was kept deliberately low no special benefit could 
accrue from investment in the capital of the society. 'In this and in 
the rule that every member should have one vote irr~spective of the 
number of shares he held and the capital he contributed, was em
bodied the original distinctively egalitarian bias of the co-operative 
movement. ' ' 

Connected with the idea that capital should earn only a fixed and 
a low rate of interest was the practice established regarding the dis
posal of surplus. In the light of prevalent socialist theory, the differ
ence between receipts and expenditure was not, as in capitalistic 
undertakings, called profit. It was called more significantly 'surplus' 
and after deduction of the charge in relation to interest on subscribed 
capital and certain aliocations to reserves; etc., the remaining was 

, redistributed to members of the society as dividend. This redistribu
tion was made in relation to the purchases of each member from the 
society or store. Thus. the co-operative eletnent was emphasized. As 
members carne together, for performing an e~onomic activity or 
rendering an economic service co-operatively, each was made to bene
fit from co-op¢rative."activity or service. to the .. extent that he made 
use of or partIcipatejl in the co-operative effortl 

Another importan~ characteristic of early established practice was 
that trading was for cash alone. This, though raised to the rank of a 

, Cole: ;(I. Century of Co;operfltion (1945), pp. 63·64. 
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principle, did not necessarily flow out of co-operative socialist philo
sophy. It was, however, an important practical lesson learnt from the 
eurrent situation. The hold of the moneylender-trader on artisans and 
labourers was made secure by the practice of buying on credit; and 
improvidence was enc;ouraged by the easy terms on which credit was 
made available by some types of private shop-keepers. To enforce the 
need for provident behaviour, trading for cash was strictly adopted 
by the early co-operative stores, and was universally adopted later. 
This rule has been strictly adhered to in the English co-operative 
movement to this day, except for such departures as flow out of cer
tain modern usages, such as delivery at the residence of a member, 
ilf commodities like bread and milk, and the adoption, in· cases of 
eertain durable consumer goods, of the system of hire-purchase. 

The co-operative store was in those times only one of various types 
ilf co-operative endeavour, such as co-operative village communities, 
.self-governing workshops, labour exchanges, all seeking to challenge 
the basis of the-growing capitalist system and to prove by experiment 
the possibility of a better alternative. The uniqueness of the Roch
dale Pioneers lay in their having built upon experience of previous 
failures and chosen a line of action which, in contemporary circum
IItances,_ .offered the greatest possibility of success, and in incorporat
ing their ideas in terms of rules of conduct for the members and the 
store, which, while fully and correctly embodying the philosophy of 
co-operation, also made for practical success of the movement. When 
the storms of the second quarter of the 19th century died down, the 
eo-operative store remained as the single concrete achievement. 

The stores or rather the consumer co-operative movement spread 
rapidly in England during the second half of the 19th century. The 
growth took many forms. The number of retail societies grew, the 
individual societies increased their number of shops and the shops 
covered a wider variety of goods. Membership, however, remained 
almost exclusively working class, so, in the main, also leadership, 
especially local leadership. But much more important than the pro
liferation of societies and shops was the next step taken by the move-· 
ment, that of entering into wholesale trade . 

. The wholesale society was organised by member retail societies 
and its business grew rapidly on the basis of the established retail 
ilutlets. With growth in size and activity one thing inevitably led to 
another and the wholesale society found itself establishing overseas 
depots, acquiring by degrees a merchant fleet, venturing out into co
ilperative banking, and above ail, undertaking direct productive acti-

. vity. The productive activity was naturally launched in· those lines 
in which the demand from members of the retail stores was the 
widest, most stable and most standardised. Within a few decades of 
their establishment, British wholesale societies came to run flour 
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mills and factories for the manufacture of cocoa, chocolate, boots and 
shoes, cloth and clothing and soap and furniture. 

Organization of the wholesale society was based on the same prin
ciples as that of the retail store. The wholesale society is formed by 
and is owned, in the main, by the retail consumer societies. However, 
the membership also includes some agricultural and workers' produc
tion societies. The shareholding of the consumer societies is related 
to their membership, and voting in the wholesale is connected with 
the total purchases made by the retail societies from the wholesaler. 

In entering into various new activities the British wholesale 
societies acted no differently from any other integrated trading con
cern. which tried to acquire control over part of the source of IUP
plies of the goods it marketed. As British wholesalers they have 
relations, perforce, abroad and have to interest themselves in imports 
on a large scale. The co-operative wholesaler does not invariably deal 
with other co-operators, producers and traders in foreign lands, but 
he has considerable connections of this sort. The co-operative is not 
in a position to deal only with co-operatives because some types of 
commodities required by members are not supplied by co-operative 
agencies, and also because members of retail societies may prefer 
particular types or brands which are available only from private 
traders or producers. Thus in the trading deals of the co-operative 
wholesalers, while general preference might be exhibited for dealing 
with other co-operatives, there is no inviolable rule, and members' 
preference or economic interest may lead to dealing on varying scales 
with private producers and traders. 

In the same way, the retail stores do not invariably buy all their 
supplies through co-operative wholesalers; for one, all types of sup
plies required by the stores may not be available with co-operative 
wholesalers. There may also be instances where because of difference 
of terms or consideration of convenience, a co-operative store may 
deal with a private supplier rather than with a co-operative whole
saler. Membership of a wholesale society on the part of retail stores 
does not give rise to any obligation enforced or enforceable. 

The entry of wholesale societies into the field of production raised 
10gicaIly problems regarding relations of consumer co-operatives 
with producers' organisations and with workers' in productive enter
prises. However, at an early stage in this debate, in England, 
the view became established that the consumer co-operative society 
looked, essentiaIly, to the interest of the consumer. The origina1 
view had been more comprehensive. Even the Rochdale Pioneers 
had looked upon the consumer co-operative store as the first among 
many other kinds of co-operative activities and had included in 
their original rules the item of the establishment of 'a self-support
ing home colony of united interests'. As the movement developed, 
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this approach was definitely given up and complete consumers' con
trol was consciously preferred. The entry of the co·operative whole
we society in production, did not, in these circumstances, substan
tially modify, the system of production, or the socio·economic rela
tions within it. The wholesale society was not, in the event, any dif
ferent from any other wholesaler who acquired possession or secured 
ownership of farms, factories or workshops for acquisition of the 
goods in which he traded. 

Both members and non.members can buy from the shops main
tained by consumer retail societies. Ordinarily a non-member at an 
early stage of established dealings with the stores would be asked to 
become a member by subscribing to shareholding. The shareholding 
is ordinarily of a small denomination such as one pound. 

The traditional practice of British co.operation in relation to 
pricing has been to sell at market prices. The surplus that remains 
by conducting sales at market prices, after deducting the fixed 
interest charged on capital and allocation to reserves, is distributed 
as dividend. The acceptance of the policy of charging market prices, 
in early daYll, proved useful by providing a firm guide to the practice 
of co-operative stores. In later years it was not changed as English 
co-operative societies never became so dominant in any sphere as to
be able to act as price leaders. Also, when co-operative retailers ob
tain their supply either directly or indirectly from private producers 
or traders, whose services and supplies are available equally to 
private traders, they have no special advantage over private traders 
in ability to fix a price. The proportion of co-operative production in 
any particular line has also been rather small of total British produc-

- tion, with the result that co-operators have usually been content to 
follow market prices.2 In relation to other aspects of price policy also 
namely prices paid to co-operative producers or the payment of 
wages, the co-operative consumer societies have never attempted to 
follow a policy different from that of private enterprise. The whole
sale co-operatives are considered as good employers but no more than 
that. 

The progress of the consumers side of the British co-operative
movement was remarkable already before the beginning of the 20th 
century. In the first two decades of the 20th century the progress was 
kept up to a considerable extent. The progress of the retail societies 
was exhibited not only in the total value of sales that they made from 
year to year, but also in the proportionate share of sales of co-opera
tive retail societies, in the total national expenditure on goods and 
services. It has been estimated that whereas the share of co-operative, 

• ct. F. Knox: Tho Co-optJTativ. Movement and M01Wpol1i in 8ritam (1957). 
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retail societies in England, of the total expenditure on goods and ser· 
vices was roughly about 3 per cent in 1900, it stood at nearly over 
5 per cent in 1920. The rate of this progress since 1920 does not, how
ever, seem to have been rapid. The share stood at riearly 6 per cent 
in 1938 and it is understood that 20 years after 1938, this share was 
not larger than 7 per cent. It would thus appear that since 1920 the 
retail co.operative"movement in Great Britain has not made much 
headway against the .9ther competing agencies in the field. 

Recent analysis has shown that the share, of co-operative retail 
,sales of all commodities and services has not increased at a rapid pace 
in recent years, and the field orca-operative sale continues to be dis
tinctly circumscribed. The share of co-operative sales is and has been 
the highest in milk, meat and poultry, bread and confectionary, 
groceries, provisions, fish, fruit, vegetables and household stores. It 
has thus been most important in food and household stores. Next to 
these it is significant in coal. In the other lines, amongst which are 
'Clothing and footwear and household durables and chemists' goods, 
the proportion, has been low and has not in,creased substantially of 
late years. The main point to be noted is that in the U.K. where the 
retail movement has very strong working class backing and has' 
-derived much strength from it, it seems to have entered a stage where 
it is no longer buoyant and that the business remains confined, in the 
main, to a limited range of goods of general consumption. 

Similar evidence of lack of significant progress in recent years 
appears in the operation of wholesale societies. The bulk of their 
supplies is obtained by retail societies from the wholesale societies 
.and a limited proportion from the other societies. The producers' 
,societies supplied only one per cent of the goods required by co-oper~ 
tive retail societies. All of this was in non-food goods. Thirty per cent 
ilf the total supply of goods toretail societies came from sources out
side the co-operative movement. The supply made by the wholesale 
,societies was only to a limited extent from their own production. The 
productions of the wholesale societies as a proportion of the total 
eo-operative retail sales in certain lines in which they undertook 
production, were 16 per cent. These lines were food, including tobacco, 
eloth and footwear, household textiles, furnishings and hardware. 
It has been remarked that whereas wholesale societies have main
tained their position as general food wholesalers to the retail societies 
they appear to have lost ground in non-food goods, especially in fur
nishings, hardware and electric goods. In these in particular, the 
retail societies obtained in recent years a high proportion of their 
supply from outside the movement. This, it has been pointed out, is 
a sign of weakness of their competitive position. Because, there has 
been a large increase in productive capacity since before the war; 
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.and a number of factories owned by the co-operative wholesale so

.eieties are now required to remain under-utilised. 
This survey of the co-operative movement in Great Britain em

phasises that while it is strong and has wide coverage it is no longer 
.growing at a significant pace and its development has not been in 
the direction of all-embracing or comprehensive co-operation. The 
Co-operative Independent Commission, whose survey, furnishes the 
4ata adduced above, points out, for example, that in relation to the 
British movement the desire to establish an industrial system based 
.on co-partnership in working and control or profit sharing cannot 
be taken as a motive for embarking on production. This leads the 
Independent Commission to observe in its report (1958) that such 
eoncepts or any general desire to increase the sphere of co-operative 
activity cannot serve, so far as production by the wholesale society 
is concerned, as guidance to correct production policies. The In
~ependent Commission, therefore, in fact, recommends that it would 
be advisable for the co-operative movement in England to narrow 
the range of output and the number of separate lines of production 
and invest s,uch resources in capital as it has, more and more in an 
improvement of the efficiency of retail outlets and wholesaling 
-practices .. 

The English co-operative movement as the first and as formulat
ing basic principles early has been treated in some detail. I shall now 
~eal more briefly with instances from some other countries. 

In terms particularly of ideology and philosophy the contribution 
of France was notable in the early decades. Beginning with Saint 
Simon and through Fourier French ideas gave rise to great many 
,efforts in the -direction of experimentation. in co-operative living. 
Some of these experiments were conducted in the New World, in 
Tural communities. Others were attempted in Europe itself. In the 

. ~rection of, co-operative operation in particular spheres, the most 
interesting departure in France was that in connection with co-opera-
tive Workers' Societies or workshops. The co-operative workshops 
in France came into sudden prominence during the revolution of 
"1848 when Louis Blanc, who was a convinced co-operator and a dis
<Ciple of Buchez, became Minister. In the .circumstances, co-operative 
'Workshops, were started and maintained with state help; they in
evitably collapsed very soon after the end of the revolution. But the 
impetus and the idea remained and through the activity of a philan
thropist, an industrialist and idealist like Owen, M. Goudin, a co
partnership modelled on Fourier's Phalanstery was established, and 
has continued to function to this date. The exceptional case, however, 
has, in fact, proved the general rule about the difficulty everywhere 
err establishing, workers' producer societies. Workers" societies are 
organizations' of poor producers usually confined to a single craft pr 
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trade; they labour under the handicap of inadequate finance; and 
the producer workers have no knowledge and skill in merchandising. 
Therefore, except when supported by others, they find it difficult t~ 
carryon. Also with the large division of labour and' sub-division i of 
processes in modern industry, workers in a single craft or skill can-, 
not usually stand on their own. Therefore, wherever they have suc
ceeded, they have usually been supported in finance and by a 
guaranteed market from outside. This has happened' in France 
largely through continued help of the State to a number of co-opera
tive workshops. The French Government, for example, patronises~ 
to a large extent, the workshops of makers of precision instruments 
or of tailors and clothiers. The English Consumer Co-operative move
ment stands in similar relation to co-operative workshops, which in 
England, are chiefly confined to cloth, boots, shoes and printing. 

In 'Germany, the movement initially got established in the field of 
credit-rural and urban. In the field of rural credit, Raiffeisen, 
Burgomaster of a group of Rhineland villages, first demonstrated the' 
practicability of village peasants' securing credit through going 
security for each other. The problem he faced was that of a peasant 
body which was continuously dependent on the merchant-usurer and 
which could not rise out of poverty and squalor because of con
tinuously living on the border and facing risks of agricultural 
production. Owing to the great poverty of the original members 
of the society, the society started with no subscribed capital. It should 
be noted, however, that in many instances, the initial funds of the 
Raiffeisen societies came from outside and were derived, probably, 
from the philanthropy of people like Raiffeisen. This perhaps ex
plains the position held by outside depositors in the theory af 
Raiffeisen societies. Tbe model rules of Raiffeisen societies state "that 
the object of the society is to improve the situation of its members 
both morally and materially" and the chief way proposed for doing 
this was "to obtain through common guarantee the necessary capital 
for granting loans to members for the development of their business 
and household." The fundamental concept is thus common guarantee 
which was based on the mutual knowledge and confidence of neigh
bours towards each other. Unlimited liability flowed out of common 
guarantee; for, as has been pointed out, the rule of unlimited liability 
was not, properly speaking, an innovation for the times. Unlimited 
liability was the universal practice for business undertakings in Ger
many in Raiffeisen's days. It was, in fact, the rule in all the countries 
relating to partnership and other mutual undertakings before the 
introduction of the concept of limited liability in legislation relating 
to public companies. Loans were made for particular purposes, and 
the purpose had to be productive. Loans were for either short-term or 
medium-term; no long-term or mortgage loans were made. All loan. 
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were further made on the basis of two securities. Profits were not 
distributed but were put to reserve. This would create a fund from 
which future loans could be made and eventually, it was expected, 
the rate of interest could be lower. 

When the number of village societies began to multiply, the village 
banks were linked together in a federal type of organisation. It later 
became possible to adopt a uniform system of book.keeping and ins
pection and pool resources so that the more prosperous societies and 
regions could help the less prosperous ones and the federal idea could 
-expand in the direction of setting up regional and national organisa
tions and banks. 

Another development at an early stage was for members to join 
together for joint purchase out of credit obtained from the society. 
The conversion of a money loan or credit into loan in kind was thus 
obtained and this gave rise to merchandising organisations. At the 
village level merchandising may sometimes be undertaken by village 
banks, but at least at higher levels the organisation formed for the 
purpose was separate from the regional and other banks. 

While in rural Germany, Raiffeisen was thus establishing a model 
for villagl1 credit societies, SchuIze-Delitzsch was doing almost the 
same for industrial workers, and artisans, in German towns. Because 
of tlie--difference of circumstances, the credit organisations built up 
by Schulze-Delitzsch began with a minimum of share subscription by 
members. Though initially based on the principle of unlimited liabi
lity these town banks adopted limited liability as the German law 
developed and allowed it. Also, as was more appropriate to urban 
surroundings, membership or participation in societies was not res
tricted to men personally known to each other; the town banks were 
encouraged to build up fairly wide membership. But with the 
Schulze-Delitzsch banks also personal security was held important 
and loans were made, mostly in small sums and for productive pur
poses. The German urban banking system progressed to regional 
and federal advisory organizations and Audit Unions but did not 
evolve any federal banking system. Also, the Schulze-Delitzsch Banks 
were averse to receiving any aid from Government as this might lead 
to Government control. The Raiffeisen system did not share this 
point of view. 

"A later development on the part of the industrial groups was the 
-setting-up of their own wholesale organisations, quite distinct from 
the banks, and engaged in buying the raw materials of industry and 
the stock-in-trade of retail businesses on behalf of their members. 
Immediately before the Second World War, German private shop
keeping was strongly organized on these lines, with the express pur
pose of strengthening the individual trader against multiple shops 
and consumers' co-operatives. To some this will seem a perversion 
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of co-operation, but from the German point of view,5trengthened 
by the National Socialist outlook, the small shopkeeper was in a posi
tion no different to that of the small farmer and Wa5 equally entitled 
to obtain credit or buy raw materials through l)is co-operative 
society.'" 

Fay, taking a general view of the German situation wrote as fol
lows, in 1908 : 

"Germany is the model country for co-operative credit, and in 
Germany the co.operative credit association has been the parent of 
every other form of co-operation. But in the town the connection is 
in a sense unnatural, the mere accident of history, and it is already 
weakening and breaking up before the differentiation of industrial 
evolution. In the country the connection is natural and permanent. 
The study of agricultural credit includes the study of the whole of 
agricultural organisation; but agricultural credit may mean two dif
ferent things--the credit which is built upon the -village bank of 
individual farmers, and the credit which starts from those same men 
organised into a society for the supply and disposal of agricultural 
commodities. Finally it must be borne in mind that although the most 
intricate part of the credit problem is the superior structure erected 
upon the credit unit, yet the unit is by far the most important thing 
of all. It is by this unit that the intelligence and hearts of the people 
are touched and transformed from weak ignorance to sympathetic 
strength ... • 

Sale societies handled a somewhat more complicated business than 
the supply societies. The procurement of a largely uniform supply 
and its distribution in accordance with the needs of the cultivator 
was not technically a difficult business especially with large developed 
markets. As regards sale, on the other hand, the problems were apt 
to differ from commodity to commodity, and the pooling and a5semb
ling of produce, its transport to the market, subsequent storage, 
preservation and related problems, were much more complicated 
than the problems of distributing supply. Therefore, sale developed 
not overall, but in particular directions in which co.operative sale 
had distinct advantage. There was one aspect of sales activity in 
which the need to co-operate and the advantages of co-operation be
came particularly marked. These were branches of agricultural pro
duction in which more or less elaborate processing of the produce was 
necessary before it could be properly marketed. It is, therefore, in 
relation to processing that the earliest and the most remarkable deve
lopment took place in agricultural industry. What has_been called 
agricultural co-operative production developed in the first instance, , 

3 Digby, M., The World Co-operative Movement, (1948), pp. 76-77_ 
• Fay, C. R., Co-operon .... at Home .. nd Abroad (1948), 5th Edition, p. 62. 
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chiefly in relation to livestock produt!tion. Co-operative dairying, co
operative cheese making, co-operative bacon curing were some of the 
main lines in which co-operative agricultural production developed. 

The earliest and. most successful of such development was in 
Denmark. In explaining the early establishment and spread of co
operation in Denmark, it has been pointed .out that Denmark is a 
country more or less of middle class democracy, with a well-developed 
trade unionism and an egalitarian farming structure. A peculiarity 
of Danish co-operation is said to be the great strength of the rural 
consumer co-operative movement. Traditionally, Danish co-operation 
has developed through developing a society for each special purpose 
rather than having a multi-purpose local society covering all or many 
activities. Another extremely important feature of Danish co-opera
tion on which, to a large extent, its success is said to depend is that 
the co-operative society transacts business only .with its members 
and that its members accept the obligation to do all their business 
with the society. The obligation is in the form of a contract and dur
ing the period -of contract, it is strictly enforceable and enforced. 
Danish co-operation in this matter has, therefore, developed through 
incorporati9n of obligation of doing business with the society in the 
principles of the formation and operation of a society, instead of 
generallY' depending on the loyalty of members. Denmark also offers 
an example of an old movement slowly developing a multitude of 
forms over time and not having a highly integrated or rationalised 
structure. This structure has been described as, on the whole, a 
decentralised structure which is not fully integrated according to a 
central plan but is well integrated vertically in many federated com
modity societies and to some extent horizontally. in inter-branch 
arrangements. The basic units are many types of local societies and 
these have been co-ordinated through inter-branch and intra-branch 
developments and by the formation of federal societies. The manage
ment committees of all higher organisations are elected in such a way 
asto represent different areas or classes of membership. It has been 
said that the firm base of the small local society and the binding con
tract keep the Danish movement in a healthy state.' 

Denmark was the first of the Scandinavian countries to develop 
co-operative activities on a large scale. Norway and Sweden exhibited 
considerable co-operative activity only during the 20th century. 
However, the development of co-operation in. all the Scandinavian 
countries and in Finland has today reached roughly a similar state 
of growth. In all these countries, the agricultural sector is now 
dominantly co-operative. In activities like the sale and processing 

• Cf. Y."r Book 0' Agricu/tur"Z Co-oper"t;Um, 1958. P. G. Gorst: "The Struc
ture of Agricultural Co-operation in Denmark!' 
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of milk, meat, eggs and fish, the co-operative societies are overwhel
mingly important and conduct most of the business. It is, however, 
the peculiarity of Denmark that its consumer movement is distinctly 
rural-oriented and has, therefore, close and cordial relations with the 
rural producers' movement. In other countries, the farmer move
ment and the consumer movement are not very closely linked to
gether and in some cases difficulties have been created because of lack 
of co-ordination. 

Co-operative acti'.<i.ty in industrial production has been noticed 
above in connection with the co-operative workshops confined chiefly 
to artisan industry and small-scale production. Reference was also 
made to it in connection with the operations of the British wholesale 
societies. The latter stemmed from out of the requirements of their 
wholesale business. Apart from co-operation of industrial workers 
or production activity flowing out of needs of numbers of consumers' 
or farmers' societies deliberate entry into the field of industrial pro
duction may be made by a co-operative which is not directly related 
to any economic activity of its members. The main case where such 
deliberate entry has been effected into industrial production by co-ope
rative leaders appears to be that of Sweden. Here, the impelling force 
appears to have been the desire to break monopoly. The Swedish co
operative movement had evidently come up against monopoly price 
fixation by private interests in a number of contexts. The co-operative 
consumer organisation had set up bakeries, in part at least, to combat 
the high price of bread and the movement had entered into production 
of fertilisers, to force down the exorbitant prices that were charged 
for them to farmers. In both these cases, the activity might be termed 
activity closely related to the operations of the consumer or the agri
cultural producer societies. However, there were instances in which 
the co-operatives felt impelled to enter into lines of production in 
which the connection with interests or demands of their membership 
was not equally close. Thus, during the thirties there was formed the 
famous Scandinavian co-operative for production of electric bulbs, 
undertaken by an international Scandinavian co-operative formed 
under the leadership of Swedish co-operatives. Co-operatives also 
took up the production of cash registers and, at one point, it appeared 
as if the movement was set to enter in a large way into the industrial 
production field.· This, however, has not happened to any remarkable 
degree. The field covered by industrial production in Sweden is un
doubtedly somewhat wide. There are said to be more than 40 in
dustries owned by the co-operative movement and these include in 

• Childs, M. W., Sweden: The middle wall (1936). Chapter III. 
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addition to food, china and porcelain, light bulbs, rubber footwear 
and other rubber products, paper, washing machines and fertilizer.! 

The ability of co-operatives to combat monopolies is obviously con
nected with the extent to which they control production in particular 
directions. It has been estimated that there are 9 commodities in 
which the Swedish co-operative movement produced over 25 per cent 
~f the national output and four more in which it produced between 
10 and 25 per cent." The Swedish co-operative movement also is one 
which because of its anti-monopoly stand has adopted an active price 
policy as one of its foremost aims. With all these developments the 
manufacturing capacity in the co·operative sphere in Sweden has not 
been put even as high as 5 per cent of total national capacity. 

The foregoing illustrative accounts of co-operative development 
have all been drawn from developed industrialised countries of North 
and West Europe. This is chiefly because the largest progress in co
~perative activity and the greatest experimentation and innovation 
in it have been made in these countries. Also, it is in relation to move
ments in these countries that the main body of principles and prac
tices recognised as co-operative has grown. 

I do not intend to say anything about development of co.operation 
in the _ communist countries. This is mainly because co-operation in 
the communist countries is used as an instrument of economic trans
formation whose ultimate aim is a communist society. Co-operative 
effort is, in this instance, treated merely as a stage in the path of the 
creation of a communist society. Experience regarding co-operative 
developments which are never looked upon as. permanent or stable is 
not helpful in our enquiry. 

There is however, one case in relation to which an exception might 
be made. Yugoslavia professes herself to be a communist state. How
ever, it has allowed developments in agricultural and industrial 00-

~peration on lines which are not materially different from conditions 
in western Europe. The experience of Yugoslav co-operation may 
thus have lessons of some importance for us. A few peculiarities of 
recent developments in Yugoslavia may be noticed. From the time of 
the retreat from collectivised farming, peasant workers' co-operatives 
which were important in earlier days have greatly diminished in 
importance in Yugoslavia. The dominant form of co-operation is the 
general co-operative which has a specific local area of operations and 
a very wide range of functions.9 These inclUde farming, artisan work
shops as also catering consumer retail trade and various social ser
vices. All these functions it undertakes in addition to the ordinary 

.' Hook and Rieberg, Economic Life of Sweden, 1956, p. 110. 
B Co·operative Independ""t Commiseicn Report, U.K. (1958), p. 187. 
• Cf. Account of the "Kildnda Agricultural Co·operative" in Collective Econo!llY 

in Yugoslavia, Annals 0/ Collsoti". Eoonom'J/, April-Sept_, 1959. 



18 WRITINGS AND SPEECHES ON CO-OPERATION 

basic functions of an agricultural society, that is those of agricultural 
credit, supply, marketing and processing. This large combination of 
varied activities centred in a single society is said to have raised the 
problem of efficiency. A loosely integrated multi-sided activity will 
raise not only problems of efficient operation but also of complexity 
of relations of the general co-operative with the different strata of its 
members_ The relative backwardness of the country and the attempt 
to undertake a large variety of activities simultaneously appear to 
have led to this position. 

The co-operative administrative structure is formed on the lines 
of the general administrative structure of the country, that is the 
organisation is in terms of the locality, the district, the republic and 
the federation_ Another peculiarity of the Yugoslav situation is that 
the trading functions of the district and republic unions have not 
fully developed because of the vestiges of the older system of the state 
marketing of agricultural products. The business of the co-operative 

- marketing unions is also affected by large prevalence of direct sales 
by farmers on markets in towns and cities_ A third peculiarity of the 
Yugoslav movement is the great importance of national banking and 
the credit arrangements. There appears to have taken place no full 
development of co-operative credit, with the result that local co
operatives are subjected to dual control, one by the national bank 
and the other by the district co-operative union. Finally a special deve
lopment of the Yugoslav situation stems from the principle of 
workers' participation and control to which great importance is given 
in Yugoslav economy. Because of this principle, there is a high degree 
of staff participation in the working of Yugoslav co-operatives and 
wherever a primary co-operative conducts a specialised trade or pro
duction activity, the workers employed on such activities have 
membership within the co-operatives and are represented on its ad
ministrative organs. Competent observers fear that this may result 
in a situation in which a conflict of interests emerges as between agri
cultural members who supply materials or sell materials to a trading 
or processing co-operative and the working staff members who run 
that co-operative. Whatever these conflicts may be and however they 
are solved, it is clear that in this context at least the Yugoslav struc
ture, because of its basic slant, has given fuller weight to older co
operative principles than has happened in the rest of the world.'o 

Finally, as a special, very modern development, one may notice the 
co-operative movement in Israel. The movement in Israel started 
under special difficulties and hence called forth among the pioneer 
Jewish settlers qualities of high idealism. The original basic struc
ture represented by the Kibbutz, is a throw-back in a sense, to the 

10 Cf. Yoar Book <>, Agricu/tuml Co-operatUm, 1956. P. G. Gt>rst: MNew Co
operative Developments in Yugoslavia." 
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Utopian socialist community experiments of the early 19th century. 
The distinctive feature of the Kibbutz was complete abandonment of 
the institution of private property. All lands are collectively owned 
and property and production and supply of consumption goods are 
also collective. All adult members in collective undertakings work 
without payment and all their needs are supplied without payment. 
Children are the responsibility of the group and are looked after by 
members elected and trained_for the task. Thus women members are 
freed from domestic duties and work on land and in a variety of 
collective services. 

The Kibbutz was essentially an instrument of early pioneering 
eifort, and made much headway in the Jewish settlement of Palestine 
until the establishment of the independent state of Israel. The Kib
butz may be looked upon as a special instrument created by force of a 
special situation. Its success might also be taken to exemplify possi
bilities for the future. At the same time, it has also happened that as 
soon as the specially difficult circumstances, in which the Kibbutz 
was established and grew, passed the growth of the Kibbutz tended 
to slow down significantly. After the establishment of the State of 
brael and with the need to absorb a large number of new immigrants, 
types of farming co-operatives other than the Kibbutz began to rise. 
The main difference between the Kibbutz and the newer farming co
operatives was that these others were based on relatively independent 
farm families and did not take the form of· a collective communal 
settlement. In many, the step taken was towards a group in which 
each family lived separately but in which the means of production 
were held and the farming was carried out collectively; in still an
other set of co-operatives each family not only lived independently, 
but also farmed its allotment independently. Co-operation in produc
tion, in this case, is limited to the common ownership of certain assets. 
All produce is marketed and also supply purchased co-operatively, 
but in relation to both individual farming as well as family living, 
the members act as independent units. The new developments have 
played an extremely important part in the rapid absorption of new 
immigrants and appear to have been necessary for the purpose. 

Another important characteristic of Israel co-operative movement 
is the large part that co-operation plays in industry and industrial 
production. The agricultural co-operatives have to some extent them
selves branched out into industrial production. This has specially 
happened in the full collectives, the Kibbutz, which have to find work 
for all members of all families. Most of these industrial undertakings, 
are on a small scale and were initially developed on the basis of some 
specific relation to the agricultural aspects of the Kibbutz activity. 
However, a number of activities of considerable industrial importance, 
have also grown up among the Kibbutz such as manufacture of brick. 



20 WIUTINGS AND SPEECHES ON CO-OPERATION 

plywood, asphalt, etc. and others more connected with agriculture 
such as canning and the manufacture of jams and preserves. There 
also exists a large number of workers' production cOcQperatives. These 
workers' co-operatives are to be found particularly in the smaller 
unit industries as that of food, bakeries, wood and metal working, 
cloth and foot-wear, printing, paper and building materials. Even in 
Israel it has been found this is not a form of co-operation highly suit
able to large-scale, htghly-capitalist undertakings and that these types 
are particularly vulnerable in economic depression. 

The Kibbutz as well as producers' co-operative societies have been 
facing a problem which is the result of continuous heavy immigra
tion of unskilled workers. The Kibbutz do not, on principle, employ 
hired workers. At the same time, with the productive resources they 
command, they are under pressure to absorb immigrant workers. The 
producers' co-operatives are faced with the perennial problems of 
increasing membership without demanding an excessive entry fee 
while, at the same time, protecting the relative share of their older 
members. Already in a number of co-operatives, the question has not 
found solution and hired workers who have no means to become full 
members equal the number of members themselves. 

The most remarkable feature of the co-operative situation in Israel 
is, perhaps, the dominant part played in it by the General Federation 
of Labour. The General Federation of Labour which represents the 
united membership of workers' organisation in the country has as its 
counterpart, for managing co-operative industrial activities, a regis
tered body called General Co-operative of Jewish workers in Israel. 
The two bodies are in membership precisely co-extensive and the 
executive organs of the General Co-operative are responsible to the 
executive committee and the General Council of the General Fede
ration of Labour. Most of the labour, industrial, transport and 
building co-operatives are subsidiaries to this General Co-operative. 
The guidance given to individual primary societies by the General 
Co-operative is mainly effected through audit unions to one of which 
each larger co-operative is affiliated. In the case of the larger and 
more important types such as central societies of the movement, the 
control of the General Co-operative is exercised by means of direct 
representation on the management boards of these societies. 

1 may conclude this survey by drawing attention to certain im
portant characteristics of the growth of co-operative activity. It will 
be noticed that not all forms of co-operative activity have grown even 
in all the countries included in the above survey. Co-operation in agri
cultural activity had a somewhat late start in England and is still 
limited in extent and coverage. On the other hand, the consumer 
movement is weak in a number of countries where the agricultural 
sector is fully co-operative. The structure of co-operatives and the 
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principles and practices adopted in their organisation and operation 
are also apt to vary widely. This matter of co-operative principle will 
be discussed at greater length later. But the fact of variation and 
that this has led to bitter controversies among co-operative theoreti
cians and practitioners within each country may be noted here. 

Within each country again it is only certain classes or occupational 
groups that seem to take to Co-operation and not others. Some general 
characteristics of members of such groups and classes are readily 
observable. In the first instance they are all relatively weak as inde
pendent, individual units. Co-operation may indeed, in modern econo
mies, be a necessity for such units; and it is also the weak who are 
likely readily to think in terms of accepting voluntary restraints 
which are necessary accompaniments of successful co-operative acti
vity. It is, on the other hand, clear that if the weak are far too weak 
they would neither think of co-operation nor could pursue it consis
tently. The position of the co-operating units must not be so bereft 
of strength for even a co-operative effort to raise them above the 
minimum level. It is, therefore, not among the most disadvantaged or 
the poorest strata that co-operative activity arises spontaneously or 
without muc!! external guidance and help. It grows, spreads and pros
pers only among those who have already risen above a certain mini
mum p'osition and have some strength to withstand adverse reactions 
and to risk possible failure. 

Even so, it is notable that most early thinkers, and many later ones, 
in co-operation emerged from outside the social strata which under
took and organised co-operative activity. It is also true that in many 
cases initial concrete assistance was afforded to the movement by 
those outside it; but these ideas and aids might be considered as no 
more than sparks necessary to start the conflagration. External 
elements took no great direct part in guiding or assisting later deve
lopments. Also, in most of these countries the state did not sponsor 
and assist these movements, excepting in France, in which agricul
tural credit organisations received substantial monetary help from 
government and the workshop movement had obtained State 
patronage. 

All this is merely to emphasize that a certain basic minimum level 
of security and well-being was essential before a voluntary co
operative movement got established and spread. These conditions 
were, for the larger part, until recent decades, obtainable only among 
the western European countries. Even among these countries un
favourable circumstances retarded developments. Thus the spread of 
the co-operative movement in Ireland is fairly closely associated with 
the land legislation of the last quarter of the 19th century which 
created a large body of relatively viable small farmers. One may also 
relate the steady growth of the movement to the increase in economic 
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well-being of farmers and industrial workers in recent decades_ It is 
suggestive that the largest advances made and the largest fields occu
pied are in countries like the Scandinavian, where recent increase in 
national income accompanied by relative equality in its distribution 
and an active social security policy on the part of the state have been 
most notable. 

In the rich colonies of the new Continents the movement was not 
equally promineut. This has been explained as being a "redection of 
the easier condition in the new countries, with resources not fully 
tapped and a vigorous competitive capitalism which, for many obscure 
its hardships."n 

The relative position of the socio-economic classes is well' brought 
out in the finding of a survey relating to the strength of Consumers' 
Co-operation in England in the middle of the thirties. 

'''So far, co-operation has appealed mainly to the superior 
sections of the working-class. It has made less appeal to the poorer 
sections of the community and not very much to the main body of 
middle-class consumers."" 

A review of the place of co-operation in National Economy in 
different countries of the world written in 1950 emphasises the un
eq;ual progress of the co-operative movement due to the disparity of 

_basic conditions. It describes the situation quantitatively in the follow
ing manner:-

"To sum up, in the economically advanced countries the consumers' 
movement affects one-quarter to one-third of the population and 
carries on 10 per cent to 20 per cent of the national retail trade. Pro
gress in the past ten years has been fairly rapid. Agricultural co
operation affects perhaps two-thirds of the farm population and 
handles anything from 40 per cent to 90 per cent of the more 
important agricultural commodities. Progress in countries where 
co-operation' developed early has been relatively slow in the last ten 
years. In the economically undeveloped countries the proportions of 
co-operative membership and trade are much lower, but progress in 
the last ten years has been very rapid, although not wholly spontane
ous, owing much, as will be seen, to the needs and the initiative of 
the state."" 

11 Year Book 0/ A'gricultural Co·operation, 1960. uThe Place of Co-operation 
in National Economy", p. 4. 

12 Carr-Sounders, Florence and Peers: ConsUmers' Co-opem.tion in Great 
Britain (1938), p. 524. 

,. Year Book 0' Agricultural Co-operation, 1950. "The Place of Co-operation 
in National Economy", pp. 9-10. 



Lecture II 

GOVERNMENT-SPONSORED CO-OPERATION - OBJECTIVES 
AND CHARACTERISTICS 

THE world review of Co-operation in 1950 from which a quotation 
was given at the end of the last lecture makes _clear that the progress 
of the co-operative movement was relatively slow in countries that 
are now described as underdeveloped and that the special part played 
by the state in the movement distinguished it from that in the deve
loped countries_ I shall now turn my attention to this division of co
operative activity. Introduction of and encouragement to co-operative 
activity by authorities of these states were, in most cases, the results 
of a realisation on the part of the authorities of the state that certain 
economic classes required urgently to be aided and organised and that 
the most appropriate type of organisation, in the context, was on co
operative lines. In many instances, direct government intervention 
and assistance preceded attempts to establish co-operative activity as 
a measure of relief or of reconstruction. Usually, recognition of the 
fact that mere direct government assistance could provide no perma
nent solution or bring about lasting improvement led to resorting to 
co-operation. However, in all these cases what was established and 
developed was greatly different from co-operation as recognised and 
practised in western Europe. Co-operation in these countries was, 
at least initially, a formal apparatus or an organisational device foj. 
giving effect to state policy. Ordinarily, the initiation of co-operative 
effort or the setting-up of co-operative organisations was undertaken 
as part of a specific official programme and was related to other com
plementary measures. For example, state-sponsored co-operation had 
origin in a number of countries in policies for combating the depres: 
sion in the thirties and it grew during the war in connection with 
controlled distribution of commodities and other similar measures. 

I proceed to describe the world situation in regard to this type of co
operation by reference to specific developments in Mexico, S. Italy, 
Turkey and Japan. I shall begin with the land reform movement in 
Mexico. This had origin in agrarian revolutions of the second decade 
of this century. In the 30's the recreation of the ejidos, i.e. "co-opera
tive farming estates", was accepted as a permanent form of land 
tenure and government took steps to vitalise and establish the Reform. 
Apart from the ~ctive part taken by government in giving effect to 
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land reform measures and creating and organising the ejidos, assist
ance in every other way was given to them by government depart
ments_ The main source of official influence and encouragement outside 
the agrarian department and the Ministry of Agriculture was the 
specially set up National Bank of Ejidal Credit. The following ex
tract from a recent account brings out clearly many interesting points 
in relation to the operation of this government-sponsored organisa
tion and its connection with the new rural effort. 

"At an early stage, the Bank had to decide whether to attempt t() 
serve ejidos all over the country even in the most isolated areas, or 
whether to concentrate and make a success of a smaller group. Only 
about half the ejidos have credit societies, and not all these borrow 
from the Bank. In the early years, one third of the loans granted 
were in a single region, and it was only gradually that the Bank's: 
operations spread elsewhere. This decision was probably wise, since 
it is common experience that an unqualified local success attracts: 
more imitators and leads to better results than thinly-spread semi
failures. 

The costs of administration remain heavy. Most of the credit 
societies are too primitive to draw up a general plan of cultivation, 
and not sufficiently strong-minded to discriminate between capable 
and incapable members who ask for loans. As a result, the Bank tends: 
to scrutinize individual applications instead of making block loans to 
their society. Further, as members cannot be trusted to spend their 
loans on the purposes for which they were intended, the Bank makes 
them, as far as possible in the form of supplies and equipment. It bas 
often to undertake the recovery of individual debts. Finally, the Bank 
not only lends money, but has set up agricultural experiment stations. 
investigated agricultural problems and published informative litera
ture, thus becoming the principal agency for the guidance and 
development of the ejidos."l 

The Mexical Ejidal Bank was set up in the thirties. Fifteen years 
later land reform in South Italy is also found to resort to govern
ment-sponsored, compulsory co-operation. The following extract from 
an article by Sir Malcom Darling describes the reasons for the adop
tion of this approach:-

"Mention of the new co-operative societies brings me to my special 
interest in the Reform. Unlike Bavaria where the voluntary principle 
is strictly adhered to, every grantee, however little land he receives. 
must join the local society formed to help him and remain a member 
of it for at least 20 years. It is now an accepted fact that the small 
holder cannot hope to hold his own in the modern world without some 
organisation, governmental or co-operative, to supply him with his 

1 F.A.O., C.-operative. and Land U •• , 1957, pp. 18-19. 
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professional requirements and provide him with marketing facilities. 
and cheap credit. If this is the case with the owner who has long been 
used to depend upon himself, how much more must it apply to those 
who in greater or less degree are accustomed to depend on a landlord 
for the ways and means of cultivation and in times of stress for help. 
The labourer is especially vulnerable. In some countries reform has 
done little more than substitute the State for the landlord. The 
change, as I found in East Pakistan, is not always welcome to the 
cultivator, who has even less liking for the impersonal control of a~ 
official than for that of a landlord who can be pressed. In any case 
the rigidity of State control, combined with security of tenure, is 
more likely to produce a static than a dynamic peasantry. In Italy it 
was realized that if production was to be increased, this danger must 
be avoided, and it was thought that the only sure way to do so was to 
organize the grantees. in co-operative societies and to leave them no 
option in the matter .... 

Not only ar_e the co-operatives compulsorily set up but also they
are expected, at least for the first ten years, to be carefully guided 
by the Land Reform Agency. This situation is described as follow;-

"Agency and society are as parent and child. To secure parental 
control. in each society the Agency holds as many shares as the law
allows -and is represented on all its committees. Following practice in 
Italy and Germany, there is one to manage, and another to supervise 
its affairs. The third settles disputes. The Agency further 'indicates~ 
how the first committees should be constituted, and it also provides 
the services of a secretary. The swaddling clothes, therefore, are not_ 
of too light a texture. "We must command the members was the frank
admission; in Emilia it is different; here they are ignorant." 

"To be successful," writes Professor Bandini the President of the 
Maremma Agency, "the reform must make available .... a flexible and. 
prompt organization of credit. This undoubtedly is essential, but the· 
organisation should be on a co-operative basis. At present it is the 
Agency that feeds the societies and their members. Spoon-feeding and 
.waddling clothes go inevitably together."· 

Our next illustration will be from Turkey. in. which the existing
co-operative structure was raised chiefly on the basis of legislation 
in 1935. The following extract from a report made in 1950 by 
M. Maurice Colombain sets out the main features of the solution;-

··Certain historical reasons account for the special conception of 
rural credit and marketing societies registered under the 1935 laws. 
The original object of these societies was the organisation of agri
cultural produce for export, in order to put a brake on speculators 

2 Year Book 0' Agricultural Co-operation, 1956. Sir M. Darling, "Land Reform 
in Italy and Egypt", pp. 7-8. 

B Ibid., p. 10. 
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.and to improve the lot of the producers_ The marketing societies were 
to ensure the collection of produce and its transport to the Unions. 
The Unions were to take charge of all subsequent operations. The 
Agricultural Bank and the Credit Societies we're' to finance the 
schemes by the grant of credit for production, and by advances on 
produce." 

"It was considered that the best way to succeed was by building up 
a large and powerful organization, as quickly as possible. For quick 
action, the super-structure of the organisation came first, i.e. the 
Unions, and the law provided for them to be organized 'in exporting 
centres'_ The result was that the Unions had to arrange for the or
ganization of most of their member-societies. At the same time, the 
Agricultural Bank had to multiply its branches, its agencies, and also 
the rural credit societies. Cetrain efficient methods - at least for a 
time they appeared efficient - for the rapid organisation of primary 
societies were evolved, in view of the need to build on a large scale 
-and to deal with a considerable quantity of produce. Finally, in order 
to strengthen still further the organization, and to concentrate its 
work, all Unions, wherever possible, dealing with different kinds of 
produce - as in Smyrna - were merged into one large body. At the 
same time the Ministry of Economics, with the Agricultural Bank, 
was entrusted with the appointment of the managers and staff of 
societies and with power to give effect to the decision of the general 
meetings ... • 

This extract may be supplemented by some additional quotations 
from M. Colombain's report in order to emphasize not only the simi
larities with the Indian situation but to bring out succinctly the 
characteristics shared by this type of co-operative activity over large 
numbers of under-developed countries. M. Colombain emphasises that 
the fundamental weakness of the machinery evolved from the 1935 
legislation is that "it is purely a machine" and that "the machinery 
is not only no concern of the members; it is directed from outside." 
He adds, "the inertia of the machinery, the need to put it into motion 
from outside, sometimes blindly from far off, the mixture of res
ponsibility and the intervention of the state in the day-to-day affairs 
of the societies, lead inevitably to slow action, late, inopportune or 
contrary decisions, interference by local politicians, in a word to 
confusion." In his opinion, the Turkish experiment had "evolved a 
bybrid and incomplete instrument unfitted today for the work for 
which it was designed. It is not sufficiently supple, agile or dynamic for 
a commercial enterprise. It has not the order, stability or the power
ful reSOUl'Ces of a State organisation. Nor is it endowed with the 

• Yoar Book 0/ Agricultural Co-opsra.ti<m, 1953. M. Colombain: "Main Prin
ciples of ClH>perative Development", pp_ 60-61. 
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~ength, cohesion and voluntary discipline of the co-operative insti-
1;ution." And "these difficulties appear to have resulted from the 
.1Iuperstructure having been built up before the foundation and owing 
to the need for immediate action on a broad front and the latter could 
not thereafter be built up gradually ... • 

We may, finally in contrast, look at developments in Japan where 
there was undoubtedly a great deal of government participation and 
direction, but in which apparently the difficulties of building up the 
foundations have not been experienced to the same extent. The follow
ing extract from a recent publication will be found extremely 
interesting in relation to the general developments of Agricultural 
.co-operation in Pre-1945 Japan:-

"The chief feature of the save-the-farmers policy (adopted in 
1930) was to loan funds at low interest and to maintain prices of 
agricultural products, and to put the programme into effect the co
-operatives were used. The policy of the government was named "The 
Plan for Economic Recovery of Farming and Fishing Village" and 
in the plan there was an item saying that the policies should be car
ried out through the co-operatives in each village. In this way low
interest funds were brought to the village through co-operatives and 
prices of rice, cocoons and other things were autonomously sustained 
by -the co-operatives. 

"In harmony with this the Co-operative Union made a five year 
-plan for the expansion of co-operatives, and immediately tried to put 
this plan into practice. The plan aimed at spreading co-operatives 
throughout the villages and winning more members so that more 
farmers might come to realise the usefulness of co-operatives. At the 
same time it was necessary for co-operatives to improve their 
llllII1agement and stabilize their finances, but upon receipt of govern
ment aid the co-operatives in farm villages showed rapid develop
ment. So it is not too much to say that Japanese agricultural co
-operatives became stabilized as a result of the worldwide agricultural 
panic. This development of agricultural co-operatives encroached up
on the business of merchants and at last a movement caJIed the 'Anti
Co-operative Movement' was started by the Japan Chamber of 
Industry and Commerce. 

"Also, within the agricultural co-operatives, there was an element 
. which necessitated changing the character of the co-operatives. Since 
the promulgation of the law for co-operatives, the co-operatives had 
been under the guidance of the government, and the government's 
policy of working through the co-operatives to tide the farmers over 
the panic had been intensified. By the time of the Sino-Japanese 

• Ibid., pp. 61-64. 
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incident and World War II the Japanese economy was gradually com~ 
iug under government control and the government intended to use 
the village co-operatives to extend governmental control. For that. 
purpose the government ordered that the agricultural associations: 
and co-operatives be merged into the Agricultural Society. All the 
villagers became members and they were not free to withdraw_ The 
executives of the co-operatives were appointed by the perfecturai' 
governors_ That meant that the co-operatives in the villages became 
virtually one governmental organization and lost their independent. 
character_"· 

There could have been few cases of more complete government 
action and control in relation to co-operative movement than that of 
pre-war co-operative movement in Japan described above. This 
situation was altered radically with the Post-War Occupation and 
the agricultural co-operative law in 1947 fully established the prin
ciples of a free co-operative movement. The fundamental principles 
now established were that the organisation of the co-operatives 
should be based on the free will of the members, that the management 
of the co-operatives should be democratic and that while capital 
should be raised as far as possible by members themselves, there 
should not be too many shares held by individual members and the 
dividend per share will not exceed the ordinary rate of interest. It 
might be expected that a movement in which there was a sudden 
switch over from full compulsory membership and government direc
tion and control to the adoption of democratic co-operative principles 
would disintegrate to a very large extent. This was all the more too 
be expected because difficulties during the war especially in the later 
period had led to a considerable degree of disorganisation of economic 
life in Japan. However, agricultural co-operatives registered under 
the new law covered effectively the entire countryside and transacted 
a great deal of total agricultural business even before 1950. Already 
in 1949, because of the possibility of each farmer joining more than 
one society, the total number of farmer members of co-operative 
societies in Japan was substantially larger than the estimated total 
number of farm houses in the country. The development was un
doubtedly helped by government control over pricing and procure
ment of particular commodities, especially rice. The fixing of the 
price of rice and other agricultural products and operation of the 
rice procurement and loans finance system through co-operatives must 
have greatly helped to keep up the cohesion in the movement. In 195~ 
more than 95 per cent of rice and sweet potatoes were marketed 
through t~ co-operative societies and the bulk of the supply of ferti
lisers, chemicals, agricultural implements as well as tyres, tubes • 

• Yoshio Hoynden: CO'opera!>ive mov ..... ,,! in Japan (1968), pp. 19-21; 
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II!IIgar and kerosene obtained by the agriculturists was obtained 
through the co-operative societies_ 

-Careful observers felt in 1950 that the agricultural co-operatives 
<establishment of which had been encouraged as one of the most effec
tive instruments for democratising Japan's rural community, were 
lacking in stability because of the very quick progress that had been 
made! Subsequent developments proved that these fears were not 
-weII-founded. In spite of rapid progress Japan's agricultural co-
-operation continued to improve in quality. The number of agricul-
tural co-operatives in 1957 was larger than before and these were 
-dominated by the multi-purpose co-operatives dealing with credit 
business. There are approximately 10,000 local communities (cities, 
towns and villages) in Japan and for the last few years there have 
been about 13,000 of these multi-purpose credit societies established . 
.All farmers are said to participate in these societies. Government 
control of rice continues; it is collected by co-operatives as authorised 
rice dealers and payment to farmers is made by the co-operatives on 
behalf of the government. Other activities have also increased and 
the proportion of the share of co-operatives in both marketing and 
purchases of all kinds of produce is larger than it has ever been 
bef()r~. . It is interesting to observe that though the agricultural co
-operative movement faces a number of new problems its stability is 
no longer doubted. The new problems to be tackled are defined as 
"establishment of comprehensive and systematic links between co
-operative business and combined planning of co-operative activity, 
expansion of business activities in accordance with a yearly 
programme, with emphasis on the reform of management, promotion 
(If the voluntary co-operative spirit of the members leading to 
stronger co-operatives and the consolidation of the farmer's economy. 
The main problem of farmers' economy is conceived of a better and 
more rational plan of productive activity for each community and it 
is reported that the preparation and establishment of suitable pro
grammes for the development of each village is proceeding actively 
from the bottom.8 

The only comment that need be made on the highly contrasting 
pictures of Turkey and Japan is that the differentiation has little to 
do with presence or absence of government action. Government action 
was not responsible for the results in either case. It is the basic struc
ture of the rural community that was responsible. Whereas in Japan, 
there have existed for centuries, strong homogeneous rural commu
nities with an established tradition of co-operative communal work, 

T Year Book 0' Agricultural Co·opera,tion, 1950. K. Aoki, Japan. 
8 Year Book 0' Ag>ricultlllra! Co·operation. 1958. K. Aoki : "Agricultural Co

operatives in Japanese Economy". 



30 WRITINGS AND SPEECHES ON CO-OPERATION 

most of the underdeveloped countries are characterised by an absenc& 
of such communities today and by the disorganisation and disintegra
tion of such traditions and practices relating to community feeling 
and work as might have existed in the past_ 

I shall now turn to co-operative developments in India. It is not 
necessary in these lectures to make any detailed review of the history 
of the co-operative movement in India. My purpose will be served 
if I recall only the relevant salient features of this history. At the 
outset, the earlier phase of Indian co-operative history has to be dis
tinguished to indicate a contrast with the situations which have been 
described above_ In all these other cases, co-operation was an instru
ment of active official policy and this official policy was concerned 
with all-round economic development or with specific measure of 
economic reform. Whether it was land reform, marketing organisa
tion or the progressive development of the total economy, co-operation 
was used in these countries as an instrument and as part of a total 
scheme. Co-operative activity was allied to positive programmes in 
other directions and was fully co-ordinated with them. For the larger 
part of the history of the co-operative movement in India this was 
not so. It is true that co-operative activity was established in India 
on official initiative. The report of Sir Frederick Nicholson and the 
Acts of 1904 and 1915 form the basis of the movement. Commenting 
in the early 30's Sir Horace Plunkett said that with the exception 
of a few genuinely co-operative cases, the movement in India was· 
due to the zeal of the Registrars or some other philanthropic indi
viduals. He added "It was not so much a movement as a governmental 
policy" _. While this description is, in the main, correct and the history 
of the movement till recent decades was essentially a history of the 
results of political policy and official action, it is necessary to 
remember the severe limitations on that policy and on that action 
till 1947. 

Official policy in India till 1947 was not directed towards either 
overall economic development or any set of specific economic measures 
in which co-operation figured as an item or of which co-operation 
was conceived of, as the instrument. Official policy .confined itself 
chiefly to the iletting-up of co-operative societies_ The setting-up of 
the co-operative societies and the appropriate legal provisions and 
organisational structures were themselves treated as the ends of 
official policy; presumably, it was hoped that co-operative societies 
so set up under official guidance and with official inspiration would 
begin soon to act as co-operative societies formed voluntarily in the 
more prosperous countries by members of more secure groups, and 
would function successfully. 

9 Hough, Eleanor M, The Co·operativo Movomont in [mlia (1932). p. 221. 
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The policy was naturally the only policy that could be adopted by 
a colonial government which had some paternalistic bias. By the 
beginning of the 20th century, this bias had crept into British 
administration in India. However, that bias was not related either 
to transfer of political power or to making aid available or adopting 
appropriate policies which could bring either a state of economic 
security or start economic development. Therefore, whereas pater
nalism or the disposition towards it led officials to sponsor the 
establishment of a co-operative movement, an economic programme 
for the State was absent and policy measures which were essential as 
supports for the development of a co-operative movement in a 
poverty-stricken and insecure rural economy were not forthcoming. 

This may be explained further by reference to the history of the 
co-operative movement in India before the 40's. The movement 
appeared to develop rapidly in the decade after the first world war, 
because this happened to be a period of relatively rising agricultural 
prices and of prosperity among some rural areas and classes. Because 
of this and because of the feeling that the movement was govern
ment-sponsored, funds from certain urban and rural strata became 
available, and the number of societies and their operations grew 
apace. With the depression, however, the movement suffered a severe 
check. Interms of number of societies, of members and of volume of 
business the movement remained stagnant till 1937-38. What was 
more significant was that the check given by the depression laid bare 
the fundamental weaknesses of the movement. In most countries the 
depression led to measures of radical financial reconstruction and 
wholesale liquidation. It is not too much to state that in a large 
number of provinces in India, even the fillip and the improvement in 
the situation brought about during the Second World War and after, 
were not sufficient to revive the movement and that in some, the 
policies adopted during the period of liquidation and financial re
construction left a mark on the structure and operation of eo-opera
tives which is still discernible. 

Notable differences in developments from Province to Province 
were noticed in this early period. These were due partiy to differences 
in economic structure and circumstances but also partly to official 
personnel and policy. In most accounts of co-operation in India, the 
provinces of Bombay, Punjab and Madras were usually mentioned 
as showing the soundest and most hopeful developments. But even 
as between these, certain important differences appeared in the 
course of history. The Punjab had a succession of exceptionally able 
registrars of co·operatives and showed what could be done in favour
able circumstances in a predominantly officially-guided movement. 
The peculiarity of Bombay and Madras history, on the other hand, 
was the relatively much larger participation by non·official leaders 
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of the movement in its growth and direction. As a result, experimen
tation in Bombay and Madras was more varied and though the results 
of efforts were more uneven than in the Punjab, there appeared from 
some points of view more vitality and internal strength in the move. 
ments of these states. 

By and large, however, the co-operative movement remained in
significant in all states in relation to the totality of rural life, and in 
all the more essential aspects of agriculture, credit, supply and sale, 
the co-operative movement took little effective part. 

A specially remarkable feature of early Indian developments had 
been the emphasis on the credit society. This has been justified as 
being natural because the problem of agricultural indebtedness was 
stupendous and in the absence of a suitable machinery for agricul
tural credit, the economic and social influence of the moneylender and 
the evil of indebtedness were greatly aggravated. That may be a per
fectly valid reason for starting with the agricultural credit societies, 
but it was not a valid reason for stopping with them. The real valid 
reason for stopping with them was that any further action would 
have raised, logically, problems of economic policy. Attempts at 
extension of business of supply on the one hand or of marketing and 
processing, 01;1 the other, would have encountered difficulties which 
could have been resolved only by appropriate official policy re: 
development of agriculture. It has been shown above how the raising 
of the co-operative super-structure in Turkey was centred round the 
decision to improve marketing of agricultural produce. The aims of 
economic policy in Japan in the rural sphere were even more com
prehensive. A state or government that was not in a position to take 
a positive view regarding requirements of policy in this sphere could 
not, in thought or action, go effectively beyond the credit society un
supported by government funds; and the attempt to create a credit 
structure unrelated to other activities and requirements was bound 
to fail. 

All this was brought out not only by the collapse of the movement 
in many states during the depression, but also by the reaction of 
governments to that collapse. Governments of Indian provinces were 
not impelled to counteract effects of depression, as were governments 
in all self-governing, dominantly agricultural countries which were 
hit by the depression. These latter attempted to protect the position 
of agriculturist producers by some insulation of the market, some 
stabilisation of prices and some measures of moratoria and other 
temporary reliefs. In India, the other measures were nowhere con
sidered and the problem of moratoria and burden of debt was actively 
considered only by the government in Uttar Pradesh. Some tentative, 
largely ineffective, action was taken in this state in the early 30's. 
Elsewhere it was only when the popular Ministries under the new 
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political constitution came into power in 1937 and after, that the 
problem of adjustment of debts was tackled. 

It is necessary to emphasize this aspect of Indian co·operative 
history. Co-operation in India was no doubt for many decades official
ly sponsored; but it was only the setting-up of c~perative societies 
that was so sponsored and for which arrangements were made. Eco
nomic policy needed in the poorer countries with a backward 
peasantry to make eo-operation succeed and forge ahead was entirely 
ignored. From this point of view, the real history of modern develop
ments in co-operation in India may be said to date only from 1945. 
The two committees appointed by the Government of India, almost 
simultaneously in 1945, looked to the future and faced a series of 
questions. 

The first of these, the Agricultural Finance Sub-Committee was 
not directly connected with co-operation. It was a committee which 
enquired into agricultural debt and was asked to prepare a pro
gramme for a system appropriate for the total finance of agriculture . 

. Inevitably, it took notice of co-operative developments. Two or three 
points regarding the recommendations of this committee might be 
noticed. In. the first instance, the committee emphasized the need for 
a positive approach to the problem of rural debt. In its opinion 
measures such as the regulation of moneylenders or the mere en
couraging of co-operatives were not sufficient. It insisted that the 
only way to undermine the position of the moneylenders was to 
provide an alternative source of credit, for all creditworthy culti
vators. The moneylender's hold on the people was based on his mono
polistic position and the ability to resort to another source had to be 
created for breaking this monopoly. The Committee's attention was, 
therefore, directed to the setting-up by the Government of an appro
priate institutional system which would function all over the country 
as the alternative to moneylenders. It recommended the creation, in 
this behalf, of a number of semi-state Agricultural State Credit 
Corporations. 

It is not necessary to enter into any detail of the recommendations 
or their merits. It is important to note, for our purpose, the manner 
in which the Committee treated the co-operative structure. In this 
connection, it laid emphasis on two points. The first was that co
operative developments in India were so uneven that no system of 
agricultural credit could be raised uniformly in all states on the basis 
of co-operative activity. Secondly, it pointed out that Indian co-opera
tive leaders had felt very keenly about the preservation of the prin
ciple of voluntarism in the operation of the movement. That is, they 
insisted on each co-operative society's being entirely free to decide 
what to do and whom to serve and not being made to faU into a plan. 
In view of these two features of the current situation the committee 
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could not recommend the co-operatives to be adopted as the instru. 
ment for planned supply of universal credit. However, it recommend. 
ed that in any state in which the co-operative movement was reason. 
ably strong and in which the non-official co-operator& agreed to take 
on themselves certain responsibilities and to function as an instru. 
ment of national policy, the setting-up of a State Agricultural Credit 
Corporation would be unnecessary. In such a case, by a suitable reo 
organization of the co-operative structure, a financial organisation 
capable of providing sufficient credit to all credit-worthy agricul
turists in the State could be raised. 

This matter has been explained in some detail as it is crucial in a 
proper appreciation of later developments in Indian co-operation. The 
recommendations of the Agricultural Finance Sub-Committee were 
generally disregarded both by the Government of India and by most 
states. In no state was the idea of setting up an agricultural credit 
co-operation seriously taken up. However, in Bombay State, non
official co-operators in discussing the recommendations of the Com
mittee took a momentous decision. The Bombay Co-operators agreed, 
to accept the responsibilities involved in the co-operative movement 
becoming an instrument of implementing official policy and agreed 
to undertake reorganisation appropriate to this end. The entire 
history of co:.operative developments in Bombay subsequently must 
be interpreted in the context of this decision and its consequences. 

,. This history of reorganisation and development in Bombay assumes 
importance because the recommendations of the Rural Credit Survey 
Committee regarding the new integrated co-operative structure are, 
to a large extent, based on the experience of Bombay, following the 
re-organisation in 1948. 

It is necessary to explain further the special relevance of the Bom
bay experiment to the work of the Rural Credit Survey Committee. 
The Rural Credit Survey Committee was preceded by a Conference 
of Co-operators of Bombay and Madras held at the invitation of the 
Governor of the Reserve Bank and the Rural Credit Survey originated 
in the recommendations of the Conference. Planning for economic 
development had been launched in the country, when the R.C.S. 
Committee began its work and also Indian non-official co-operators 
had modified their earlier stand and had agreed to adopt co-operation 
as an instrument of planning. Inevitably, therefore, the R.C.S. Com
mittee adopted an essentially co-operative approach to the problems 
under its consideration. Once this had been done the two main 
features of the R.C.S. scheme viz. state initiative and state sponsor
ship and J;he integration of credit with sale and supply and process
ing followed equally inevitably. In all countries in which economic 
development programmes had been successfully implemented through 
state-sponsored co-operation the approach evolved had been basically 
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that incorporated in theR.C.S. Committee's recommendation. In 
India the reorganized co-operative .credit system in the Bombay State 
afforded the only instance of a co-operative movement which had 
voluntarily reorganized itself in order to provide a generalised system 
of credit and to fulfil a state programme and which had formulated 
an appropriate programme of schemes of lending for different terms 
of credit and for integrating the system of credit with purchase, sale, 
marketing, processing, etc. Therefore, though many individual 
features of the Bombay experiment had been anticipated elsewhere 
the R.C.S. Committee could exemplify the total approach only from 
the Bombay experiment. 

I shall not spend any time on an itemisation of the R.C.S. recom
mendations but shall proceed with an account of later history. The 
programme of action suggested by the R.C.S. Committee was rela
tively quickly adopted by the Union and State Governments and con
siderable progress has been made with its implementation. During 
the last two years, however, it has experienced difficulties because of 
confusion of thought and vacillations in policy in the Planning Com
mission al!d the Central Government. It is necessary to comment on 
some of these controversies to indicate and assess possibilities regard
ing the. future. 

One of the main points of emphasis of this series of lectures is the 
great variety of forms that co-operative activity is apt to take and 
the need for recognising how differing principles and practices will 
be found to be appropriate for various circumstances. It was possibly 
a by-product of the generalised series of all-India recommendations 
that the R.C.S. Committee made that various state Governments and 
the Reserve Bank put the implementation programme in a common 
frame which came to be interpreted rigidly. The R.C.S. Committee 
had itself stressed unevenness of conditions and need for adjust
ments; but in administering a scheme over large areas and under 
pressure this is apt to be lost Ilight of. It is likely that some of the 
current controversies arose out of a lIomewhat rigid implementation 
of the recommendations. Otherll, however, appear to be based on 
fundamental misconceptions and it is necessary to comment on some 
of these misconceptionl. 

I choose for comment, two. The first is the idea that Government 
participation in the share capital of a primary is wrong in principle 
and will lead to government domination of the movement; and the 
second, that the only type of primary society to be established is that 
which attempts all functions and is confined to a single village. 

Firstly, the matter of government participation : It is not possible 
for a community of poor agriculturists to raise funds initially re
quired for starting a co-operative society out of their own resourcell; 
in exceptional cases where agriculture is lIecure and well developed 
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and the grip of the moneylender-trader is relatively weak external 
aid may not be required. Elsewhere, rapid and planned development 
must be initiated with considerable external help., Conditions of 
underdevelopment, poverty and backwardness, all denote current in· 
adequacy of resources of both finance and personnel. That external 
assistance in both these respects, from those more fortunately situated 
is urgently required by the underdeveloped is universal experience. 
The small-sized village in India represents inadequacy of resources 
in an extreme form and all programmes of its development must, 
therefore, seek to supply the needed assistance from outside and to 
integrate this weak unit meaningfully with the rest of the economy. 
In the circumstances, to talk of depending on internal resources from 
the beginning is tantamount to condemning, as in the past, all the 
poorer and moneylender-dominated areas to permanent stagnation. 
Government participation is here required for widening initially the 
owned resources base and to start developments. Whether this wiIl 
lead to official domination or not depends on the tradition and temper 
of local officialdom and the strength and quality of non-official wor
kers. Where the latter is found inadequate, official dominance will 
exist even with little or no government assistance. 

Therefore, government participation by way of subscribing to the 
share capital of a society ought not to be confused with official domi
nation of the movement. Even in British times the development in 
various provinces was not uniform in the latter regard. Today, there 
are a number of states where the resources of the credit movement 
are mainly derived from the Reserve Bank of India, where the distri
bution of funds by the primary is largely through government or 
bank officials and where such development as appears to take place 
is through the pressure of community project or other administra
tive agencies. In many of such areas, there is no government partici
pation in the share capital of primaries, but the movement is essenti
ally officially-guided and dominated. On the other hand, in the Bombay 
State, for example, the entire co-operative banking structure has, 
during the last ten years, obtained large funds through subscription 
of share capital by Government. The raising of the structure of 
sugarcane co-operative factories has also been possible only through 
government participation in the share capital. However, in both these 
contexts, as I can vouch from personal experience, official dominance 
is absent. Official assistance and technical help are always available 
but the main formulation of policy as well as the conduct of daily 
operati&ns has remained essentially in non-official hands. 

The other important controversy has been in relation to size, areas 
and functions of the primary society. It is difficult to see how a dog
matic approach can be justified in this context and how a single 
uniform solution could adequately cover the total Indian situation. 
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It appears clear, in the first instance, that co-operative societies 
must be looked at essentially as business organisations and must be 
primarily designed and constructed to carry out particular business 
activities. They ought not to be confused with the purely political or 
administrative organisations like Panchayats. It will happen, as often 
happens in all contexts, that the groups of people who lead the Pan
chayats and the co-operative organisations are the same; but this 
ought not to lead to confusion between legal and financial or other 
provisions under which a Panchayat acts and must act and the con
stitutional structure and business operations of a particular co
operative society. 

In relation to conduct of co-operative business, it is difficult to see 
how a single organisation can perform all functions or a rigid type 
of a single area organisation can satisfy all needs in every context. 
The co-operative business organisations must be appropriately 
designed to be able to carry out a number of different functions. Co
operatives of producers have obviously to be formed in a way entirely 
different from that of the co-operatives for marketing or for credit. 
An artisan co-operative such as a co-operative of leather workers or 
weavers has to be composed of a number of artisans of the same 
type and may cover a number of contiguous villages or be confined 
to one, depending on the concentration of the workel;"s. On the other 
hand, if most of the lands in a village come within the fold of co
operative farming, it may be found desirable, in a normal-sized vil
lage, to form, say, three or four co-operative farming societies, rather 
than bringing all the lands into a single society. Simila.rly, a pro
cessing society such as the cotton pressing, ginning or the rice milling 
must, to function efficiently, draw its supplies, from a large enough 
area to give it sufficient business throughout the year or the season. 
For this purpose, it must spread its membership over a wide area. In 
another context, ~ sales society can operate only where there is 
habitually a large congregation of traders. No doubt where there is 
an important element of assembling or grading and storing before 
transporting the produce to the market village, a village society may 
act as a useful subsidiary or supplement to the main sale society; 
but it can never function as the sale society in itself. The same rea
soning applies to purchases; purchases, say, of fertilisers cannot 
profitably be made independently by a viIIage society, but most of 
the larger village societies can act as distributive agents for an effi
cient federal purchasing organisation formed on the basis of a larger 
area. Credit, similarly, must be related to efficient handling of the 
credit business. This has two aspects; one is the processing and 
scrutinising of applications, disbursement of funds or of materials 
in lieu of money, insistence on marketing thrOugh co-oper8,tive 
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channels, and recoveries. All this suggests an essentially local orga
nisation in which knowledge of operations of individual members 
assumes importance. At the same time, a certain turnover is essential 
before a primary credit society can operate efficieritly. Therefore, 
unless there is going to be a perpetual subsidising of administrative 
expenses of the societies, the size of a credit society must represent 
a certain minimum turnover. 

All this again will not give a uniform answer regarding the area 
coverage required in each context. Where operations of agriculture 
are intense and heavy and crops such as sugarcane predominate, 
even a hundred farmers may be able to sustain a credit society, i.e. 
in a small·sized village. On the other band, where farming is largely 
insecure and is of the type of non·monetised, subsistence farming 
the turnover per· farmer would be very low. In extreme cases of this 
sort, no extension of area alone would serve the purpose and sub· 
sidisation may be necessary till considerable agricultural development 
takes place. 

The whole question is further complicated by the possibility of 
combining a number of functions in particular cases, at the village 
level. Credit operations may be combined with agency operations for 
sale societies and local distribution or with consumer store business. 
With such combination, multi.purpose village societies may prove 
viable. It needs, however, to be remembered in this context that it is 
usually only at a fair·sized village with a relatively central location 
that assumption of variety of functions becomes possible or profitable. 

The upshot of all this is, that it is impossible to lay down, it is in 
fact dangerous to lay down, hard and fast rules. Large size is not an 
objective in itself, but excepting in the poorest and most backward 
areas, viability is or should be. The aim of combining everything in 
one society is impracticable. At the same time, at the primary level, 
a number of functions that can usefully be performed through one 
paid agency and one managing committee ought to be so combined. 
Therefore, policy should be defined in terms of broad objectives and 
desirable operations and the actual working-out of details should be 
left to individual states, being in fact adapted to the circumstances 
of agricultural business of each type of region. 

I may now turn to a review of the progress during recent years. 
In the first iniltance, it is clear that even today after years of planned 
effort unevenness in co·operative development remains marked. The 
greatest difference is in relation to the efficiency and strength of 
primary and of district-level units. Everywhere much more finance 
is routed through co.operatives than before, and attempts have been 
made in all states to erect a co-operative super·structure. To a large 
extent, however, the super·structure operates on government gua
rantee and participation of government officials and their Bupervision 
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at a number of stages in a number of activities remain essential. 
That would not be a serious matter if it could be said that the move
ment, as a whole, and the individual operating units were showing 
signs of growing in strength. This, however, cannot always be said 
with confidence. 

In relation to all state-sponsored co-operative effort there is para,.. 
mount need to bear constantly in mind M. Colombain's warning about 
the possibility of the raising of the super-structure itself making it 
impossible to build up a proper primary structure. In co-operative 
economic activity it is the primary unit that is by far the most im-, 
portant. All the other units and the entire super-structure whether 
in terms of credit or production or sale or supply have a single major 
purpose, that of making the functioning of the primary fully success
ful. No understanding of either the strength or limitations of co
operative organisational effort could be obtained without appreciating 
this fundamen_tal point. While, therefore, it may be legitimate to 
think in terms of a super-structure somewhat artificially created and 
maintained while the primaries are allowed to grow and gather 
strength, if the maintenance of this super-structure or any policy 
connected with it makes it impossible to bring healthy and strong 
primaries into being such a policy should be considered self-defeating 
in the long run. 

It is possible to interpret current opposition from some states in 
India to the idea of a large society as being perhaps meaningful in 
this context. The formation of larger societies in areas where prim
ary societies have been functioning for some time already and where 
the co-operative spirit has had time to grow may be all to the good. 
However, in a state where there has been little experience or common 
knowledge regarding the formation and operation of primary so
cieties and where the co-operative idea itself has to find acceptance 
there might be serious objections to making a beginning with a large 
society. Beginning with a large society in such a context may mean 
beginning with a unit which holds no possibilities of functioning as 
a cohesive, socio-economic democratic unit. 

In this connection it appears important to bear in mind the back
ground of the recommendations of the agricultural finance sub-com
mittee, and to enquire whether an immediate effective organisation 
of agricultural credit and marketing must invariably and in all cir
cumstances be linked with the building-up of the co-operatives. If 
one recognises as basic to the Indian situation, that large areas in 
India are not only co-operatively undeveloped but have hardly any 
societies or co-operative membership, the system of supply of produc
tion credit for such areas may have to be designed, at least in the short
run, as apart from the normal programme of development of co-opera
tive societies. A programme of co-operative development is undoubt-
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edly of great importance in relation to future well being. There is, a: 
the same time, no reason why the immediate objectives of supplyini 
credit adequately or marketing efficiently should be made to wail 
entirely and completely upon co-operative developments which mal 
lie well in the future. In such a context, the problem of the suppl~ 
of credit and of a marketing system or processing organisation t( 
meet all cultivators' basic needs and to protect their interests musi 
be dealt with as an immediate short·term programme which fulb 
takes account of co-operative institutions and organisations, wher· 
ever they exist, but which also is able to operate in the absence of 
a co·operative institution or co-operative membership. The onl~ 
requirement that would be essential in relation to such a short-term 
programme would be that no feature of it conflicts with the require· 
ments of the long-term co-operative development programmes. It mal' 
be useful in this context to follow the operations and experience of 
the Egyptian Agricultural Bank. 

To turn back from this digression, the main tests that we formu· 
late regarding progress in co-operation and rural reconstruction are 
whether the co.operative and other structures that are raised, func· 
tion widely and successfully and whether they promise to lead to the 
permanent establishment of a growingly self-reliant co·operative 
structure and above all strong primary societies. In relation to growth 
in economic strength and usefulness of the co-operative structure the 
most important handicap, today, appears to be the absence of suffi· 
ciently strong and well-co-ordinated official complementary action. 

Though government is supposed to be engaged in planned economic 
development, there is yet serious lack of policies that will result in 
a proper development of rural resources and organisations. Ever 
since the days of the Saraiya Committee (The Co-operative Planning 
Committee 1946), for example, great stress has been laid by all on 
the programme of agricultural price Iltabilisation. The entire govern
ment policy in relation to agricultural prices during the last decade 
has been full of contradictions and weaknesses and has created great 
difficulty for the cultivators and the co-operative movement. Govern· 
ment policies relating to market regulation and to co-operative pro
cessing have also not been fully vigorous and active. In relation to 
processing plants there already exists, in many directions, redund
ance in the private sector. As has been often urged, it is, therefore, 
necessary for government to make provision for acquisition by co
operative societies of private plants if development of the co-operative 
sector in this sphere is expected. Marketing continues to be entirely 
the preserve of the private trader and the hold of the private dealer 
on even committees of regulated markets is such that these are not 
able to enforce their own regulations. Unless government policy is 
firm and active in relation to bringing marketing and processing of 
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agricultural produce, as early as possible fully into co-operative 
channels, the future of the entire integrated structure of rural co
operation remains in jeopardy. It is clear that unless much greater 
political power is exercised by rural interests and the hold of the 
urban capitalistic class, whose foundations rest on moneylenders and 
rural traders, is reduced, these policies cannot be expected to be 
adopted and pursued. 

It is not possible to emphasise sufficiently the vital role of co-opera
tive marketing and processing and of its close relation with the opera
tion of the credit system. It may be noted in this context that credit 
and marketing co-operation has made headway chiefly or only in some 
areas where the more valuable commercial crops are grown and where 
agriculture is relatively secure. The integrated structure has a wider 
and more secure base in such areas and also local leadership is more 
readily available in them. With valuable commercial crops co-opera
tive organisation of marketing and processing is found to be less 
difficult. However, what is now patchy and unstable must be made 
secure and widespread and this is not possible without a co-ordinated 
and vigor~us official policy. The problems are neither new nor com
plex. All that is required is for Government to generalise the approach 
that it-seems willing to adopt in practice only under certain induce
ments, as for example in the latest Ford Foundation Scheme for in
creasing agricultural production. 

Finally, one may consider what prospects there are of an early 
establishment of a co-operative movement which is self-reliant and 
has strong primary units. It is obvious that in this connection the 
crucial element is that of non-official workers and local leadership. 
At present Indian co-operative leadership is drawn from among those 
who have, in the main, experience of conduct of co-operative orga
nisations at the district, regional or apex level rather than at the 
primary level. The present leadership comes chiefly from among urban 
classes not directly associated with the conduct of even primary 
marketing and processing societies. It is obvious that until the 
primary rural strata put forth stronger leadership, the full flower
ing of the movement may not take place. 

At the same time there appears no need to despair. With further 
growth of educational facilities, greater activity in local administ
ration, greater decentralisation of power in government, local leader
ship may come to acquire greater experience and greater under
standing and would be able to assert itself. When. this happens a 
basically strong co-operative movement may have grown. 

As I have called ample attention to defects of the current situation 
it is only right that I should also indicate what might be considered 
as hopeful manifestations. Because of limitations on personal know
ledge the illustrations below are all taken from Bombay State. I feel 
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sure they could be matched by other examples from other states 
where the movement is doing relatively well_ The co-operative bank
ing structure in Bombay State has always been relatively self-reliant; 
it showed this quality even in its programme of reconstruction 
during depression. Since the reorganillation of 1948 the structure 
has shown its vitality by the manner in which it has watched the 
progress of. new developments and pursued its programmes con
sistently. One of the most important features of recent history has 
been the part played by the State Apex Bank in the creation of 
District Central Banks and the considerable measure of success 
achieved in this direction. This has shown firstly, that when healthy 
District Organisations come into existence they can call forth greater 
effort and perform much greater service than even an efficient State 
organisation. Secondly, that when deliberate attempts are made in 
this behalf appropriate local leadership is usually forthcoming. 

There are also notable examples of emergence of leadership in the 
primary field. To my mind, the most instructive of these is the growth 
of the cotton sales and ginning and pressing societies in South 
Gujarat. This movement has grown over almost four decades from 
small beginnings. It owed its initiation to an authentic rural leader, 
Shri Purushottam Patel. It has grown by stages and evolved through 
actual experience and has now consolidated its hold in such a manner 
that a very large proportion of total production of cotton from this 
rich agricultural region passes through the co-operatives. Some 
features of spontaneous indigenous growth with firm rural roots are 
also to be observed in the movement which has led to the establish
ment of a large number of sugar co-operative factories in Bombay 
State. It is thus clear that with a favourable environment primaries. 
well-established and healthily functioning, could grow in India. That 
this should happen has to be the endeavour of all, and everything 
that helps and hastens the process must be supported. 

In relation particularly to the growth of primaries and local leader
ship an important gap in India is absence of deliberate effort under
taken for this purpose. This is specially in evidence in relation to 
the organisation of co-operative education. Of recent years a large 
effort has been made in the field of co-operative training. The Reserve 
Bank, in particular, has been very active in the implementation of 
the recommendations of the R.C.S. Committee in this behalf. How
ever, almost all this effort has been directed towards the training of 
officials of the co-operative movement or of managers of co-operative 
institutions. 

Education of the rank and file of the membership in the principles 
of co-operation and related educational activity has been, since its 
origin, reckoned as one of its most important responsibilities by the 
co-operative movement. Little has been done in this regard in India 
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and what little has been attempted suffers from the fatal defect of 
all endeavour in India. centralisation. Therefore. it is not enough 
merely to recognise that education of members is a vital and urgent 
necessity, it is also necessary to see that its organisation and conduct 
are not connected with direction from Delhi. and are entrusted, in 
the main, to decentralised bodies in various homogeneous geographic 
regions. It would be highly desirable indeed to connect this activity, 
if possible, with the working' of the more active co-operative orga
nisations themselves. At present, these consider that their only res
ponsibility is to contribute to the funds of the State Institute or 
other organisations set up for the purpose. Apart from such contri
bution, which is ordinarily imposed by the bye-laws, it is necessary 
to induce all the larger organisations, whether primaries or at the 
district level, to organise educational and cultural activity directly 

. for their members. I would al80 put in a plea, in this context, for 
encouragement of research in two related fields; firstly, in relation 
to the economics of the operation of co-operative societies, and 
secondly, in what has been called the Sociology of Co-operation. 

Currently, the greatest obstacle in the way of progress of co-opera
tion in IndIa is the situation in relation to direction of co-operative 
policy at the centre. This is high-handed and perverse and is at the 
same time weak and vacillating. The most important feature of the 
situation is that co-operative policy is no longer made in the co
operative way. The situation in this regard has steadily worsened. In 
British times the policy was made essentially in the Provinces and 
since the twenties each change was effected only after examination 
by Committees in which active non-official co-operators had an 
influential and honourable place. I have already referred to the two 
important committees of 1945; these had both non-official chairmen. 
An elaborate series of conferences in the states and the Centre and at 
both official and non-official levels preceded the formulation of the 
programme following on the report of the R.C.S. Committee of 
Direction. Recently, however, all regular procedures have been aban
doned and policy decisions are announced oracularly.lO How they are 
made, it is difficult to ascertain. This has had a disheartening effect 
on non-official workers in the states and created confusion in official 
ranks. Moreover, the policy decisions thus oracularly stated or hastily , 
formulated and forced upon Councils or Conferences are all inter
preted as of uniform application all over the country. Nothing could 
be worse for the healthy growth of the co-operative movement than 
this imposition of decisions from above unrelated to local experience 

10 This was the situation towards the end of 1959. During 1960 with the 
appointment of the V. L. Mehta Committee and its report there was some 
improvement. 
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or local thinking. The great requirement today is exactly in the oppo. 
site direction; it is for active, vigorous, diversified experimentation. 
This is necessary, above all, in new fields of endeavour such as that 
of co·operative farming. Of course, the manner in which the decisions 
are announced and the known fact that they are liable to equalJ;y 
sudden changes, lead to no action being taken or being possible, even 
in the supposedly new directions. But this, though perhaps it saves 
the country from some very costly mistakes, merely stabilises con· 
fusion as a permanent state. 

To sum up, though the existing coverage of co-operative activity 
and its total performance in India is not impressive, it does not 
appear that the general structure of the movement or its lines of 
development are basically unsound. Rapid future development and 
the ultimate establishment of genuine co.operation depend on the 
fulfilment of two requirements. These are sound and vigorous com
plementary official policies in the fields of agriculture and small 
industry and the encouragement of experimentation and of decentra
lised local leadership in co-operative activity. If these are forthcoming 
there is no reason why the rural economy of India should not in an 
overwhelming measure be soon covered by healthy co-operative effort. 



Lecture III 

CO-OPERATION AND THE TRANSFORMATION ,OF ECONOMIC 
SOCIETY 

THE previous lectures describe briefly the history of the development 
of co-operative activity in different contexts and its present cover
age and structure. In the light of this, I proceed to discuss, in the 
first instance, the· essential nature of co-operation, as at present 
understood, and the limits of its expansion. I shall subsequently try 
to relate the existing and future co-operative developments to the 
interpretation of the term Co-operative Commonwealth and the possi
bility of the aChievement of this goal 

An attempt is often made to indicate the essential nature of co
operation _by reference to what are called "co-operative principles". 
A co-operative orthodoxy has been built up and in many debates and 
contrOVersies, a reference to such "principles" is presumed to settle 
the issue. The principles as laid down by the Rochdale Pioneers or as 
exhibited in the original Raiffeisen societies are among those most 
often invoked. However, special types of co-operatives have also 
evolved their own principles for which they often claim universality. 
The bitter and, in retrospect, sterile controversies between the 
followers of Raiffeisen and Schulze-DeIitzsch in Germany during the 
19th century emphasise the dangers of the approach through a defini
tion of pristine principles. However, it may be useful at this stage 
to have a brief look at some of the more important principles to find 
out their varying implications and the degree of generality of their 
application. 

We may turn for this purpose to the main Rochdale principles. 
These were open membership, democratic control, dividend on patron
age and limited returns on capital. 

The principle of open membership was directed, in part, towards 
emphasizing the political and religious neutrality of co-operators. 
Though most of co-operative pioneers were moved by great faith, 
they considered co-operative activity as essentially secular and insist
ed on keeping the admission free from all restrictions in terms of 
religion, sects, etc. Open membership may also be linked to keeping 
the value of the shares low so that even the poor could join co-opera
tive organizations. An apparently simple principle as that of "open 
membership" is discovered on examination to create difficulties in the 
context of many types of co-operative activity and does not prove 



46 WRITINGS AND SPEECHES ON CO·OPERATION 

universally applicable. A consumer store may have little difficulty in 
operating upon the principle of open membership. All those likely to 
apply for such membership would be residents of a neighbourhood 
and if they desired to shop with the society or store regularly, there 
was no reason, especially when the trading was only on cash basis, 
why anybody should be refused membership. When, however, one 
thinks in terms of the original type of the Raiffeisen credit society, 
open membership is no longer important or relevant; it would not 
be even an acceptable principle. Where emphasis was placed on the 
formation of a group in which all members knew each other, each 
other's business and character, membership could, obviously, not be 
open. It would be a necessary privilege and responsibility of existing 
members to be fully selective regarding new applicants and entrants 
because it was on the basis of mutual personal knowledge that the 
society operated. (While thus open membership as a principle was 
inappropriate to the original Raiffeisen credit society, the peculiar 
composition of membership of that type gave rise to the principle of 
"unlimited liability". Unlimited liability, in its turn, though very im
portant and indeed vital to this historical type was very far from be
ing a principle of universal or even general application.) 

Open memoership may also have to be interpreted with caution in 
other contexts. It may be important for the smooth working of a type 
that members of the society share certain economic characteristics 
and it may even be necessary to exclude specifically some others. 
If, for example, moneylenders and traders are allowed to join a 
rural credit society, it might result in the operations of the credit 
society being warped and its resources used to benefit the very classes 
whose undesirable activities the society was seeking to eliminate. 
Moreover, in no case could one have open membership in the sense of 
indefinitely extended membership. Limits to size of operations or 
numbers of members may have to be laid in most units of economic 
activity so as not to carry operations beyond a certain desirable level 
of size or acale. 

On the other hand, in economies which are attempting to develop 
according to a plan and in which the co-operative.js accepted as an 
instrument of planning, the concept of open membership may acquire 
a new meaning and an additional dimension. If, for example, govern· 
ment uses the co-operatives as agencies for providing credit to cer
tain classes of agriculturists, a society formed for this purpose would 
have to be open to all members of those classes within the area of the 
society. In this context different ·co.operative' principles may appear 
to be in conflict. On the one hand, it may be contended that a co
operative group being voluntarily formed, should not be compelled to 
admit a person whom it did not like; on the other hand, government 
policy would fail if an initrument set up to implement it were thus 
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at liberty to limit operations of that policy and to prevent particular 
persons from enjoying benefits that national policy decreed should be 
available to them. An opposite, but in a sense a complementary 
aspect is exhibited in provisions for compelling members to join a 
society. Thus in many land reform or land settlement schemes it may 
be insisted that each beneficiary in the scheme must join a co·opera
tive society. Here not only has a society, so set up, to accept 
all members of the class as members of the society, but every person 
who aspires to join the class is compelled to become a member of the 
society. 

The principle of open membership thus proves acceptable in prac· 
tice only with diverse interpretations and many reservations. The 
important residual element that appears to retain universal validity 
is that membership should not be refused in a co-operative society to 
persons for considerations which are not relevant to the operation 
of that society, i.e. its membership should not be denied for reasons 
such as politica1 opinions, religious faith, etc. which presumably have 
nothing to do with the operation of the society. Even this is not 
necessarily. universally accepted. It has been often held that an im
portant feature making for a smooth working of societies was that 
members of societies all belonged to one caste or community. For
merly, there were in India many societies explicitly confined to 
members of a caste or community and some of these societies worked 
well. It is widely felt today that the adoption of such a base militates 
against the building.up of an open democratic society. However, it has 
to be remembered that co-operative organisations exhibit, in the main, 
characteristics of the social milieu of which they formed a part. 
Whether, in fact, membership of a co-operative w!lS really open or 
not and whether the conduct of its operations ,was influenced or not 
by considerations of community, political opinion or religious faith 
would depend greatly on the composition and temper of the society 
in which it operated and of which it was a manifestation. There is 
little doubt that the Kibbutz derived its strength from its homogeneity 
and from the great fervour regarding establishment of the Jewish 
Horne by which its members were informed. 

The principle .of democratic control, the Rochdale Pioneers incor
porated in the rule "One-man-one--vote". There has been general 
formal acceptance of this principle in most types of co-operative 
organisations all over the world. The vote in a co.operative is related 
not to exercising influence in the general affairs of a community, but 
to exercising it in the business activities of a particular economic 
organisation. The one-man-one--vote principle in such a context may 
have the result of minimising the influence of the rich and of' 
preventing concentration of control; it may also not have any adverse 
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effects so long as the membership of the society was fairly homogene. 
ous. The principle may not, however, be fully appropriate if there is 
some element of heterogeneity or of conflict of interests within the 
membership. In a societ,r in which both buyers and 'sellers of a pro. 
duct were members, there might arise conflicts which could not be 
resolved on the basis of one·man-one-vote principle. Also, in many 
federal organisations, the difficulty of balancing of interests would 
have to be solved through special devices. Some qualification of demo
cratic control has also to be introduced where co·operation has been 
sponsored by state authority. Where considerable initiative and 
assistance is available from the state, some powers of supervision and 
control are inevitably retained by the state. 

Prescribing a low value for the qualifying share for admission was 
also related to open membership and democratic control. The value 
of a share is related to the volume of owned capital needed to initiate 
the co-operative activity. An activity which did not require a great 
deal of such capital and in which many could participate might be 
started with a low qualifying amount. However, such conditions 
might not always be obtained. In certain types of, say, producers' 
organisations high requirements of initial owned capital and limited 
potential participant membership may coexist. In such case the mini· 
mum contribution of an individual member may have to be placed at 
a high figure. Moreover, in such organisations great importance is 
attached to the building-up of reserves and other capital assets for 
ensuring stability and for adding to strength and efficiency. As a 
result, the older expanding organisations face a problem in relation 
to the terms of admission of new members. Older members are natu· 
rally reluctant to admit new members, who have not contributed at 
all towards building up the organisation, on the same terms on which 
the original members came in. 

Perhaps, the most important operative principle framed by the 
Rochdale Pioneers was that of giving dividends on purchases. This 
may be more widely phrased as that of distributing the surplus in 
relation to the volume of individual member's business with the so
ciety rather than in relation to his investment in the capital of the 
society or on any other basis. 

Like open membership and democratic control this principle is well· 
nigh universally accepted in theory. However, its practical import is 
not the same everywhere. It may prove of high significance in the 
working of a co-operative store, but it might have little relevance in 
the operation of a primary credit society. Also, the importance of the 
principle gets limited to the extent that a co.operative transcends the 
character of a mutuality and functions as a fully independent 
economic entity. This point may be amplified with reference to two 
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pouibilities. The first is the extent of transactions that the co-opera
tive organisation has with non-members and the manner in which it 
treats the earnings derived from its transactions with non-members. 
The second, and a related point, is the provision made by the co-opera
tive for reserves or for new capital formation. To the extent 
the transactions with non-members prove profitable to the co
operative, an element of gain not connected with mutual business of 
members is introduced. Even more fundamental, if the co-operative 
thinks in terms of capital accumulation, over a period of years, pro
viding continuously for activities in the future, it takes on the char
acter of an entity planning for itself and operating in terms of its 
own business and its own future rather than being merely a 
convenience or device for the better operations of the business pf 
members. 

This brief discussion of some basic co-operative "principles" iIIus
trates how t!te original formulations get transformed during the 
course of the development of co-operative activity over many decades 
in different fields and in varying circumstances. Such an examination 
of principles also provides guidance in distinguishing between the 
essential and non-essential elements in their form and content. While 
this" throws light on "co-operative" values and objectives it does not 
explain or indicate the extent of coverage by co-operation of various 
fields of economic activity. Consideration of the latter question has to 
begin by reference to the essential and original nature of a co-opera
tive organisation. 

Essentially and in origin all co-operat.ive organisations may be 
considered to be mutualities formed, by independent units of econo
mic activity, to undertake in common certain activities related with 

" their functioning as economic units. Logically, the mutuality would 
act on the basis of leaving no profit to iteslf. Consequently, it has 
been argued that a co-operative is a non-independent economic entity 
and strictly speaking thll individual co-operative organisation is not 
even a separate firm. 

The independent units of economic activity coming together to 
form a co-operative may belong to all types. Tbey maf, for example, 
be consumer units such as households, or entrepreneurial units such 
as agriculturists, or artisans or they may be labourers who hope by 
association to achieve a common purpose such as forest labourers 
coming together to exploit a forest or quarrying labour coming to
gether to work a quarry, or road or building labour coming together 
for executing a contract. 

This definition of co-operative activity, would not bar divergent 
types of economic units corning together for jointly undertaking some 
activity. For example, prospective depositors and borrowers could 
come together to form a banking organisation or producers of cotton 
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and handloom weavers could join to set up a co-operative spinning 
mill. In the same way, a co-operative could have among its member
ship varying forms of economic units, such as individuals and asso
ciations. In the operation of the more complex organisations special 
problems relating to possible conflicts of interest in shaping policy or 
relative weightage in administrative influence etc. might arise; this 
would, however, not affect their co-operative character. 

The view or definition of co-operative activity imposes also a limi
tation on its possible scope. The limitation arises from the basic 
requirement of a number of independent economic units coming to
gether for a common purpose. Where an economic activity is not 
capable of being carried on this basis it cannot presumably be brought 
within the co-operative fold. The primary co-operative organisation 
has to be formed as a local group. Co-operation spreads over tIie 
sphere of banking through the federal organisation of primary credit 
societies or of small unit banks. Where such basic decentralisation 
of activity is not conceivable, co-operative activity proper cannot 
begin. Road transport based on small owners of road vehicles could 
be co-operatively organised, but this would not be possible with a 
railway system. Complex integrated systems of public utilities cater
ing for the generality of the public are thus not appropriate to this 
form. Similarly in those activities, especially, mining and manufac
turing activities, in which the unit of production is large and activity 
cannot be appropriately or conveniently initiated by a body of inde
pendent producers or consumers the co-operative form cannot be 
established. Such is the case with a large part of the field of modern 
industry. This would lead to the conclusion that while co-operative 
organisation offers an eminently flexible and adjustable mechanism to 
independent small-scale units for obtaining, in a wide variety of con
texts, the benefits of large-scale operation, it appears to have no 
large place, in particular, in public utilities and modern industrial 
production. .. 

In practice, however, the term co-operative is currently used to 
cover a number of establishments which are not mutualities. The 
largest and the most important class of these ·are establishments 
owned and operated by co-operative organisations which are them
selves formed on the basis of a mutuality. These mutualities build up 
capital reserves or otherwise acquire resources to undertake new 
types of economic activity mainly to extend the scope and efficiency 

. of their original operations in other fields usually related in some 
way to the main business of the mutuality. However, the organisa
tion of this extended business is not itself in the form of a mutuality 
but in the form of an ordinary establishment owned by the 
co-operative organisation instead of by a private individual or 
a company. 
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Some theoreticians have attempted to justify description of such 
extended activities as co-operative through putting forward the 
theory of the sovereignty of the consumer. In their formulation pro
ducers as such have no independent existence, and producer organi
sations are all to be absorbed by the consumer wholesale societies. 

Protagonists of ' the consumer movement in the United Kingdom also 
lay similar claim to overall superiority to developments through the 
consumer approach. A reasoned statement of the view is to be found 
in the following passage: 

"The ideal of universal co-operation could best embody itself 
in forms which involved no inherent conflict of interest. Thus 
the plan of co-operation among producers, which was exposed 
to the conflict of sectional interests, lost ground before the idea 
of co-operation among consumers for the satisfaction of their 
wants. The simple device of dividend on purchases offered at 
once a practical way of avoiding earlier difficulties and discus
sions about the destination of accumulated funds, a means of 
eliminating profit, a method of accumulating savings for the 

_ e~nsion of co-operative enterprise, and a sovereign plan for 
creating the assured market upon which further growth depend
ed. The loyalty and community of interest thus created made 
possible the whole system 'of democratic control, directed by 
inspired and unselfish leadership, which makes the co-operative 
movement different from any other form of economic enterprise 
in the modern world".1 

The claim made in the statement is exaggerated. The claim is valid 
so far as it concerns the operation of the consumers' societies, etc. in 
the field of trading. The exaggeration comes in when it is claimed 
that this approach avoids the conflict of sectional interests or that it 
eliminates profits and at the same time provides a method of accumu
lating savings. As long as the co-operative acts strictly as a mutuality 
the simple device of dividend on purchase has great merits. But when 
it accumulates funds and comes to own other enterprises the problems 
of distribution and of reconciliation of conflicting interests inevitably 
emerge. 

The problem of distribution does not appear important in the era 
of dispersed small-scale economic entities, when co-operators are 
concerned chiefly with preventing exploitation and are guided by 
market prices in relation to all operations. However, with the increase 
in size of units in modern times and with co-operative organisations 

1 Carr-Saunders; Florence, Peers, C01t8UmerB' Co-operation in Great Britain: 
(1938). Pp. 514-5. 
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.attaining, in some fields, even quasi-monopolistic positions the prob 
lem has to be explicitly recognised. That co-operatives are not immun. 
from taking a partial view of problems becomes clear from experien~ 
in a variety of contexts. It has, for example, been noted that thE 
dominance of the movement by Consumers' Societies has had thE 
consequellce of hampering the growth of Producers' Societies and oj 
Agricultural Co-operation in England and that in Ireland the Irisl 
Agricultural Organisation Society led by Sir Horace Plunkett had t( 
fight for control of the creameries and their own marketing agains1 
the persistent opposition from the C.W.S.· 

Like a Consumers' Wholesale Society a general co-operative or ~ 
labour organisation could also enter into fields of production and reo 
lated economic activity. The most important example of such develop
ment is to be found in Israel. Of alI the capitalistic economies, the 
largest part played by co-operation today is in Israel and in Japan. 
A brief discussion regarding developments in these two countries 
would be found useful for highlighting some important problems 
related to the extension of the field of co-operative activity_ 

Israel is one of the few countries where not only are the credit, 
marketing and processing of agricultural activity almost entirely in 
the co-operative field, but also a very large proportion of actual pro
duction activity in agriculture. As of today, outside communistic 
countries, Israel appears to be the only country in which co-operative 
farming is being carried on to a significant extent. The second impor
tant feature of the co-operative "movement in Israel is the fact that 
in the non-agricultural sectors also co-operation both" in the narrower 
and the wider meaning is extremely important. National income 
accounts for the year 1956 indicate that in most sectors of Israel's 
economy co-operative enterprises contributed considerable proportion 
of the total product. Roughly 35 per cent of the product in each of 
transport, commerce and finance was contributed by co-Operative 
enterprises: 45 per cent in building and public works, 64 per cent in 
agriculture, and 19 per cent in industry small and large; and it was 
calculated that 28 per cent of the total national product was contri
buted by co-operative enterprises.· This is most impressive. It would 

2 Cole, G. D. H., Th6 British Co·operot"" Movement in .. SoeioJiat Sometll: 
1951, Chap. VII. 
lt is important in this context to notice that Russel in hi's famous essay ell' 

plicitly recognised the possible diversity of interest between consumer and pro
ducer between county and town, ete.: The National Being: Some Thoughts on 
Irish Policy (1916). 

For a full account of the stresses within the party and government of the 
C<H>perative Commonwealth Federation in Sasketchewan and the restraints Im
posed by the Capitalist framework, see S. M. Lipset: Agrarian Socialism (1950) • 

• Guelfat, L., L'economi. Cu11ri .... .... l.roel_ (Institnt de Science Economique 
Applique). 
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thus appear that the economy of Israel comes most near to being 
called a co-operative commonwealth. It is necessary, however, to be 
careful in this context, regarding the use of the term co-operative 
enterprise and to distinguish between the two types of the co-opera
tive activity particularly in relation to industry. In Israel itself it is 
usual to use the term "the collective sector" or "the labour sector" 
for the more inclusive general class. This class includes all co
operatives proper, that is co-operative organisations. organised as 
mutualities according to the definition discussed above as one division, 
and as another division all economic enterprises, the financial insti
tutions, factories, construction companies, transportation companies, 
hotels, etc. owned by the general co-operative association and other 
large central co-operatives. The term 'labour economy' derives from 
the fact that a large part of the spreAd of co-operative activity is the 
result of the initiative and efforts of the General Federation of Lab
our (Histadrut). The instrument created by the Histadrut to co
ordinate individual co-operative efforts and to act as a holding com
pany for its economic enterprises was the General Co-operative 
Association of Jewish workers in Israel .(Hevrat Ovdim). Every 
member of the Histadrut belongs automatically to the Association, 
membe~ship of which is open only to Histadrut members. The Asso
ciation is constituted as a primary co-operative society at the national 
level and has no share capital of its own other than the nominal sum 
required for legal incorporation.' Whereas in the field of agriculture 
the predominant form of organization through which the Association 
enters the field is the individual co-operatiV'e society; in the spheres 
of building industry and finance it is represented primarily by com
mercial companies which it fully or partly owns. In the field of 
building and construction the leading contractor for the construction 
work is the Solei Boneh, the building and contracting organization of 
the Histadrut. In industry the complicated nature of the picture is 
brought out by the following' quotation: 

"Four main avenues are followed by Hevrat Ovdim in the 
course of industrial expansion, each with its own specific char
acter. The most important instrument of industrial development 
in the labour economy is provided by Solei Boneh, whose organi
sational machinery is being modified to illclude increasing 
provision for heavy industrial enterprise. Many of its industrial 
subsidiaries are controlled through 'Koor', a special holding 
company formed for this purpose. The central wholesale socie
ties, Hamashbir Hamerkazi and Tnuva and other central insti-

• Internatu,,,,,l Labour Rev~w, May 1960, A, Beeker: "The Work of the 
General Federation of Labour in Israel". 
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tutions like Yachin-Hakal have also developed ancillary indus
trial undertakings of some importance_ Secondly, the labour 
co-partnerships and primary producers' co-operative societies 
play a significant role in the light industry of tlie country_ The 
third way in which co-operators participate in industry is 
through the Kibbutzim, many of which undertake industrial 
enterprise in addition to agriculture. An!l finally, Hevrat Ovdim 
directly, or through Solei Boneh and its other institutions, in 
conjunction with private capital has initiated a network of im
portant joint industrial enterprises.'" 

The case of Japan stands on a somewhat different footing. In 
Japan, in the post-war period, the vast bulk of the economic activity 
of farmers and fishermen has become co-operatively organised. The 
extent to which co-operative activity is established in small industry 
and commerce in Japan is also very large. Small enterprise in Japan, 
it is said, itself makes a very important contribution, nearly 60 per 
cent of the total, to the output of industry_ The coverage by co
operative enterprise of the field of small industry and commerce is 
not as complete as that of. agriculture. However, even in small 
industry and-commerce it plays an extremely significant role. The 
history of the industrial and trading co-operatives has been similar to 
that of the agricultural co-operatives. They stem from trade asso
ciation of a compulsory nature formed in the Meiji era. These changed 
into co-opel;atives and were gradually transformed through the 30's 
and 40's and became organs for implementation of control policies 
of the government. The co-operatives of today have succeeded to the 
tradition of the trade association and still retain characteristics of 
these; they have as well many purely co-operative characteristics. 
Apart from this element the small enterprise and commerce co-opera
tives are distinguished by the fact that they are not, as in many other 
countries, co-operatives of producers, i.ll. of industrial workers join
ing together in a co-operative workshop or other productive business. 
They are co-operatives, that is co-operative associations, of owners 
of small independent industrial establishments. They are, in fact, 
therefore, associations of small traders and industrialists rather than 
co-operatives in the generally accepted sense of the term. In interpret
ing this aspect of Japan's development, an interesting problem 
relating to classification is inevitably raised. A number of farming 
units who are members of co-operatives are entrepreneurial units 
employing a considerable amount of capital and hired labour. If a 
co-operative dairy--of fairly substantial dairy farmers--or a co
operative sugar factory of sugarcane farmers of whom_some may 

, 
• Malk08h. Noah, Co·operation i71 Israel, (1954), pp. 47-48. 
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operate on a very large scale is legitimately called a co-operative, it 
seems difficult, in principle, to deny the term to Japan's co-operative 
associations or trade associations of small industries and commercial 
enterprises_ Indeed, this leads to a;n obvious and a natural query 
which comes next: When does such a co-operative association cease 
to be a co-operative association and become a combination? It be
comes clear on raising this question that the term co-operative is, in 
ordinary usage, sought to be confined to associations of the relatively 
weak. It is when the relatively weak come together for a given enter
prise that their action is called joining together in co-operation_ 
When the same or similar action il! taken by the relatively strong, it 
would be ordinarily called combination. 

The result of the discussion is to raise doubt regarding the inclu
sion in the class 'Co-operative' of some organisations and activities 
that appear to be widely recognised as,such. The doubts were raised 
above in two particular contexts. In the first instance is an activity-_ 
not itself organised on co-operative lines-to be included in the class 
co-operative only because a co-operative organisation owns and 
operates it. The activity is not a mutuality for common purpose form
ed by a number of independent economic units but only owned by 
sucl;t ~ mutuality. In its working also it would not. exhibit any co
operative principles. It has been often pointed out by writers on 
co-operation that factories owned by the BritishC_W.S. do not differ 
in any aspect of, for example, policies relating to financial or labour 
relations from those owned and operated by joint stock companies. 
This is also the case everywhere else, whether in. Sweden or in Israel. 
The distinction is recognised by all concerned and the industrial pro
ducers' co-operative organisations are concerned with maintaining 
their essentially co-operative character. This is well exemplified in 
the following quotation related to producers' co-operatives in 
Israel :-

"On the one hand the producers' co-operative is not a highly 
suitable form of organisation for large-scale heavily capitalized 
undertakings of the type which can weather the ,various storms 
of the economy, while on the other hand the societies which re
main small are hard-pressed to meet' the elementary capital 
obligations of continued operation. In addition to those financial 
difficulties which impede the progress of the producers' co-opera
tives, they are faced with the perennial problem of increasing 
their membership without demanding an excessive entry fee, 
while at the same time protecting the relative share of veteran 
members. . 

While the required capital contribution of new members of 
agricultural societies is met by public funds in the form of long-
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term loans to the expanding society, there is no such public 
support of the industrial societies, the expansion of which 'is 
considered the concern of the labour co-operative movement 
alone. In the producers' co-operatives the question has not yet 
found solution, and hired workers who have not the means to 
become full members of the society which employs them, now 
generally equal the members in number ...... 8 

No such problems are held to arise in relation to industrial con
cerns owned and operated by, for example, the Solei Boneh, pre
sumably. because these are not taken to be "co-operative" in the 
proper sense of the term. 

The Yugoslav solution of this problem appears logical. In Yugo
slavia the' ownership of all producers' organisations is vested in 
workers and membership in all co-operatives is open to workers or 
other related interests. This approach would intensify problems in 
relation to reconciliation of conflicting interests in the shaping of 
policies.' However, this might not be a major difficulty. What makes 
the Yugoslav approach not generally relevant is that it can be adopt
ed only in a Communistic Society. The transition in that country has 
been twofold. The first process has been that of vesting all means of 
production in the nation or the community; the transfer to the appro
priate body of workers could come about later only because the first 
step had been taken. In the non-communistic societies there is no 
way by which workers could obtain ownership of the production 
apparatus. If a fully; diffused ownership of the means of production 
could be assumed, the Yugoslav Iiberalisation of policy regarding 
the grant of membership to all concerned in co-operatives may prove 
useful. But in a predominantly capitalistic economy as soon as a co
operative ceases to be a mutuality and takes the form of a continu
ing capital-conscious organisation it cannot- fail to partake, in a 
large measure, of the operational and other peculiarities dominant 
in its environment. Moreover, except in specially favourable condi
tions as those in Israel no large extension of even such co-operation 
in the field of modern industry is likely. 

The other problem raised above was that of the difference between 
a co-operative organisation and a combination. This also involves 
questions not of organisational structure but of attitudes and end
objectives. And it is to these that special attention has to be paid in 
discussing the concept of a Co-operative Commonwealth. 

I propose to confine deliberately what I say relating to the concept 
of the Co-operative Commonwealth to conditions and possibilities in 
India of the near future. The review so far has indicated that while 

• Ibid., pp. '52-53. 
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eo-operative activity does not cover all aspects of economic life and 
has limited significance in most highly industrialised societies, it 
could assume great. importance in underdeveloped economies. In 
these economies, in agriculture and other primary production and in 
IlIIlill industry and transport the co-operative way is not only avai
lable but is eminently suitable. This is also true of co-operation among
consumers; consumers are, again, ordinarily small and weak units. 
Obviously such co-operative activity will acquire strength only when 
the consumer is keen on making small economies in relation to his 
purchases and when he is ready to' accept common standardised com
modities 'for this purpose. Trading in specialised goods, in limited. 
markets may not easily come within the co-operative sector in a 
general way and most non-standard, miscellaneous activity may faiT 
through the co-operative net. But this is, possibly, no very large loss. 

When a society as a whole becomes rich and prosperous, so that. 
the weak elements are no longer numerous, co-operative activity may 
appear to lose its importance. For example, increasing prosperity 
may well be the basic reason of the relative stagnancy of the British 
consumer co-operative movement in recent decades. Prosperity is, 
however, not likely to affect producers' co-operation in the same way
so I!mg as the individual production unit remains relatively small
scale .. 

The importance of co-operation to a society which is iloor and in 
which weak economic units are overwhelmingly large in number, 
cannot be over-estimated. However, in many of such societies for 
co-operation to succeed, it is necessary that it should be initiated and 
nursed by external effort and that' co-operative activity should 
always be supported by appropriate government policy in relat~on t()o 
economic security and economic progress. Not only is the number of' 
economic units very large in underdeveloped countries, but there 
exists in them great disparity in strength between the weak and the· 
strong, between urban and rural sectors between those based on 
modern techniques and the units using old techniques and between: 
those operating on a small scale and the large-scale modern business. 

Moreover, in countries engaged in development planning there are
two particular reasons why co-operative organisations should be
encouraged to spread widely; Planning, in the ultimate analysis, can 
be effective only through action of each individual unit of activity' 
in the economy; so that unless the planned target and the pattern 
of behaviour called forth by plan-requirements are communicated' 
effectively to each individual dispersed unit, the success of the 
plan cannot be guaranteed. This involves the creation of organisa
tions which can act as intermediaries in the two-way process of' 
communicating planning decisions down to units and communicating
reactions of the units to the planning authorities. The experience of' 
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the depression and the two wars has emphasised the need for setting 
up organisations in all fields of activity to, give effect to government 
'plans and regulations. Combinations of even large-scale units have 
,been encouraged to bring about uniform implementation of govern
ment plans in their regard. The need for meaningfully organising 
the very numerous body of agricultural and smaIi industrial pro
ducers in a country like India cannot then be over-emphasized in the 
'context of planning. It is only when these producers get organised 
in a co-operative structure of their own that one can expect both to 
learn more of their wishes, their -capacit{es and their potentialities 
.and to be able to communicate and interpret to them the overall deci
.sions to get proper implementations of the plans from them. 

Secondly, co-operative organisations could be relied not only to 
implement the plans more effectively but also to carry them out with 

·greater scrupulousness, care and honesty. Co-operative organisa
·tions, particularly when there is an element of government sponsor
ship in their initiation, are amenable to public direction, and are 
subject invariably to public audit. Also, policy decisions even in their 
internal affairs are taken, by and large, in an open manner. They 
care also in other ways more amenable to public opinion than private 
organisations.~ Therefore, especially in those countries, i.e. all under
developed countries, where private enterprise does not ordinarily 
play the game in relation to government regulation or planning the 
-existence of a large co-operative sector is very greatly to be desired. 

These considerations amount to a powerful plea for the active 
-sponsoring and spread of co-operative activity not only among the 
bulk of farmers and artisans but also among every type of dispersed 
-economic activity as in fishing and in forestry, in quarrying and in 
transport, in public works and in construction. Indeed, such a policy 
may be thought of in our situation as the most effective manner in 

'which not only more effective performance is guaranteed but also 
social security and welfare is provided for .• 

Even so, all this falls far short of the image conjured by the term 
Co-operative Commonwealth and I now turn my attention to the final 
-task of defining the wider interpretation of the term. We have seen 
that if one follows the definition of the 'co-operative' as a mutuality 
the possible coverage of co-operative activity becomes limited. Also, 
while the ownership of production enterprises by co-operative orga
nisations or Labour Unions mal' have some advantages, such owner
lIhip does not affect the basis of their operations in the general con
text of the working of a capitalist system. On an examination of 
generaIiy ftCCepted co·operative principles it has been found that 
almost none have universal validity and that in relation to all of them 
it is necessary to examine the particular situation before they are 
applied. They would be of great help in indicating the broad outlinea 
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o()f what might be called the co-operative system of values but do not 
furnish by themselves information relating to the structure and 
procedures of a co-operative commonwealth. To the exte!lt the co
operative organisation on the pattern of a mutuality is feasible within 
:a modern industrial society the Co-operative form would' be favoured 
in a Co-operative Commonwealth. However,as this is not feasible 

- universally or even in all strategic spheres in modern societies, the 
-essential features of a Co-operative Commonwealth have to be built 
up independently of the concept of a mutuality. 

To give an adequate answer to the problem as posed above it is 
necessary to look not only to the established co-operative principles 
llUt also to what might be called co-operative history and co-operative 
philosophy. It is important to note that the co-operative gospel and 
oCo-operative experimentation emerged through a revolt against con
temporary manifestations of early capitalism and the attempts were 
in the first instance directed towards creating not a new type of 
institution within the capitalistic framework but the basis of a new 
1Iociety. The first experiments, therefore, took the form of establish
ing small. closed communities whose structure and operations were all 
modeJled on co-operative principles. What were later to be derided 
-as Uhlpias might thus be regarded as amongst the earliest of scientific 
social experiments in the modern era. The efforts to withdraw from 
the contemporary world and establish whole communities based on 
independent principles did not succeed; and though some isolated co
operative communities continue to function and, to a limited extent, 
to foJlow the old models these cannot be taken as seriously influenc-. 
ing either current thought or practice! As a result of the failure of 
the early co-operative communities attention was turned towards 
building up special institutions which would have the effect of miti-. 
:gating some of the hardships of the capitalist system for some classes 
among the depressed or the disadvantaged. However, the provisional 
adoption of such a limited aim did not, for at least the early pioneers, 
involve giving up the idea of the ultimate reconstruction of the entire 
.social fabric on co-operative principles. This is clearly indicated, for 
example, in the original statement of the Rochdale Pioneers. In time, 
the aims appeared to have narrowed and co-operators came to recon
.cile themselves to acceptance of the co-operative organisation merely 
.as an institutional type within a capitalist society. To some extent 
.some even began to maintain that co-operative organisations neces
sarily required the framework of a capitalist society. 

It has happened at the same time that in the early stages of the 
growth of aJl communist economies, that came into being after 1918, 

'frnfield, H. F., Co-operati"e Communitie.",t Work 1947. 
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resort was had ona large scale to setting up co.operative organisa
tions. And though iii most developed communist systems co-operative 
organisations appear no longer important, in the Yugoslav system, 
in particular, the co-operative form appears to have· gained an im
portant and permanent place. In this context it becomes necessary to 
bring together a number of strands from thinking ,and action in 
diverse co-operative manifestations for obtaining an idea of the 
essentials of the structure' of a Co-operative Commonwealth. The 
wider, interpretation of the concept of Co-operative Commonwealth 
has to draw upon all sources viz. the aspirations and motivations of 
co-operative idealists from the days of Owen to those of the Kibbutz, 
the principles incorporated in co-operative practice and the diverse 
forms of organization that co·operation has taken in many countries 
and for different purposes. The attempted synthesis has also to take 
a note of the fact that it is the structure and basis of a new or trans
formed society that is being considered and not the operation of iii 

sheltered area within a capitalistic or socialistic society. Inevitably, 
in considering the question in the Indian context both experience of 
recent developments in India and traditional values of Indian society 
will have to be 'given due weight. 

In relation to the structure of productive organisation or economic 
organisation in general, the emphasis of co-operation would be on 
operating, as far as possible, through small independent units. These 
units would co-operate together for achieving economies of scale and 
for other mutually beneficial activities. The co-operative could take 
a variety of forms and its extent and coverage would differ from 
group to group. It may, for example, be held advantageous for groups 
of uneconomic farmers to advance as far as joint farming in the 
direction of co-operation, while the viable farmers might be content 
only with co-operative credit, supply and processing activity. What
ever that may be, co-operation would emphasize dispersal and 
decentralisation of activity and would put the smaH independent 
enterprise and the primary co-operative unit at the centre of the 
economic picture. This is consistent with the origins and continued 
motivation of co-operative activity as being concerned with the pro
tection and strengthening of the small and the weak. 

On the operational side, co-operation would be distinguished by 
the, view it takes in relation to incentives. Belief in co-operation 
implies accepting the possibility or the established fact that men are 
not guided in their work solely by hopes of material gain, that they 
recognise the importance of group and social obligations and are 
ready to accept voluntarily limitations on expectations and rewards 
and to exhibit restraints in behaviour patterns in pursuit of econo
mic gains, that non-economic incentives such as social recognition 
and opportunities for social lVork are of value in motivating them. 
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and that efficiency and sound business are compatible with a regime 
(If deliberately limited economic incentives. Another important opera
tive aspect of co-operation is its deliberate divorce of control from 
ownership. This is related, in part, to the attitude of co-operation 
towards incentives; it is also related to the belief that control of 
-economic activity arising out of concentrated power and in pursuit 
-of private gain has serious disadvantages, and that control opera-
tions which are connected only in part with hopes of such gain can 
both be efficient and socially beneficial. 

Other aspeCts of co-operative values may be brought out through 
reference to the universally accepted concepts of equality and democ
racy. Though not insisting on any rigid or mechanical formula relat
ing to equality, co.operation with its insistence on small units, with 
its anti-monopolistic attitude and its philosophy of control obviously 
favours great diffusion of ownership of resources, and where such 
,-diffusion of ownership is not possible, will insist on the diffusion of 
power. Because of its attitude towards economic incentives and em
phasis on fair sharing, it would obviously favour a relative equality 
in distributive shares. In particular, co-operation discourages high 
"rewards associated with the ownership of capital. It looks for savings 
being- formed through deliberate joint social effort rather than 
through offer of high incentive rewards to individual savers. While 
not advocating the' abolition of property, it would, therefore, insist 

"on keeping its share of the national product at as low a level as 
possible. Further, believing as it does in the power of non-ecqnomic 
incentives and the individual's sense of social obligations, its scale 
,of remuneration to individual effort could not exhibit wide different
ials. Above all, its !lmphasis on educational and cultural v.alues and 

,on the responsibility of the social group for not only protecting but 
grading up the quality of individual members would also make for 
~n egalitarian outlook, though it is obvious that equality in this case 
is achieved not as a condition precedent but as a result of the prac
tice of co-operation. 

In the same way, co-operation is essentially democratic. Its philo
sophy of control and its principle of open membership indicate that 

"the co-operative order will' be an economic democracy in which pri
vilege in any form will not be countenanced. In its operative aspect 
it exhibits a special slant in this regard. This is the insistence on the 

'centrality and importance of the primary and the local group. Co
operation is thus against concentration of control not only in the 
sense of concentration in the hands of a few individuals or a small 
group, but also in the sense of concentration at a point or in a stratum 
in a structure. Co-operation stands for a diffusion of power through 
the whole structure through its insistence on what is best called 

'''federalism''. The autonomy of the primary and intermediate groups 
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is carefully guarded, though minimum requisite power is always avai
lable to the central organisation and the top strata. 

The acceptance of co-operation also involves the idea of fair shar
ing of gains through mutual adjustment and understanding. The pos-· 
sibility and actuality of independent co-operative organisation of all' 
kinds of economic interests make possible a meaningful articulation 
of the points of view of different groups and avoid the facile assump
,tioD that often leads to indentification of national interest with a 
particular view and requires that other groups' points of view should' 
not be ,pressed. On the other hand, co-operation while accepting thus 
openly the possible conflicts of interest of groups, regions, etc. must 
by its very nature make arrangements for a peaceful settlement of 
all possible differences -of opinions and their reconciliation. 

In relation to attitude towards the state, widely differing views 
have been expressed. It has, for example, been suggested that state
sponsored co-operation is no co-operation at all. Such a view is tenable 
only if co-operation is equated with some particular manifestations· 
or organisations in Western Europe during the 19th century. How
ever, no uniform view of the matter was taken by all European co
operators even in the ear.ly days. The Chartists, the political gr!lup
most closely linked with early English co-operation, identified the
state, as they found it in their own days, with the capitalist and ex
ploiting elements and it was natural for them to take an anti-state 
p!>int of view. However, as is well known this was not the point of 
view of early French co-operators. The Raiffeisen credit system awo 
differed sharply from the Schulze-DeIitzsch in its attitude towards the 
state. The attitudes of all these were coloured by their particular 
experience and it is but proper that we in India take a view that is 
suited to our. circumstances and requirements. With a state which 
pursues programmes of planned economic development and which 
avows full faith in co-operative values, no sense of antagonism need be 
entertained. In fact, the state can, if properly oriented. be considered 
responsible for impregnating co-operative values in spheres in which 
actual co-operative organisations may not be established. This is the 
only way in which a completely co-operative Commonwealth can be 
brought into existence and can be made to function. Voluntarism. in 
such a context, would mean not keeping away from the state and its 
organisations, or refusing state aid for co-operative effort in approp
riate contexts, but insisting on relying on 9wn individual and mutual 
co-operative effort to the largest extent" possible .. Where needed, 
especially in view of the backwardness in techniques and organisa
tions and the paucity of resources, state help should be fully availed 
of; but this should, however, be only to the extent that is required 
and is beneficial and only for the necessary period. 
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The insistence from the earliest days of co-operative effort on the· 
responsibility of the group for soc:ill security and educational and 
cultural uplift of the members would indicate that co-operative· 
philosophy sympathises with the evolution and approach of the wel
fare state. In the wider and most generalised spheres, where security' 
and welfare cannot be achieved through mutual help, state interven
tion is welcomed. It should be emphasized, in this context, that whelk 
one talks of the co-operative commonwealth, one is thinking in terms, 
that are radically different from those of the' older isolated mainly· 
self-sufficient co-operative communities. AB within these co-operative 
communities, whether old or new, social control and direction were
pervasive and fully accepted; it was only in the relations of the co
operative communities to external social groupings or overall political 
authority that a certain aloofness was exhibited. When thinking in 
terms of a Co-operative Commonwealth and the transformation of' 
the whole society through co-operative philosophy such dualism in 
attitudes is mappropriate. There has to be as much acceptance of' 
the wider political or social. organisations as of the immediate co
operative .primary group. This follows from the logical assumption· 
that the overall social or political organisations will be as much in-. 
fomea with the co-operative spirit as the small primary groups. It 
is from this point of view that state-sponsored co-operation ceases to 
be a contradiction in terms. While thus fully accepting the role of' 
the state, the limitations of the role become equally clear. The sphere 
of the state can be negatively defined as that in which co-operative 
forms or their extensions cannot get established. So that whatever
can be performed by co-operative organisations or their regulatory' 
activity need not be broJIght within the sphere of state activity or' 
control. 

It could be said that co-operation differs from socialism in not 
laying the same emphasis on public ownership of means of produc
tion. Where the ownership of means of production can be highly' 
diffused, or where it can be placed into the hands of co-operative 
groups of small independent units of operators, it would be so re
tained in a co.operative order. However, in view of the anti-monopoly 
attitude of co-operatioil and its insistence on divorcing control from 
ownership, co-operation would favour the placing of, at least, the· 
control of large-scale oligopolistic undertakings, chiefly in the hands 
of public authority. Co-operation, possibly, differs from socialism 
also in the view taken of the operations of economic society and of' 
the incentives needed for this, as it would appear that in this matter 
of incentives, large numbers of socialist thinkers and socialist 
economies .do not differ radically from capitalism or capitalists. Co
operation would, perhaps, also differ from socialism in not attribut
ing the same overwhelming importance to the state and its activities, 



WRITINGS AND SPEECHES ON CO·OPERATION 

as some I!ocialists and socialist economies would appear to do. Becaus4 
-of its insistence on decentralisation, on small units, on federalism anc 
on voluntary effort co.operation would obviously fa:vour a much !eSl 
than overwhelming role for the state. The basic difference of co 
-operation from capitalism and capitalistic society would seem to 1i4 
in the insistence of co·operation on taking a moral view of economi4 
activity. Co-operation insists on incorporating the concepts of justic4 
and of social obligations into the structure of economic society anc 
recognising moral values as being a non·separable part of the opera, 
tion of economic life and activity. In doing this, its whole attitudE 
towards incentives, controls, ownership, etc. is marked out sharpl, 
from that of capitalism. 

What is the relevance of this abstract description of the character· 
istics of a Co-operative Commonwealth to the existing situation it 
India? It is difficult to describe this situation with clarity and 
precision. The directive principles of state policy contained in thE 
_ Constitution of India have Ii welfare or even a socialistic bias. ThE 
political programme of the ruling party and the outlines of the 6,YeaI 
development plans refer to progressive realisation of a socialist so· 
ciety. However, except for sporadic extensions of the public SectoI 
and some features of labour legislation there is little positive that iE 
being undertaken in this regard. On the other hand, the concentration 
of ownership and control in the sphere of modern business, the dis· 
tribution of incomes, especially in the urban sector, the manner in 
which the regulating policy of the state operates, the standards 01 
profits, remuneration and consumption of business and urban classe! 
all show a pattern characteristic of a highly uninhibited capitalisti( 
society. The 'so-called' mixed economy is mixed only in the sense 01 
a small portion of it coming within the ownership or operation 01 

_ the state. In the way it operates and in the standards of values and 
behaviour that it exhibits the economy belongs to a crude and early 
capitalistic type. Even in relation to specific forms of co-operativE 
organisation, there appears a curious reluctance to transfer strategi( 
activities, such as those of the processing of agricultural produCE 
speedily to co.operatives of farmers. Except for a limited acceptanCE 
and operation of the policy of encouraging co.operative rural credit, 
in all other aspects of state policy there is clear acceptance of com· 
petitive capitalism. Even in the operation of establishments in the 
public sector the traditions of British rule persist and in all economic 
affairs-public and private-policies, measures and values deriving 
from competitive capitalism 'hold sway. It becomes neCESSary, there· 
fore, to examine the merits and propriety of these. 

It is important to note, in 'the first instance, that belief in com
petition is no longer based on any acknowledgement of its efficacy 
in working. It is increasingly recognised that in economies even like 
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that of the U.S. the competitive system as such does not appear to 
work. Economists are currently employed in seeking explanations 
of how exactly the American economy, for example, operates; while 
they differ in their particular constructions all are agreed that it i. 
no longer competition that dominates modern industrial production 
and large modern organised business. The influence of large corpora
tions on the one hand and of organised labour in equally large unions 
on the other underlines the eclipse of competition. Government inter
vention through various fiscal, monetary and physical controls, the 
determination of agricultural prices, the whole series of social 
security programmes, the expansion of the public sector, etc. render 
the concept unreal. Therefore, while for small limited markets and 
in the short run competitive pricing may have importsnce in the 
larger decisions, for the long term, its operation is unclear. 

Especially in relation to the division of the product of industry 
the operation of competitive market forces appears to have little 
relevance. This is not a recent phenomenon. In the history of modern 
economies after they became industrialised, all major changes in the 
distribution of the product of industry, which have successfully 
given workers or peasants a larger share and a more secure base of 
operation, have come about not through the working of the competi
tive economic system but through political forces and change, gradual 
or revolutionary. The various landmarks in this process such as fac
tory acts, wage regulations, protection to unions, price IUPPOrts, 
social security and welfare measures, the coming of all these has 
shown up the failure of the competitive system in relation to distri-
bution. Even economic theory is no longer prepared to hold that the 
prices of factors such as rate. of wages or of interest or of profits 
are determined as prices in the ordinary competitive market. 

In other directions also competition may be said to be losing 
ground. From the side of social psychology, it is being more and 
more firmly established that the working of a social group improves 
greatly under a general co.operative situation as compared with that 
in a competitive situation. Prof. F. H. Knight pointed out, many 
years ago, that the most notable value implication of competitive 
economic life on the production side is its appeal as a competitive 
game; that it reveals notable shortcomings even when considered 
purely as a game and that there is a certain ethical repugnance 
attached to having the livelihood of the masses of the people made 
pawn in such a sport, however fascinating th~ sport may be to its 
leaders. Prof. Knight also calls into question from the standpoint of 
ideal ethics the predominance of the institutions of sport or action 
motivated by rivalry.' 

• Knight, F. B., EtMcs ., C .... p.titUm CHId Ou. ... E"OIIIB (1985). 
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It may be noted that even in its early days the concept of compet' 
tion as the main force in operating an economy was held suspecl 
Mandeville's famous formulation "private vices, public virtues 
underscored the basic difficulty. Even apart from the ethical angl 
the possibility of a mass of unco-ordinated autonomous entitie 
operating naturally in such a manner as to produce beneficial soci~ 
results always strained the imagination, and some kind of invisibl 
hand had always to be postulated. 

Though the theoretical status and the proved operational efficien~ 
of competition are no longer rated high, its hold on the imaginatio] 
of Western societies appears to be yet great. It is reported, in parti 
cular, to have a very powerful hold on American society. In al 
activities and manifestations, in business and in academics, in be 
haviour patterns in production a8 well as in consumption, AmericaJ 
society is supposed to be largely governed by competitive psychology 
During post-war years this has been apparently reinforced by certai] 
extraneous considerations. The need to maintain that capitalist so 
ciety was efficient and to avow a social. philosophy which was dia 
metrically opposed to that of communism greatly and, evidently 
artificially increased the prestige of a system of thought which hal 
suffered considerable setbacks earlier during the depression.-

We are, of course, concerned here primarily ·with ruling concept: 
in Indian society. There is considerable difficulty in talking or writ 
ing about the working of Indian society. This flows largely fron 

_the lack of homogeneity both in its composition and its thinking. II 
particular, it is difficult to identify a set of value systems as attribut. 
able to Indian society as a whole. A society which has been stratifiec 
into castes with particular attitudes and values, associated especialll 
with particular castes cannot be described as holding a uniform sel 
of values. To the extent the caste hierarchy was dominated by thE 
Brahmin and Kshatriya elements the value systems of these tW( 
might, in some measure, be said to represent the value system oj 
Indian society; but even this would not be a correct statement in se 
far as the large financial and trading elements were never fully 
identified with the highest castes. The imposition of foreign rule fOI 
long periods also made for a considerable degree of confusion in this 
regard. Developments of the last 150 years have further complicated 
the situation chiefly through influence of western values. Even so, it 
cannot be said that capitalism or the competitive psychology has had 
general acceptance or is rated highly in India today. At the same 
time, such indigenous efforts as have been made to create a new or 
revised system of values in relation to modern socio-economic life 
have hardly succeeded. The efforts of Mahatma Gandhi and Vinoba 
have been directed so entirely to the more austere and self-sufficient 
aspects of economic life that they lose relevance in relation to the 
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continuing modern problems. In particular in relation to industrial
ism and modern large business which present everywhere the most 
intractable problems there is very little except by way of general 
retrogression that these philosophers have to offer. There is, how
ever, one strong strain in most current trends; this is a suspicion of 
state activity. The 'Sarvodaya' attitude towards the state hall given 
support, indirectly to the plea for non-regulation which modern busi
ness in India has been only too ready to adopt. The great fear of 
bureaucratisation entertained, not unjustifiably, by the Indian so- . 
cialists has led to the same result. In a word, the present situation 
both in relation to leaders of society and intellectuals and the masses 
of the people is one chiefly of confusion and, particularly, in relation 
to state activity one of ambivalence. In these circumstances, modern 
business has found it very easy, especially during the last decade, 
to lay emphasis on free enterprise and the virtues of competition in 
a way which would ordinarily be held as surprising. 

In reality the Indian economic system is even further away from 
the competitive model than the American or Western European. 
The Indian economic system is more riddled with inequality, 
privileges -and monopolistic entrenched positions, than any other. 
The nQ.Onal difficulties of obtaining diffusion of the gains of develop
ment and progress encountered in a non-integrated backward society 
are intensified in India with its system of hierarchical castes and 
communities. This leads to a concentration of modern business in the 
hands of a few communities. and to continuous growth of their gains 
and their power, leading to a serious imbalance within society. Also, 
in the operation of the Indian competitive system unrestrained, un
inhibited competitive behaviour is more nakedly evident than any
where else. In strict logic, a competitive system, whether looked on 
as a game or a war, must lead men to resort to all methods and 
practices which can be adopted without inviting immediate retribu
tion or correction. It has been claimed that in societies like the 
American, tendencies towards unrestrained behaviour on the part of 
entrepreneurs have been modified through increasing acceptance of 
social restraints by later generations of industrialists. The economic 
history of India, on the other hand, exhibits the continuous rise in 
importance of business communities who have set up successively 
lower and lower standards in this regard. In short, the operation of 
competitive business in India cannot today be considered as being 
ethically or socially an attractive phenomenon; economically it is of 
doubtful competence. 

The real danger of prevalence of the present situation is the generar 
corruption that it breeds within the body politic. There is little doubt 
that the power of modern business is responsible to a large extent 
for corruption amongst politicians, amongst officials and amongst 
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professionals and intellectuals, and that urban society in India, in 
particular, is, through these influences, in a highly corrupt state. The 
real danger of this development lies in the explosive situation that 
it builds up. With great emphasis on development eXpenditure, oppor
tunities of gain arising from which are limited to certain classes and 
communities, the economic and political power of these grow apace 
and when their corrupting influence is recognised more and more by 
the people, social leaders lose more and more of their moral influence 
on the masses or the lower middle classes. These, if they do not ex
perience any elevation of their circumstances must begin to question 
the very basis of the system and of the order. Such a situation may 
lead to a revolution if sufficiently strong leadership is found, other
wise to mere chaos. 

There is no reason why we should adopt the principles of the so
called liberal economy and competitive capitalism. They have never 
been incorporated in our traditional values and whatever their relev
ance to Western Society they are highly unsuited to our present 
circumstances. It is no longer even held that for attaining efficiency 
or technological progress a competitive society is alone effective. The 
progress made by the communistic societies under entirely different 
structures belies any claim in this regard. In a society in which 
resources are unbounded and a frontier always open the evil effects 
of a competitive psychology or attitude may not appear on the sur
face. However, where resources and opportunities as related to num
bers of persons are extremely limited and there exists a great deal 
of stratification and privilege with mutual suspicion and distrust, it 
is highly dangerous to encourage the spirit of competition and rivalrY. 
In a crowded society with highly restricted opportunities, the deve
lopment of society as a whole requires the most careful mutual 
adjustment, constant reiteration of the need for co-operation, and 
a stern discouragement of unsocial selfish behaviour of anyone at the 
expense of another. For this, if for no other reason, the philosophy 
of co-operation alone appears appropriate to present-day Indian. 

It remains to indicate briefly what I consider to be the immediate 
practical implications of the acceptance of co-operation. I do not give 
·8ny weight, in this context, to the current avowal of socialistic aims, 
as obviously neither in the sphere of production nor distribution do 
these appear to affect practice. Socialistic views are also widely held 
jri the country, in combination with the Sarvodaya philosophy. Co
operation has many values in common, with this philosophy. They, 
however, seem to differ in two important respects. The first is the 
much greater concern of eo-operation with rapid economic develop
ment as an important objective and with practical business; the 
second is the I emphasis of co-operation on organisational effort. In 
fact, it might ,well be said that co-operation is essentially a philosophy 

\ 



TOWARDS A CO-OPERATIVE COMMONWEALTH 69 

or ideology of organisation. It indicates a special way of organising 
economic activity so as to make it both efficient and beneficent. 
Sarvodaya, on the other hand, apparently distrusts all organisational 
effort and is, therefore, inevitably unable to tackle practical prob
lems. Results of Sarvodaya effort thus remain marginal or almost 
non-existent though Sarvodaya philosophy has evidently a wide vogue. 

The actual mixed economy of today is neither socialistic nor in
fused with ideals of Sarvodaya, but grossly capitalistic. In terms of 
practical policy, acceptance of co-operation will mean, in the first 
instance, a full implementation of the programme of sponsoring and 
establishing co-operative activity in all spheres where it is approp
riate. Today, a co-operative programme is accepted in the abstract. 
In fact, however, government policy does not fully implement it. It is 
well known, for example, that in the entire field of marketing and 
processing of agricultural produce, the activities of private traders 
are, in a large number of instances, deliberately directed against the 
establishment of co-operative effort. Even when such obstructive 
efforts of private agencies are expressed through bodies like the 
Regulated _Market Committees, the state has taken no preventive 
action. It .has been, for many years, pointed out that the transfer· of 
procesSing activity from traders to co.operatives is crucial not only 
to co-operative development, but also to such policy objectives as 
stabilisation of prices. Such a transfer from established processors to 
new co-operatives, however, requires many-sided, simultaneous govern
ment effort. This has been completely lacking. In fact, there is reason 
to believe that the effort has been deliberately sidetracked. Obviously 
with the acceptance of co-operation, all this will change. Co·opera
tives will, it is expected, be also accepted more and more as agencies 
in all kinds of public operations. If properly co·ordinated and articu
lated, this will get over many of the difficulties of detailed local opera
tion by corporations in the public sector. 

As within the public sector the acceptance of co-operation, apart 
from the use of co-operatives as agencies in diverse contexts, will 
chiefly affect systems of payment and incentives. As at present, the 
public sector seems to be unable to evolve within itself an appropriate 
system for this purpose. It is necessary for the poor economies plan
ning development to evolve such a system. To describe the problem 
briefly, whereas at the lower ranges of activity, the labour market 
in India is highly overstocked and remuneration to labour is low, 
at the highest range the labour market is linked with the inter
national economy and has its operation and standards influenced 
by those of the most affluent countries. The reconciliation of the con
fiicting situations presents a problem which will be insoluble unless 
there is a wide and voluntary acceptance, at the highest levels, of 



70 WRITINGS AND SPEECHES ON CO-OPERATION 

self-imposed restraints as required by the total capacity of the 
national economy_ However, there can be no general acceptance of 
the attitudes that this calls for unless the whole ,philosophy of in
centives and of market pricing of services valid under capitalism is 
thrown overboard. 

The large ~ajority of the constitue~ts of the private sector are 
small-scale. All these could be brought within the co-operative sector 
itself. As pointed out above, doing this, however, appears' difficult in 
relation to the very large units in modern organised business which 
usually take the form of large public corporations. These large pri
vate business corporations and their executives are today, in India, 
the chief exponents and the major influence making for the accept. 
ance of ideas and practices appropriate to competitive capitalism_ In 
spite of the obvious historical origin of their possessions and fortunes 
in state and social support and in quasi-monopolistic exploitation, 
they oppose all, even mild, moves in the direction of egalitarianism 
with cries' of expropriation and talk of incentives needed by them 
either for continuing productive effort or for channeling it in parti
cular lines and the standards of living and of remuneration approp
riate'to themselves. Acceptance of co-operation will involve a cate
gorical rejection of all such claims. In a Co-operative Common· 
wealth, rights of property will be acknowledged only in so far ali 
their .exercise can be beneficent. Wherever there is danger of cone 
centration of power so that it is possible for a few to behave in an 
unsocial manner a correction must be provided. Therefore, even If 
some concentration of ownership is tolerated, control must be divorc
ed·from ownership. It becomes necessary, from this point of view, 
to :treat all corporations above a certain size or controlling produc. 
tive resources of a given magnitude or holding any strategic posi
tions in the economy as corporations informed with public interest. 
Such corporations must have open procedures and public accounting 
systems, 

In this context, it is necessary to refer to the growing importance; 
in India, of government financial institutions such as the Industrial 
Finance and other similar Corporations, the State Bank, the L.I.C., 
etc. Through all these organisations acting together a considerable 
measure of public financial interest has already been created in most 
large Indian Corporations. This devolves an important responsibility 
on government, one side of which was emphasized by the Mundhra 
affair. When we look at it from the point of view of a co-operative 
philosophy it appears necessary that government should exercise its 
financial power and participation in order to obtain effective control 
over the total modern corporative sphere. The least it could do in this 
matter is to insist on open above-board public accounting and audit 
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systems, and the ability to detect promptly and to prevent all un
social activities on the part of owners, directors and managers of 
these corporations. 

Finally in the administrative and political sphere, co-operation 
will be seen to be very closely linked with federalism. An unfortunate 
tendency observable during recent decades is the waning of the im
portance of federalism. Possibly this is directly due to the rise of 
communism. A fight with communism has given rise to a centralising 
tendency in democracy whicli pushes greatly into the background 
the older federalist trends. Centralisation leads essentially to autho
ritarianism and to bureaucratisation and ultimately to non-demo
cratic practices and attitudes. Co-operation by insisting on the actual 
operation as far as possible in the economic sphere with the local 
primary, small-scale scattered units reinforces the federal political 
ideology in the strongest possible terms. It, thus, not only seeks to 
establish economic democracy but is also an essential factor in the 
working of political democracy. 

I have, I am afraid, attempted too much in this series. But what
ever the extent to which I have succeeded in conveying my thoughts 
I should- reiterate my belief that the Indian situation, political and 
economic, requires today a categorical rejection of competitive philo
sophY and psychology and the assertion of a belief in co-operation. 
Such an act of assertion followed by the implementation of a pro
gramme of concrete logical action is alone likely to lead us out of 
our present situation. 



PART II 

CO-OPERATION AND ECONOMIC DEVELOPMENT 



A NOTE ON CO-OPERATIVE FARMING 

J.. Environment 
IN. studying an experiment in progress like that of co-operative farm
jng in China it is necessary to take account of all the components in 
the situation in judging of reasons of success or failure. I feel that 
.enough attention is not usually paid to the influence of environment 
-on the success of a programme. In evaluating success of co-operative 
farming on a nation-wide scale it is necessary to note two environ
mental aspects in particular. There is, firstly, what I might call the 
.cfunate of opinion; this includes attitudes on the part of the public 
or of pm:1;icular sections of it and of Government; and this deter
mines effectiveness of declared governmental policy. During the 
.British regime the co-operatives were treated merely as one element 
in a total laissez /aire economy. Today, even though the avowed 
·policy is changed the attitudes are materially what they were during 
the British regime. In view of the great disparity in strength bet
ween the individual units in the agricultural economy, the fact that 
the' attitudes have not changed is extremely ·important. It is well 
known that in the "regulated markets" of Bombay State a large part 
-of legal provisions are not observed even in the letter and that 
'Government has found it impossible to enforce their observance. This 
has happened in all cases because of the enormous strength of the 
trading community and their resistance to all practices which would 
result in weakening their hold. The progress of, for example, marketc 
lng· co-operative societies is everywhere impeded by deliberate action 
-overt or secret taken by trading interests. Nowhere are Government, 
its officials or members of the public seen to treat such action on the 
part of private traders as unsocial. Practices which are undoubtedly 
unfair are openly indulged without fear of any kind of public dis
pleasure or disfavour of government. We had bitter experience of 
this even in the establishment and licensing of co-operative sugar 
factories. A society in which the rich and the privileged classes are 
not afraid of openly exercising all their influence and power in favour 
of attaining their private interest and against the rise of new forms 
such as the co-operative, cannot possibly expect the new forms to 
flourish and to spread quickly. Unless the strong and the rich begin 
to ·"eel that the exercise of their power in their own private interest 
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will be reckoned as unsocial, rapid co-operative development must 
be despaired of. A corollary of this exercise of their power by the 
rich traders etc. is seen in the attitude of officials at all levels. Whether 
in the licensing and the operation of ration shops during the war 
period or in the working of productive and marketing co-operative 
enterprises later, the favouring of private organisations directly and 
indirectly by the bulk of officials at all levels and the consequent 
handicap to co-operatives are within the experience of all workers. 

Another aspect of the total environment is equally important. This 
is the operation of the economic system with particular reference to 
prices and markets. In any economy where market conditions and 
prices are liable to rapid and large fluctuations the speculator and 
the large trader have obvious advantages. Individual small producers 
or small producer organisations operate under a handicap in such 
conditions. On the contrary, where prices and market conditions are 
kept comparatively stable the co-operative endeavour of small men 
has much larger chances of success. This has been the experience in 
war and other times of control of all types of economic activity. Con
sumer shops were not difficult to manage during the war period. 
Because, apart from a minimum efficiency and honesty they did not 
require on the part of individual shops, the assumption of large riskll; 
the comparative failure of co-operative trading in cloth when faced 
with large fluctuations in the open market, emphasises the same 
lesson. In the sphere of small scale industry it has been pointed out 
that continuously increased and efficient production could be assured 
only if a guarantee of demand at minimum market prices is forth
coming. In all spheres of co-operative producer organisations, espe
cially where the individual producer is small and the total co-opera
tive unit is not in a position to assume large risks, success would be 
possible on a large scale only when the markets are comparatively 
stable. It is presumed that in China with very considerable State 
trading and regulation, Farm co-operatives do not face widely 
fluctuating markets. Stability in markets and prices affects not only 
conditions of sale of the finished product but also conditions of pur
chase of materials etc. When the cost-price structures and relations 
are comparatively stable the producer and his organisation can devote 
all attention to the efficient organisation of production. In the alter
native state of circumstances, production activity is at a handicap 
and the trader and the speculator naturally flourish. 

2. Orgatnization and Operation 
When,a co-operative fanning society is set up it faces the initial 

problem of the acquisition of land and equipment. In terms of orga
nisation the first problem, therefore, is that of the inducements offer
ed for joining co-operatives with one's land and equipment. There 



A NOTE ON CO-oPERATIVE FARMING 77 

might be some compulsion or quasi-compulsion; that is some persons 
or classes find it necessary to join co-operatives if they are to remain 
in farming or in cultivating possession of the whole or part of their 
lands. The compulsion exercised through law or through administra
tion policy in relation to joining co-operatives must playa large part 
in their rapid formation. Secondly, inducements must be held out 
especially to the smaller cultivators. These may not obtain certain 
concessions, privileges or assistance expect through co-operative 
farms. If the concessions, privileges and assistances are so routed 
and are seen to be immediately beneficial they would act as powerful 
inducements to join co-operative farming, particularly if individual 
farms large or small find it difficult to continue its business. 

In the organisation and operation of the co-operatives difficulties 
are likely to arise in relation to the conduct of business and the dis
tribution of the product. Initially, it is important to ascertain the 
area of discretion allowed to and the extent of responsibilities thrown 
~n the primary co-operative, as also the extent of assistance afforded 
to it. Without a certain minimum of resources in terms of land, live
stock and equipment a co-operative farming society is not likely to 
succeed. What are the steps taken to ensure that this minimum is 
alwaY!!. achieved; does government guarantee the minimum of land 
resources and does it ensure supply of the minimum of capital re
sources and what are the means of ensuring that government targets 
or government guarantees in this regard are, in fact, fulfilled. 

Next there is the question of the conduct of operations through 
the year, viz. planning and utilisation, determining the techniques 
and executing the annual plan. Here, obviously, the requirements are 
both in terms of technical and administrative ability. How is the 
technical guidance provided, are crop plans made on same uniform 
prescribed pattern, what are the agencies of supply of improved 
seeds, implements etc. and who gives the needed training in new 
methods. The enquiry has to concern itself with at least, two aspects; 
one is the organisation for making available trained personnel for 
administrative establishments, for example, managers and accoun
tants and the technical personnel needed for planning and improve
ment. The other is the procedure by which it is ensured that each 
co-operative will adopt a plan which is of a minimum level of tech
nical competence and that the plan will be executed with minimum 
efficiency. The evolution of standard plans and adoption of uniform 
'procedures for operation may, for example, be one approach. 

Similar considerations apply to the pattern of distribution; whether 
any rents are paid for land and if so how are they determined; what 
is the manner in which the labour programme is drawn up; how is 
the produce or other income shared; how are the various relative 
Valuations made. All these are problems in relation to which standard 
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procedures and norms for.a set of uniform conditions can be evolved; 
if they are so evolved and enforced a considerable proportion of the
difficulties currently faced in the day to day administration of many 
co-operatives would vanish. For, it is the exercise of discretion and 
arriving at decisions in relation to problems such as these which is 
the source of a number of quarrels and discontents. 

In this connection the standard procedure followed for arriving' 
at all decisions deserves to be studied. With us the ordinary pro
cedure of a Panch Committee means considerable dilatoriness and a 
certain amount of inevitable log-rolling where important interests 
within the society are involved. It would be important to observe if 
these are avoided in the Chinese pattern and if so how. To what ex· 
tent does the General Body, if any, exercise real control; how is the 
day-to·day executive authority exercised and what are the sanctions 
which make for the smooth running, of the daily operations. Do out
side experts, State officials, or party members play an important part. 
in solving or eliminating the problems of organisation, administra
tion and operation that are encountered in India? If so, are their 
positions built into the legal and administrative structure or is it due 
only to general conventions and understanding? It is likely that with 
a largely cop.trolled and regulated economy problems of disposal of 
the product such as marketing, processing etc. are not as important 
in China as in India. Even so, some technical and administrative 
problems must emerge in this sphere even in China. 

Problems which have been raised above in relation to the organi
sation and operation of the primary society will be matched by similar
problems in the total structure of co-operative organisations. Here, 
the most important aspects to study would be the hierarchical struc
ture of co-operative bodies, the element of federalisation, if any, in 
the structure and the extent of discretion at each level compared 
with the extent of authority exercised from above. The relationship' 
of the co-operative structure with the machinery of government at 
all levels; the routing of government directives if any, or the com
munication, formally or informally, of implications of State policy 
for co-operative operation need to be made clear. Also, the extent to
which these relations are lubricated by financial and technical assist
ance rendered by governmental machinery needs to be looked into. 
Here the training of personnel, the supply of personnel and the 
filling of the key positions in the co-operative structure with either 
State servants or party personnel all these must be clarified for gain
ing a real insight into the operation of the societies. 

LastlJl, I would draw attention to the problems of replication. It 
has been our experience in India that an initial successful experi
ment is quickly copied nearby in similar environments. The slowness 
of our progress is due largely to the fact that we have no plan of 
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deliberate experimentation fully backed by social approval and State 
assistance and further that we have no means whereby ·successful 
experiments are studied and reproduced later over larger and larger 
areas. The process of replication involves isolation of important ele
ments in successful experiments in the structural and operational 
model; and it is the simplification that has to be reproduced,' with 
necessary adaptation to circumstances, over all regions. A study must 
be made of both these processes. Firstly that of incorporation of a 
simplified model of the essential elements in a successful experiment 
and . secondly the procedures, the administration, the agency, the 
assistance and the propaganda, that all are needed for successful 
replication in a variety of co-operatives on a large scale. It is only 
when this has been done that it would be possible to say whether the 
Chinese experience has something that we can immediately put to 
use or not. 



POLICIES RELATING TO THE DEVELOPMENT OF 
CO-OPERATION IN INDIA· 

IT is difficult to comment on the report of the working group. This is 
because the reasons which led the National Development Council to 
adopt the particular resolution on co-operation are not clear to me. 
lt does not appear that the reasons are clear to the members of the 
working group themselves. They are evidently doubtful regarding 
the proper and full meaning of the various parts of the resolution 
and also as to the definitive programme that is implied in the resolu
tion. However, their attitude towards the resolution is that towards 
an oracular pronouncement which they diffidently try to interPret 
but whose possible inconsistencies, misdirection or ineffectiveness 
they dare not examine. 

In the cjrcumstances, I think it would be useful if, instead of com
menting on the curious document produced by the working group, 
I offer brief, general observations upon what seems to be an impos
sible position into which policy relating to development of co-opera
tion in India has got itself. In common with other matters of policy, 
attention is directed towards particular aspects of governmental 
socio-economic policy when difficulties are faced in implementation 
of existing policy or are created by any development of the situation. 
It is when problems and difficulties become acute and are identified 
that they are enquired into. An investigation or an analysis may sug
gest causes and explanation and also possible remedies. These remedies 
will usually be tentatively applied or tried on a small scale and when 
proved fruitful will be inCOrPorated in principles and practices of 
general policy. None of these stages seem to have been gone through 
or even contemplated before the production of the N.D.C. resolution 
on co-operation. 

The history of co-operative policy during the last 15 years may be 
said to begin with the appointment of two committees in 1944-45; 
one was the Co-operative Development Committee and the other, the 
Agricultural Finance Sub-Committee. Following the publication of 
the reports of these committees, steps were taken in many States in 
a variety of directions. The report of the Rural Credit Survey Com
mittee, appointed by the Reserve Bank of India, contains a full 

• Note submitte6 to the National Development Council, February, 1959. 
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account of most of these. That report, on the basis of one of the fullest 
factual enquiries ever undertaken in recent times in any country, 
embodies a generalised set of recommendations. These were consider
ed by the Board of the Reserve Bank of India and submitted to 
Government. They were, in turn, the Ilubject of many conferences, at 
official and non-official levels, in the States and at the Centre. As a 
result, a comprehensive policy relating to co-operation was for
mulated and has presumably been in operation throughout the 
country. It is expected of any policy however carefully thought out 
and implemented that it would, in practice, raise new difficulties and 
problems. Therefore, it was not unexpected that in subsequent years, 
complaints should be made and difficulties would arise. In these cir
cumstances, the proper procedure is to investigate the- nature of 
difficulties and to ascertain whether they rose out of any defects of 
the policy itself or of its implementation or interpretation. This 
would have indicated directions in which modifications were required 
and not only would the proper remedies have suggested. themselves, 
but also the reasons behind the changes would have been made clear 
to the public at large. Nothing of this sort appears to have been done, 
at least to -my knowledge. The results of no enquiry, investigation, 
or analysis are available to the public in this behalf. If anything has 
happened, that has been in discussions at the Planning Commission 
or other closed circles and remains buried in official files. This deve
lopment leads me to comment on another sinister aspect of recent 
developments. 

Ever since the appointment of the MacLagan Commission, it was 
the practice of even the British government, in the sphere of co
operative policy, to appoint committees of enquiry which always had 
an important representation of non-official workers in co-operation. 
The Committees which shaped post-war policy were also appointed 
by the British Government and these consisted mainly of non-officials 
and had non-officials as Chairmen. On the state level, one may claim 
that in the Bombay State, for example, non-officials have participated 
even more than officials in co-operative policy making in a history 
spreading over more than 20 years, say from the Mehta-Bhansali 
Report to the Report of the Crop Loan Evaluation Committee of the 
Bombay State Co-operative Bank publiahed in 1958. The basic con
tinuity, the analytical approach, the background of field experience 
and the importance attached to non-official workers and leadership, 
all are fully evident in this history. The working group, of which the 
report has been circulated, was, in contrast, a body consisting entirely 
of officials; and in discussions of co-operative policies subsequent to 
the formulation of policy on the Rural Credit Survey report, no im
portant representatives of non-official co-operators have been called 
in for consultation. 
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So much in relation to what appears to be the most alarming fea
ture of the present situation; which is that co-operative policy is 
made not after rational, scientific study and full uninhibited partici
pation of non-officials and officials in all States 'but by fits, starts 
through personal predilection or prejudice in Delhi. I may add some 
brief comments on what appear to be the main controversial points 
involved in the NDC Resolution and the report of the working group. 
The first is a question of size, area and functions of the primary so
ciety. I cannot see how any dogmatic approach can cover the total 
situation in this regard. 

It appears clear to me, in the first instance, that co-operative so
cieties must be looked at essentially as business organisations and 
must be primarily designed and constructed to carry out their par
ticular businesses. They ought not to be confused with purely political 
or administrative organisations like Panchayats. It wiIl happen, as 
often happens in all contexts, that the groups of people who lead the 
Panchayats and the co-operative organisations are the same; but 
this ought not to lead to confusion between legal and financial or 
other provisions under which a Panchayat acts and must act and the 
constitutional structure and business operations of a particular co
operative society. Secondly, even vaguely planning functions such as 
that of producing crop or production plans for the village, whatever 
that may mean in concrete terms, ought not to be confused with co
operative organisation. Here again, it may be good to have co-opera
tive organisations represented on planning authorities at various 
levels; but this must not lead to mixing up the two organisations. 

Coming to co-operative business proper, it is difficult to see how 
a single organisation can perform all functions or a rigid type of a 
single area organisation can satisfy all needs in every context. The 
co-operative business organisations have to carry out a large num
ber of different functions. Co-operatives of producers have obviously 
to be formed in an entirely different way from that of co-operatives 
for marketing or for credit. An artisan co-operative such as a co
operative for leather workers or weavers has to be composed of a 
number of artisans of the same type and may cover a number of 
contiguous villages or be confined to one, depending on the concent
ration of the workers. But if most of the lands in a village come 
within the fold of co-operative farming, it may be found desirable 
in the normal sized village to form, say three or four co-operative 
farming societies rather than bringing all the lands into a single 
society. On the other hand, a processing society such as cotton pres
sing, ginning or rice milling must, to function efficiently, draw its 
supplies, from a large enough area to give it sufficient business 
throughout the year or the season. For the purpose, it must spread 
its membership over many contiguous villages. In another context, 
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a sales society can operate only where there is habitually a large 
congregation of traders. No doubt where there is an important ele
ment of assembling or grading and storing before transporting the 
produce to the market village, a village society may act as a useful 
subsidiary or supplement to the main sale society; but it could never 
function as the sale society in itself. Similar reasoning applies to 
purchases; purchases, say of fertilisers from Government cannot be 
made independently by a village society, but most of the larger village 
societies can act as distributive agents for an efficient purchasing 
organisation formed on the basis of a larger area. Credit, similarly, 
must be related to efficient handling of the credit business. This has 
two aspects; one is the processing and the scrutinising of applica· 
tions, disbursement of funds or of materials in lieu of money, in· 
sistence on marketing through co-operative channels and recoveries. 
All this suggests an essentially local organisation in which knowledge 
of operations of individual operators assumes importance. At the 
same time, a certain turnover is essential before a primary credit 
society can operate efficiently. Therefore, unless there is going to be 
a perpetual.subsidising of the secretaries of the societies, the size of 
a credit society must represent a certain minimum turnover. 

All 'tn-is again will not give a uniform answer regarding the area 
coverage required in each context. Where operations of agriculture 
are intense and heavy crops such as sugarcane predominate, even a 
hundred farmers may be able to sustain a credit society, i.e. in a 
small sized village. On the other hand, where farming is largely 
insecure, non-monetised and subsistence farming the turnover per 
farmer would be very low. In extreme cases of this sort, no exten
sion of area alone would serve the purpose and subsidisation may be 
necessary till considerable agricultural development takes place. 

The whole question is further complicated by the possibility of 
combining a number of functions, at the village level. Credit opera
tions may be combined with agency operations for sale societies and 
local distribution or consumer store business. With such combina
tion, multipurpose village societies may prove viable. It needs, how
ever, to be remembered in this context that it is usually at a fair 
sized village with a relatively central location that assumption of 
variety of functions becomes possible or profitable. 

The upshot of all this is, that it is impossible to lay down, 
it is in fact dangerous to lay down hard and fast rules. Large size is 
not an objective in itself but excepting in the poorest and most back
ward areas viability is or should be. The aim of combining every
thing in one society is impractiCable. At the same time, at the primary 
level, a number of functions that can usefully be performed through 
one paid agency and one' managing committee ought to be so com
bined. Therefore, policy should be defined in terms of broad objec-
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tives and desirable DperatiDns and the actual wDrking .out of details 
should be left to individual states being in fact adapted to the cir
cumstances of agricultural business .of each type of region. 

Considerable cDntroversy has alsD arisen in relation tD government 
participation. The proper view in this regard is that government 
participation should be forthcoming where resourcell that can be 
raised by members .of the societies themselves are inadequate in 
particular contexts. In a primary society, for example, the need may 
arise in tWD different contexts. In a poor backward area people may 
be unable to raise funds initially required for even credit or multi
purpose societies in central villages. On the other hand, in developed 
areas the undertaking .of important functi.ons as that of processing 
.or warehousing may require government subscription of share capital. 

At the same time, government participation by way of subscribing 
to the share capital of a society ought nDt to be cDnfused with official 
domination of the movement. Even in British times the development 
in various provinces were not unifDrm in the latter regard. Today, 
there are a number .of states where the resources of the credit move
ment are mainly derived from the Reserve Bank of India, where the 
distribution of funds by the primary is largely through government 
or bank officials and where such development as appears to take 
place is through the pressure of community, project Dr other administ
rative agencies. In many of such areas, there ill no government 
participation but the mDvement is essentially officially guided and 
directed. On the .other hand, in the Bombay State the entire co-opera
tive banking structure has, during the last ten years, .obtained large 
funds through subscription of share capital by government. The 
raising of the structure of sugarcane co-operative factories has also 
been possible only through government participation. However, in 
both these contexts, as I can vouch from personal experience, .official 
dominance or interference is completely abSent. Official assistance 
and technical help are always available but the main formulation .of 
policy as well as the conduct of daily operations have been essentially 
in non-official hands. 

It has been contended that the establishment. of . small village so
cieties will lead to such a mobilisatiDn .of internal reSDurcell as will 
make external help unnecessary. This is an entirely illusory belief. 
In areas like South Gujarat, develDpments such as of co-operative 
cotton ginning and pressing have been taking place gradually over 
decades without much external aid. These represent the exceptions. 
It is .only where agriculture is secure and already well-developed and 
the grip .of the moneylender-trader interest is relatively weak that 
external aid may nDt be required. Elsewhere, rapid and planned deve
lopment must be initiated with considerable external help. However, 
.once development fructifies devices can. be found to step up internal 
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savings and dispense progressively with external aid. This has beert 
the experience, for example, of the older established co-operative 
sugar factories. To talk of depending on internal resources from the 
beginning is tantamount to condemning, as in the past, all the poorer 
and moneylender dominated areas to permanent stagnation. Govern
ment participation is, thus, required for widening initially the owned 
resources base and to start developments. Whether this will lead to 
official domination, or not, depends on the tradition and temper of 
local officialdom and the· strength and quality of non-official workers. 
Where the latter is found inadequate, official dominance will exist 
even with little or no government assistance. 

There is another vaguely formulated idea current, that a small all
purposes society will help stepping up agricultural production. 
Detailed analysis of the existing situation will show that thill has no 
adequate basis. Agricultural production lags behind because of a 
number of reasons such as insecure tenure, unstable prices, an 
oppressive mal'keting and processing system, backward technique, 
failure of seed, fertilisers, etc. supply of inadequate resources which 
may mean inability to maintain irrigation sources, implements and 
bullock power adequately and to purchase in time and sufficiently, 
needed -Jnaterials or labour. All these and other defects have to be 
dealt with specifically and appropriately. An adequately articulated 
and integrated co-operative structure can alone provide for the total 
programme in this behalf. Atomistic, all-purposes village societies 
are not only no panaceas but will, in fact, prove a hindrance in the 
way of building up the proper remedial programme. 

Conditions of underdevelopment, poverty, backwardness, all denote 
current inadequacy of resources both in finance and in personnel. 
That external assistance in both these respects, from those more 
fortunately situated, is urgently required by the underdeveloped is 
universal experience. The small sized village in India represents in
adequacy of resources in an extreme form and all programmes of its 
development must, therefore, seek to supply the needed assistance 
from outside and to integrate this weak unit meaningfully with the 
rest of the economy. 

All this is not to deny that a large new programme of intensified 
eo-operative activity is what the country needs most at this juncture. 
For the major part of the field of economic activity, co-operation 
Blust soon become the dominant form. In the context of this require
ment existing developments are seen to be highly insufficient. But 
building up the new programme should not begin by throwing the 
baby out with the bath water. What is required is to utilise to the 
fullest what has been already achieved and what promises results 
and to think out clearly and step by step the variegated, multi-tiered 
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and adj ustable structure that alone can meet the needs of the situa
tion. This is a task in which the participation of every co·operatively 
conscious element in the country, wherever located and in whatever 
position, must be invited and encouraged. 

To sum up, as a result of a number of personal prejudices and 
preconceived notions, which have never been adequately discussed in 
the public, co-operative policy in India finds itself in a sorry state. 
It is high time it was recognised (i) that future developments must 
take into account the achievements and experience of the past, 
(ii) that there is enormous variety in conditions and stages of deve
lopment within the country; and that these rule out a rigid, uniform 
approach and call for regional adaptation and adjustment and 
(iii) that no adequate policy can be formed, in any context, in the 
absence of full public debate and of the co-operation of non·official 
workers. 



SOCIO-ECONOMIC FACTORS UNDERLYING LEADERSHIP 
PROBLEMS IN CO-OPERATIVE ORGANISATIONS. 

PROBLEMS of leadership of co-operative organisations are similar to 
a considerable extent all over the world. However, the underdeveloped 
countries show certain peculiarities of social and economic structure 
which condition, in a special manner, problems of co-operative leader
ship among them. Features which specially distinguish the under
developed countries from the industrially advanced countries are, 
poverty with its concomitants of low standards of living and of 
education, and a traditional social structure adapted to older social 
and economic conditions. A hundred years ago, at the time when co
operation was first making headway in countries of Western Europe, 
conditions' in them bore some similarity to existing conditions in 
undert!eveloped countries. They had large proportions of population 
stilI engaged in agriculture; the peasantry in most of them was still 
at the mercy of the moneylender-trader; conditions of living and 
work in their growing cities were unsatisfactory and the labour class 
was heavily exploited. A notable feature of the situation in the under
developed countries today is the large extent to which in movementa 
like that of co-operatives or trade unions outside leadership is in 
evidence. In the initial stages of the co-operative movement in Europe 
also leadership came essentially from outside as in the persons of 
Owen and Raiffaisen. 

Poverty, backwardness and an antiquated social structure gravely 
hamper the progress of co-operative organisations and the emer
gence of co-operative leadership in the underdeveloped countries. 
The classes and groups in these countries who have a significant 
saving potential or have clear comprehension of the possibilities of 
progress and possess opportunities to take advantage of these, are 
usually sharply separated from the others. They occupy the spheres 
of modern business and industry of the professions and government 
service in which there are ample opportunities and all that is needed 
is aggressive individual effort and group patronage. On the other 
hand those who are not economically well off, socially privileged or 
educationally well-equipped cannot make any progress or improve 
their positions without special effort and assistance. Inevitably, im-

• Wl'it~n for the Seminar on Co·onerative Leaderahin in S.E. Asia. New 
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provement of the conditions of the poor and backward classes in the 
underdeveloped countries, cannot be initiated by leaders among 
themselves and if perchance, some such leadership emerges the effort 
cannot advance far without considerable external assistance. This ex. 
ternal aid and assistance has been given, by and large, by govern
ment authorities. 

In colonial regimes, initiative in relation to co·operative activity was 
almost invariably taken by government and its officers. There was a 
special reason for this. It was that the operation of colonial regimes 
themselves resulted to a large extent in putting down growth and 
activity of natural leaders in indigenous society. The need to main
tain an alien regime necessarily led to discouragement of any large 
upsurge of spontaneous activity among governed societies as this 
might lead eventually to agitation for change in the colonial regime. 
This made it inevitable that government officers supply, in the main, 
leadership in co·operative organisations. For obvious reasons, such 
official leadership could not lead to any substantial progress or 
achievement. The growth of co-operative organisations would have 
a logic of its own which would in time impinge on government policy. 
As economic policy was largely inflexible in colonial regimes, there 
was a natural check on the growth of co·operative activity. More
over, in these circumstances, progress in any activity or regime 
depended largely on the zeal and competence of individual officers 
and was hampered, apart from other reasons by lack of continuity in 
leadership. In the more intelligently administered colonial regimes, 
limited scope was left for the emergence of non-official leadership 
side by side with leadership of officials. However, even in such reo 
gimes, the sources of such non-official leadership and its quality were 
subject to grave limitations. Such leadership could emerge only from 
groups within society which were loyalists or, who were, at least, not 
militantly opposed to the colonial regime. This was because, on the 
one hand, it was not possible for such regimes to entrust leadership 
of potentially powerful co-operative organisations to members of 
hostile groups and, on the other hand the militant. groups would 
ordinarily not find it worth their while to engage in·work with highly 
limited political effectiveness. As a result, it happened that the 
militant parties whose representatives in most cases came into power, 
after the cessation of colonial rule, were not usually associated during 
that rule with the early origins or growth of the co-operative 
movement. 

With the attainment of independence, there was no reason why 
any section of non-officials should keep away from co-operative acti
vity; but the attainment of independence did not materially change 
the situation in other respects. The handicaps of poverty and back
wardness continued and the need for government sponsorship and 
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assistance for initiating and developing co-operative effort among the 
peasantry and other backward strata was as urgent as before_ Also 
government action now became even more all-pervasive and its spread 
met with less criticism, than before_ Because of the closer -identi
fication of people with government and because of the orientation of 
policies of most newly independent governments towards develop
ment planning, official encouragement of the co-operative sector 
became readily accepted and in the new context, co-operatives were 
generally agreed upon as the most appropriate agencies through 
which large numbers of types of plans should be implemented. As the 
new governments took a much more positive view of their responsi
bilities than their predecessors, not only the urgency but also the 
field and types of effort required were greatly increased. 

With all this, in the initial stages at least, reliance on government 
officers also continued. To the extent that colonial regimes had dis
couraged the growth of indigenous self-reliant leadership and had 
directly or indirectly fostered habits or attitudes of dependence on 
government, there was no alternative readily available. Also, to the 
extent that the older structure and traditions of societies did not 
allow for ready emergence or growth of leadership suitable for 
moderi; co-operative business, the disappearance of the colonial re
gime did not immediately prove a corrective. The combination of 
these two sets of circumstances led and leads in part even today, to 
a continuation of the dependence on government officers as providing 
initiative and continuous direction for the growth of the co-operative 
movement. 

However, this may be taken as representing an essentially transi
tional stage. The older disadvantages of official leadership continue 
even in the post-colonial era_ Further, government officers in the new 
independent states suffer from a continuous diminution of authority 
and prestige, as the power and prestige of politicians and other non
official leaders grow. The immediate problem in co-operative leader
ship in all newly independent countries is, therefore, that of rapidly 
dispensing with leadership of government officers in co-operative acti
vity and establishing a pattern of non-official leadership from among 
the people themselves. Apart from the general problems arising out 
of poverty and backwardness, the special problems faced in the emer
gence and operation of co-operative leadership stem from the stratified 
social structure and the many divisive factors in the older societies. 
These differ in their manifestations from society to society and my 
account is related to conditions in India and, more particularly, those 
in Maharashtra. In India the dominant social factor to which atten
tion has to be paid in every context, is that of the caste. Added to this 
are other related features of our society such as the division between 
religious groups, the distance between urban and rural societies and 
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as special corolIaries of the above the privileged and isolated position 
of the classes from whom professionals and administrators are drawn 
and the differentiation of the trading communities from the rest of 
the societies and their intense sense of cohesion. Ali these features 
of our society have striking results in relation to problems of co
operative leadership. I shalI attempt to deal with a few of these. 

The first is the provision, badly needed in relation to the poor and 
the backward, of pioneering leadership from outside these classes. In 
India, because of the caste structure and because of the cleavage 
between urban and rural society, leadership from among those who 
are competent and welI-off is not readily attracted towards this work. 
The classes such as the intellectuals, professionals, administrators or 
leaders in trade and industry from among whom leadership for 
pioneering in the co-operative field could most easily come are not, 
sufficiently, in close or continuous touch with the peasants, artisans 
or labourers or their problems. Few among them, therefore, possess 
close understanding, of the problems or have intense feeling regarding 
the conditions of the backward and poorer classes to whom leader
ship has to be provided. On the other hand, the backward and the 
poor classes are not always in a position to welcome such leadership 
from outside 'when offered. They have stored experience of the past, 
and lasting memories of oppression, exploitation or at best of neglect 
or indifference of the urban and the advanced castes and classes to
wards the problems of other elements in society. The memories of 
the past and also current and continuing evidence of exploitation, or 
neglect of these other classes engender feelings of distrust and sus
picion among those to whom outside leadership is offered. The lack 
of sympathy and of trust among those who might be in a position 
to afford pioneering leadership and those in whose behalf it is to be 
exercised create grave difficulties relating to leadership. The distrust 
and the lack of sympathy are not, it may be noted, transitory pheno
mena, but are rooted in .the structure and operation of our hierarchical 
and caste society. 

Our social structure affects not only the attitude of peasants, 
labourers and other backward classes, towards elCternal leadership, 
but also influences the degree of internal cohesiveness of these groups. 
The most important factor, in this context, is the division of these 
classes among a number of closed groups. In a few regions in India, 
peasant society may be found relatively homogeneous, i.e. the bulk 
of the peasantry in the region may belong to a single large caste or 
related sub-castes. In the large majority of the regions, however, this 
is not the case; so that the peasantry in different parts of a region 
may belong dominantly to one caste with minorities of other peasant 
castes OJ in alI parts of the region the composition of peasantry by 
caste or community might be highly mixed. The division among diffe-
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rent caste groups of varying strength, of say, peasant society in a 
region may have considerable influence over the operation of co
operative leadership. This is because loyalty to caste and suspicion 
of those belonging to other castes intrude into this area. As a result, 
members in a co·operative society may tend to back leaders from their 
own caste or community without reference to the quality of these 
leaders in relation to the work of the co-operative. Also, the leaders 
and those in authority would show favouritism, in the administration 
of the society, towards members of their own caste or community. A 
cooperative, if it has to succeed, has to be operated as an essentially 
open organisation, that is in admission to membership and in the 
conduct of affairs of the co·operative society differentiation between 
member and member should not be made in relation to any factor 
that is not relevant to the working of the society. This is difficult to 
achieve in a caste society which is composed of a number of relatively 
closed groups with little intimate social intercourse among members 
of the different groups. In such a context leaders who will take a 
consistently non-partisan view of co.operative affairs do not readily 
emerge nor are members of co-operatives ready to accept with equal 
enthusiasm and trust good leaders irrespective of the caste or the 
community to which they belong. 

In areas where the Bocial composition is relatively homogeneous 
or where the membership of a primary belongs to one group the 
problems indicated above may not come to surface at this level. How
ever, they have to be faced at the higher and more comprehensive 
stages i.e. wherever members of different caste or community groups 
have to join together in co-operative effort either primary, secondary 
or federal and in all integrated efforts and systems. 

Another aspect of our traditional society is its hierarchical struc
ture. The different closed groups, castes or communities, are usually 
ranked in an order which traditionally indicates socio-economic status. 
In such a society the groups ranking higher find themselves privileged 
in relation to those that rank lower and it is expected that those who 
rank lower will differ in most matters to those who rank higher. 
Traditional attitudes and expectations of this type create other 
problems for the working of co-operative societies. The working of 
a co-operative assumes equality of all irrespective of community or 
class. Where the hierarchical ideas derived from the older structure 
persist (and they are very persistent and pervasive) the democratic 
functioning of co.operatives meets with a real difficulty. The situation 
is further complicated by existence within regional and group socie
ties of hereditary positions of leadership in the village, the region, the 
guild etc. These were traditionally associated with certain families 
and were expressed in certain forms of social precedence, Borne of 
which may continue to the present. Members of such families or 
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holders of the traditional positions may, and do, expect recognition 
of their status and the resulting complex of attitudes may get reflected 
in the working of even a co-operative society. The position of Chair
men, Managers, members of the Boards or Committees of co-operatives 
may come to be expected as matter of traditional social right by 
members of the higher ranking groups and families and holders of 
hereditary offices. It may not occur to the rest to question these claims 
and if somebody questioned them he might not find general support. 
To some extent all this may not affect more than the formal arrange
ments in the co-operative organisation. However, it is capable of 
influencing in an adverse manner even the working of these organi
sations. Positions not only of formal status, but even of real authority 
may continue to be engrossed by certain groups or persons and they 
may prove incompetent or dishonest or both; public criticism may 
yet not be vocal or effective because of the association or continuing 
influence of traditional attitudes or sentiments. Also, there might be 
an unequal distribution of benefits of operation of the co-operative. 
This is all the more likely as in a number of cases social ranking and 
economic strength go together. In the circumstances, the co-operative 
system may operate even within the class, say, of peasants for the 
special benefit of those higher in socio-economic gradation rather than 
as an egalitarian force. The situation would be particularly aggra
vated where groups which are extremely dissimilar in socio-economic 
status and partly antagonistic to each other live side by side; for 
example, in common organisations of caste Hindus and untouchables 
or of those of settled agriculturists and members of aboriginal 
tribes. 

It is, in such contexts, that the much canvassed concept of "natural" 
leaders needs special examination. It if! easy and usual to identify 
"natural" leaders, with traditional leaders, without remembering that 
traditional leadership is intimately associated with the hierarchical 
and hereditary aspects of the older social structure. Reliance on 
natural or traditional leadership in this case, would be beneficial only 
if the natural or traditional leaders accepted fully the values of an 
open and democratic society and worked for their active implemen
tation and articulation in the operation of co-operative organisations. 
Otherwise, their influence may not prove helpful and may indeed 
warp co-operative organisations from their real objectives and 
purposes. 

Another aspect of traditional society is the high degree of speciali
sation of occupations and the tradition of ignoring interests and skills 
outside -a narrow range. The functioning of a co-operative even at 
the primary level requires from its leaders a certain awareness of 
social purpose, some administrative ability and a business outlook. 
Awareness of social purpose was not absent in the older societies. 
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In fact, paramountcy of group interests was usually taken for 
granted in these societies. This traditional emphasis could prove an 
asset to the functioning of co-operatives except for the fact, already 
noted of the somewhat limited interpretation of the concept of group 
loyalty and group interest. The intervention of colonial rule every
where, made for a break in the older administrative traditions and 
did not provide a suitable substitute on any wide scale especially in 
relation to administration in a self·governing group. The adminis
trative tradition of the colonial rule was and had to be essentially 
authoritarian. To this extent administrative experience would be 
generally lacking. However, this handicap would be got over with 
independence when, in due course self-governing political and other 
organisations proliferated rapidly. 

The requirement of a business outlook would be more difficult to 
meet in a general way. A self·sufficient peasant economy does not 
breed a busin!)ss outlook and to the extent that many occupations and 
pursuits in the older society were oriented away from a market 
economy business outlook would be lacking in them also. The result
ing handicap would be felt not only in the case of classes such as 
pe3$a.~ts, artisans, or labourers, but also at the level of secondary 
urban organisations. This is because in the older society the scholar, 
the administrator and the businessman, were not only functionally 
differentiated but also usually belonged to rigidly separated castes. 
The scholar may have high ranking, but would remain poor with no 
experience of business and money dealings and with an attitude of 
near contempt in relation to those whose main vocation was finance 
and trading. The trading and business communities on the other 
hand, had a highly developed business outlook and were extremely 
proficient in their own lines, but they possessed, on the whole, little 
of a tradition of a broad social purpose or of an integrated social 
loyalty. Therefore, to the extent that leaders in the secondary organi
sations came from castes with administrative, professional or 
scholarly backgrounds, they might show an understanding of co
operative principles and an enthusiasm for them, but little apprecia
tion of administrative techniques and almost no aptitude for practical 
business. On the other hand, if they derived from business communi. 
ties they would, in. the main, not show a high social purpose and would, 
in addition be more distrusted by the backward communities. 
Problems of leadership at even the secondary level thus prove difficult 
because of the special requirement of a combination of social purpose 
with aptitude for practical business. 

Problems arise also in connection with relations· of leaders of the 
larger co-operative organisations with the salaried, administrative 
and technical staff of these organisations. Apart from such aspects of 
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the situation as are universal, the special difficulties in Indian condi
tions arise from the lack of mutual contact and the resulting distrust 
and suspicion of each other. This is due to the fact that ordinarily 
the salaried administrators and technicians and the leaders of the co
operative organisations belong to different strata in society and to 
different closed groups. 

At present leadership at the level of secondary organisations is 
being provided to a large extent by the urban and professional classes. 
But the extent of this provision is neither adequate nor very effective. 
The development that holds most in store for the future ill the rapid 
growth of educational facilities in small towns and in the countryside 
which is raising the level of education in rural society. This together 
with the gradual increase of effective political power in the hands of 
the farming community should have the effect of stimUlating the 
emergence of adequately qualified and sufficiently numerous body of 
leaders from among them. It appears highly likely that in the near 
future the peasant classes will provide leadership in increasing pro
portions not only at the primary but also at secondary levels. 

In the ultimate analysis, problems associated basically with poverty 
and backwardness could be solved only by total socio-economic 
progress. Except in the case of a revolution the process of develop
ment is likely to bring about not a sudden change in the conditions 
of all but only a gradual improvement of conditions of stratum after 
stratum. However, even a partial improvement of the condition of 
some among the older poor and backward groups could make for a 
significant widening of the field from which leadership could emerge. 
And such a widening might be highly preferable to a continued 
restriction of the potential of leadership to small urban groups as 
before. The widening of this potential in relation to the top strata 
among peasantry and artisans has special significance. Both caste 
and economic conditions function as divisive fa<;tors in India today. 
The urban higher caste leadership suffers from handicaps on both 
accounts in relation to peasants and artisans. The possibility of 
leaders coming forth from among the better off peasants and artisans 
has importance because, in the first instance, they would not labour 
under the disadvantage of caste differentiation. Secondly, in the pre
vailing atmosphere of insistence on progress towards a socialist 
society and the rising importance of mass vote in politics, leaders 
from among them, the richer strata of peasants etc. are likely to 
realise the need of functioning so as to achieve the broader objective. 

Finally, there is one aspect of co-operative leadership in India to
day to which I should like to draw special attention. At present there 
is an almost entire lack of emphasis in India on training and edu
cation of non-official leaders in basic principles of co-operation. The 
co-operative way has become ao asilociated with economic development 
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and co-operative organisations are so much looked upon as instru
ments of economic planning that the aspects of instrumentality of 
economic betterment and of efficiency in operation are almost 
exclusively emphasised. There is little attention given, side by side, 
to the aspect of the co-operative as deliberately giving a second place 
to individual profit and emphasising progress of the group as a whole 
and, in the larger context, as seeking protection and growth of the 
interests of the poorer groups in society. It is true that in an under
developed society it is particularly important to insist upon attention 
being paid to the economic calculus and economic rationality. But it 
is common experience that the lesson of the pursuit of aggressive 
self-interest is very easily too well learnt and in the result the old 
restraining social influences and group loyalties are broken down. 
It is desirable that this should be allowed to happen_ 

Further, in the erection of a co-operative structure attention to 
basic principles, the proper division of labour among the different 
sides, the mutual relations of the primary, the secondary and of the 
higher federal organisations, meaningful coordination and integra
tion of different types at all levels attain very great importance. 
No proper understanding of these or appropriate articulation of prin
ciples couid be achieved except through impartation of training and 
education in basic principles of co-operation_ The lack in India in 
this regard is grave in relation to the general body of members at 
both primary and secondary levels and specially in regard to leaders 
of co-operatives at these levels. Serious misdirection of effort at all 
levels is evident today because of the very uncertain and unclear 
r-rasp by all including the official leadership, of principles funda
mental to the formation and operation of co-operative economic 
activity. 



DEVELOPMENT OF CO-OPERATIVE MOVEMENT· 

THE Souvenir presents the record of the growth and functioning of 
an organisation over fifty years. It would not be inappropriate to say 
that the history exhibits development of co-operative activity, quali
tatively as well as quantitatively, of an order somewhat exceptional 
in India. The organisation has undoubtedly been fortunate, in the. 
men it found to serve it. A remarkable succession of able and public 
spirited businessmen of Bombay city from Sir Vithaldas Thackersey 
to Shri R. G. Saraiya shouldered the heavy responsibility of being 
Chairmen of the Bank for almost the whole of the fifty-year period. 
It obtained for the major part of that period, the services as Manag
ing Director of one who is rightly regarded as the doyen of the move
ment in India today. His successors as Managing Directors were also 
able men who, for the most part, had been trained within the Bank 
and had served the Bank in many capacities before they took over the 
highest charge. The Bank has also had associated with it as directors 
eminent men both in the academic world and in public affairs. The 
eminence of these may be indicated by pointing to Professor V. G. 
Kale and Shri Bhaskarrao Jadhav as representatives· of the two 
spheres. The Bank has been equally fortunate in having obtained men 
of high calibre to work on its staff and the Bank's staff at all levels 
has been specially marked for the spirit of service and team work 
which it has consistently displayed. It is perhaps right in this con
nection to mention in particular Shri Deodhar who was a valued 
assistant of Shri Vaikunthbhai Mehta throughout almost all his years 
of service, as an outstanding and a notable example of dedicated ser· 
vice and able administration. 

The history of the Bank has, however, a great deal more to show 
than record of able and devoted service at all levels. The most unique 
feature of the history is perhaps the consistent leadership that it has 
displayed in developments in the co-operative field. A notable early 
example was the policy adopted by the Bank during the crisis which 
the co-operative movement all over India had to face during the 
depression of the early thirties. It was the understanding and helpful 

• Foreword to the Golden Jubilee Souvenir of the Maharashtra State Co-opera
tive Bank Ltd., Bombay, 1961. 
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manner with which the Bank then dealt with societies and individuals 
which not only enabled the co-operative movement in the State to 
get over the very difficult times without grave mishaps but also 
securely laid the foundation of the confidence and prestige that the 
Bank has enjoyed in a special degree and, it is hoped, continues to 
enjoy to this day. 

It is possible to claim that a number of developments of not only 
State but all-India importance have had their origin, in part at least, 
in thinking and action at the Bank or of people connected with the 
Bank. From the Bhansali-Mehta Report and the BADR Act with its 
-co-operative crop loans and government guarantee there is seen to 
be continued effort at thinking and experimentation. The personnel 
of the two important post-war committees, the Agricultural Finance 
and the Co-operative Development Committee, was connected with 
the Bank and the Bank played an important role in getting the crucial 
decision of Bombay non-official co-operators forthwith accepted by 
the GoverIllI\ent of Bombay as its policy to reorganise their structure 
and undertake on behalf of the co-operative movement and organisa
tions the onerous responsibility of playing a crucial role in planned 
rural development. The radical re-organisation of the structure of 
the Bank undertaken at this time and the policy of transferring busi
ness -at the district level gradually to district banks, deliberately 
fostered for the purpose, have amply proved their propriety and value 
in subsequent years. In all this the Bank has been fortunate in the 
-close relations it has been able to establish with the Reserve Bank 
at both the policy and administrative level. 

It- would be absurd to claim that the history of an organisation 
over fifty years shows no ups and downs and that no mistakes were 
made or that opinions about particular developments are not likely to 
vary. However, it is expected that, in the main, there will be general 
agreement that the Bank's performance shows consistently high level 
of competence and that its leadership has been marked by qualities 
of both integrity and imaginativeness. 

Another feature to which attention of readers of this chronicle 
may be drawn is the gradual transition in control and leadership 
within the Bank which reflects important socio-economic develop
o/nts in the country. On the one hand while the Bank has divested 
IfLSelf gradually of direct operations at the district level, it has shown 
increasing interest in developments in the rural industrial and mar
keting fields and sponsored new activities in them. With the full deve
lopment of the federal structure, the active participation of leaders 
of district movements in the affairs of the Bank has steadily increased. 
The history of the last fifty years may be seen as exhibiting a move
ment from an initial stage where the metropolis took leadership in 
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developments throughout the State to a point where district leaders 
arrive at the metropolis to participate fully in the Bank's affairs and 
show the ability to conduct the Bank's business with competence. It 
is because the organisation exhibits continued vitality and ability to 
be in the van of progress, in this manner, that I feel no hesitation in 
predicting for its future as useful and brilliant a career as in the past. 



FUTURE OF CO-OPERATIVE CREDIT" 

THE task of writing about the future of co-operative credit is not an 
easy one, particularly because it involves, as a necessary preliminary, 
prediction regarding structural developments in the economy in the 
future. In the circumstances, it may be useful to begin with a rapid. 
review of developments in the co-operative movement over the last 
fifty years. The co-operative movement in India was started under 
official patronage as a form of voluntary economic organisation which 
eould provide an alternative to the moneylender-trader in the rural 
economy. The inovement, at this stage, lacked any real base. It was 
a movement which was neither understood at the village level nor 
fully suppo_rted and actively sponsored at the official level. The essen
tial difficulty of its position w~ underlined by the depression of the 
30's. TIM! almost countrywide collapse of the movement was evidence 
both of lack of firm foundations and of effective official support. 

It was only with the coming of the Second World War that the 
movement entered into a phase of relative stabilisation. This was 
chiefly because Government found co-operative organisations useful 
instruments for implementation of economic policy in rural areas and 
began consequently to pay attention to the structure and operation of 
the movement as a whole. The change brought about in the economic 
condition of some classes of cultivators through rise in prices of agri
cultural products, was another important factor. This made it possible 
for the first time to think in terms of a significant proportion of 
cultivators, at least in some regions, being freed from the money
lender-trader system and foreshadowed the possibility of substantial 
resources being ploughed into the movement from the rural areas. 

In the post-war period, the widespread adoption of slogans of 
socio-economic equality and the decision to take up planning com
pleted the change. A national government which was not wedded to 
the doctrine of lmisS6Z fwire and which talked of planning in order to 
achieve a socialist society naturally thought of the co-operatives as 
important agencies for the purpose. There has been a continuous 
increase in emphasis on eo-operation and co-operative organisations: 
in each succeeding five-year plan and the goal of the co-operative 
commonwealth is more and more generally avowed. 

• Co-operati1Je MaJta ..... htra. Bombay. 1961. pp. 15-20. 
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While all this is important, it must be remembered that develop
ments in the field lag far behind ideology and slogans. Many aspects 
of government policy especially those related to pricing, marketing, 
and processing of agricultural rural products hamper developments 
of co-operative activity and there is little evidence of a consistent 
drive towards attainment of the co-operative commonwealth or even 
of an effort to think out the concept in concrete terms. Even so the 
last twenty years have brought about a change in co-operative struc
ture and ideas which might be well termed revolutionary. Today it 
is becoming progressively more true to say that co.operation is not 
just an alternative form of voluntary organisation in a laissez faire 
society, but a broadly accepted way of life, especially for the rural 
areas. 

Problems of co-operative credit and developments in the co·opera,.. 
tive field have to be placed against this background. Another set of 
considerations that are important in projecting the future are those 
relating to specific developments in the operations and approaches of 
co-operative credit organisations during the last twenty years. It may 
be stated as a broad simplification of co-operative history that co-ope
rative credit two decades ago was a matter of making some additional 
resources available to cultivators chiefly in relation to their holdings 
of property in land and not significantly related to their requirements 
as producers or consumers. It came to be gradually realised that the 
concept of co-operative credit affording an alternative to the money
lender-trader system could not take shape as long as the structure 
of co-operative credit was not rationally designed and could not meet 
all the needs of the cultivators or other operators that were being met 
by the moneylender-trader system. The attempt to raise a logical or 
rational structure of co-operative credit involved programmes of 
action in three different directions: conceptually, so that the total 
field of credit was meaningfully analysed and related with relevant 
aspects of economic activity; organisationally, in terms of articula
tion and implementation of the conceptual scheme at various levels, 
and financially, in terms of resources for giving effect to the pro
gramme based on the schemes and the organisation designed for 
establishing a well-nigh universal system of co-operative credit. 

The whole effort that has gone into an analysis of co-operative 
credit into various types of loans with appropriate purposes, extent, 
terms and conditions, etc. has had the objective of building a logical 
system. Organisational effort has had two important aspects: one 
was the superstructure which in the initial stages is particularly im
portantoflnd the other the primary organisation on which necessarily 
all co-operative activity is based. Today, in spite of some controver
sies we have arrived at a general agreement on the essentials of the 
analysis and the main elements of the structure of organisation. The 
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variou. strata in co-operative credit organisation. their roles. func
tions and relations with each other are matters of accepted national 
policy. So also basically is the structure of the primary units. of 
various types of co-operative activity. Moreover. starting as an agent 
of the state. the Reserve Bank has accepted the ultimate obligation 
of finding resources that are needed for finance in the co-operative 
structure. 

In considering future developments it is necessary to give careful 
consideration to conditions which compel resort to external agency 
for the bulk of financial resources. The rural economy in the money
lender-trader stage. was essentially an economy stabilised at what 
might be called the underdevelopment equilibrium. The moneylender
trader exacted a heavy price for his services from the cultivators 
such that the cultivator in most regions was left with no surplus with 
which economic development could be initiated. The moneylender
trader was not interested in or did not see any prospects fl?r addi
tional investment on his own account in the rural economy. He was 
ordinarily not in a position to raise resources on his own account 
except thro!lgh the exploitation of cultivators to which there were 
obvious limits. The rural moneylender-trader provided essentially a 
link with- the financial and commercial structure of the towns; he was 
the rural agent of this structure. He shared in a humble way. such 
surpluses as accrued in the economy the whole of which this structure 
absorbed. 

The raison d' etre of the co-operative credit system is to break 
through this and to start a process of development through enlarg
ing the surpluses in agricultural production and keeping it in the 
hands of the cultivators. This involves not only a planned programme 
of development but also that the surplus generated through the 
planned productive activity is, at all stages, retained within the co
operativll system and distributed by that system, in a socially mean
ingful and beneficient manner. It is this that justifies the initial em
phasis on the productive use of resources, on the one hand, and on 
the other, on making resources available, in an ample measure, to 
every unit in a position to make productive use of them. The whole 
purpose and meaning of the crop loan system were so conceived. The 
crop loan is, however, only the beginning. For, the moneylender
trader system was an integrated comprehensive system and its re
placement has to be complete. Otherwise, the operation of the older 
system in any part could defeat ends and purposes of the co-operative 
effort. The cultivator's needs for seed and manure may be met but 
not those for bullocks and implements; his production needs may be 
met but riot those for consumption; he may not have to go to the 
moneylender-trader for a loan, but may still have to resort to him 
for marketing or processing his produce. If at any of these points 
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the moneylender-trader system continued it would powerfully affect 
the rural economy and the prestige and efficacy of co-operative sys
tem could be endangered or, at least, weakened. This is in fact the 
situation which, in part at least, is met with all over India today. The 
crucial role of processing in the co-operative system stems from the 
integrated character of total operations. The integration of economic 
activity is exhibited at higher levels also. Therefore, not only is it 
sufficient to organise all sellers of produce in co-operative marketing 
organisations, but also to provide if possible, within thi! co-operative 
system buyers for these products. Thus through organisation upto a 
point or level, the co-operative system, comes up against difficulties 
at the next point or higher level and must go ahead if it is to con
tinue to function and to progress. This creates an apparently in
satiable demand for increasing supply of personnel and financial 
resources from the expanding co-operative sector. 

At the establishment of a primary co-operative credit society, the 
bulk of whose members are marginal cultivators, the extent of re
sources internally available must prove insufficient for the needs of 
the situation. Even for the class of primary producers, as a whole, 
the low level of their existing operations and resources makes an 
injection of outside resources necessary for both balancing and deve
loping their economy. The continuing need for financial resources of 
rural co-operatives is the result of a process which may be analysed 
into three necessary elements. Firstly the prevention of exploitation; 
secondly, the investment of fresh resources so as to begin develop
ment and thirdly, the requirement to grow steadily into an integrated 
system for a developing economy. It is from these points of view that 
the need for continuous additional finance of the growing co-operative 
structure in future decades must be projected. 

Conceptually, it might be said that this is not an indefinite process. 
There is bound to come a time when the fullest opportunities of agri
cultural development have been exploited and the credit system has 
been linked with marketing, processing, transport, etc. co-operatives 
and has also established itself at the wholesale national level and is 
linked with the consumer and producer co-operatives. At that level, 
the savings available in the agricultural economy may be 80 large 
that they cannot be absorbed within the agricultQral occupation. 
When I was in Japan in 1957, I was told that already in the more 
developed parts of Japan, especially of the South and West, the sav
ings available within the co-operative credit system were not only 
enough-to provide finance within the system for the undeveloped areas 
of the north and the east, but also that during the part of the year, i 

the Apex, Credit Co-operative was able to place large funds with the I 
money market in Tokyo. I 
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I do not look forward to such development at an early stage in any 
state of India. Even in states like Maharashtra and Gujarat where 
.considerable progress in development of co-operative credit has been 
made, we are far from satisfying fully the needs of the agriculturists 
in their productive activity. We have a very long way to go until we 
.cover fully the fields of marketing and processing in rural areas and 
are able to establish links with .counterparts in the industrial and 
'Ilrban field. Therefore, while we may look forward to a larger pro- . 
portion of internal demand being satisfied with supply of internal 
resources, in particular areas, the development 311 a whole will require 
funds from outside for a considerable time. 

Apart from this, there is another reason to project continued re
quirement of considerable funds for rural investment in a planned 
Indian economy oriented in certain agreed directions. The concept 
of surplus funds becoming available from rural areas is linked with 
the notion of saturation of opportunities in these areas; this in its 
tum is connected with a preconceived idea regarding location of 
-economic activity. The saturation of opportunities in rural areas is 
a.ssumed because it is taken for granted that all growing industries 
will be located in towns. However, a large number of current develop
mente- and most considerations regarding proper future arrangements 
emphasise the need of planning as much industrial development as 
possible within the rural areas themselves. 

This in the ultimate analysis, is the only course that can lead to 
balanced growth and even terms of trade. Wherever surplus is pro
duced beyond the requirements of immediate investment in agricul
ture or even before reaching this stage investment in rural industry 
is logically indicated. From this point of view, to the plan of cover
ing within the co-operative system, credit, marketing and processing 
of agricultural products must be added the plan of rural industriali
sation to the largest extent possible. It is generally agreed that modem 
industrial activity generates more surplus than other types of activity. 
Therefore, not only for freeing the countryside from dependence on 
()utside financial resources but also freeing it from other types of 
dependence also the best way is to concentrate on utilising all sur
pluses in rural industrialisation. 

In the present context of Indian conditions all this may appear as 
far-fetched. I hold, however, that it is well within bounds of possibi
lity and what is lacking to make it a reality is a sound co-operative 
:structure and imaginative leadership. Provided our primary units 
become viable and competent there is no reason why the extra re
sources now being routed through the credit system should not gene
rate ample lurplus. The other important requirement is, of course, 
that of careful planning and leadership in this direction. In the 
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Indian situation, for a variety of reasons, it is the credit organisa
tions and the co-operative banks in particular which find themselnll 
in the position of commanding resources and prestige and power. 
Therefore, these alone can give leadership. Rather, in view of their 
historical development and present situation responsibility of leader
ship devolves on them. If they interpret the purpose of a co-operative 
credit ()rganisation broadly enough and take the lead both in desig
ning and planning future developments and in implementing and 
financing them there is no reason why developments should not be 
quick and what appears today as a theoretical, distant goal should 
not fructify within a reasonable time. 

This sketchy survey should serve to emphasise the need to consider 
future developments in the co-operative credit field in close relation to 
the programme of developing an integrated and all embracing co
operative system. In relation particularly to rural credit and economy 
it brings out the reasons for present dependence on outside financial 
resources and assesses prospects for its continuance in the future. 
Finally it shows that independence, in the sense of being able to 
operate and progress on equal terms with others, could be achieved 
by the rural economy only through pursuit of a programme of in
tegrated developinent of economic activity with special emphasis on 
industrialisation. Finally, it is stated that in existing Indian condi
tions the responsibility for giving the lead in ,all these respects 
devolves naturally on the main co-operative credit organisations. 



PROSPECTIVE DEVELOPMENT IN CO-OPERATIVE 
FINANCE· 

A NUMBER of issues of policy are emerging in co-operative develop
ments in India. One of these is the problem arising out of the con
cept of the crop loan and its definition and implementation. It should 
be noted that the crop loan emerged as a device which could take co
operative credit a step beyond the stage which it had reached pre
viously. At this earlier stage, whether explicitly related to the value 
of owned land or not, the credit of a cultivator depended largely on 
his real assets- and the loan was made for a twelve-month period and 
was renewable. There was no explicit linking of the loan or its size 
to the purpose of utilisation; also fairly severe limits on loans to 
individuafs and to societies as a whole were laid down. The result, 
aJmest:-uiliversally, was that in no case could -the credit extended by 
co-operative societies to an individual member serve his needs fully. 
The co-operative credit system could not, in the circumstances, hope
to replace, even theoretically, the moneylender-trader system. 

Crop loan 8y8tem 

The crop loan sought to transform the situation in two directions. 
First, by shifting the emphasis from real property to the crop as 
~ecurity, it brought in even pure tenants as potential borrowers, and 
secondly, by relating the size of the loan to the requirements of busi
ness, it emphasised productive purpose. Incidentally, it did away with 
the older, highly restrictive limits on credits to individuals and so
cieties. The new basis, however, resulted in an exclusive emphasis on
the requirements of production credit and benefited most those classes 
and groups whose requirements of this type of credit were relatively 
large. Therefore, in considering the operation of the existing crop 
loan system, it is necessary to distinguish between defects which are 
inherent in it and those that are incidental to the operation of the 
Iystem and are remediable. 

In relation to the latter type, the main problems are of ensuring
that the loan is used for the purpose for which it is granted and that 
repayment is assured at the time of, or soon after, the disposal of the
crop on which the loan is secured. The system of giving a large part 

• Maharashtr,. Co-opero.u". Quarterlll, January 1964. 
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of the loan in kind is part of the design to ensure proper utilisation. 
Theoretically, it should not matter if a cultivator uses any part of 
the total resources available to him for either production or consump
tion needs as long as both are satisfied. The objection to the entire 
loan being given i)l cash lies in the danger of insufficient resources 
being utilised in production, through diversion to non-production 
needs. The successful formulation of a system of division, in cash 
and in kind, of crop loans assumes the possibility of isolating items 
of production inputs which are universally required and whose 
normal level could be generalised and incorporated into a system. It 
further raises the problem of ensuring timely supply from reliable 
sources. The cash and kind division also leads to the concept of in
stalment. This is itself another device to secure proper utilisation. 
However, the division of a loan into cash and kind components which 
are themselves given in instalments implies a close adaptation of the 
division and instalments to requirements of cultivation and an effi
cient operation of the administrative loaning and supply system. 
Thus the crop loan system, whatever its originating impulse, becomes 
with proper development an elaborate system which goes far in the 
direction of supervised credit. 

On the side of repayments, the crop loan implies establishment of 
congruence between maturity and disposal of crop and the recovery 
of the corresponding part of the loan. As the charge is on the crop, 
the repayment has to be closely linked with disposal of the crop. 
Where such linkage is possible within the overall co-operative system, 
the crop loan system can work fairly successfully. Where this is not 
so, there should at least be a logical insistence on repayment of an 
appropriate part of the loan at a time not too distant from the time 
of the disposal of the crop on the security of which such loan was 
extended. 

Logically, a developed crop loan system thus involves a full analysis 
of the credit requirements of a cultivator according to crops, times 
and types; an appropriate administration of the cash and kind supply 
and recovery through sales or immediately after. If such a system 
can be administered in the required detail, it would also make avai
lable data needed for its proper structuring and also data needed for 
eontinuous agricultural and operational improvements. 

It has to be realised in fact that even in the case of the co-operative 
sugar factories, where all the conditions needed are satisfied, neither 
is the system operated in detail nor are the data collected, analysed 
or utilised as required or desired. The main initial contribution of 
the crop loan system has been that of loosening the fetters of the 
older structure and enablingco-operatives to meet more fully the 
credit needs of the cultivators. In actual administration of the sys
tem, for the most part, the total borrowings continue to be treated 
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.:as one lump sum, with little pretence at providing supply only when 
needed. On the other hand, the recovery, instead of being tied to each 
~rop and its disposal, is expected on the average at the end of the 
..agricultural year. 

This should not lead one to ignore the very real advance in the 
-functioning of co-operative credit brought about by the acceptance 
-<If the concept of the crop loan. An essential objective and stage in co-
-<lperative progress is the replacement of the moneylender-trader 
system. An effective inroad in the field occupied by that system was 
·made possible through the crop loan idea. This enabled fairly adequate 
~redit being given to large groups, such as substantial farmers of 
-commercial crops and this made a dent in the moneylender-trader 
~ystem of a size and quality which was otherwise unimaginable . 

.Inadequate of the system 
This partial initial success of the crop loan system has itself 

brought into the forefront a large number of complex problems. The 
numerous defects pointed out in the operation of the crop loan system 
..all detive from insufficient progress in its logical implementation. 

Tbe implementation requires that a fuller understanding of the 
Im'p1ications of the crop loan system must be achieved among all con
nected with the co-operative credit system, viz., among borrowers as 
well as among those who direct and conduct operations of financing 
.agencies at all levels. Even more importantly, it requires considerable 
enlargement and improvement of the staff of the financing agencies. 
'The required collection and field scrutiny of information, the pre
paration of elaborate individual loan papers, the administration of 
loans and their recovery at appropriate periods would not be possible 
-without this step being taken. This conclusion raises two important 
issues: (1) whether the considerably increased expenditure on staff 
i.s financially and otherwise possible for co-operative financing agen
(!ies at all levels and in all tracts, and (2) whether in the future deve
lopment of the co-operative credit system the administrative tasks 
resulting from such elaboration could or should all be sustained by 
-the co-operative financing agencies alone. Before dealing with these 
iSBues, it may be useful to turn to problems outside the strict appli
-cation of the crop loan system. 

The report of the Committee of Direction of the Rural Credit Sur
vey of the Reserve Bank of India, on which the present policies are 
largely based, did not adequately deal with a set of questions. In the 
main, these are the problems of subsistence and uneconomic farmers, 
the problem of consumption loans and the problem of the co-operative
ly backward States. An important finding of the Rural Credit Survey 
was that the larger and the more intensive developed the agricultural 
J)roduction activity of the cultivator, the large!; proportionately was 
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his need for production credit. The crop loan system could on this 
account, meet more or less fully the needs of the more substantial 
cultivators in most areas, where important commercial crops were 
grown. This class of cultivators had usually some resources of their 
own and the crop loan limit for them worked out on a generous 
enough scale, to satisfy all normal credit needs. The manner in which 
the share-holding contributions by cultivators to a number of process
ing factories in Maharashtra were met through crop loans indicates 
the extent of the margin which, on an average, was made available 
through crop loan limits to substantial cultivators. On the other hand, 
the smaller cultivator and the cultivators who grew the less costly 
crops, because of soil or climatic conditions, did not equally benefit 
from the crop loan system. This was because production credit needs 
played a relatively small part in their total requirements of credit. 

Creditworthy and non-creditworthy farmers 
The Rural Credit Survey Committee also ignored the distinction 

between the creditworthy and non-creditworthy farmers which had 
been drawn by the Agricultural Finance Sub-Committee of 1945. In 
doing this, the Rural Credit Survey was following the example Bet 
by the Bombay Sfate Co-operative Bank in its policy resolution of 
1948. The distinction between the creditworthy and the non-credit
worthy made by the earlier Committee is, no doubt, important; but it 
has significance only if concurrently a programme of rehabilitation 
of the non-creditworthy is devised and implemented by the State. In 
the absence of such action, the distinction loses meaning because the 
co-operative credit organisations themselves are in no position to 
unaertake a rehabilitation programme or to give special assistance. 
The Board of the Bombay State Co-operative Bank was faced with 
this problem in 1948 when it came to define the amount of loan to be 
advanced under the crop loan system to various classes of cultivators_ 
In doing this through linking the quantum of the loan to the acreage 
under crops, the Board decided not to exclude any farmer, however 
small. This was because the definition of a class of farmers below a 
certain level of holding, etc. as non-creditworthy would only have 
resulted in denying all credit to very large numbers of small holders. 
This would obviously have been unfair and contrary to co-operative 
developments so far. Therefore, no differentiation was made in the 
application of the crop loan system among the various types of culti
vators by size of holding or business. 

Of course, the crop loan system itself led to wide variations in the
amounts of crop loan to which an individual farmer was entitled. The
small holder got a loan which was related only to the small number 
of acres of his crop acreage, and if he grew only cereal and pulse 
crops, the amount of the crop loan to which he was entitled was small 
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indeed. It was presumably argued that this small loan even the un
economic farmer would be able to repay. The natural consequence of 
this arrangement, to which however not sufficient attention was 
given, was that the credit obtained by these classes of cultivators was 
very inadequate.· For requirements of credit other than those for 
agricultural production, the crop loan system made no provision; 
therefore, this system, however elaborately or properly administered, 
could not deal adequately _with the credit problem of these classes of 
cultivators. The Rural Credit Survey did pay some attention to con
sumption aspects, but the recommendations that it made, viz. that 
of practices modelled on the Chit Fund were obviously not likely to 
meet the needs of the small farming community. It should, therefore, 
be not a matter of surprise that the present policies are found to be 
inadequate to deal with what have been termed the weaker sections 
of the community .. 

The Crop Loan Evaluation Committee of the Bombay State Co
operative Bank tried to get over, in part, the difficulty by expressly 
including expenditure on subsistence of the farm family during the 
()ff -lleason as a part of the overall crop loan limit. This was tanta
mount fo broadening the concept of the crop loan and almost to 
changing its character. It can be argued that if a farm family in
curred cash outlay to feed itself during the off-season, this was as 
ilSSential to growing the crop as any production expenditure. More
over, if this necessary outlay led the family to contract debt from 
rulother credit agency, the operation of the crop loan system was put 
in danger. However, the acceptance of such reasoning meant adopt
ing a. view of the crop loan which related the loan to the broader 
Tequirements of the farm family rather than to the direct production 
credit required by the crop. Another problem raised by this procedure 
was that of the relation between the loan and the proceeds obtained 
through sale of crops. As long as the crop was strictly limited to the 
direct inputs required for growing the crop, the presumption was 
that the total value of the crop would be normally much higher than 
ihe crop loan limit. Once other expenditures such as those on sub
sistence of the family are counted in, the assumption can no longer 
be regarded as generally valid. 

Consumption needs of farmers 
If the co-operative structure is to serve fully the small or un

.economic farmer class and to liberate it from the moneylender-trader 
1!Ystem, it must make credit available for all the production and con
sumption needs of the farm family. However, if this is done, the 
J!ecurity and repayment base of the crop loan system become 
Don.applicable; for example, it is highly unlikely that the proceeds 
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of sale of farm produce by the small farmer will cover his total re
quirements of credit. However, it is equally true that no alternative
base is readily available, at least not one that can be put in a general
ised form. The difficulties are obvious. The small or uneconomic
farmer, almost by definition, is not only an agriculturist producer 
but also obtains income from a variety of other sources. Neither 
supply nor recovery of the loan is in this case related to the com
paratively simple calculations regarding type of crop grown and its 
returns, which can be put into average generalised forms. The 
problem would be less difficult, if the other resources of income 
could also, in some way or another, be linked with the operation of the 
co-operative organizations. If the supplementary income sources. 
were, for example, livestock or artisan industry, a separate assess
ment of requirements and possibilities of repayments could be made
for each activity and combined together. (This would, of course, re
quire detailed individual assessment and programming). Where the· 
other source of income is wage income or remittance, its definition 
and evaluation become much more difficult. The financial problem of 
the weaker sections of the rural community then becomes in large 
part the problem of consumption finance of wage earning class. As 
defined above, it is also the problem of production finance of mis
cellaneous activities about whom no generalised procedure can be 
formulated. It is thus not only fraught with more risk but requires 
for administration a -much more detailed and individualistic 
approach. In a sense, therefore, developments required for this pur-
pose are in the same direction of supervised individual credit_ 
Ultimately, the only development that can help. substantially in this 
matter is a more close-knit organization of the weaker sections them
selves such as of the small farmers in types of co-operative farming 
or co-operative bullock or labour sharing unlts and of wage earners 
in labour contract societies etc. The only sure way of helping weaker 
sections of the community is trying to spread the network of co
operative production and labour activity among them. 

Even apart from the special needs of the small farmer, the prob
lem of consumption credit needs now to be tackled explicitly by all 
financing agencies. It may be recognised that the only' base for such 
credit is that of actual or potential savings. No system can be built 
in rural India on expectation of voluntary savings. However, it may 
be noted that it is now a general practice for co-operative financing' 
organizations to make regular deductions for contributions to capital.. 
On the analogy of these, in addition to or in part replacement of these, 
compulsory non-withdrawable deposits could be created. A certain 
measure of consumption credit could be given on the ultimate security 
of such deposits. Such a device is necessary even for the more substan
tial farmers for the period for which a farmer is nOI; entitled to draw-
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on production credit Jines. This does not mean that the emphasis on 
production needs or objectives is forgotten or lessened, but that it is 
recognised that a credit system which claims to be universal must 
provide within itself for all needs in a systematic manner. 

Problem 01 overdU6B 
Attention may be paid, at this stage, to the problem of overdues 

which is engaging greater and greater attention in recent years. 
There are two aspects of this question which need to be considered. 
In relation to the crop loan system, there is the problem of the failure 
of the crop. This problem, - it has become clear during the last ten 
years - is of serious dimensions in parts of Maharashtra. In a 
,number of districts, crops have failed in certain areas in successive 
years. With such failure, full recovery of loans becomes difficult. It 
is inevitable that the greater the progress made by co-operatives 
towards supplying adequate finance, the greater will be the extent of 
non-repayment.in the event of failure of a crop. As yet no procedures 
have been fully established to deal with this question. It is necessary 
to elaborate these procedures and to arrange both for proper enquiry 
and prompt extension of relief in the event of a significantly serious 
failurll .of any crop. The better such a system of relief is, the more 
insistent can be the demand for fullest repayment in normal circum
stances. 

A question which has never yet been considered in this context is 
the possibility of a measure of relief extending beyond postponement 
of repayment. Co-operative banks and societies are expected to look 
specially after the weaker among their members. At present, co
operative banks give rebate to good customers and this is right. They 
yet do not give any rebate in interest to those who are visited with 
failure of crops in successive years. It would at least serve as a 
valuable gesture if it was possible to do something in this direction 
in the more serious cases. The risk fund necessary to give more sub
stantial relief in the worst cases to which the Rural Credit Survey 
Committee referred, needs also to be set up. 

The other point that needs consideration in connection with current 
overdues is the concept of complete repayment at a point of time with 
reference to which overdues are defined. It w3.l! no doubt necessary in 
the earlier stages of the development of the co-operative movement 
to guarantee that at an appropriate time in the year the cultivator 
worked off his loan completely. It is proper also that the practice of 
fictitious repayments and early renewal is discouraged. However, 
when the co-operative becomes the only source of finance for a farm 
family and when the total loan operations become large, the question 
may be raised as to whether it is proper to expect that an account 
will be completely cleared at one particular point in the year. It is 
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necessary in this context to look realistically at receipts and expendi 
ture flowing in the economy of the individual cultivator. If durinl 
the production season the borrowings and the production outlay 0 

the cultivator are increasing, at the end of the production season hi 
has not only the repayment but the accumulated consumption expendi 
ture needs to meet. It is well known how consumption outlays in rura 
India go up in the post-harvest seasons. If the co-operative system, il 
fact, fully finances the cultivators, the outlays on consumption need: 
which he has in part to meet out of the proceeds of sales of crops art 
a feature for which some allowance must also be made. Suppose, fo] 
example, that in a fully elaborate system of supervised credit allow 
ance is made for a certain outlay on important consumption items bl 
the farmer in addition to his requirements for different productiOI 
purposes, it would then happen that at no time in the year would hi! 
account ever be brought to zero. The banking account of a companJ 
with continuous production operations is never expected to be full) 
repaid at anyone point of time. A good banker watches the accounu 
to see that they are active in an appropriate manner and that in thE 
slack season, if there is one, outstandings are brought down fairl) 
low. There is, however, no insistence on complete clearing of debts ir 
the renewable limits. When progress is made in the direction of giv. 
ing full credit and covering consumption needs together with pro 
duction needs, a revised view of definition of overdues may have u 
be taken. The present formula of complete repayment leads to thE 
need of artificial adjustments in many cases and, therefore, a morE 
satisfactory index of the behaviour of accounts may. have to bE 
established. This again is something which indicates the need for s 
greater elaboration of administration of credit in the direction oj 
supervised individual credit. 

It will be evident from the above that I do not take an alarmist 
view of the increase in the volume of credit and do not agree with thE 
position that it is necessary to withdraw from the crop loan concept. 
Current developments may have some undesirable features but they 
are basically in the right directions. At the same time, they present 
a challenge and it can be met only by thinking out carefully in advanCE 
the principles and procedures of future action. As set out above, thE 
main requirements are a fully elaborate implementation of the crop 

·Ioan system and a comprehensive definition of co-operative credit 
which will take account of all needs of all classes. It has, further, 
been indicated that these developments are possible only if a much 
more detailed administration and supervision of credit reaching 
down to 'the individual family is provided. Experiments with some 
variation on the crop loan theme are being currently made in some 
districts of Maharashtra. These relate chiefly to an increase or de
crease of the crop loan limit in individual cases to bring about a closer 
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linking of co-operative credit with marketing. This together with 
increase in the number of processing units may help better perfor
mance. There is also the possibility, in some areas in Maharashtra, 
particularly in the areas of co-operative sugar factories, not only to 
elaborate the working of the crop loan system but also to watch closely 
its effects on production and to use it as an incentive to greater pro
ductive effort. However, all this experimentation has scope chiefly 
in areas of intensive cultivation of commercial crops and will not help 
to solve the problems of the uneconomic farmers and of the pre
dominantly foodgrain areas. Moreover, in these latter contexts and 
areas the resources of the financing agencies, both the primary 
societies and the District Central Banks, are among the lowest. 

Supervised credit 
Appreciation of this situation raises the issue of the extent to which 

financial agencies can, and may be expected to, act by themselves in 
further elaboration and experimentation. The development of a 
detailed sYstem of supervised individual credit has significance not 
only for financial operations but also for the entire process of develop
ment plannIng. Therefore, all agencies must help in an appropriate 
manner-in the process. In this context, beginnings have been made in 
Maharashtra in two directions: first, in the joint planning and imple
mentation of annual targets by the Co-operative Department and the 
Co-operative Banks; second, attempts are being made to co-ordinate 
fully the work of the co-operative central banks and the co-operative 
land development banks. But the work must go much farther. It must 
take in all development agencies in the field at the block and the 
district levels. Theoretically, something of this sort is presumably 
being attempted in the package district plans. In practice, very little 
has been accomplished anywhere. The view still appears in general 
that making a large loan is a development activity, while recovery is 
a purely financial one. Unless this attitude is changed and the total 
operations of the financial sYstem are looked upon as integral to the 
development plan and a shared responsibility of all, no further 
progress appears possible. Also, it is only in this manner that the 
personnel required for the working of an elaborate system of super
vised credit could be made available. 

All the above assumes a certain minimum development of the co
operative structure. Admittedly, this is non-existent in a number of 
States in India. The problem of future developments in these States 
must be considered, at least initially, somewhat apart from the pro
gramme sketched above. It must be considered a serious lacuna in the 
post-Rural Credit Survey programme and perhaps of the R.C.C. re
commendations themselves that this problem was not separately 
tackled. The main difficulty in this context is the great weakness of 
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the primaries. Therefore, a beginning has to be made with building 
the structure, so to say, from the top. The situation has, so far, led 
merely to perpetuation of the control of co-operatives at all levels by 
the State and its officials. A breakthrough requites conceptuali
sation of an alternative practicable approach. I have not sufficient 
knowledge of conditions in these States to think through this problem. 
However, I shall put forward an idea merely to illustrate what I mean 
by an alternative approach. It may, for example, be taken for granted 
that it is impossible at this stage to build up directly co-operative 
primaries -in sufficient numbers. In this case, the District Central 
Bank may be taken as the initial operative unit on building up of 
which energies are concentrated. The main and vital requirement is 
that this should be attempted to be directly built as a genuine co·ope
rative organisation. And_ it should be the main task of this organi
sation to promote, supervise and direct the operations of primaries 
so that they grow up in time as genuine co-operative organisations. 
In the transition stage, as happened in all States formerly, the central 
bank could deal even with individual cultivators in the absence of a 
proper primary structure. A good deal of improvisation and un
orthodoxy may be permitted provided a genuine co-operative nucleus 
is created and it works in the direction of proliferation of its acti
vities. Without some such operational approach and concept, the 
present stalemate in many States appears likely to continue 
indefinitely. _ 

Finally, some observations may be made in relation to the role of 
the Reserve Bank in future developments. The Reserve Bank has been 
an active agent in promoting the development of co-operative organi
sations during the last decade. It has done this according to a set 
pattern and through its inspecting mechanism and the terms and 
conditions of its financial assistance. The success achieved has been 
remarkable, but it appears as if the limit of advance, according to 
this pattern, through these means, has been almost reached. Those 
who shape co-operative policy of the Reserve Bank have to address 
themselves to two sets of questions. First, what is the new orientation 
of policy to be ? This has to be decided jointly by non-official co
operative opinion and the authorities, viz. the Governments of the 
Union and States and the Reserve Bank. The present note has been 
chiefly concerned with problems of future policy. 

The second issue, which must be determined mainly by the Reserve 
Bank itself, relates to the change in the approach and methods of the 
Bank. On this only some general observations can be usefully made. 
First, it appears clear that it is no longer appropriate to adopt and 
operate a uniform all-India policy. Possibly, adoption of some aspects 
of even the earlier programme, e.g. the large-sized society, was too 
generalised. Henceforth, different programmes of action must be 
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evoked for different States in accordance- with their existing condi
tion, and the history of the last decade. This will be possible only with 
a changed approach on the part of the Reserve Bank and its officials. 
Today, the co-operative organization and Governments of States study 
the terms and conditions of loan, assistance, etc. of the Reserve Bank 
only for achieving the greatest formal compliance so as to obtain the 
largest measure of assistance. The Reserve Bank is able to do little 
even if it is fully aware of the frequent large difference between the 
reality and the facade. The situation can be met only if there is real 
understanding between the Bank and the non-official co-operators and 
Governments of States. No doubt a general framework of policy and 
of generally applicable terms and conditions of financial assistance 
will have to be retained. But with this broad frame, programmes of 
immediate action for each individual State or region will have to be 
formulated and for implementing these appropriate short-term ad
justments in the general scheme will have to be offered or allowed in 
individual cases.- Reserve Bank officials must have informal contacts 
with, and intimate knowledge of, those in charge of co-operative 
organizations and must be able to function in an informal advisory 
capacity. -



A REVIEW OF CO-OPERATIVE BANKING IN MAHARASHTRA* 

IT may be useful on this occasion to do what is conventional i.e. to 
. review the progress made by the Co-operative Banking System in 
Maharashtra during the last 25 years. It is also important aud neces
sary to trace the evolution of the existing co-operative credit struc
ture in the State and to assess its performance. I believe the latter to 
be necessary as it is apparent that there exists, among even the most 
highly placed, considerable misunderstanding about the functioning 
of the co-operative credit system, about the magnitude and spread of 
its operations, the services it renders and their relative cost. 

The task of reviewing the history during the last 25 years is ren
dered difficult by reason of the many changes in the jurisdiction of 
the State. The most important of these were, consequent upon the 
merger of states at the time of Independence and the two important 
reorganisations in 1956 and in 1960. Barring a core of districts in 
Konkan and West Maharashtra the present composition of the area 
of the State is radically different from that in 1939. A number of 
important areas have, during the years, been cut away and new ones 
have been added. The difficulty of presenting a continuous statistical 
picture need not, however, come in the way of a qualitative assess
ment of the progress made and of its direction. For the major part, 
events in most constituent areas, old and new, have moved at a similar 
pace and in similar directions. 

By any test the changes that have taken place may well be called 
revolutionary. 

All measures of size of operations at the level of the State or of the 
District indicate a growth in terms of resources and of operations 
which is phenomenal. There have been important changes also in the 
nature of business. The effects of the agricultural depression of the 
early thirties were still observable in the situation in 1939. Agricul
tural loans were stagnant and though they recovered gradualIy, 
especially after the end of the war, the main progressive element of 
business of the co-operative banking system in the forties was that of 
loans to individuals on the security of agricultural produce. 

The situation was basically changed on the reorganisation of the 
Co-operative Banking system in Bombay State which took place in 

• The Bomb"", Co-OP67'a,tor, November, 1964, pp. 3-7. 
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1948. Loans to individuals were deliberately discouraged and with the 
gradual adoption of the crop loan system large and rapid proit-ess 
in agricultural loans became possible. The Reserve Bank of India gave 
its support to the new approach after the informal conference con
vened by it in 1951, and the approach was greatly elaborated and was 
embodied in national policy as a result of the acceptance by govern
ment of the recommendations of the Committee of Direction of the 
Rural Credit Survey. 

The structural changes recommended by the Committee of Direc
tion had also been anticipated by the reorganisation of the Co-ope
rative Banking system in Bombay. In 1939 the apex bank performed 
the functions of a district bank in many districts. The Policy of 
encouraging the formation of a district bank in each district was 
adopted at the time of reorganisation in 1948. However, because of 
the accession of new areas and the merger of the Vidarbha Bank it 
took more than a decade for the new pattern to be fully established. 
Today, it may be claimed that the ideas and policies discussed in the 
report of the 1945 committee, accepted in the Bombay in 1948 and 
elaborated by the R.C.S. in 1954 have had sufficient time and backing 
to show their full results in the organisation and working of the co
operativ~ _ credit system in Maharashtra. 

The structure is a three-tier structure consisting of the primary 
rural and urban societies at the base, the district-central banks at the 
intermediate level and the State Co-operative Bank as the apex. A 
peculiarity of the operational picture needs to be immediately noticed. 
This is that while the large bulk of the deposits in the system are 
received by the District Central Banks and the State bank, the ad
vances to individual producers and businesses are made, for the most 
part, by the primary societies. External funds made available to the 
system, mainly by the Reserve Bank of India, are routed via the Apex 
and District Banks to the primaries. In judging of the propriety of 
the structure it becomes necessary to bear this peculiarity in mind. 

The co-operative credit structure, like all genuine co-operative 
activity, is intended essentially for assisting the poor and the weak 
to gain in economic strength. As the poor and the weak in our economy 
are extremely numerous; and form in most places and occupations 
the large majority, units which are intended to serve them must also 
be numerous and dispersed. The need for this in the rural areas is 
indicated by such formulations as "a society for each village" or the 
more recent formula "a society for each area of 3,000 population". 
In towns also primary societies are organised, in the main, for specific 
locations or groups, and, therefore, tend to be small and numerous. 
Urban banks have been established and are flourishing in some dis
tricts of Maharashtra, but even these are small as compared with 
commercial banks. Numerous, small and dispersed primaries thus 
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essentially characterise the co-operative sector and these are the 
instruments needed to provide credit to persons and establishments, 
to the large majority of whom, no other institutional source of credit 
is available_ 

Almost by definition the dispersed, small primaries cannot operate 
successfully by themselves. They are not, they cannot be, banking 
business units and they lack resources. Their application to a District 
Central Bank to provide them with banking business nucleus, fulfils 
a large number of purposes. Inspection, supervision, banking service 
and above all finance are thus made available to the primaries. Tl'Ie 
State Co-operative Bank performs the extremely important functions 
of tapping the resources of the money market, of serving as balanc
ing centre, of serving as the needed liaison with the Reserve Bank, of 
being in fact the central piece round which the whole co-operative 
credit system is organised and by which it is operated. I may men
tion in this connection the recent active development of the mutual 
arrangement and remittance schemes built up and instituted by the 
Maharashtra State Co-operative Banks' Association and operated by 
the Maharashtra State Co-operative Bank. 

While the co-operative credit system has three tiers, as the primary 
societies doing credit business are not banking establishments, the 
co-operative banking system itself has only two, namely the State Co
operative Bank and the District Central Banks. In a purely technical 
sense it may be argued that these two tiers are absolutely necessary 
for obtaining funds from the Reserve Bank for the co-operative credit 
system; for, without them it will fail to satisfy the requirement of 
two good signatures of the Reserve Bank. But the case for the exist
ing structure does not rest on any narrow technical base. An organi
sation at the apex, is, therefore, indispensable. Would it be possible 
to dispense with either District Banks by having the apex deal directly 
with primaries or could it be possible for the District Banks to dis
burse credit at the village level and thus dispense with the primaries. 
The first alternative has been tried in this state in the past. In early 
stages of co-operative development when the total business is small 
and the number of non-official workers is small such arrangement 
may even be necessary. However, it has obvious limitations. Today 
the business of the District Central Co-operative Banks in Maha
rashtra is large. Some of our District Banks have larger business than 
the Apex Co-operative Banks in some states in India. The business is 
constantly growing and continuous new developments require a live 
local leadership. The operation of district banks in Maharashtra has 
convincingly shown the value of decentralisation at the district level. 
Local deposits have been attracted, local developments fostered and 
the banking system has been able to build up an intimate and live 
contact with the primaries. 
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The choice of the District as the intermediate area has been justified 
in other ways also. It is large enough to hold the potential of adequate 
business on development and small enough to call forth local enthu
siasm and to ensure local contacts and know ledge. As the District is 
the basic unit of the country's administrative structure a co-operative 
structure on that level has been found very convenient. It is no ex
aggeration to say that only because the organisation of co-operative 
banks in Maharashtra had been completed, on the basis of one bank 
serving only one district and the whole of it, was it possible for the 
Maharashtra Government to take the decision to appoint district co
operative banks throughout the State as bankers of the Zilla Parishads. 
And because all co-operative banks form a system the service of this 
banking system as a whole, including that of the apex bank, is avai
lable to each Zilla Parishad even though its banker is the particular 
District Co-operative Bank. 

The 'basic approach' to co-operative developments embodied in the 
system is underlined by the emphasis on increase in the number of 
rural branches of the District Co-operative Banks. The number of 
total branches of the 25 District Co-operative Banks in Maharashtra 
on 30-6-1964 was 560. The Maharashtra State Co-operative Bank has 
17 hranches all of which are located in the cities of Bombay and 
Nagpur. There are only a few places in which the district co-opera
tive banks have more than one office and the total number of in
dependent cities; towns and the villages served directly by. the co
operative banking system in Maharashtra is today 550. This large 
and growing number of banches is instrumental in bringing banking 
service near to the primaries and maintaining contact with them 
and supervision over them. Theoretically, it would be possible to think 
in terms of managing all these branches and business from one centre. 
However, there would result undoubted loss in efficiency. Even the 
State Bank of India whose clients are relatively large establishments 
and whose business and procedures are more standardised and have 
much less of the element of the local and the agricultural has found 
it necessary to increase the number of circles to keep down the num
ber of branches managed by each circle. It has also delegated large 
powers to the local boards in each circle. Much more important than 
the fear of inefficiency, however, is the complete denial of co-operative 
objectives and aspirations and defeat of the co-operative spirit that 
such centralisation would involve. 

The main goal of co-operative effort is to organise economic activity 
and render service so as to benefit the weak and the poor and to do 
this as universally as possible. However, an equally essential objec
tive is to achieve this goal through means that will teach all to be 
self-reliant and co-operative. A democratic pattern with emphasis on 
decentralisation and federalism is thus the only one that suits the 
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co-operative sector. The operation of this pattern is fully exemplified 
in our banking and credit system. The apex bank receives deposits 
and does banking business for all types of clients; however, it makes 
advances to primaries only within its direct area viz .. Bombay City. 
Elsewhere, it lends only to central financing agencies, viz. the 25 
District Central Banks and the Sholapur Industrial Bank, to other 
apex co-operative institutions and, for special reasons and with 
mutual consent, to such primaries as the co-operative sugar factories 
within the jurisdiction of the District Central Banks. The District 
Central Banks iIi their turn lend almost entirely to primary societies 
within their jurisdiction. These primaries may be industrial, trading, 
transport, etc., organisations engaged in these types of activities or 
they may be rural multi-purpose service societies, among whose chief 
activities is credit business or other types of credit societies such as 
salary earners' societies or urban banks. The overwhelmingly large 
part of borrowings by individuals in the co-operative sector are from 
these primary credit societies rural and urban, or urban banks. 

The co-operative banking structure in Maharashtra operates to 
collect resources for the finance of all types of co-operative non-credit 
activities and for supplementing, usually in a large way, the resources 
of co-operative, credit societies in financing their members. In
cidentally it renders banking service to large numbers of individuals 
and organisations outside the co-operative fold. In this it fills a special 
gap in the large number of places which have no banking facility 
excepting the branch of a district co-operative bank. 

Because the vast majority of our population lives in villages any 
system wishing to provide universal service becomes essentially rural. 
The co-operative credit structure in Maharashtra has attained 
universal area coverage and more than 95 per cent of the villages 
have been provided with service of a rural society and these societies 
have together a membership of more than 20 lakhs. The membership 
is not nominal. A recent survey has shown that nearly two-thirds of 
members of co-operatives borrow whereas the proportion is only 
about half among the rural population, in general, in Maharashtra. 
The amount of average borrowings is a little over Rs. 20Q. This figure 
can be looked at from two points of view. On the one hand, it shows, 
again on the evidence of recent survey, that the co-operative system 
provides much the larger part of the requirements of its members for 
short-term and intermediate credit; on the other, it emphasises the 
relatively .small size of the average loan which has to be administered 
by the co-operative credit system. 

The dimensions of the present operations of the rural primaries, 
fifteen la1m transactions of an average amount of Rs. 200 in every 
nook and corner of the state, has merely to be indicated to make it 
obvious that the District Central Banks are in no position to dispense 
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with the primaries and undertake this business directly. Past ex
perience with the disbursement of rural credit, of government and 
of other agencies, has also under lined the need of a responsible local 
agency for handling business at the village level. 

I shall not enter into the argument relating to costs, except to note 
a few points. The bulk of the funds of the co-operative banking 
structure are derived from its constituents and the public like that of 
any other system. It also receives concessional finance from the 
Reserve Bank for agricultural credit. The State Co-operative Bank 
received this finance (before the recent increase of the Bank rate) 
at 21 per cent and passed it on to the District Central Co-operative 
Banks, at a pooled rate of 21 per cent. The pooled rate is applied to 
the additional sum usually not large which the State Co-operative 
Bank has itself to find to make up the total requirements of agri
cultural credit of the District Central Banks. The average borrowing 
rate of the District Central Banks for raising their normal resources 
is over 3.5 per cent. The concessional finance of the Reserve Bank 
thus lowers the average costs of total available funds to the District 
Central Banks by at least 0.75 per cent. The cost of management of 
the apex-co-operative bank in 1963-64, was 0.8 per cent and 0.5 per 
cent as related to total outstandings and to total working capital res
pectively. The corresponding figures for the District Central Banks 
were 2 per cent and 1.4 per cent. The rate of interest charged by all 
the rural primaries to their borrowers throughout the State is 
7-13/16. This compares very favourably for loans with similar ad
ministrative burdens and costs. The rates charged by the State Co
operative Bank and the District Central Bank to the non-credit co
operative societies for their various operations also compare favour
alJly with those of the larger scheduled banks. 

Have I been labouring the obvious? The doubt has kept on recur
ring constantly while penning this article. At the same time, I have 
been impressed with the undercurrent of hostility to co-operatives 
exhibited in highest quarters in recent months, by the fantastic claims 
that because some organisations have experimented a little in a small 
number of villages they can do better than the co-operatives with a 
record stretching over decades and by the systematic campaigns of 
interested parties. All this has impelled me to take this opportunity 
of presenting a summary statement regarding our objectives and 
achievements. Financing the development of a strong co-operative 
marketing and processing structure, including the 20 sugar co-opera
tives, and spreading co-operative credit and helping land mortgage 
banking so that more than half the borrowings of the rural population 
in Maharashtra are now made from co-operatives is an achievement, 
not unworthy of record in the progress made by this country since 
Indepe:ndence. 
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It is only proper that I should supplement my statement with two 
sets of observations. In the first instance, though I feel that our per
formance does not merit denigration, none of us have reason to feel 
or spund complacent; We have gone some way but we have 
stilI larger way to go. We have been able to do something for 
the substantial and middle cultivators in Maharashtra. Fifteen years 
ago even these categories were unfree and heavily burdened. How
ever, it is equally obvious that the small cultivators, the landless 
labourers, the rural artisans, the numerous categories called the 
"Weaker sections" have received little help from the co-operative 
credit or other systems. Theirs is a specially difficult problem of 
rehabilitation, in the solution of which co·operative workers must 
play their part. It is also true that our procedures and our operations 
require considerable improvement. The high proportion of overdues, 
the failure to link marketing with credit effectively, these and others 
are worrying problems and they will keep us busy and anxious for 
many years to come. ' 

Secondly, I would like to refer in gratitude to certain elements and 
authorities to whom a large part of such success as may have been 
achieved iii due. Above all there is the large body of unofficial workers 
throughout Maharashtra particularly in the rural areas. The upsurge 
of this talent has been truly remarkable and I consider it as our most 
valuable and rewarding input. Next, the Government o'f Maharashtra 
deserves our fullest thanks for cordially wholehearted support with, 
if I may say so, no strings attached. We began the new era under 
specially favourable auspices, with one who had nursed co-operative 
banking in the State for thirty-five years, from infancy to manhood, 
as the Minister for Co-operation and Finance. Later cabinet ministers 
have shown full understanding and sympathy and have been un
obtrusively helpful. Last, but in no way the least, has been the sup
port of the Reserve Bank of India. Ever since the informal conference 
in 1951 the authorities of the Reserve Bank have exhibited special 
interest in co-operative development and the direction and pace of 
progress in co-operation in the whole country have been largely 
determined by their active leadership in the cause. 



CO-OPERATION IN INDIA-RETROSPECT AND PROSPECT* 

THIS lecture is the first of a series of discussions on Co-operation that 
are to follow in this capital city_ Educating citizens of the capital to 
respond appropriately is very important for obvious reasons. Hence 
the National Co-operative Union of India has taken upon itself the 
responsibility of not only education in the formal sense of the word 
but of stimulating thinking and initiating discussions on vital issues 
connected with co-operation in India. It is in this context that, I 
-initiate this series. I have chosen "Co-operation in India--Retrospect 
and Prospect", as the subject of my talk; my intention is to cover in 
a rapid review the last fifteen years of developments in the field of 
co-operation; to pose some of the immediate problems facing us as 
C(Mperators; and to suggest lines of future development. 

I shall take a very broad view of my subject; I shall not dilate upon 
individual aspects of co-operative activitieil or deal with problems in 
any particular sector; I intend putting before you certain ideas 
against the background of the objective that the generality of our 
leaders profess-the creation of a Co-operative Commonwealth in the 
country. I shall confine myself to the general problem of transforma
tion of society which is implied in setting before ourselves the idea 
of the Co-operative Commonwealth and to consideration of what sort 
of foundation has been laid, basis prepared and progress made on 
this behalf during the last 15-20 years. I consider that modern deve
lopment in Co-operation began not more than 20 years ago; to be 
more specific, I would say that they date from the Reports of two 
committees viz., Agricultural Finance Sub-Committee and the Com
mittee on Co-operative Planning. Both these reports were forward
looking. They looked forward to the post-war world, though they 
were written during the war. Though not fully seized of the post
independence situation, looking as they did a long time ahead, they 
naturally made suggestions and put forw,ard thoughts, that were prob
ably more comprehensive than anything that had gone before . 

• Text of the address delivered at the inauguration of the National Co-opera
tive Study Forum (NCUI) New Delhi, on May 6, 1965. Published in Indi4n Co
operative Review, July, 1965, pp. 481-88. 
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Committee on Agricultural Finance 
Take first the Committee on Agricultural Finance. The basic con

tribution made by this Committee is its definite statement that no nega
tive approach such as the regulation of money-lenders was going to 
be of any use in dealing with the vast problem of supplying agricul
tural credit to the rural population and that the only way out was 
to develop an alternative agency to the money-lender-trader system. 
Only a positive approach which sought to create an institutional 

-agency which potentially could take the place of the money-lender
trader system, in every context, in every place in that comprehensive 
manner, could serve the sort of needs that they visualized as facing 
State policy in the future. At that time the Committee did not find 
it possible to commit itself to the statement that co-operatives 
would serve completely in every place. And I would ask you to re
collect why it thought this way. It was because of two quite different 
reasons. One was, of course, the rather inadequate spread of co
operation over the country as a whole, very uneven, not very effective 
in many parts or if effective, only in a small measure in some other 
parts. But another reason, which is important now to remember, was 
that the Committee then knew that a large number of co-operators 
in the country did not think that co-operation could or should be made 
to serve as an instrument of planned effort. At that time there was 
a strong group of orthodox co-operators in the country who thought 
that co-operation was so largely a voluntary organisation that it could 
not be an agency_or an instrument of planning. And you will find, 
therefore, that the Committee was obliged to recommend that every 
where the State itself should be the provider of universal finance for 
credit-worthy agriculturists and that this should be done by a Cor
poration set up by the State. The Committee merely added a rider 
that in those States in which co-operators thought that they could 
serve as an instrument in any official policy, they could, if they were 
wiIling, so transform their organisation as to undertake this res
ponsibility. And where they appeared to be competent enough to 
undertake this task on a State-wide basis, it should be entrusted to 
them. This is an important aspect of the Report to remember. 

Committee on Co-operative Planning 
The Report of the Committee on Co-operative Planning broke new 

ground in one or two-ways. It adopted an integrated view of co
operation. At least so far as the rural economy was concerned, it 
took the view that co-operative development must be considered as 
one pattern. The various aspects of co-operative activity in relation 
to the agricultural economy in general supported each other and 
taking a partial view of anyone of them was neither sufficient nor 
desirable in the long run, and therefore, we have to make progress, 
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or attempt to make progress on all fronts. I believe, it was also the 
first Committee which emphasised the importance of official economic 
policy for future development in this regard. I think, it was the first 
Commitee which, for example, took up such questions as stabiliza
tion of agricultural prices in relation to the general economy of the 
cultivator. So it is round about this time that new developments 
started in co-operation. In other words, it is the Reports of these 
Committees that first put before the Indian public and the Indian 
administrators certain views which are now generally accepted; but 
these were views which were relatively new at that time, and it is 
from these that we really begin. 

State Agricultural Corporations 
Let me trace the history of co-operative development a little fur

ther. In one particular context you may say that the broad recom
mendation relating to State Agricultural Finance Corporations, bj 
the Agricultural Finance Sub-Committee, was generally ignored. But 
in one State, viz., Bombay the co-operators took it seriously. They 
considered the setting up of a provincial credit corporation as a seri
ous threat to their activity and passed a resolution in their represen
tative body asking Government to treat the co-operative as the 
substitute for the provincial credit corporation and expressed their 
readiness to reorganise their co-operative institutions within that 
State. A train of events foIlowed. Government itself took their resolu
tion as seriously as the co-operators took the recommendation of the 
Committee. It was all due to a favourable conjunction of circumst
ances that all this had happened. As a result in 1948-49 we had the 
reorganisation of the banking and credit system in Bombay on new 
lines making co-operatives responsible for the supply of all agricul
tural credit. It is these developments that mark out the post-in
dependence era. 

Rural Credit Survey Report 
The next landmark is quite obviously the Report of the Rural Credit 

Survey by the Committee of Direction appointed by the Reserve Bank 
of India. This Committee, taking stock of what had happened during 
the previous 5-10 years, made a series of policy recommendations. 
The subsequent development was extremely exceptional as also 
extremely beneficial; exceptional in the sense that the Committee 
having analyzed basic questions of policy at a certain depth and made 
recommendations, these were treated by the Government and the 
monetary authority so seriously that policy was deliberately formed 
on their basis. It was also a very happy circumstance, that the major 
part of the responsibility for the implementation of policy evolved 
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on the basis of the Report, was attached not to a governmental orga
nisation but to an authority slightly outside the immediate purview 
and operations of the Government, namely, the Reserve Bank of India. 
It was fortunate that the Government after the publication of the 
Report definitely accepted the recommended policy and pursued it 
steadfastly without being unnecessarily preoccupied with political 
cross-currents either in the States or in the Centre. 

I am not saying that developments were entirely free from defects. 
Most of you are familiar with the repercussions of .the report on co
operative developments because of the great controversy on the ques
tion of large vs. small sized co-operatives. And those who know some 
of these repercussions realize that it was not all easy sailing. But 
I am just emphasizing the important fact that the Reserve Bank of 
India was in charge of a large part of this co-operative programme. 
The credit programme was by definition, by the earlier definition of 
the Co-operative Development Committee, and by the larger pro
gramme later evolved by the Rural Credit Survey Committee linked 
with the developments in marketing, processing, industrialization and 
so forth. Thus a whole programme, veering around credit, gave a 
solid foundation for action by the Reserve Bank of India, which was 
thus able to initiate and control developments in co-operation in the 
rural economy. 

Recent Trends 
I do not want to go into a larger number of details of the history 

of co-operative developments during the last 15-20 years. Most of you 
are familiar with them. A few facts stand out. The Rural Credit 
Survey Committee estimated that only about 3 per cent of the total 
rural borrowings were accounted for by the co-operatives. A similar 
survey conducted by the Reserve Bank of India some years later gave 
a rough estimate of 10 to 12 per cent. A recent estimate regarding 
the percentage of co-operative credit has been placed at nearly 20. 
Moving away from a mere 3 to 4 per cent of something like 20 per 
cent in 10-12 years is not bad progress. But what is even more im
portant is that in three or four States the percentage of co-operative 
credit exceeds 35. And -where this is so, it assumes a major role ,jn 
rural economy. 

The other developments are not equally well integrated or remark
able if we think in terms of an overall countrywide picture. However, 
in certain areas, these developments have been very significant. If 
you take some industries-say the cotton processing industry in 
South Gujarat; this is almost entirely in the co-operative fold. Or take 
sugar co-operatives in Maharashtra. By now, well above 55 per cent 
of the total production of sugar in that State is in the co-operative 
fold. If you take some of the dairy developments such as the one near 
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Anand, you will find a similar story of remarkable achievement. Or 
if you take, say, the plantation crops, you will find a number of dis
tricts where co-operatives run by people's efforts - certainly aided 
by Government but largely dependent on the efforts of local co-opera
tors - have established themselves in such a manner that even cer
tain minor spheres of rural economy are, if I may coin that phrase, 
completely co-operativized. It is in this context that I want you to 
consider how in the near future one can secure complete co-operati
visation of the rural economy. Is it or is it not possible to do so? Are 
there any insuperable obstacles in the way? Is the ideal of rural 
economy being completely co-operativized, impractical? These are 
questions which I suggest we have to ask ourselves and answer. As 
I said in the beginning, I am not thinking of co-operation as a move
ment aiming at establishing co-operative forms of organisation, I 
view it as a movement aiming at establishing a co-operative form of 
society. If that is our aim, its practicability depends on the possibility 
of all activities in a sector, sphere or area, being completely within 
the co-operative fold. I consider it quite practical. I consider, for 
example, that the agricultural credit mechanism should and can be 
completely within the co-operative fold. Credit mechanism is the most 
import;mt in the whole of our economic structure - because (a) 
credit~finance is all-embracing as it is required for every type of 
activity and (b) unless we break through on the credit front, no pro
gress in establishing a co-operative development plan is possible. 
Take for instance, processing, marketing or other similar activity; 
all of these revolve round credit activity which is universal. It is the 
universality of the credit activity that makes for its close association 
with the basic unit of co-operation i.e., the primary society. This is 
a thought I would like to put very strongly before you - namely the 
universality of the primary unit and the need for basing it on co
operative credit. 

If we adopt this view of co-operation as an integrated and mutually 
supporting set-up with a strong credit base, thep. marketing, process
ing or any other activity will automatically fall in its proper place. 
If you have marketing without the credit base that will never last 
for any length of time. On the other hand ultimately, credit itself 
will have to be linked closely with marketing and processing: Fur
ther, in the integrated rural economy co-operativization will be of 
little avail in a developing economy unless we think of the co-opera
tive as an instrument of rural industrialization. I want to sound the 
note that there is enough in the last 10 or 15 years of history and 
experiences of the co-operative movement to make it possible for us 
to see that real co-operative development helps developing a viable 
rural economy. If we put all our efforts in this direction I see no 
reason why our ultimate goal should not be within our reach. If an 
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experiment has proved successful in some areas and regions, there 
is no reason why it cannot be tried in other areas as well; and repli
cation of results in similar contexts, should be easy. 

Perspective 
Replication has been established in many areas in this country. 

Replication is comparatively an easy matter, provided we have wiII
ingness and proper leadership. If this is so, in what terms does one 
think of the future? What are the challenges? What are the program
mes and possibilities? What in the ultimate analysis can be our hopes? 
I have my faith in the concept of a co-operative society, that functions 
essentially in a co-Operative economy. And by a co-operative economy 
I understand an economy in which the competitive spirit and com
petitive practices are given necessarily an inferior place. Co-operative 
behaviour I suppose to be the only way in which a backward economy 
has the possibility of peacefully forging ahead. Looking at the 
situation from this point of view, I feel that .there are two or three 
very large problems that we face. The first big 'problem, the biggest 
one is the unevenness in the development· of co-operation in the 
country. That in my opinion is immediatelylln urgent problem and 
we have really to look into the reasons for this unevenness and what 
we can do to get over it. ~ 

Ultimately it is a question of transfer of ideas,. 01- attitudes, of 
experiences and of technology. The problem is one of transfer of 
experiences not from one civilization to another' or from one type of 
society to another, but of transfer within the" same economy, within 
the same types of societies, within the same sort of people, within 
similar levels of education, similar aptitudes, attitudes and so forth. 
The co-operators must sit up and take serious notice of this challenge. 
The regional disparities present a challenge to all regions, and to 
leaders in developed areas as well as to leaders in under-developed 
areas. I think there has not been enough thinking in this particular 
context. For example, the National Co-operative Union and other 
co-operative leaders have been putting forward the panacea of de
officialization to solve everything. But how could deofficialization 
begin unless there are non-official leaders? What is it that blocks 
progress in the direction of emergence of non-official leadership? Is 
it fundamentally a problem for national leadership or is it only a 
particular context-social or economic-that is blocking it? One 
development that has been bothering co-operators lately is the emer
gence of considerable adverse criticism against co-Operatives. If you 
carefully analyze this adverse criticism, you will find that at the back 
of it stands our failure to achieve on a wide front the results expected 
of co-operators and the co-operative movement. Officials, ministers 
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and others hailing from different areas have different images; dif
ferent experiences. And if you want the whole of the country to 
accept your point of view there must be enough universality in co
operative performance to carry conviction. At present, performance 
varies from State to State. If you go to a minister, with the plea of, ! 

for example, export licences to co-operatives, he may tell you: It is all 
right for your State, but what about others? Unless such questions 
can be answered satisfactorily, one cannot hope to make progress. 

Our basic problem, in my opinion, in the immediate future, is to 
take stock of what we think we have achieved in specific sectors, in 
particular regions throughout the country and to put these results 
together. In other words, the first aim should be to see that in the 
process the entire rural economy becomes essentially co-operative 
economy. We should next be able to prove that because there is a co
operative type of society, development in the country proceeds more 
efficiently, more quickly in the direction of socialism, and the results 
are superior to possibilities in any other direction. Such Ii demonstra
tion has to be on all fronts. It has to be in terms of efficiency of ope
ration, in terms of quickness of the pace of development and in terms 
of total social results. 

Taking a limited view, co-operative organisation enables relatively 
small units to come together so as to take advantage of large scales, 
better techniques and so forth. However, co..operative activity also 
means limitation on dividends, non-aggrandisement of the individual, 
non-aggrandisement of a strong unit at the expense of the weaker, 
a universal co-operative attitude in all activities. Such co-operative 
attitude has to extend to all sectors; it should be all-embracing. I 
personally think that in particular contexts co-operators have proved 
that in terms of efficiency, in terms of speed of development, in terms 
of better social results, they have enough to their credit. The difficulty 
in my opinion is that the co..operators themselves do not take the 
total implication of these isolated facts seriously. We use terms like 
co-operative commonwealth, but I do not think that we fully inter
nalise their meaning. I am not saying that we do not understand it. 
What I mean is that we do not fully internalise the import of the 
universal co-operative spirit. It stands for not only certain attitudes 
between members of an organisation, but certain attitudes between 
people and organisations in the total economy. 

Our immediate problem is the transfer of experiences from region 
to region from sector to sector and the formulation of an integrated 
concept of a co-operative social order. The other concrete problem 
which will be very important for the future is to realize the role of 
co-operative activity in the development processes particularly in the 
context of rural industrialization. Rural industrialisation is the basis 
of all developments in our economy. To what extent is co-operation 
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a means of rural industrialization? To what extent can it help to 
solve both the technical and the organizational problems? It is im
perative that as co-operators we take clear view of these and other 
relevant questions in the context of a progressively developing eco
nomy. If you are able to prove that we have progressive viable and 
workable programmes of industrialization which could retain the 
basic co-operative character of the economy then I think you have 
a strong case. 

I have not yet found any class or group of people so unresponsive 
that a demonstration of real co-operative activity did not, when they 
came into contact with it, convince them. This is my experience. All 
groups, officials, ministers, etc., are open to conviction. The respon
sibility of co-operators is to think out and work their problems and 
to do this as integratively as when you think of a co-operative society. 
Considering what we have achieved during the last 10-15 years, there 
is no reason to doubt that a great deal more can be achieved in an
other 10-15 years. What we have to prove to the people is that there 
is an idea of co-operation that is basically different from that of 
others. I am deliberately putting it in this way because the term 
co-operative may mean many things. Co-operation in USA means one 
thing, in Russia another, in China a third thing. Again in Scandinavia 
it is different. And it is yet another thing to India. If we are going to 
frame our ideal in the form of a socio-political commonwealth con
cept, this is radically different. Because in most other attitudes or 
contexts, the co-operatives are mere alternative forms or instrumen
talities. In the sense in which we are thinldng of co-operatives here, 
this is not merely an alternative form of agency or instrumentality 
but it is a characteristic of a whole society. We want to form a society 
which can really be described as the co-operative commonwealth. This 
makes it incumbent on us to think basically of the full implications 

. of what we want to try to develop. I would urge that these problems, 
connected with these basic concepts, should form the subject matter 
of discussion at meetings of the National Co-operative Forum. 



REVIEW OF JOWAR PROCUREMENT THROUGH 
CO-OPERATIVE ORGANISATIONS· 

THIS meeting is being held to pass under review the work of co
operatives in Maharashtra under the scheme of monopoly procure
ment of jowar of the Government of Maharashtra. While our main 
concern is with the past and prospective role of the co-operatives, in 
so far as this has to be examined against the background of the 
operations of a food policy, some reference to the latter is also called 
for. It is necessary, for example, to understand the context in which 
the jowar pr9curement scheme came to be adopted and the form and 
conditions in which it may continue. 

The Foodgrains Enquiry Committee of 1957 found that many of 
the shortcomings of policy or execution were due to the strong 
popu)llr preference for total decontrol of foodgrains, "a preference 
that was not unshared in the highest levels of the administration." 
It is difficult to say definitely how popular opinion shaped in the 
period since 1957; however, it appears clear that the highest levels 
of administration in the country continued to exhibit a preference 
for laissez faire after 1957 which lasted at least till 1964. The Food
grains Enquiry Committee of 1957 recommended strongly in favour 
of "stabilization of prices of foodgrains" and of the "socialisation of 
the trade in foodgrains." To proponents of laissez faire the socialisa
tion of trade in any basic community was anathema; the key to an 
understanding of the policy of the Central Ministry between 1957 
and 1964 is that its single consistent objective was to bar any pro
gress towards socialisation. The stabilisation of prices felI a victim 
to this policy; for, its implementation necessarily required substantial 
progress in the direction of socialisation of trade. 

The availability of PL. 480 imports made it possible for the Central 
Ministry to act according to its preferences. These imports, chiefly 
of wheat, could be used to supply the needs of the chronic deficit 
areas and to deal with any arising emergency. It was, at the same 
time, realised that nothing could be achieved if they were distributed 
entirely through trade channels. While, therefore, wheat products 
were routed through regular trade channels via the flour mills, 

• lUww of tke Fogr ••• of the implementa./!ion of tke Jowo/l' ~ocureme"t 
Scheme by Co-opera.tive Orga.nu.a.u.ns in Ma.ka.ra..htra. Sta.te, The Maharashtra 
State Co-operative Bank Ltd., Bombay, 1965. 



132 WRITINGS AND SPEECHES ON CO-OPERATION 

wheat for consumers was issued through fair price shops. The elabo
ration of the system of fair price shops was an important and con
sistent policy measure of the post-1957 period. The formation of rice 
and wheat zones was also a device which least disturbed private 
trade in foodgrains. It was expected that the combination in a zone 
of surplus and deficit States would maintain the total complex in 
equilibrium through most periods. The licensing of traders, the 
calling of returns and the announcement of minimum and maximum 
prices were formal measures which were never, known to have in
convenienced any traders. 

In the predominantly wheat areas PL. 480 imports could have a 
powerful impact on supplies and prices of foodgrains; in the millets 
areas the supply of imported wheat especially in towns was expected 
to reduce the demand for millets and keep millet prices in check. 
In the predominantly rice areas imported supplies were not sufficient 
to feed fair price shops. Some internal procurement of rice, there
fore, became inevitable. This was made through a partial levy on rice 
mills. Such a levy did not involve any elaborate administrative 
arrangements as of procurement from farmers. It did not also harm 
trader interests; for, any loss suffered because of the price at which 
government procured rice, could be easily recouped through adjust
ments in prices of quantities remaining with the trade. 

It was a simple policy structure which assumed, following the pre
judices of those at the highest levels of administration, that private 
trade would deal with most problems of supply and distribution for 
most parts of the country, and that official policy had to look after 
only a small number of areas and locations and be ready for emer
gencies. For these a system of fair price shops and a continuous 
stream of PL. 480 imports should prove adequate. Building up buffer 
stocks could have no special place in this policy. For maintaining a 
large buffer stock necessarily meant turning it over and this implied 
considerable dealings by the State in the fields of both purchase and 
sale of foodgrains. Obviously also the policy led to an increasing 
dependence on the stream of imports, because the policy ruled out 
any effort in the direction of deliberate and economic management 
of the supplies by the State and its price implications put a damper 
on' internal production of foodgrains. 

The policy failed with a crash in 1964. Even in earlier years it had 
been subjected to severe strains. Through this period State Govern
ments had come to rely on central supplies to see them through all 
difficulties. Even if a State Government had wanted to adopt a policy 
of rigorouf!" management the policy of the Central Government was 
such as to discourage this. At the same time the centre could not 
command the plentiful supplies required to meet all demands at all 
times. There were thus frequent breakdowns, much local distress 
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and periods of varying prices. Ultimately there came the country
wide failure of 1964. In the circumstances, each State was forced 
to improvise a policy. In Maharashtra, a deficit State, the crisis was 
specially severe. This was emphasized by two features of the situa
tion; firstly, the distress was much greater in the rural and small 
town areas, in the economy of which fair price shops and central 
supplies were not important. Secondly, prices of millets soared to 
unprecedented heights entirely unrelated to prices of rice and wheat. 

The Government of Maharashtra was forced by events to recognise 
the need to undertake control and management of internal supplies 
of foodgrains. Millets are perhaps more important in the food eco
nomy of Maharashtra than that of any State and it was, therefore, 
natural for the State Government to think in terms of a scheme for . 
the procurement and distribution of supplies of the dominant millet 
viz. jowar. 

The total situation in relation to food policy is yet unclear. 
Whether a b!1Sic national plan will be formulated or whether the 
policy will be essentially state-based, whether socialisation of trade 
will be pursued or reliance continue to be placed on private trade 
are, for ~xample, questions which appear still unresolved. While 
stabili~tion of agricultural prices continue to be avowed as aim of 
policy' the Agricultural Prices Commission's latest recommendations 
relate only to minimum prices. Little attention is yet paid to basic 
relationships between nature of arrangements for procurement and 
distribution, the scale of these operations and the price levels that 
can be maintained. The uncertainty at the centre is reflected in the 
States. Thus while the procurement aspect of the jowar scheme was 
publicised early, policy regarding distribution is yet unannounced. 
However, we proceed on the assumption that a long term policy will 
gradually emerge and that it will serve national social objectives and 
will have a consistent framework. It is in the context of this assump
tion and the history sketched earlier that the work of co-operatives 
in Maharashtra is presented for consideration and review as pointing 
to a potentially valuable agency in the formulation and implementa
tion of national policy. 

The Government of Maharashtra in formulating its Jowar policy 
took the unique decision of entrusting its implementation to the "co
operative system" within the state. The term co-operative system is 
being deliberately used. Formally the main agent of Government 
policy was the Maharashtra State Co-operative Marketing Society; 
but it was understood that all the other types of co-operative organi
sations would join the total effort. It was also understood that for 
all stages between purchase from the producer at the local centre to 
final sale to the consumer through fair price shops, the responsibility 
for handling, storage, transport, etc. would be that of one or other 
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type of co-operative organisations_ Moreover, this was not considered 
merely as an organisational arrangement. It was assumed that Govern
ment desired to entrust the total responsibility of managing this state
wide business to the co-operative sector as such and the r.esponse from 
the co-operatives came in that spirit. Some illustrations may bring 
out what is implied by the use of the term co-operative system. The 
large purchase operations, involved very heavy finance and account
ing responsibilities. These were borne entirely by the co-operative 
banking system. There were two important aspects of this. Firstly, 
making available the finance required at various levels and various 
stages of transactions at the state level, at the district level and at 
the village level and for purchase, for storage, for wholesalers and 
for retailers. All these were undertaken by the State Co-operative 
Bank and the District Co-operative Banks operating in a highly co
ordinated manner. Secondly, the making of returns, physical and 
financial, the maintenance of accounts and their periodic collation, 
etc. required large trained staff which the marketing organisations 
did not command. The co-operative banking system made this avai
lable to the marketing agencies through deputing competent per
sonnel in considerable numbers at the capital and in all districts and 
localities. 

The vertical integration within the marketing system was also of 
great importance. The work of purchase was ultimately carried on 
at nearly 800 centres, but the responsibility of all this was concent
rated on the Apex marketing organisation. This concentration of 
responsibility meant that a failure at any centre, was a failure that 
had to be made good by the apex marketing organisation. This was 
in a sense specially useful for government because government had 
not to deal separately with hundreds of scattered centres. It did 
throw great responsibility on the apex, but it was good for building 
up of the co-operative system. It made co-operators at various levels, 
as a body, realise the crucial importance of efficient operation at each 
centre. This is an important requirement of all public or quasi public 
sector operations. When an individual unit in a private sector fails, 
the failure is considered as the failure of an individuaI..1f a unit in 
the co-operative or public sector fails that is considered as the failure 
of the sector. This severer test is justified because the social purposes 
which these sectors seek to fulfil can properly be fulfilled only by 
universal performance. 

While there was concentration of responsibility on the State 
Marketing Society, the actual operations were highly decentralised, 
so that the-purchases at a centre were usually the responsibility of 
a particular taluka society acting as the agent of the State Marketing 
Society. With the subsequent opening of sub-centres, the responsibi
lity of assembling supplies and taking them to purchase centres came 
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to be shouldered even by multipurpose societies in some of the bigger 
villages. 

It is obvious that operating through the co-operative system as 
such requires as a pre-condition certain minimum co-operative deve
lopments. For example, reference may be made to the large growth 
in financial strength of the district central co-operative banks that 
has taken place in all parts of Maharashtra during the last ten years 
and to the policy of the opening of numerous branches of district 
central banks in each district. There were more than 550 places in 
Maharashtra where at the inception of the jowar purchase scheme a 
branch of a district co-operative bank existed. This underpinning of 
the co-Operative banking structure was an important element in the 
rapid building up of the frame of purchase organisation. The avai
lability at the purchasing centre or very near to it of a banking office 
which could supply money for purchases, receive sale proceeds and 
keep accounts was an extremely important factor in making for ease 
of operations .. The previous intensive development of the purchase 
and sale system was also of the utmost importance. The large variety 
and number of already existing organisations at the primary level 
made it -possible for the Apex Marketing Societies to select an 
approp~iate agent for purchases at each of the nearly 400 centres, 
initially selected for jowar purchase. In the ultimate analysis, all such 
developments assume a certain minimum level of experienced leader
ship for the conduct of operations which is ready to accept res
ponsibilities in new directions at the local level. 

It is obvious that even in the relatively favourable pre-conditions 
of Maharashtra the setting up of operations for purchase of jowar 
by the co-operatives required enormous effort and very considerable 
improvisation on the part of the non-official leaders and officers and 
employees of co-operative organisations at all levels and in all places. 
The Government of the State took, if one may say so, a calculated 
risk in entrusting the operations to co-operatives as a system; the 
co-operatives on their part asked for such responsibility being 
entrusted to them and worked in an integrated fashion to discharge 
it to the best of their ability .. It is not for me to evaluate the per
formance. That some mistakes were made, that improvisation did not 
always succeed and that there were certain local failures may be 
taken for granted. I may, however, claim that taking into account 
all the circumstances the responsibility has been discharged satis
factorily enough for Government to continue with the basic arrange
ment in case the policy decision to continue with the jowar purchase 
system this year is taken. 

I may in this context, refer to the question of costs. I would like 
to emphasise that the costs of operation by the co-operatives are fully 
met within the system. The co-operative system operates under strict 



136 WRITINGS AND SPEECHES ON CO-OPERATION 

regulation and discipline of its own and under public audit so thE 
what might be termed, the manoeuvrability in operations, open to th 
private sector is not permissible to the co-operative. On the othe 
hand, as compared with the operations of Government departmenu 
the fullest costs of operations, including all the overheads, have t 
be borne by the co-operatives. In judging of the costs of co-operativ 
operation these two important IIBpects have to be taken into accouni 
I have little doubt that, in the long run, in the context of public operE 
tions, of the nature and order of the jowar procurement scheme, th 
co-operative system will not only prove to be able to operate in aJ 

efficient and responsible manner at all levels from the capital to th 
village, but will also prove, on an average, to be less costly than an~ 
other. I have deliberately referred to the long-term; for, the co 
operative system even in Maharashtra has not immediately th 
amplitude of resources in capital and personnel necessary for invest 
ment in storage, equipment, recruitment and training of personnel 
etc. that are needed to conduct operations on this scale and in sucl 
detail with the fullest efficiency and economy for merely a year 01 

two. If, however, Government asks the co-operatives to prepar, 
themselves to undertake the work on a long term basis it will fin( 
them equipping ,themselves for the task with alacrity and seeing tha 
the cost to the producer and consumer of this preparedness on thei! 
part is kept as low lIB possible. 

I would emphasise that the co-operatives in undertaking the res 
ponsibility also aimed at the highest standards of performance; if 
terms of correct weighment, prompt payment in cash, service al 
near to the door of the cultivator as possible, grading and qualitJ 
control, storage conditions, rational movement and distribution al 
far as this WIIB under their control, and appropriate financial prac· 
tices and accounting checks. While the standards set on all theSE 
accounts were high, I cannot claim that the performances were ever 
or uniformly high. We lacked experience and the time and othel 
resources were in short supply. However, we hope that within a shori 
time the performances could be greatly improved and the standards 
set attained. If policy decisions are indicated for a long enougli 
period in advance, considerable resources even for capital investmenl 
as for storage could be found and scientific systems, on such accounts, 
built up. 

We felt that a public review of our operations may serve at least 
two useful purposes. In the first instance, there is unfortunately too 
little considered discussion of government policies at an appropriate
ly high level. There is undoubtedly a great deal of critical writing 
from day-to-day, but little discussion taking a long term view of the 
evolution of policy and its operation. It was felt that the review 
arranged for today may prepare the way for such a discussion. 
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Secondly, I consider that the Maharashtra experience has consider
able significance for all-India policy also. It appears safe to assume 
that for many years to come distribution through fair price shops 
and fairly substantial procurement of internal production for part 
of such distribution will continue to be an important feature of 
government operations in all States. The Ministry of Food and Agri
culture together with the Food Corporation of India will operate at 
the all-India level, arrange for imports and their distribution and 
will either formulate and operate a basic national plan or arrange 
for inter-state trade and the balancing between surplus and deficit 
States. In the operation of this food policy each State will ultimately 
have to reach down to the smallest producer. The operations will, 
therefore, have to be as well spread in the districts as the jowar pro
curement operations. I have a feeling that in time the patent de
fects of operating through a levy on millers will become clear in 
the rice areas and more direct contact with producers will be sought 
to be established even in these areas. The guaranteeing of a support 
price to all cultivators in all areas and procurement of grain from 
farmers are detailed operations of an order which iUs impossible to 
contemplate any Central Ministry or the Food Corporation under
taking in. each State. I would humbly suggest that experience in 
Maharashtra this year clearly points to the co-operative system of 
each State as the most appropriate agency for the purpose. It can be 
ubiquitous, can be made efficient and it can operate at relatively low 
costs. At the same time it can keep social objectives of policy fully 
in view and fulfil them adequately. As the co-operative system within 
a State it can undertake varied assignments for the State as a whole 
and at the same time, act as an autonomous system on its own. Its 
structure and autonomy guarantee open public operations; that it is 
a State system guarantees due attention to State interests. It is thus 
a system which the State Governments, the Central Ministry or the 
Food Corporation should have no hesitation in using as their agent. 
At the same time, its operation will fulfil the cherished national objec
tives of decentralisation and encouraging local leadership. 

What is contemplated above requires a minimum development 
within the co-operative sector and readiness on the part of autho
rities to treat it as system and respect its autonomy. The co-opera
tives can discharge their responsibilities in an adequate manner if 
their point of view is regarded and respected. In this context, I have 
to draw attention to one large gap in last year's arrangements. No 
mechanism was provided through which the views of the co-operative 
system as a whole in relation to the larger policy and operational 
matters could be communicated to the authorities of the State at the 
highest level. I have every hope that the gap will be appropriately 
filled during the ensuing year. 



THE ALL-INDIA STATE CO-OPERATIVE BANKS' MUTUAL 
ARRANGEMENT SCHEME. 

ON behalf of the Federation of State Co-operative Banks, I have 
great pleasure in welcoming Shri T. T. Krishnamachari, Finance 
Minister, who has kindly agreed to perform the inauguration cere
mony in connection with the All-India State Co-operative Banks' 
Mutual Arrangement Scheme. I am also happy to welcome the dis
tinguished guests who have honoured us by accepting our invitation 
to the ceremony. The development of co-operative banking in India 
has been very rapid during the last ten years. The pace of the advance 
may be indicated by a set of figures. The working capital of the State 
Co-operative Banks in 1954-55 was Rs. 47.6 crores; it rose to Rs. 281.5 
crores in 1962-63. The corresponding figures for the co-operative 
central banks were Rs. 73.7 crores and Rs. 400.1 crores. 

We acknowledge with gratitude the part that the Reserve Bank 
of India has played in this development. This has been notable in 
two directions. In the first instance, for implementing Government 
policy in this behalf, the Bank elaborated a programme of establish
ment of institutions and of administration of co-operative credit and 
supervised its progress in the various states through a number of 
regional offices spread throughout the country. Secondly, the con
cessional finance that it has made available for agricultural credit 
has greatly helped the development of co-operative banks in all 
States. That the volume of co-operative credit is now of considerable 
significance in the economy has been indicated by the proposal of 
Government to bring co-operative banking under fuller regulation 
and supervision of the Reserve Bank of India. I may note that, in 
principle, the Federation of State Co-operative Banks has recognised 
that, as the size of business handled and of credit extended by co
operative banks increase, these are bound to be subjected to discipline 
similar to that enjoined on other parts of the monetary system. The 
Federation has urged that in the formulation and enforcement of 
these regulatory provisions, the special characteristics and require
ments of the co-operative banking system should be duly allowed for 
and that the advantages, as that of deposit insurance, available to 

• Inaugural speech delivered in Bombay on August 21, 1966. 
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others be also extended to the co-operatives. I am glad to state that 
the Finance Minister has recognised the relevance of our point of 
view and that he has given ample assurances to the Federation in 
this behalf. i feel sure that within the new legislative set-up, co
operative banks will continue to obtain the measure of financial 
assistance and of sympathetic and helpful guidance from Govern
ment and from the Reserve Bank of India that has proved so fruitful 
in the recent past. 

Ten years ago, the spread and development of co-operative bank
ing in India was fragmentary and uneven. Because of the policy 
accepted by Government and implemented by the Reserve Bank of 
India, State Co-operative Banks at the apex of co-operative banking 
structure have been established for each state and there are banking 
organisations, caIled central banks, for a district or part of a district 
covering almost all the districts in the country. It is true that even 
today the development is not uniform. However, it is felt that the 
joining together of the apex banking organisations in a federation 
and initiation of schemes of mutual assistance will greatly strengthen 
the existing structures and help quicker development in areas where 
co-operative banking is relatively undeveloped. 

I may, in this context, draw attention to some special features and 
functiorts of the co-operative banking system. The co-operative credit 
system is a three-tier system. In each State, there is a State Co-opera
tive Bank at the head of the system and district banks, which cover 
usually an entire district, at the next level. The base of the system 
is made up mainly of the primary village credit societies or service 
societies. Only a small number of societies at the primary level are 
recognised as banks. In the main, these banks at the primary level 
are confined to urban areas and are usually called urban co-operative 
banks. There have been some attempts to form rural banks, but these 
are in the early stages. Urban Co-operative banking has developed 
chiefly in a smaIl number of States and even in these its spread is yet 
very uneven. The rural credit primary has spread much more evenly 
in the country and has always been the dominant type of co-operative 
society. 

Co-operative banks at the district and state levels do not usually 
deal with individuals. Their main function is to supply finance to 
other co-operative societies. In 1962-63, the State Co-operative Banks 
made loans to individuals amounting to Rs. 5.7 crores; the amount 
of their loans to societies in the same year was Rs. 208.4 crores; the 
corresponding figures for the Central Banks were Rs. 3.4 crores and 
Rs. 288.7 crores. A part of the loans given by the State Banks and 
the Central Banks to co-operative societies goes to non-credit institu
tions such as marketing, processing, industrial or consumer societies, 
but the bulk of it goes to primary credit societies agricultural and 
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non-agricultural (including urban co-operative Banks). The charac
teristics of this business may be brought out by reference to some 
statistics, relating to the operations of primary credit societies. As 
on 30th June 1963, there were 211 thousand primarY agricultural 
credit societies in India with a membership of 217 lakhs. Of the total 
membership more than 104 lakh members made borrowings from 
their societies during the previous year and the average loans advan
ced per borrowing member was Rs. 246. The non-agricultural societies 
consist chiefly of employees credit societies and urban banks. These 
together cater to the credit requirements of small traders, govern
ment servants and other wage and salary earners and other similar 
categories of urban and semi-urban residents. The number of non
agricultural credit societies on 30th June 1963 was 12,850 and their 
membership was 55 lakhs. They had deposits of over Rs. 115 crores 
and the loans advanced by these societies to members during 1962-63 
amounted to Rs. 166 crores. I adduce these figures to emphasize an 
important characteristic of the co-operative banks. The co-operative 
banks function mainly to serve the needs. of the primary credit 
societies and the primary co-operative credit structure is essentially 
dispersed and widespread and is intended to serve the needs mainly 
of small men. 

The co-operative credit system is the only well-nigh universal in
stitutional credit system in rural India. It caters through a larger 
number of organisations to larger number of people than any other 
institutional system even in urban India. This dispersed and wide 
coverage of the co-operative credit system is reflected in the locational 
distribution of the offices of co.operative banks. In 1963 commercial 
banks in India had 5495 offices located at 1860 places; the correspond
ing figures for co-operative banks were 2360 offices at 1864 places. 
The number of places served by co-operative banks was larger even 
though their number of offices was almost half that of commercial 
banks. The feature is emphasized by the distribution of offices of the 
two classes among places with differing population. The All-India 
figures do not bring out the contrast fully as co-operative banking 
has not developed equally in all states. The figures for Maharashtra 
in which both commercial banking and co-operative. banking may be 
taken to be well-developed are more instructive. In 1963 commercial 
banks had 691 offices at 169 places in Maharashtra and the co·opera
tive banks 673 offices at 483 places; and while the commercial banks 
had offices at 115 places with a population of less than 25000 the 
corresponding number of places with co-operative banks was 385. 

Another essential characteristic of the co-operative structure is 
that it is predominantly democratic in its working and federal in its 
organization. It is based on large numbers of primary units formed in 
relation to the concept of the neighbourhood or of the bond of common 
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economic activity, all with a relatively small membership. It is essen
tially a mutuality and the conduct of operations at the primary level 
is chiefly in the hands of the persons or groups whose needs are 
sought to be met through it. The procedures are democratic and ope
rations decentralised. Because of the small size and dispersed 
locations of the primary units a federal organisation with successive 
tiers becomes a necessary feature of the co-operative structure. The 
higher tiers are intended to carry out functions that the primaries 
cannot fulfil for themselves and are also intended to provide for 
operations on a scale larger than that within the competence of the 
primaries. Each successive tier in the co-operative organisation has 
thus the responsibility and the purpose of providing services and 
tapping resources which are appropriate to its type and location. 
This rational division of operations and functions makes it possible 
for the system to provide extremely widespread detailed service to 
masses of members at costs which are relatively low. Undoubtedly the 
large input of competent and enthusiastic voluntary service that co
operatives at each stage are able to command is an important factor 
in keeping these costs low. 

Another special feature of the co-operative system to which I would 
draw attention is its role as an instrument of national policy, or to 
put it more accurately its position in the programme of national 
social reconstruction. This has become specially prominent during 
the last decade. For the reorganisation and strengthening of the rural 
economy in all parts of the country, the co-operative system has 
proved the most suitable. In some important aspects of urban life 
also, such as distribution of necessaries to the mass of consumers it 
is being found necessary to strengthen existing co-operative agencies 
and to establish new ones. It has been increasingly recognised that 
for all programmes which try to ameliorate the conditions of the 
weaker classes and categories working through co-operative orga
nisations, is inevitable. I may make it clear that in this evolution of 
national policy the co-operatives have not remained passive. They 
recognise the significance of the trend of thinking. which emphasises 
co-operative endeavour as the main instrument of national, moral 
and economic reorganisation and the responsibilities that this throws 
on them. To cite instances from only one State; the co-operative banks 
in Maharashtra have accepted' the promotional role especially in 
relation to rural industrial development; they have initiated signi
ficant experiments in helping the weaker sections in society such as 
rural labourers and artisans, small farmers and residents of back
ward areas and they have undertaken surveys to consider ways of 
bringing the weaker elements in the urban population within their 
fold. 
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All these developments throw increasing burdens on the CO-Oil 
tive credit system as finance is an essential ingredient in every : 
of economic activity. In part the new responsibilities are admini! 
tive and operational and make demand on our resources of perSOI 
on our ability to experiment and on our ingenuity in unravel 
complex situations. However, in some contexts considerable a 
tional finance is also required. I may cite as a typical example 
potential part that co-operatives may play in a rational food pc 
i.e. in building up a system which begins with purchases from 
smallest producer and ends in distribution to the small consUl 
The building up and operation of such state-wide systems will req 
greatly increased additional resources. I may note parenthetic 
that in many states the success gained by the co-operatives 
augmenting their own resources has been notable during the 
decade. However, when responsibilities thrust on them by nati, 
policy increase suddenly additional resources required cannot 
found within the system immediately. Such situations are speci 
likely to arise during the early stages of development. They req 
special examination and consideration on the part of government 
sympathetic treatment of monetary authorities. It is at the s: 
time true that no system can function soundly which has to seek, 
side financial help on every important occasion. Co-operators are ' 
aware of this. They therefore try to augment resources and to ut: 
them economically as far as possible essentially through increal 
the coverage and intensity of mutual help and co-operation. The 
India State Co-operative Banks mutual arrangement scheme is 
important initial step in this direction. ' 

An inevitable accompaniment of decentralised working with 
small primary unit at the base and the tiered federal structurE 

. the co-operative system is that there are limitations on each CO-Opl 
tive organisation in relation to both area and operations. It is 
possible within the co-operative sector to create large combine! 
either the horizontal or the vertical type. The whole approach I 
cludes existence of large unitary organisations operating over 
whole country and undertaking multifarious activities. This handil 
if one considers it as such, of the structure makes it necessal"l 
take special measures to coordinate activities as between partiel 
types of societies at different levels and also to coordinate effort 1 
ween various types of societies at various levels. 

The federation of State Co-operative Banks is an organisal 
intended primarily for protecting and furthering the interests 
State CO-operative Banks. Though this is its primary objective 
follows from the fact that each Co-operative State Bank is at 
apex of the co-operative credit system in each state, that the activi' 
of the federation are necessarily oriented towards strengtheni 
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widening and making more efficient the operations of the entire co
operative credit system_ An important aspect of this work is to pro
vide for activities on an all-India scale for which no apex credit in
stitution in the co-operative sector as such exists today. At the very 
first meeting of the Board of the Federation held some months ago, 
decision was taken that the Federation should attempt to undertake 
such activities and services as would lead to further integration of 
the co-operative credit system for the country as a whole and would 
not only strengthen co-operative credit units but also increase their 
utility, their business and their efficiency. The scheme which the 
Finance Minister has kindly agreed to inaugurate today, is the first 
of such steps. 

We were encouraged to undertake this through the success of the 
scheme which has been operating in Bombay State and in the 
successor state of Maharashtra for many years past. The measure 
of the magnitude of transactions involved may be illustrated by some 
figures. In 1962-63, in the mutual arrangement scheme of Maha
rashtra, the number of drafts presented was 45,664 and the number 
of bills 51,084 and the value of the total volume of transactions was 
Rs. 924 lakhs. The Maharashtra scheme includes within it all the 
District Central Banks with their branches as well as a large number 
of primary banks. The all-India mutual arrangement scheme of banks 
which is being inaugurated today, will cover the 21 states and union 
territories. In these the State Banks have 80 branches and have 387 
Central Co-operative Banks. affiliated to them. It is expected that the 
scheme will have a coverage of about 488 places throughout India. in 
the initial stages. This scheme will enable any Central Co-operative 
Bank in any state to issue demand drafts payable at the counter of 
any state co-operative bank or its branches or any central co-opera
tive bank in the country. Another important business that will be 
brought within the scope of the scheme is the collection of bills and 
cheques. Because of the complexity of such a scheme and the lack of 
experience in working it. it is being confined. in the first instance, 
to branches of the State Banks and to the main offices of the Central 
Co-operative Banks. The branch Qffices of the District Central Co
operative Banks have not been brought in at this stage, nor has any 
effort been made to include any urban co-operative banks within the 
scheme. However. it is hoped that as we gather experience, and are 
able to devise means to get over difficulties, larger and larger cover
age of business and of places will be possible. 

The mutual arrangement scheme in Maharashtra with which are 
joined some eo-operative banks in Gujarat and Mysore States covers 
as many as 883 banking offices and more than 800 separate locations. 
The area of the country covered by this scheme. represents only 
about 1/8 of the country. If co-operative banking spreads all over 
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India with the same full coverage as within this area, we may expect 
within the next decade, nearly 5 to 6 thousand separate locations 
within the country covered by offices of co-operative banks. It is 
hoped that by the time this happens it will be found 'possible to em
brace them all either directly in one scheme or with one all-India 
scheme and sub-schemes for each state. Moreover, if, as we hope, the 
primary credit societies themselves continue to widen their net and 
field of service and to begin to cater for the needs of those categories 
of the weak and small men who are not included in any institutional 
service today, the co-operative credit system will cater for the various 
needs of and will have in its membership the bulk of the population 
of India. 

The Board of the Federation felt that the Finance Minister of 
India, Shri T. T. Krishnamachari would be in a specially advantage
ous position to appreciate the magnitude of the problems that we 
face, the significance of our aspirations and the importance of the 
step that we are taking, and that therefore, it would be most fitting 
that the scheme should be formally inaugurated by him. We are ex
tremely glad that he responded to our invitation and I have great 
pleasure on behalf of the Board of the Federation to request him to 
perform the ceremony of inauguration. 



REFLECTIONS ON A CO-OPERATIVE SOCIAL ORDER· 

I CONSIDER it a privilege to have been invited on this occasion. It is the 
completion of the first year since the passing away of Shri Vaikunth
bhai and to have to deliver a lecture in his memory was an assign
ment which I could not possibly refuse. I am deliberately not going 
to say anything about Shri Vaikunthbhai, nor is it very easy for a 
person like me to talk about him. It is also not necessary because 
I take it that the majority here was well acquainted with him person
ally and personally acquainted with his work. His has been a substan
tial and valuabie contribution in Indian socio-economic thinking and 
practice. I believe with him that the co-operative way holds out 
promise of-development, in relation to concrete achievements in the 
modern world and the reconstruction of modern society, on lines of 
much -greater conformity with our traditions and thinking than any 
other. Vaikunthbhai's life was for the greater part spent in establish
ing co-operative organisations in what might be called an essentially 
hostile environment and therefore, his pioneering work did not 
appear to lead to the building up of as many solid edifices as could 
result from the work of his successors who build on the foundations 
laid down by him. The work was nevertheless extremely valuable. 
Moreover, apart from being an able practical banker and co-operative 
worker, Vaikunthbhai whom I always considered as essentially an 
intellectual, was interested continuously in theoretical formulations 
about co-operation, among other things. He was greatly attracted by 
the idea of an essentially egalitarian decentralised society and the 
two main planks of his practical work and theoretical thinking were 
on the one hand co-operation and on the other village industries. 
These, from the point of view of the structure of an essentially 
egalitarian modern society merge together. It is because of this, and 
because of the interest that Vaikunthbhai developed, notably in the 
later years of his life, in thinking about the co-operative order 
generally, the co-operative economy as a whole (I think he has one 
article on the "Co-operative Socialist Commonwealth"), because of 
this, that I thought that this would be the appropriate occasion on 

• Bombay Gandhi Smarak Nidhi, Vaikunth L. Mehta Memorial Lecture, 
Bombay. November 3. 1965. 
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which I could place before you some ideas on the Co-operative Social 
Order. 

You will find from the way in which I have formulated the subject 01 
my lecture that I have not obviously thought it all out; that I am not 
fully prepared for it. It is rather a difficult subject. What I am going 
to do today is to place before you some essentially fragmented think. 
ing on what I consider to be the main areas in relation to which we 
must go more deeply into these problems of construction of the co
operative social order. You will note that there has been relatively 
little writing or thinking even in other countries on this broad area. 
That is because, most co-operative workers and most people who 
wrote about co-operation were exercised about practical and theo
retical problems of co-operative organisations operating in an order 
which was not essentially co-operative. If you take any, beginning 
right from Rochdale pioneers or even earlier, say, the socialist experi
menters whom Marx derided as utopian, if you take any from these, 
to the later more practical workers, they are all concerned with how, 
in what manner and on what principles, with what discipline, you 
could build an individual co-operative organisation or a chain of 
co-operative organisations which could help particular sections of 
the society, the weaker sections or let us say the more disorganised 
sections in society, to hold their own and to derive somewhat larger 
benefit from the prevailing order than they could by acting by them
selves as discrete individuals. So most of the problems discussed or 
practical problema sought to be solved were problems of how co
operative organisations could establish themselves, how co-operative 
organisations could best operate and so forth. For the larger part, 
this was in what we now call a capitalist society. In recent decades, 
there have been similar instances of operations of co-operative orga
nisations in what is essentially a socialist or a communist society. If 
you take co-operatives operating in the Russian centralised economy, 
they are also operating in an environment which is alien, a commu
nistic environment, just as those in America and Europe operate in 
an essentially capitalistic environment. Therefore, you will find that 
the thinking is not about a co-operative order but about co-operative 
organisations or a co-operative sector at the most in an order which 
is other than co-operative. This, in my opinion, is the essential reason, 
why relatively little thought has so far been given to a co-operative 
order and to its establishment . 
. The resulting gap I want to indicate today by dealing with three 

subjects, in a sense, quite different, but which have from a broad 
perspectiv~ many common features. I shall begin with the problem 
of the structure and organisation of a co-operative economic society. 
How would you think of this, what are the problems that arise in its 
construction, this is not being thought out even in theoretical terms. 
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There is a great deal of talk today in India about a co-operative order. 
We are thinking, at least in terms of a rural economy which may 
become basically very largely co-operative and we have to foresee as 
what will happen or what should happen, if this transformation 
comes about. If you will look at the history of co-operative structures 
in various countries, you will find that according to the peculiar 
favourable conjuncture of circumstances in each country a certain 
form was given to the structure. Yet nowhere do we find thinking 
about the logical ordering of a co-operative society or about the con
cept of a whole structure which is co-operative. This is because, say 
in the U.K. where it first grew, you will find a predominantly 
consumers' activity with very little of industrial or agricultural co
operation. In Ireland and some of -the Scandinavian countries like 
Denmark, you will have an agricultural processing, marketing and 
a rural consumers' movement but very little in the industrial sector. 
Perhaps in Japan, we have the most comprehensive co-operativisation 
of the rural economy today than in almost any other country in the 
world. But here again there is no thinking about a co-operative order 
as such. The co-operative rural economy thinks of itself essentially 
as a subordinate partner in a broad generally aggressive capitalistic 
society. -:We have the example of Israel where a larger part of the 
economy, you may say is presumably in the co-operative sector. I say 
presumably, because the co-operative organisation in Israel is essen
tially a counterpart of the Hista&rut i.e. essentially a counterpart of 
the workers' movement in Israel. It is not co-operation built from 
bottom to the top, but a counterpart or representative of the trade 
union movement in the co-operative sector. 

I should like to make my point clear by raising some problems as 
we face them today in India in building up a logical structure. In 
building a logical co-operative structure, what are the elements with 
which one works, the elementary principles? This, you will see, is an 
extremely ticklish problem, because you have to extract from the 
history of co-operation, from the writing and thinking on co-opera.
tion what appear to one to be the more essential things and leave 
out what appear to be the more adventitious, historically accidental 
and so forth. In this search I think it is ap"propriate to begin with 
considering co-operation as a device, a measure, means or instrument 
which is offered to the weak and the disorganised in the society to 
strengthen themselves. I consider the co-operative way as essentially 
the way which offers to the smaller, the weaker, the dispersed units. 
in society, the means by which they can come together, organise, 
themselves appropriately in relation to what you may call two im-. 
portant features of the modern economy. As a matter of fact, you 
may even say that they are one but I personally think that they can 
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units fail in an advancing technology and an industrialising society 
to maintain their independent existence, largely because of the 
pressure of the efficiency of large scale operation and the techno
logically advanced operation. If you consider co-operation as an 
endeavour to retain the values of the existence of small units and 
yet obtain for the small units advantages of modern technology and 
working on a larger-scale, you might get a clue to what the principles 
of a co-operative order are or ought to be. You can on the basis of 
such an approach visualise the possibility of an entire order in which 
the varying units and their organisations find a proper place. 

Here, unfortunately, I have not the time to argue the whole process 
out. The result as I see it is that of a co-operative structure in which 
the basic primary unit may be' a multi-purpose or multi-sided unit, 
that is a unit with a variety of economic activities, but in which 
because of the essential requirement of getting advantage of the tech
nology and the scale at the higher stages of the structure a functional 
division has to appear. So that you can think of a multi-purpose village 
society combining certain amount of credit, marketing and possibly 
a few other miscellaneous activities even a consumers' stores. But as 
you rise upwards, you get a functional differentiation between the 
marketing, the credit, the processing and all the productive trading, 
transport etc. activities. I insist in this manner on the unity 
and reality of the primary and the functional specialisation of higher 
tiers because without some concepts like these, you cannot build up 
a logical structure, or avoid problems relating to genuineness or con
flict of jurisdiction. 

Let me illustrate with the help of one or two examples. Take the 
example of English Wholesale Co-operatives which run dairies or 
manufacture cloth and leather goods. A dairy that is owned by the 
English Wholesale Co-operatives is essentially something that is 
operated, so to say, from outside the organisation. In this case you 
find that the workers, or the farmers or the animal husbandry-men 
are as subservient as they are in the capitalist order. Basically the 
co-operative is a mutuality or should be a mutuality in which the 
small elements come together in order to serve themselves in relation 
to a specific need, service, production, trading whatever it is, on their 
own. Granted this, the character of the co-operative enterprise is not 
obtained by being owned by another co-operative organisation but by 
being owned by a number of individual memberll or member units, 
for whom the co-operative serves a meaningful mutual purpose. Look
ed at in that way, it will be clear why I consider the Israel experiment 
as not essentially co-operative. As a matter of fact there are a number 
of writers who call this sector of the economy in Israel labour economy 
and not co-operative economy. because over it the labouring class 
in Israel wields economic control. The labouring class in the economy 
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having control over certain organisations is different from their be
ing under co-operative in structure_ For example, the Israel co-opera
tives run one of the biggest construction organisations, a building and 
works organisation taking very large scale contracts all over the place, 
but the structure of this organisation including the status of the labour 
is not different from any other type, say, the capitalist type and has 
no specific co-operative features. Therefore, you have to give very 
considerable attention to the manner in which you build up the struc
ture of the co-operative economy. You can think of a primary society, 
which is small-scale, and limited in its geographical area and can thus 
well serve a variety of needs in a small location, may be multi-purpose. 
Higher tiers in the structure have to specialise functionally. Adoption 
of this approach enables one to deal with a large number of problems 
we are continuously facing. For example, we are facing a problem as 
to whether the sugar co-operative factories should distribute ferti
lisers to their members, or whether a consumers' co-operative should 
receive finance by itself by way of attracting deposits. These problems 
begin to become clearer, if you think in terms of functional speciali
sation which is required to get full advantages of scale and technology. 

Or take-the other problems; for example those of producers' 
organi~tions; how does one organise production right from agricul
ture to industry, how does the co-operative form spread to higher 
levels. Here again I would insist that it is direct interest and the 
mutuality that is important. You will then find that you cannot just 
call anything co-operative by merely organising a few people and 
having model bye-laws. It must essentially pass the test of mutuality, 
and if it has to pass the test of mutuality then we necessarily get, a 
tier of organisations. For example, you may take let us say ground
nut producers; you start with the oil expeller as the primary process
ing society. Now if you are thinking in terms of industrialisation 
based on oil this has to be organised on the basis of those primaries. 
Then it is these primaries that become the owner and operator of a 
more complicated industry that is raised for the utilisation of their 
products. Some of this type may in turn come together to form an 
industrial organisation at a still higher level. I am citing this as an 
illustration and not drawing in the more familiar example of the 
banking or marketing structure, because I want to emphasise how I 
think the co-operative order is differently structured and how it will 
operate in a different manner. 

Inevitably, one can also see that this approach imposes certain 
limitations. It is very difficult with this approach to get public utility 
concerns within the co-operative order and it becomes very difficult to 
organise a large extractive industry co-operatively in which there is 
no possibility of separate ownership of small units. So that you have 
to live with the idea that though the co-operative order can cover large 
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numbers and the bulk of the working population in various kinds of 
activity, it has to co-exist with a public utility sphere and some type 
of corporative sector. 

The other set of problems in the field of structure' and organisa
tion, problems which are extremely difficult to deal with, relate to 
labour. The co·operative organisations emerge as mutualities from 
one or the other side of economic activity either of producers or say, 
consumers. But whether you base your organisation structure on the 
base of producers' or consumers' co-operation the workers in these 
organisation are for the most part left out ana the problem of labour 
participation is not tackled. The position is somewhat different where 
labourers or artisans themselves come together to form a co-operative. 
But this by itself does not eliminate the problem as is underlined by 
the practice of the more meticulous among the co-operative artisan 
societies of Israel of having a rule by which the hiring of outside 
labour is disallowed. This is justified because an artisans' co-operative 
is essentially, a workers' co-operative of which every worker in it 
must be a member. If you hire workers, how do you maintain its co
operative character; since basically in a co-operative the essential 
aspect of membership is not contribution towards capital but partici
pation in the mutual business of the co-operative. In a consumer store 
this last is evidenced by dealing with the stores, in a producers' pro
cessing co-operative by bringing raw product for processing, in a 
workers' co-operative by working. Logically therefore, in the last, 
at least, no worker can remain a non-member without affecting the 
co-operative character of the organisation. 

But in the other organisations such as of consumers or producers 
where labour is employed on a large scale, the problem remains. In 
a society of producers in, say, a sugar co-operative factory or a large. 
scale consumers' store, how do you get the workers to be members ? 
After all, by no definition can you show that these labourers are not 
participants in the work of the mutuality. And if they are partici
pants in the work how can the structure of the mutuality be adjusted 
to allow for their membership? This problem has not yet been solved 
anywhere except, in a sense, in YugOslavia. The Yugoslav solution is 
of course, a heroic solution which is not open to be copied everywhere. 
The Yugoslav economy as of today was constructed in its present 
shape by a complete and sweeping measure of nationalisation; every
thing was nationalised and then every nationalised industry was, so 
to say, turned over to the workers. The problem we face is different; 
it is that Qf labourers' participation in a co-operative which has been 
formed initially as producers' or consumers' etc. organisation. We 
have the problem of how to reconcile the interests, which may in part 
conflict, of the two elements. 
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This leads me to another problem_ I have mentioned in the first 
category or structure and organisation the vital problem of division 
()f the product, how does the'total product get divided, how is the 
surplus to be divided, what, if any, are the relevant co-Operative 
principles, or are there any principles at all ? Some of these problems 
.are emerging even 'today, for example, when today governments as in 
Maharashtra control the whole series of operations in food as of buy
ing from producers, distribution through co-operative wholesale 
,societies and selling through consumer stores. Here you have a whole 
series of operations in which you have, so to stay, no guide from the 
outside market price at all. The prices that the producer gets for his 
rice or jowar are prices fixed by the State and the prices which the 
<!onsumer pays are also fixed by the State. How should these prices 
be fixed and how is the product divided are decisions which must be 
independently taken. I suggest that the only clue, you have here in the 
.absence of a "competitive" market (and as I will immediately explain 
to you "competitive" marketing in the ordinary sense, becomes almost 
non-existent in the cQ-()perative order) is that of a national incomes 
policy. This is essentially a social and a national decision. It is a deci
sion regaraing what you think is the appropriate level of living of 
various,.elasses. Because ultimately this is what determines the distri
butive pattern. If comprehensive decisions are made regarding all 
prices of food and other goods and you derive therefrom prices that 
the producer and the labourers get; this is really the overall task of 
iletermining the relative structure of prices and the implied distri
bution of the product. Remember that in a large number of European 
<!ountries today the prices of agricultural products are, in fact, deter
mined by conferences round the table in which you get farmers' 
Union's representatives on the one hand and the state's representa
tives representing the consumers on the other hand, fixing the whole 
set of prices. So that for a whole category of people, the whole of the 
peasant order, so to say, the producer price level is, in fact, arbit
Tarily fixed. So far I have said something about a couple of important 
&spects of the co-Operative organisation and structure. Much more 
iletailed, elaborate thinking, exploring things much deeper, is required 
if you are to think of building a co-operative order, because in it a 
large number of specific problems will arise regarding individual 
products, sectoral prices etc. which we must be ready to tackle. 

The second set of problems are more important. The second set of 
problems that I have mentioned are the problems of operation of the 
«onomy. If you have a co-Operative economy, how does a co-operative 
economy operate, how is it guided, how is it regulated ? Obviously, 
this is an important question. With the recent background of the so
<!alled liberal economy, one is apt to think of regulation of an economy 
as something artificial. Actually what has been exceptional in human 
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history is this: this episode of a few decades, not even of a full cen
tury, in which two things viz. automatism and rationality were 
equated in theory and in which it was contended, (it was not estab
lished) that forces of the market automatically decide everything. So 
that there is no need for regulation; because all decisions short-term 
or long-term, the immediate prices or the long-term investment pro
grammes are all decided and determined by the prices that are 
established through the action of large numbers of persons operating 
independently of each other in the market economy as a whole. Now, 
one has to forget this episode, because as the so-caIIed "free econo
mies" operate today, each of them is heavily regulated. Not only are 
they heavily regulated but in the larger and the more advanced 
economies prices are administered in most of the crucial sectors and 
the whole of the labour market is largely managed, is in fact, oligo
polistic. Large blocks of personnel are offered together as labour 
supply, so to say, inthe market and not individuals coming and com
peting with each other. And the ability to withdraw or supply whole 
blocks of labour on the market is linked with the ability to paralyse 
the whole economy. So that as result of consequent bargaining, you 
have an arbitrary division of product on an extremely large scale_ 
You thus face -problems of regulating economy in the sense of deter
mining the division of the product ultimately by arbitration. I am 
using the word arbitration deliberately because in an economy domi
nated by Employers' Associations and Labour Union on a large-scale 
independent arbitration is, has to be, accepted as the regulator and 
the regulation is needed for guiding the economy or keeping it on an 
even keel. 

Moreover, since immediately after the depression and now even 
in advanced countries policy markets and economists are informed 
by growth consciousness,. therefore, maintaining a certain rate of 
growth becomes an imperative and it acts as an integrating force in 
national policy measures. And once you get concerned with develop
ment and growth and think of regulating and guiding. development 
and growth, obviously the automatism and the free market analysis 
or model go to pieces. 

The co-operative economy is by definition neither an autonomous, 
nor a free market economy. Its emphasis is on organising all activities 
for mutual advantage at a series of levels right from the primary 
level group in a ladder to the highest possible level. Such organisa
tion requires a great deal of fore-thinking of the problems, thinking 
not only in terms of static state, but in terms of growth. You could 
call, in a '!Iense, all the older stratified economies static, co-operative 
economies and by co-operative economy I mean something different 
from a non-competitive economy. If you take for example the old 
Indian economy, you will find that it was essentially an economy 
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having a static co-operative structure. There was a division of labour, 
there was a division of product, there was a given technique and 
co-operation between the various strata in that technique. All these 
were pre-determined and it was supposed that the annual cycle of 
seasons repeated itself over generations. It was a static order but it 
was a completely co-operative order_ It was co-operative in the sense 
that its successful operation depended upon the co-operation along 
fixed lines of the various elements involved and no departure from 
the pattern through competitive behaviour was expected or allowed. 
The presence of the element of coercion or the amount of force 
exercised I am not going to discuss. Because all hierarchical systems, 
may be said a work under coercion of those at the top. It may be 
that it is power that maintains the co-operative pattern; even so the 
operation of the structure is essentially co-operative. The order was 
static as most hierarchical orders must be static; because hierarchy 
itself implies a certain amount of, so to say, stable stratification in 
terms of status and rank_ Therefore hierarchy is conceptually static_ 
It would I suppose be correct to say that as a matter of fact the 
Smithian justification for lai88ez faire was essentially based on the 
contention, "that a hierarchical order was not only a static order but 
also a .stagnant order_ All that Smith has to say about guilds etc. 
is so much of an indictment against the old hierarchical order. Thus 
the eruption of the free market economy or liberal economy in the 
modern world was so to say needed for freeing the older economies 
from the hierarchical order; or to put the other way round, this came 
about because the effects of the advance in scientific and technical 
thought in Europe could no longer be contained within the older 
hierarchical socio-economic order. 

Looking upon the laissez fwe period as an essentially transitional 
period we now perceive a return to economies in which the co-operlr
tive element again begins to dominate. However, these co-operative 
economies are no longer static and hierarchical. One must, therefore, 
pay attention to basic characteristics of modern co-operative orders. 

I suggest that the modern co-operative order must be essentially 
a planned order. However, to the extent that it is a co-operative order, 
it is different from the centralised planning order. The structure and 
operation of centralised planned economy are not to be identified 
with that of the co-operative economy. If what I have suggested about 
the special characteristics of the structure of the co-operative eco
nomy is correct, the co-operative economy will be able to modify the 
operation of a centralised plan, exactly in those respects in which 
centralised planning is supposed to be most defective i.e. in respect 
of dispersal of authority and in respect of the ability to take account 
of local circumstances. These are the two important aspects in which 
centralised planning is usually blamed. 
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It might be noted that in recent years, a large number of people 
do not describe the capitalist economy as a capitalistic economy but 
as an economy of decentralised decision making. That is the term 
that is often used nowadays. I suggest that it is possible for the co
operative economy to become really an economy of decentralised deci
sion making, where decentralised decision making is yet significantly 
allied to the planning process. In my opinion the planning process is 
a two-way process. It is a process which takes note of local circumst
ances, local possibilities and local capacities and takes note also of 
the overall possibilities of the economy and overall objectives of the 
economy. Now this two-way process of conveying overall aims to the 
locality and conveying local knowledge, knowledge of local possibi
lities to the centre is significantly possible in an integrated manner 
only in the co·operative order. Because, as I emphasise, the co-opera
tive order has at its base the primary which is essentially a local and 
neighbourhood unit and it has at appropriate stages for each func
tion to be performed at the upper level a higher-tier federal authority. 
It is such a co-operative order that can lend itself to decentralised 
planning. 

It is important to note that you can project the possibility of the 
co.operative or.der functioning in this manner only if an important 
requirement is fulfilled. It is that the political authority, which in the 
modern State is overwhelmingly important, considers its function 
mainly that of maintaining the basic legalistic structures and in
corporating the accepted values and philosophy of the people into 
broad economic policy decisions and regulatory systems and then to 
leave the economic order as largely an autonomous order. This is 
slightly outside my subject. But I think this is a needed logical 
approach. The modern State about which all kinds of terms such as 
"a leviathan" are used is possible of being reformed in its operation 
only by introducing an element of autonomy of various sectors in
cluding the autonomy of the co-operative order within the general 
political framework afforded by the political State. If such a concept 
is accepted by the State Planning authority then, you can get a great 
many of the benefits of decentralisation associated with the advant
ages and values of broad centralised decisions and plans. 

I have left myself only a little time to give some thought to the 
last of the areas, which in some ways is actually the most important 
area, in which I have divided my subject. In this I am thinking of the 
difference between the attitude appropriate to and the spirit that 
should inform the co-operative order. So far I have been talking 
basically Nil economic terms, terms of economic operation, forces of 
the economy or of the economic structure. This is merely the external 
aspect. In my opinion when thinking in terms of the co-operative 
:.social order and the co-operative economy. the essential difference is 



REFLECTIONS ON A CO-oPERATIVE SOCIAL ORDER 155 

that, it is, so to say, an explicitly a moral economy and an economy 
which explicitly accepts certain ethical principles. I say explicitly 
ethical, because I do not conceive of any social order which disregards 
ethical principles. But there are certain societies which may pretend 
that they have no moral aims or that their values and objectives do 
not necessarily go along any ethical principles. In my opinion the co. 
operative order is an ethical order and it has certain values. Its most 
important values are the values derived from the earlier formulation 
I gave, which is respect and concern for the small, the weak, dis
persed unit which is essentially a concern for the majority of the 
people. 

In a broad retrospect, one may consider that the competitive idea 
and the co-operative idea have, so to say, co-existed all the times. 
They co-exist in the sense that even the earliest social unit, the in· 
dependent family (barring the example of Robinson Crusoe or an 
entirely self-sufficient single family) is essentially a highly co· 
-operative group. With external groups, it may be considered to be 
eompetitive but internally it is necessarily co-operative. It may be 
that the general spread of moral ideas, in practice, is, so to say, a 
history of the extent to which the field of co-operation had covered 
larger l1.11d larger societies from the larger family groups to the tribal 
group or village; and within the group to a large extent, especially 
where status and ranks were well·defined, co-operative behaviour had 
a very definite place and competitiveness was largely suppressed. 
Because of a certain conjuncture of circumstances, in the modern 
European context, the competitive idea came to the fore and became 
very important. I suggest that even though the competitive idea in 
some of the modern forms may have yielded beneficial results for 
mankind in the recent past it is now becoming more and more of a 
danger and a threat. It is extremely important to remember that 
your basic attitude in life covers really the entire field ot' your ex
istence and of your operations. If the basic attitudes encouraged are 
essentially competitive and consequently aggressive, you cannot ex
pect an individual in a society to exhibit the competitive and aggres
sive spirit only in some respects and become entirely co·operative in 
other respects. This thought in my opinion, needs today the most 
eareful consideration. This is for the world as a whole an extremely 
important and critical juncture, in which the problem of basic atti· 
tudes is of fundamental importance. If you are thinking in terms of 
societies, of nations co-operating together, then the basic attitudes 
of peoples have to be in conformity with this aim all over the world 
and the task of shaping it has to be undertaken at the ground level; 
for, it is only in this manner that you can transform society. Let me 
illustrate with a lowly example. Look at the working of Bugar fac· 
tories in India. You have a problem here of improving the sugar-
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cane, quality and yield, and one of our modern prescriptions is to 
relate the price of sugar-cane to its quality. If you relate the price 
to quality, it is suggested that automatically sugar-cane quality and 
yields will improve. This has been tried in some states by private 
factories though there are difficulties in the way of connecting the 
price with the cane output of each individual. In co-operative sugar 
factories, we think it more appropriate to relate quality to the average 
price paid to member. Because we consider that the sugar factory has 
to bear the responsibility of the improvement of quality of sugar
cane of all members. And this it does as a programme; so that it 
appoints technicians, it has to incur expenses for giving seeds, pesti
cide etc. and to improve the strains of sugar-cane. Of course, even in 
pursuing this programme the sugar factories benefit themselves 
ultimately and may be said to have a profit motive. But the point is 
that the programme really brings up the average of the whole mem-· 
bership of the society and only this can do it. Because when you fix 
the price for quality of the individual supplier you are taking it for 
granted that everybody is in a position to improve by himself; that 
he is in a position to get credit when wanted, to get pesticide when 
wanted and that he has the requisite knowledge and information. 
In fact, this is not so. It is only the better and the more resourceful 
that have these and the higher price operates in the direction of 
giving them more resources and giving relatively less to those in the 
lower order. Now I consider that the essence of the co-operative 
order is this concern with the improvement of the average of the 
whole society, the levelling up of all and not doing it indirectly but 
doing it directly and explicitly as a social responsibility. 

There has been a great contribution made by the competitive spirit 
in terms of innovation and efficiency of the modern technical order. 
However, I would suggest that because of historical developments 
competition today has lost this value. Innovation and efficiency are 
now being built into the structure of industrial operations. Co-opera
tive research on the large scale predominates and efficiency can be 
so objectively measured that it is no longer necessary for the pro
ducer to suffer losses in order to know himself or to make known to 
the public that he is less efficient than others. Therefore the very 
large price that has to be incurred for operating through the com
petitive process need no longer be paid. Innovation and efficiency can 
take care of themselves. On the other hand, I am appalled at and 
greatly concerned with the perspective unfolded by unchecked con
tinuation of aggressiveness and competitiveness in the modern world 
with adv:mcing modern technology. In the old world there were only 
a few millions people living in very large space. The independent 
groups could be hostile towards each other and the natural reaction 
of heaving bricks at strangers could operate without really very 
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much great immediate loss to the world and the humanity as a whole. 
But today with the small world in which we live and the advancing 
-technology, overwhelmingly the most important and immediate pro
gramme appears to me that of curbing the competitive and aggres
sive spirit and of replacing it essentially by the co-operative spirit. 
It is in this respect that I think that we have the opportunity of funda.
mental contribution by way of experimentation on a larger and larger 
scale and establishment practically, in sector after sector of Bome
thing approaching a co-operative order, co-operative economy. More
'Over, in attempting this we will have an opportunity of realising in 
'& practical manner some of the values that we have cherished for 
-centuries. 



THE TASK BEFORE THE ASIAN AGRICULTURAL 
CO-OPERATIVE CONFERENCE· 

THE National Co.operative Union .of India considers itself privileged 
in having the opportunity to act as host to the Third Asian Agricul
tural Co-operative Conference. It was natural that Japan as the moat 
developed country in Asia, both in terms of economic development 
and co.operative coverage, should take the lead in initiating this 
series of Conferences. We feel honoured that our invitation to hold 
the Third Conference in India was accepted by the organisers. 

Problems at two levels 
A conference with this composition and these objectives faces 

problems at two levels. The first set of problems is related to mutual 
trade between countries, most of which are underdeveloped and whose 
economies are still dominated by primary production. At the same 
time, these countries are all keen on achieving rapid economic prog
ress and industrialisation. Both these aspects of their situation orient 
their foreign trade to the industrially advanced countries. It is these 
advanced countries that are the largest markets for specialised prim
ary products and they supply, in the main, the plants, equipment, etc., 
needed by countries in early stages of industrial development. The 
previous colonial stage through which a number of Asian countries 
passed, during the last century, has also influenced the trading pat
tern in this direction. It is, at .the same time, important that this. 
pattern is altered and that with greater development of the economies. 
of Asian countries mutual trade amongst them grows in volume and 
is diversified. The study of how this change can take place and what 
steps could be taken to accelerate it and to direct it properly will be 
an important part of the work of this Conference. 

The process of industrialisation should help the change and should 
be helped by it. As individual countries diversify their economies, 
they will have larger demand for the specialised products of their 
neighbours; at the same time, particularly in the early stages of 
industrialization, the process will be facilitated if the products of 
Asian industry find ready markets in Asian countries. However, in 
considering the future trading pattern in relation to these possible 

• Speech at the Third Asian Agricultural Co-operative Conference held at 
New Delhi in January 1967. 
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developments and in planning for them it will have to be borne in 
mind that the total situation is constantly changing. Whatever the 
differences in the progress of industrialisation in individual countries 
at any point of time, all countries are desirous of progress. Therefore, 
the trading pattern of the future must be conceived in dynamic 
terms and must make provision for continuous progress in industriali
sation on the part of all. Also, this trade pattern and-the resulting 
trade relations must give due attention to both the important related 
objectives. First is the provision for markets for the products of in
dustrialized and industrializing Asian countries. Second, and at least 
equally important, is the provision of markets and more particularly, 
the stabilization of prices of the primary products of those Asian 
countries which continue still to depend, largely on exports of agri
cultural and other primary products. It is only if the mutual obliga
tions of the different countries in both these respects are recognized 
and due provision is made for the continuous progress of all that a 
widely acceptable approach to these set of problems will be established. 

Co-operative OrganizatiO'Yl8 
The other set of problems relate to co-operative organizations, in 

particular, These problems stem from the very uneven development 
of coverage and quality of co-operative organizations in the different 
Asian countries and from the previous occupation of almost the entire 
field by other agencies. The development of trade relations between 
co-operatives of different countries depends crucially on the strength 
of their respective organizations. It is general experience that suc
cessful operations in foreign trade require much greater cohesiveness 
and degree of efficiency among members and officers of co-operative 
organizations than those in internal trade. International trade also 
requires almost equal development of co-operative organizations of 
both the trading countries. In this context, one of the most important 
functions that the Conference can perform is to consider how the 
stronger and the more developed organizations, of one country can 
assist in the strengthening and development of co-operatives in the 
other countries. 

The Conference will also have to deal with another, more intrac
table, problem. This relates to effecting entry of co-operatives in 
areas already occupied by semi-monopolistic organisations of the 
private sector. This occupation is the result of older developments, 
especially those during the colonial era of Asian history. The inter
nationally based strong private organisations, in this field, are natul"~ 
ally hostile to any entry by co-operatives within their preserves and 
try by all means to prevent it. Their action is helped by the so·called 
"free enterprise" slant of a number of national governments, power
fully induced and maintained by certain international forces. It is 
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futile to hope that the strength of co-operative organisations could 
by itself overcome this obstacle at an early date. State policy and 
public enterprises must help, in this regard. A proper distribution 
of the gains of international trade and a fair deal to the agriculturist 
producer could be obtained only through establishment of direct rela
tions between co-operatives of agriculturists in different countries. 
It is hoped that realisation of this basic truth wilI induce govern
ments and public sector enterprises in Asian countries to adopt a 
proper policy and to help actively, by all means at their command, 
this desirable development. 



CO-OPERATIVE TRADE BETWEEN DEVELOPING 
COUNTRIES· 

THE main background feature of the theme of this Conference is the 
peculiar difficulty of developing trade between developing countries 
themselves. By the very nature of the problem as well as because of 
historic developments trade of the developing countries tends to take 
place not so much between themselves as between the developed 
countries and the developing countries. There is no reason why by 
intelligent planning the basic difficulty cannot be solved to some ex
tent. However, one has to realise that in planning, as practised in the 
developing countries at present, planning of foreign trade has proved 
perhaps the most intractable problem. The regulation and develop
ment of the internal economy have succeeded to some extent, but as 
the fOJ;ces governing the direction and development of international 
trade are very strong and beyond the regulatory activity of the 
governments of these countries, it has been found that plans of the 
developing countries have themselves been influenced by the shifting 
direction and pattern of their foreign trade. Any attempt to increase 
the ability of the developing countries to regulate the flow and pattern 
1)£ foreign trade could be successful only through a certain amount 
of co-operation among the developing countries and the developed 
countries. 

Development of Forei{fn, Trruk 
A number of attempts have been made in recent years and were 

made in the immediate post-War period to tackle some aspects of 
this problem. Considerable enthusiasm for commodity agreements 
was evinced in the post-War period, and commodity agreements, 
particularly in order to stabilise the market for primary commodities 
were thought of. In the immediate post-War period, economic think
ing was still consiq,erably influenced by the experience of the depres
sion. However, these early attempts at commodity agreements had 
not much success and the enthusiasm for them has waned. And 
though we did recently, in Geneva, go on a rather broader plane of 
effort and thinking, effective eooOperation amongst the developing 

• Speech at the Third Asian Agricultural Conference, New Delhi, January 28, 
1967. Publillhed in The Co-oporator, February 1, 1967, pp. 5-10. 
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countries and the developed countries in the planning of foreign trade 
has not yet been established. 

I personally believe that some efforts, in this direc~ion of trying 
to plan foreign trade developments, should be made amongst them
selves by the developing countries. I would like, at this stage, to 
point to some problems that are likely to arise in such an attempt. 
I would identify two main objectives of this effort: first the stabili
sation of the market for primary products; and secondly, helping the 
development of the developing countries. You will observe that the 
first objective, viz., the stabilisation of prices of primary products, 
is a basic objective. This objective of stabilisation, of broadening of 
the base of the market for primary products within the developing 
countries could be achieved by efforts in two important directions. 
First, a deliberate attempt by the developing countries to provide 
a market for their neighbours-the other developing countries-to 
the extent that they import primary products: and secondly, fur
nishing similar markets to the extent that their industrial develop
ment acquires a new dimension 8Jld requires additional imports of 
primary products. In relation to the other objective of .helping the 
developing countries to develop, we come up against an extremely 
important aspect of the problem of development which is that of 
providing markets for exports of the growing industries of the deve
loping countries. 

Co.operation in Developing Countries 
One of the most important problems faced by developing countries 

in recent years has been, apart from the adverse movement, in the 
terms of trade of primary products, particularly for the developing 
countries which are emerging into the industrial phase, that of a 
lack of market for exports of their growing industrial products. 
There is, I believe, a good field here for co-operation among the deve
loping countries. But a caveat has to be entered; success in such co
operation requires that the whole process has to be looked on as a 
dynamic process. Planning for development by all meanll that all are 
planning to attain a minimum standard of industrialisation within 
a foreseeable time. Therefore, when we are thinking of mutual ex
change either in primary products or industrial products, we must in 
planning, think of the dynamic processes through which a certain 
degree of specialisation emerges 8Jld trade can develop among the 
developing countries both in terms of primary and in term of ind us
trial products without hampering the progress of development of all. 

This is a-difficult territory in which barring some abstract think
ing you do not get a great deal today. There is no precedent in this 
regard; this is new experience and the problems of both of develop
ment and mutual co·operation in planning development have yet to 
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be tackled. The extent to which they are effectively tackled will de
pend greatly on the extent to which genuine co-operation...can deve
lop, and I believe the co-operatives have a contribution to make in 
this direction. 

Univer8al Co-opera1iv6 Order 
Thi8 leads me to the seeond part of the observations that I want to 

make, the part relating more specifically to the role of co-operatives 
and of this conference. I consider that the role of this conference is 
wide ranging. At the minimum we should, at least, be able to estab
lish contacts with each other. As a number of observers have pointed 
out, if you want to trade, you must know something of each other. 
So this, just establishing contacts as preliminary to trading, is ex
tremely important and we hope we can make a good beginning in 
that direction. I, however, believe myself that the functioning of lIuch 
conference should lead ultimately to the attainment of much wider 
objectives. At -the widest level, I would place the objective as the 
establishment of a "universal co·operative order". No less an objec
tive than the establishment of a universal co-operative order, I con
sider, is the ultimate objective of conferencell like this. So beginning 
with -contacts, we go on to trading which establishes, and more and 
more strengthens, the co-operative organisations within the countries. 
From this, we move, I hope, step by step to our ultimate objective. 
I realise that when one talks in the present context in terms as high 
as this, one is apt to be taken as a dreamer. If you look closely at the 
field of Asian co-operation, it is obvious that we are very far from 
even establishing viable national co-operative organisations in many 
fields in a large number of Asian countrie8. So wherever our internal 
organisations are weak, it may seem too distant to think of something 
of a super-national and universal nature. However, I am always dis
posed to move in this direction because I have found in practical ex
perience that in Co-operation you always have to take a long-term 
view in order to be able to chalk out your programme in meaningful 
terms. 

Co-operation and Stabilization of Economv 
In Co-operation it has been our experience that every step that 

takes us forward leads to our confrontation with problems, bigger 
problems at the next stage. We are, for example, able to create con
ditions for furnishing credit to the cultivators, but if marketing is 
not looked after, the credit-giving effort means credit-giving to the 
trader as well as to the agriculturists. If you begin here and have 
lome success in marketing, that ill, in being able to sell producers' 
goods, you still are at the mercy of private organisations if there are 
no co-operative buyers in the field. So you have to think in terms of 
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who buys within the Co-operative Sector and if you are thinking in 
those terms it is quite obvious you must cover, at best, the entire 
rural sector, because once you are thinking of credit and of market
ing and of buying and distribution, almost every other step in trans
port and trade follows. These stages necessarily have to be covered 
if a co-operative order has to be stable and efficient. 

And here I would urge that more the area that Co-operation 
covers, the more do the benefits from Co-operation accrue to the 
primary producers and to the small producers of all types of industrial 
goods; further, the greater is the extent to which the economy is 
stabilised. I would note that if planning has to go on with stability, 
it requires efficient organisation which can contribute to spreading 
the message of the planners, the target of the planners to the primary 
producers, and organize them in such a manner that they respond; 
at the same time an organisation that conveys to the planners the 
difficulties in the field is equally important and it is only the Co-opera
tive organisation which can do this entire two-fold job. This perhaps 
is a digression. It is not, however, an entirely irrelevant digression. 

Co-operatives and Foreign Trade .. 
In my opinion, at present, the Asian co-operative scene is full of 

imperfections but if progress has to be achieved, it is not enough in 
Asian countries, to look at only one sector or take a limited view re
garding relations with another sector such as that of linking credit 
with marketing. We must take a comprehensive view of the matter 
for, I feel, that if some progress has been made in the last fifteen 
years in the Co-operative Sector in India, in the rural sector, it is 
because initially about 10 or 12 years ago a policy was formulated in 
the most comprehensive terms taking in all aspects of rural develop
ment and such a policy was pursued vigorously by the Planning Com
mission and the Government of India. Starting from a comprehen
sive view what obviously next comes into the picture is the 
connection of plans of development of co-operatives with plans of 
development of international trade. 

In this matter it is quite obvious that the circumstances of the 
different Asian countries differ widely. There are some countries in 
the plans of which foreign trade, specially foreign trade of agricultural 
products, is not so important and therefore planners in these countries 
might neglect these aspects. There are other countries, however, in 
which foreign trade in terms of agricultural products is extremely 
vital for the operation of the national economy. And, therefore, I 
would urge that even those countries in the planning and develop
ment of which foreign trade in agricultural products does not appear 
to be important, must pay a great deal of attention to this aspect of 
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the problem. It has been made clear by a number of writers of papers 
that in thinking of this you must first think of integrated develop
ment within the country itself and that in bringing about such integ
rated development, you must think in terms of possible models. 

Co·operativization and World Competition 
I believe that in this Asian Conference, we must consider ourselves 

fortunate that we have at least one country that is no longer under
developed. In a general sense, every country is still developing. After 
all, even the U.S.A. is keen about its rate of growth. But if you at 
all differentiate between countries as developed and non-developed, 
I suppose one country in this continent, Japan, can be very approp
riately considered as developed. I would draw your attention to 
Japan from another point of view. The Japanese rural economy is,
I believe I am subject to correction-the most co-operativised in the 
world; there is complete operation of co-operatives in credit, in 
marketing, and in all dealings of the farmers' communities with the 
rest of the world. This has happened in Japan, to a larger extent 
than it has happened elsewhere. I believe from this also stems the 
natural al1.xiety of the Japanese co-operators regarding international 
trade. As I just pointed out, once you solve a set of problems, you are 
confronted with another set of problems. If you have complete co
operativisation of the rural economy, then you really are confronted 
with the rest of the world, and here you have to deal with very power
ful international cartels and so forth. So, in dealing with these 
problems of buying advantageously for the rural co-operatives and 
seIling advantageously on behalf of the rural co-operatives, it is only 
a completely integrated development system like the Japanese that 
immediately confronts in a real sense, the problem of international 
trade. To a large extent, Indian co-operatives have been only sort 
of experimenting marginally with problems of international trade. 
They have not confronted them yet. But if the Indian co-operatives or 
any other co-operatives in the Asian countries develop at all, they 
will come to this stage themselves. In a sense, therefore, to us, the 
progress of Japan, specially during the last fifteen years, holds an 
encouraging example in the sense that it shows what can be done. 
It is not equally encouraging if you look carefully into the conditions 
precedent, into the requirements of the achievement, we must then 
admit that a large number of our countries lack the conditions pre
cedent, lack the preliminary requirements of the achievement. 



CO-OPERATIVE EFFORT IN MAHARASHTRA* 

IN writing about the development of Co-operative effort in Maha 
rashtra and the success achieved by it, in some directions, it woul( 
be useful to begin with the historical background. The core of Maha 
rashtra Co-operation derives from developments in the erstwhil, 
Bombay Province. Co-operation in Bombay Province was fortunau 
in having attracted from the beginning attention of notable publi, 
leaders from different walks of life. The first Chairman of the Ape, 
Bank was Sir Vithaldas Thakarsey and G. K. Gokhale was a membe] 
of the first Board of Directors of the Bank. In Maharashtra G. K 
Devdhar devoted his energies largely to the establishment of rura 
co-operative societies in early stages and N. C. Kelkar was a Chair· 
man of the Poona District Co-operative Bank. Leaders of the stand· 
ing of Shri B. V. Jadhav and Prof. V. G. Kale took keen interest i~ 
co-operative activity. There were also notable local leaders lilte SanE 
of Barsi and Tarkunde of Saswad. The tradition established by thesE 
and others like them was maintained in subsequent decades. Thif 
tradition gave a special turn to the situation in Bombay. Whereas, 
for example, in the Punjab the development of co-operative organi
sations was largely connected with names of notable registrars, i~ 
Bombay Presidency the initiative and leadership rested, u, a largE 
extent, with non-officials. 

The credit organisations were first u, be established and have been 
important always. The District Banks and, particularly, the Apex 
State Bank have undertaken responsibility of guiding co-operative 
developments in the State. In this connection, it is natural u, note 
the contribution of Shri Vaikunthbhai Mehta during the period be
fore independence. As the Managing Director of the .Provincial Co
operative Bank he was at the centre of things and his personality left 
an indelible impression on current and future developments. During 
his time, the Provincial Bank acted also as a District Bank in many 
areas and consequently he kept in close touch with primary societies 
of workers in the field. The tradition of economy and integrity and 
fairness tha! he built up has been invaluable. Another contribution 

• Souvenir, Maharashtra Educational and Cultural Society, New Delhi, on the 
occasion of its anniversary celebrations, Decetnber 1968. 
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of Vaikunthbhai was to build up the staff of the apex institution and 
to contribute to the training and building up of staff of District 
Banks. This differentiated the Bombay Co-operative banking system 
from that of other States. The Bombay system was almost never 
dependent for management on borrowed departmental hands. This 
feature gave a unique strength to the operation of the system in 
subsequent years. Vaikunthbhai combined in a unique measure in
sistence on business-like operations with large-hearted sympathy in 
dealing with societies and members in difficulties. This was exemplified 
by the manner in which he handled the situation in depression years. 
As a result of his operations, even though the depression led to failure 
of some District Banks, the Co-operative Credit system in the pro
vince as a whole did not suffer a set-back as in many other provinces. 
Vaikunthbhai was a sound theoretician and always ready to experi
ment. He contributed in a considerable measure to the thinking out 
of the new policy in relation to Land Reforms and adjustment to 
debts etc. tried out by the Congress Ministry in 1937 and after. 

The tradition of Vaikunthbhai was continued on an enlarged basis 
with new opportunities opened up by Independence. The crucial initial 
step take~ by Bombay co-operators in this period was connected with 
their instant reaction to the Report of Sub-Committee on Agricultural 
Finance appointed by the Government of India (1945-46). This Com
mittee had recommended that Agricultural Credit Corporations for 
financing of creditworthy agriculturist borrowers be established in 
each State, except in those States where co-operative organisations 
were ready to take up the responsibility and to reorganise themselves 
for this end. The Bombay co-operators took up the challenge and 
expressed their readiness to take up the responsibility and bring 
about reorganisation. The resulting reorganisation of the structure 
of the Board of the Provincial Co-operative Bank and the policies 
evolved by the new Board heralded the beginning of the post-war 
series of developments in India. 

The reconstructed Board, soon after its establishment, introduced 
the concept of the crop loan as a measure for implementing the policy 
of financing of creditworthy borrowers and continuously elaborated 
and implemented it in larger and larger spheres. It can be claimed 
without exaggeration that the later programme of action evolved by 
the Rural Credit Survey Committee of the Reserve Bank of India for 
development of Indian co-operation was based on experience of the 
Bombay Provincial Co-operative Bank during the years 1948 to 1953. 
Another extremely important step taken by the Bombay apex bank 
was to establish District Central Banks in every District where they 
did not then exist. This was considered a bold step at the time because 
many thought that District leaders would not command sufficient 
confidence locally and eould not be entrusted with the running of these 
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organisations. The results have proved how these fears were fals 
and how, in fact, the establishment of District Central Banks was 
necessary step forward in the development of co-operativ 
organisation. 

Another notable development in Maharashtra Co-operation tha 
took place soon after . independence was the experiment with th 
establishment of sugarco-operatives_ It was fortunate that the firs 
Sugar Co-operative established for itself, through a series of sma: 
steps, a pattern of organisation and procedures of work which wer 
well adapted to the situation in rural Maharashtra and which, there 
fore, afforded a model which could be readily copied in other areas 
These developments gave a confidence and strength to the Maha 
rashtra movement which made it possible for it to progress vel': 
rapidly indeed after 1955-56. One of the most notable achievement 
of the last decade has been the rapid development of Land Develop 
ment Banking. Land Mortgage Banks had progressed rapidly in th 
Southern States buf had not done well in Maharashtra. Under th 
leadership of Shri Bhau Saheb Hire, Land Development bankinl 
underwent a transformation and the new idea of rural debenture; 
was successfully established very quickly. Land Development bank 
ing in Maharashtra has since progressed 80 well that Maharashtrl 
counts among the leading States in this respect today. The strengtl 
of co-operative was exemplified in another way by the rapidity witl 
which it was able to absorb new areas and lead the transformatiol 
in them. The most notable instance was the progress recorded in th~ 
Marathwada districts in the field of banking, marketing and pro 
cessing during the decade after 1956. The ability of the Apex Co 
operative Bank to lend trained hands to Marathwada institutions wal 
an important factor in this. 

The integrated character of the co-operative organisation was con 
tinuously emphasised by their well-knit leadership. The Apex BanI 
established an Industrial Commission which has been a pioneer ir 
undertaking such large new experimenta as the Sangli Groundnu1 
Complex or the Kolhapur Co-operative Engineering Society. It alse 
helped the Federal Marketing Society in the very large venture whid 
it undertook in recent years. The successful carrying out of mono· 
poly procurement over the whole State by Maharashtra State Market. 
ing Federation has been a notable achievement of Maharashtra Co. 
operators. One of the principles established in this experiment was 
the wholly integrated character of the co-operative sector. The integ. 
ration was both vertical and horizontal. Vertically, at the top it was 
the State Marketing Federation Society that took the entire res
ponsibility of'" all procurement operations throughout the State. But 
the actual work was carried through the all"encies of the local co
operatives at the Taluka and Primary levels. The horizontal integra-
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tion was seen in the part played by the Apex Co-operative Bank and 
the District Banks- in the financing of these vast operations. This 
integrated character has been kept up and developed through the 
device of Annual Conferences. These began first as conferences of 
District Bank Chairman and Managers and the Registrar and his 
staff for planning the coming year's programmes at the Apex Bank. 
This was followed by the Land Development Bank and the Market
ing Federation having similar conferences. Moreover, not only did the 
annual conferences in each sector take place simultaneously in 
Bombay but also joint sessions of all of them were held to discuss 
common problems. To sum up, that the initiative has always lain 
with non-official leaders, that they have shown readiness to experi
mentand have always acted closely together to give strength to each 
other and maintained the integrated character of the co-operative 
sector have been the chief characteristics of recent development in . 
Maharashtra. And the leadership that has done this has not been con
fined to a few at the top but has spread throughout the area, though 
in varying proportions, and has been available at all levels-the Dis
trict, the Taluk and the village. 

This is not to say that the Maharashtra Co-operative Developments 
have reached perfection or have not a large number of gaps and 
blemishes in them. The gaps are obvious in many fields. The coverage 
of marketing both in areas and commodities is not yet full. The link
age of marketing with credit is not everywhere established. Banking, 
both short-term and development, does not yet reach the weaker 
strata in rural society. Developments of processing, apart from those 
in sugar and perhaps in cotton are yet to grow. The consumer move
ment is yet undeveloped. Also, with rapid growth and some prosperity 
a number of defects have crept in. The old standards of integrity 
and rectitude are not observed in all cases and the spirit of co-operat
ing with organisations in other fields or with common organisations 
in the same field is not as evident as it should be. But these are essent
ially defects that flow out of rapid developments and affluence. It is 
hoped that with the strong traditions that Maharashtra Co-operative 
leadership has built up it will be able to deal effectively with these 
and other problems as they arille. 



CO-OPERATIVE TRAI~ING AND EDUCATION. 

I CONFESS that I was confronted with some difficulties in preparing 
the inaugural address. I recognise that I have been asked to inaugu
rate the Conference in my capacity as Deputy Chairman of the 
Planning Commission. I cannot. at the same time. forget that I am 
Chairman of the Committee for Co-operative Training which has 
convened this Conference and that. in that capacity. I should begin 
with welcoming all who have kindly responded to our invitation. I 
had some difficulty also in deciding upon the subject of the inaugural 
address. This Conference is composed essentially of experts, most of 
whom know a great deal more about the subjects to be discussed at 
the Conference than I do. Instead, therefore, of attempting an inade
quate anticipati,on of later discussion, I decided to provide a back
ground for it. This I attempt through reviewing the past and present 
situations and pointing to some significant relationships of these to 
the problems that the Conference wilI be called upon to discuss. 

The programme of education and training for constituents of any 
sector must be designed in relation to the characteristics of the struc
ture and operation of that sector. The structure and organization of 
the co-operative sector in India is peculiar in many ways. During 
British rule, the co-operative movement was initiated and nurtured 
by officials and developed according to official policy. It has been 
aptly described as having been a Registrars' Movement. Modern 
developments may be said to date from reports of two Committees 
set up in 1945. Forces set in motion after the reports of these Com
mittees were reviewed by the Rural Credit Survey Committee of the 
Reserve Bank of India and its recommendations became the basis of 
official policy from 1955 onwards. Even in the Registrars' era there 
were marked differences in the strength of the movement from State 
to State and in some of its characteristics. The States that appear to 
have a fuller co-operative development today were also in the lead in 
the twenties and thirties. The Bombay and Madras Presidencies and 
the Punjab had relatively better showing even then. In the Punjab, -

• Inaugural speech delivered at the All-India Conference on Co-operative 
Training and Education, Bangalore, 25th July, 1969. 
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the Registrars' influence was at the strongest, the strength of the 
primaries was notable, while non-official leadership at higher levels 
was not equally strong. The reverse was the case in Bombay and 
Madras. The non-official leadership at District and State levels, 
particularly, at the State level was stronger and somewhat self. 
reliant in these States and the Registrars' influence was not as all 
pervading as elsewhere. By contrast, the resources and the strength 
of the primaries were not as impressive as in the Punjab. These 
historical features are noteworthy because to a large extent their in
fluence is to be seen in the situation as it developed in later years. 
The hold of the Registrars on the movement has been loosened in the 
Punjab and strong leadership at the State level has been emerging 
in recent years, but the main strength of the co-operative structure 
still is derived from the strength of the Punjab primaries. In Maha
rashtra, Gujarat and Tamil Nadu the non-official leadership at the 
State and the District levels has further strengthened itself, and has, 
in many respects, showed initiative and innovating ability but the 
primaries in these States still remain relatively weak. On the other 
hand, in a number of important States even the legislative frame
work has_ not changed materially during the last three decades and 
the Registrars and other officials not only control the operation of 
co-operative institutions to a large extent but, in many instances, 
continue formally to be their heads. It happens that the development 
of co-operative organisations has lagged behind in these States. 

The situation as it developed in the pre-independence era has been 
materially modified during the last twenty years. Firstly, the control 
of and dependence on official agency of co-operative organisations 
has been diminished, in a large or small measure, varying from State 
to State. In part, this has been the result of changes in legislation but, 
to a larger extent, through changes in attitudes and practice. In 
particular, where non-official leadership has been vigorous, promo
tional activity has been substantially taken over by it and the role 
of the Registrar became mainly that of inspection, audit and super
vision. Also, in many instances the staff of co-operative organisations, 
even in the higher ranks, is no longer taken on loan from the depart
ment. However, the transition has taken place unevenly and only in 
a few States to a significant extent. 

During the sarne period two new features have emerged, both of 
which are related to the progress of planned economic development 
of the country. The major change is the adoption by the State of the 
co-operatives as an agency in plans of development, especially in the 
rural areas and the acceptance of this position by co-operative leader
ship. In 1945, this acceptance by co-operatives was not general. The 
beginning was made with the reorganisation of the co-operative bank
ing system in Bombay for the purpose. Acceptance by Government 
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of the recommendations of the Rural Credit Survey (R.C.S.) Com
mittee based on Bombay experience completed the change. It also led 
to the other feature of State partnership in a variety of co-operative 
organisations. When the State contributed substantially towards 
share capital of an organisation and gave aid in other ways, its repre
sentation on the Board and power to give advice regarding policy 
had to be accepted. This aspect became even more prominent with 

. co-operatives taking up specific responsibility of carrying out certain 
objectives of State policy such as, for example, providing credit to 
all creditworthy agriculturists or procuring grain from cultivators. 
It may be noted that official direction stemming from the old era of 
a Registrars' Movement is significantly different from that arising 
out of State partnership or undertaking responsibilities under the 
Plan. The latter is fully compatible with a largely self-reliant and 
autonomous co-operative sector. In actual experience co-operatives 
as agencies of planned development have proved most successful in 
States where they are the most self-reliant. At the same time, these 
developments during the period of planning have certainly led to 
organisation of the co-operative sector away from the ordinary 
western voluntaristic model. 

Another aspect of the historical development of the co-operative 
structure in India and its later linking with planning is the organisa
tion in terms of area. As co-operation was initiated as Government 
policy mainly to deal with problem of agricultural indebtedness, the 
movement was sought to be established through provincial Govern
ments allover the country. It followed that the organisation of the 
official agency promoting and supervising the movement was pat
terned on the established administrative areas of the country from 
the village to the province. When later, co-operative institutions at 
the primary level began to come together in unions or higher federa
tions it was natural to adopt for this purpose also the administrative 
areas. Thus beginning with credit and banking, the area organisa
tions were based on village, tehsil or taluk, the District and the State 
and this was followed in the other sectors when they developed. 

In a sense, linking of co-operative developments with planning has 
reinforced the earlier trend. The State is concerned .with planning 
and promoting economic development equally in all areas and parts 
of the country. With co-operatives being adopted as a general agency 
for development effort the establishment of a co-operative system in 
all parts becomes incumbent and with, largely centralised planning, 
the pattern sought to be established becomes uniform over all areas. 
The consequence which follows the adoption of this approach is the 
tendency to rely on programmes more or less conceived in the abstract 
or based on particular experience and to extend them somewhat 
mechanicaJIy all over the country. The programme evolved as a result 
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of the recommendations of the Rural Credit Survey Committee was, 
for example, highly practical. However, even that programme was 
based essentially on experience in a few areas and States and the 
subsequent somewhat sterile and time-consuming controversy over 
large and small-sized societies emphasised the widespread tendency 
. to advocate specific models rather than deliberately to encourage ex
perimentation to suit specific areas and circumstances. It is true that 
in a deliberate effort to force the pace of development some standard
isation of approaches becomes inevitable. However, experience em
phasises that given acceptance of general objectives and certain 
values in the application of methods, it would be desirable to en
courage adaptability to local situations in order to achieve the best 
results. Moreover, if we believe in the democratic gospel that dis
persed, diversified effort gives greater scope to innovating ability 
and is in the long run beneficial as to both the quality and pace of 
progress, it appears necessary to allow for this adequately in all 
plans. This concept has direct connection with education and training 
because it underscores the need in training and education to move 
as far as possible away from the stereotype and to encourage appre
ciation of particular situations and ability to adjust and to adapt. 

Tbe:present situation regarding co-operative education and train
ing is closely related to historical developments. Education, according 
to the definition of original co-operative principles, is an "important 
responsibility of each co-operative organisation. However, as co
operative societies in India. were established on official initiative or 
direction, the acceptance of the obligation to educate those concerned 
with the operation of the society which happened naturally with pro
moters of voluntarily formed organizations could not and did not 
find a place in the Indian structure. Further, because the co-operative 
structure, till recently, waS almost entirely composed of small village 
primaries with very small resources of their own and the organisa
tions at the District or the State level were also not very strong or 
self-reliant, the obligation to educate, instead of being accepted as a 
responsibility of each society towards its members, patrons and 
officials was watered down to that of making some contribution to a 
joint educational effort. In common with the general pattern of other 
development, education and training for co-operatives and co
operators thus became a centrally organised activity which, in some 
part was financed by contributions of co-operatives and, to a large 
extent, through official grants. In the circumstances, co-operative 
education was identified with only some aspects of training and 
education and neglected other important ones. Training became an 
activity related to the running of societies and the supervision of the 
network of these societies by official staff. In a number of instances, 
a variety of experiments were made in order to give a semblance of 
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voluntariness and self-help to some of these arrangements for super
vision and training. In some cases, there were unions, such as, for 
audit and, in others, the co-operative unions at the State level formed 
for purposes of education and training were also entrusted formally 
with some supervisory functions. In all instances, these devices very 
thinly concealed the real situation that whether, directly or indirectly, 
it was official personnel sustained by Government resources which, 
in the main, ran and supervised the co-operative organisation. 
Naturally, bulk of effort was spent in training of the staff of the 
department responsible directly or indirectly for the conduct of so
cieties and their audit inspection or supervision. 

At the primary level, the village societies, large majority of which 
were financially weak, could not afford paid staff. As a result, the 
intermediate inspecting and supervisory staff which was, directly or 
indirectly, in Government employ was the most important operative 
element in the co-operative structure. It was this which was catered 
for mainly by such training facilities as were made available. Provi
sion was also made in some States for training at a higher i.e., the 
officer level of the department. 

The next step forward came in the early fifties which quickened 
development of'the co-operative banking structure of, some States 
and with the emergence of the Reserve Bank of India as a leader in 
the field. The Reserve Bank taking over the small collegiate institu
tion started by the Bombay Provincial Co.operative Union, establish
ed for the first time a training centre f(]l: the supervisory administ
rative staff. The First Five-Year Plan also made a provision of rupees 
ten lakhs for development of co-operative training and education. 
As a result of the acceptance of the recommendations of the Com
mittee of Direction of RUral Credit Survey of the Reserve Bank of 
India, the beginnings made by the Reserve Bank in which the Central 
Ministry of Agriculture had earlier begun to collaborate were elabo
rated in a system which has since grown further. Basically, the 
system remains as conceived of 15 years ago with a national institute 
at the top, a number of intermediate colleges and junior centres in 
the Stateil and District level arrangements for training of the lower 
staff. Two important developments have to be noticed in this connec
tion. One iii the proliferation of a number of short-term specialised 
courses connected with these institutions in addition to the general
ised courses, the other which has so far emerged only in the case of 
national management institute viz., training for businesll managers. 

These developments have gone hand in hand with developments 
within the ~co-operative structure itself. A couple of decades ago, 
barring some exceptional organisations, the main work of the con
duct of co-operative organisation at the higher level was sustained 
by what was easentially departmental staff. Therefore, training was 
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oriented towards training of personnel connected with the co·opera
tive department and only in a minor way with employees of co-opera
tive institutions. The main emphasis of the Reserve Bank of India 
college was on training personnel of the administrative department. 
This was natural because in· most cases the promotional as well as 
the supervisory aspects were looked after by .the administrative per
sonnel, and the conduct of all important institutions was with officers 
drawn fr{)m the same administrative service on deputation for rela
tively short-terms. Therefore, the training in the recently elaborated 
structure for the intermediate and supervisory personnel was still 
concerned with members of staff of administrative departments. Of 
the total of 9,208 officers trained in the Intermediate Officers' Course 
upto 1966·67 as many as 7,902 were departmental officers, the cor
responding figures for the course in co-operative marketing were 
2,251 and 1,857. 

A number of consequences followed. Firstly, the extent of special
isation in trairiing could not be carried far. This for two reasons. 
The staff deputed by a department would not stay for long with a 
particular .organisation or even particular types of organisations. 
Where ina minority of cases the institutions had begun to depend 
on their--own employees for management services the financial strength 
of institutions rarely permitted them either to give adequate salaries 
to attract right kind of persons or to maintain reserves which would 
enable them to depute persons for training. Therefore, the predomin
ance of departmental or administrative staff in training institutions 
continued and the extent of specialisation was limited. It is only dur
ing the last ten years that in some States there has been sufficient 
development in the field of banking, marketing and processing and 
lastly, to some extent in consumer stores which is gradually changing 
the situation referred to above. There are now, particularly in the co
operative banking structure, a large number of institutions which 
are in a position to pay fairly adequate salaries and to build up 
managerial staff of their own. Even so, in a large number of States 
the practice of borrowing management personnel at the highest level 
from the department has not ceased even though the institutions 
could afford to build their own service. 

It is interesting, in this connection, to notice that the Rural Credit 
Survey Report contains a recommendation that State Governments 
should institute a co-{)perative technical service of specialised staff 
who could be deputed to serve in institutions above the. rural base. 
At the time the Rural Credit Survey Committee reported, it did not 
appear feasible that organisations in the co-operative sector would 
build up their own cadres. The Committee also realised tha! general
ist administrators of the departments would not be able to cope with 
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the special problems of management that would arise with develop
ment of varied co-operative activity contemplated by the Committee. 
The suggestion was, therefore, made that as Government still has to 
supply managerial personnel, it should build up cadres of specialised 
managers for different types of activity. To my knowledge, this sug
gestion was not accepted by any State. 

Of recent years, it has been suggested that Apex institutions in 
each sector should organise State cadres for management personnel 
at various levels in co-operative institutions in that sector. The 
National Co-operative Development Corporation has expressed will
ingness to give special assistance in cases where efforts are made in 
this direction in any sector in a State. Even this concept, however, 
has not yet caught on. Some difficulties are experienced in obtaining 
general acceptance of the concept of a cadre or pool of officers of this 
type, in any co-operative sector. The difficulties arise chiefly from the 
independent operation of each individual institution at particular 
levels. The district institutions, for example, are apt to have suspicions 
regarding limitations on their independence arising out of having key 
management personnel of their -institutions belonging to a cadre 
which is under control of the apex. Experience has shown that insti
tions are often much more willing to borrow officers belonging to the 
service of the apex institution even for long terms as managers or 
accountants but not willing to enter into a permanent arrangement 
of a cadre type. Whatever that be, in all States where co-operative 
institutions have grown in size and variety, it is necessary to provide 
for management personnel on a more satisfactory basis either jointly 
through a cadre or through a pool of loanable officers maintained by 
the apex. Training in the future would then have to look more to 
those managing specialised co-operative business institutions rather 
than to administrative personnel shuttling to and fro between 
administrative jobs and jobs as manager on deputation. This is not 
to suggest that for a long time to come, administrative officers will 
not continue to have importance or that they may not require train
ing or serve as managers_ It would, in fact, be always useful to give 
officers some experience of work as managers of co-operative business 
institutions. Only the present distribution must change and emphasis 
shifted to training management personnel of co-operative business 
institutions. 

So far attention has been confined to aspects of co-operative train
ing. This is because for the major part it is only co-operative training 
for whick mainly arrangements are made in India. Education, 
properly 80 called, is more concerned not with the employees and 
management personnel of co-operative societies but with members 
and the general public. This essential aspect of co-operative education 
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which is at the centre of effort in most countries has so far been al
most completely neglected in India, and even such effort made does 
not appear to have been fully thought out. In most countries, co-ope
rative education is a responsibility of each society towards its mem
bers to be discharged directly by the society itself. In India. because 
the societies were not in origin voluntaristic organisations, co
operative education was identified with co-operative propaganda of 
official or honorary organisers for persuading people to become 
members of a society. From time to time, some effort has been made 
for education of members of managing committees or even of the 
body of members at large in some instances. In recent years, a pro
gramme of membership education has been more elaborately planned. 
It seems to me, however, that the matter requires thinking as regards 
both objectives and methods. We should be clear in our minds as to 
why we desire to undertake education of members of eo-operatives. 
It has been often pointed out that a co-operative organisation has 
.a dual role to- play. It is a business organisation. At the same time, 
it is an organisation which avows a social philosophy and serves a 
social purpose. Training for the efficient conduct of business is a -
matter primarily for employees and .managers. There is no doubt 
that. members also should know - be aware of - some implications 
of efficient conduct of business. In early eo-operative principles, for 
example, cash trading was elevated to the rank of primary co-opera
tive principle as in the early struggling consumer eo-operative move
ment this was essential discipline to be accepted by members. It is 
obvious, however, that the education of members has to be oriented 
to different objectives and aims. Members have to become aware of 
the needed discipline for the efficient conduct of the co-operative busi
ness organisation but they have to be, even more importantly, made 
aware of the social objectives and purposes of eo-operative organisa
tions and the pattern of behaviour expected of members so that their 
organisations adequately fulfil the social purpose. It appears that such 
@ucation of members can appropriately be carried out only, or at
least chiefly, in the context of the actual operation of their organi
sation and that the place of such applied teaching cannot be taken 
by teaching of abstract eo-operative principles. There is no doubt 
that in the very long run co-operatives believe that an efficiently run 
co-operative organisation will secure optimum results for all con
eerned. It is where, however, the long run operations of the orga
nisation as a whole and the short-term interest of individual members 
appear to be in conflict that the need for education is specially 
important. Take for example, the oft discussed concept of loyalty. 
Conflicts in relation to loyalty arise when the immediate interest of 
an individual appears to suffer from following a pattern of behaviour 
which being member of a society enjoins on him. This can happen in 
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a variety of contexts. The commission agent may, in particular in
stances, appear to offer easier terms and higher prices. A commercial 
bank may offer softer loans. In a particular year, making gur instead 
of selling sugar-cane to the co-operative factory may appear advan
tageous. In each such instance, the direction of educative effort is 
obvious. It has to point to the long-run effects of the absence of the 
co-operative group and organisation. It has to emphasise the totslity 
of gains in transactions with a society over a number of years as 
against the terms and conditions of a specific type of bargain at a 
point of time. It is only when such education in a concrete manner 
is undertaken, preferably by the society itself, on appropriate occa
sions, that co-operative education may become effective and 
meaningful. 

Or take another aspect. The emphasis of the co-operative agency 
on looking specially after the interests of the weaker members. The 
need for looking specially after the weaker members within a co
operative group arises from the concept of group solidarity and wel
fare. Co-operation is a form of organisation adopted by those who . 

- believe in the social and economic advantages of mutual effort and 
this implies an obligation on those who are relatively well-off within 
the group to as!,ist specially those not so well-off by adjustment of 
policies and procedures within the co-operative activity. Co-operative 
effort has no meaning if individual members are not prepared to give 
weight to considerations of group solidarity and welfare. 

Open membership acquires a special significance in the context of 
Indian planning. When the State entrusts the responsibility of carry
ing out a certain policy e.g., that of providing credit to all within 
a given category to the co-operatives, the co-operative agency has the 
obligation to serve all falling within that category. The co-operative 
cannot then exercise the right to exclude people from membership 
at will. It is in this context that factionalism in the operation of co
operatives in India is specially undesirable. For, it brings into ques
tion the claim of co-operatives to serve as instruments of national 
economic policy. 

The claim of co-operatives has important implications not only for 
behaviour and policies of individual members and societies but also 
for relationships between different sectors of co-operativeactivity. A 
programme of fully co-operativising the rural economy can be imple
mented only through establishment of close relationship between 
various sectors such as productive, credit, marketing and processing. 
As the draft Fourth Plan points out the co-operatives can play an 
important rQle in price stabilisation if the co-operative marketing and 
co-operative distributive system works in close co-ordination. I 
consider it to be the main function of co-operative education to bring 
out fully all such implications of the existing situation and future 
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planned developments and see that they are understood by members 
and leaders of co-operatives at various levels and influence their 
behaviour and operations_ Such educative effort will have to be under
taken at various levels in an integrated manner_ There is increasing 
awareness that the co-operatives must work together as a system; 
and the planning of educational effort should help progress in this 
direction. In this context it may be useful to draw attention to the 
following paragraph of the draft Fourth Plan (1969-74.) 

"Co-operatives have been recognised as appropriate agencies of 
national policy as their operations are expected to be informed with 
a social purpose. It is important to ensure that co-operative organisa
tions fully recognise this responsibility. It has atleast two important 
aspects. First is that of functioning as democratic· organisations and 
the second that of specially attending to the needs of the weaker 
among their members_ The first can be and is in part ensured through 
provisions embodied in the constitution of organisations and through 
insisting on open membership. The second is a matter of policy and 
procedures. These are often found inappropriate. It is part of the 
responsibility of the federal units in the co-operative system to look 
to these aspects and supply correctives where necessary. If they fail 
in this, Government may have to intervene." 

It is·:not my intention to enter into a discussion of how to meet the 
requirements set out above. My aim was to draw attention to two 
aspects which I consider very important in this context; firstly the 
need of thinking out fully the objectives of co-operative education 
and secondly, to urge that this be undertaken as far as possible by 
the societies themselves and carried out in the context of their actual 
operation. 

I assume that the ultimate aim of co-operators in India is to build 
up an integrated system which fully covers all aspects of at least the 
rural economy and which is recognised within its sphere as the chief 
agency of national socio-economic policy; we also desire that such a 
system, while working under an appropriate legislative framework 
and subserving policies endorsed by the people, will yet be essentially 
self-reliant and autonomous. All our plans of training and education 
must be oriented towards this goal. As of today, we are nowhere near 
the objective even in anyone State and as to educational effort, we 
are still woefully dependent on support of the State. Notionally, co
operative organisations run educational institutions but abject finan
cial dependence is incompatible with significant degree of autonomy 
and we must strive continuously to reach much greater financial self
reliance in this effort. 

My main purpose in describing at some length the evolution of the 
co-operative structure and its present uneven development was t() 
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highlight the dilemma that faces planners of co-operative education 
and training. I have just suggested that we must plan for a future 
which is nowhere near attainment today. The dilemma is this; while 
the planning effort is necessarily oriented to the future, present acti
vity must have some relevance to the present situation. I have drawn 
attention to three types of broad situations above. 

In the first instance, there are States in which, for the major part, 
co-operative institutions are undeveloped and the organisational 
structure is still fully dominated by officials. In these conditions, the 
initial problem is to bring about a change in organisation and struc
ture. The rehabilitation of the primaries, the adoption of a viable base 
so that at least a fair number of primaries are able to afford paid 
secretaries, is the first step. Side by side, the District banks must 
undertake supervisory functions through own staff and establish a 
living connection with the revitalised primaries. As long as the exist
ing situation continues, training activity in these States will remain 
confined to the training of administrative personnel and management 
cannot become specialised and one cannot hope for self-sustained, 
self-initiated movement of diverse types of co-operative institutions 
of any size. The other situation is an intermediate situation where 
the co-operativ~ institutions at the primary level are not completely 
bound down and there is considerable growth at the district and apex 
levels but dependence still continues on deputed departmental officers 
for important managerial posts. Here the next step needed is that for 
the institutions' even at some risk to begin building up their oWn 
managerial service. In this connection, the concept of cadre becomes 
important because ability of an individual isolated institution to 
attract the right kind of men, is limited. The formation of pool or 
cadre of one sort or another thus becomes an essential element in the 
transition to greater self-reliance in relation to management person
nel of co-operative institutions. This is also a requirement of the third 
stage. In this type of situation, you have a considerably varied deve
lopment of strong co-operative organisations-who have recruited their 
own managerial staff and depend little, if at all, on borrowed depart
mental personnel. 

It is mainly in the last type that the transition to specialised train
ing of employees of co-operatives at various levels, including the top 
management, can be thought of and attempts made to tackle problems 
of co-operative education discussed above. However, any all-India 
system must serve all States. Thus, while some forward looking 
developments have to be made urgently, adequate attention must be 
paid to reqiiirements of the older types. Education and training can
not thus be thought of in isolation but has to be related to program
mes of development of the co-operative structure itself. While it must 
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be recognised that the situation is mixed, the approach must be 
dynamic; so that training and education while catering for all can 
act also as important influences in transforming the situation in the 
desired directions. 

I have great pleasure in inaugurating this All India Conference 
on Co-operative Training and Education. 



VALEDICTORY ADDRESS AT THE SPECIAL PROGRAMME 
FOR UNIVERSITY TEACHERS IN CO-OPERATION· 

Friends, 

As the Director has just said it is not unusual for me to be with the 
members of the faculty and participants in course of this Institute. 
As a matter of fact, it has, I suppose, become somewhat of a six
monthly routine. So I shall not say the usual things expected about 
welcome and in a sense I technically challenge the right of the 
Director to welcome me here! Therefore, without wasting more time, 
I shall go on to do what the Director has asked me to do i.e., to place 
a few thoughts before you in relation to Co-operation as a field of 
academic study in India. 

I am addressing participants in a course on teaching co-operation, 
a course in which the participants are academicians themselves and 
can consider co-operation as a branch of the broad field of social 
science studies. What in fact is Co-operation? What do we want to 
teach about it? This could be best answered by referring to what 
special features co-operative activity or if I am to use a more gene
ralised term the "Co-operative System" exhibits. 

To this the usual answer is made by referring to the co-operative 
principles. We have the Rochdale Principles, we have the reformula. 
tion of the principles very recently by an International Commission. 
I begin by suggesting that in the present context and especially in 
the Indian context, this is not adequate. That the reference to prin
ciples as originally formulated or as reformulated, does not really 
give enough guidance as· to the nature of the phenomena that you 
want to study and that, in the developing Indian context in particular, 
you want to look a little more' closely into the matter. For example, 
do these principles exhibit the structure and the organisation or are 
they anything more than operational directives? Some of them are no 
more than rules of business, some are rules or indications regarding 
activities that could be undertaken, some relate to the manner in 
which the organisation could be conducted. On close examination you 
will find they are (a) operational and (b) related essentially to an 
individual Gl'ganisation . 

• Delivered at Poona on the 6th November, 1969, and published in Co-oper.t;tJ6 
In'O'I'f1IGti... Bulletin, Vaikunth Mehta National Institute of Co-operative 
Management, Poona, January, 1970, pp. 3-6. 
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It is true that the pioneers of co-operation in the era particularly 
before 1848 were thinking in terms of revolutionising society. How
ever, this was no more than a vague and distant ideal; they were 
thinking immediately only in terms of forming a co-operative shop 
()r artisans' group. At this early stage no attempt could be made to 
.give the aspiration anything like a concrete shape. And later it hap
pened in European Co-operation that the greater the success in the 
.spread of movement, the less became the height of the aspiration and 
the less was the intensity of what you might call theoretical formula
tion. Even if we consider the areas where co-operation had largest 
.successes, where the coverage by co-operation had been considerable, 
or it had played a large part in the economy, even there we find that 
the practical success had not led to what you might call larger visions 
-or to philosophizing. 

I will give you, as illustrations, two or three instances. Perhaps 
-more than anywhere else the rural economy is completely co-opera
tivised in Japan in terms of production credit, in terms of marketing, 
in terms of rural distribution. The accomplishment of this has not 
led to any distinctive definition of socio·economic characteristics of 
'cO-Operative organisation or of the pattern of co-operative behaviour 
.and. e~en more curiously for Japan, it has not led to the entry of 
the rural co-operatives with their large funds into the other sectors 
-of the economy. So that, there has been no thinking of a larger cover
.age by co-operatives, a larger impregnation of economic life by essen
tially co-operative practices or approach. In Israel again you have 
co-operation covering a very large part not only of the rural economy 
but a very considerable part of industry especially artisans and you 
llave, the new departure of building, contracting activities on some
thing like a national scale. Here the peculiarity is that the develop
ments in fact make you wonder whether they are co·operatives 
-strictly speaking. The Israelies themselves call it not "co-operative 
-economy" but "labour economy"; because it is really the trade union 
organisations, calling themselves co-operatives in another context, 
that conduct most of these activities. Still further, in Yugoslavia you 
have perhaps a bolder experimentation in relation to labour parti
-cipation in co-operation than elsewhere. But that experimentation 
'Was dependent on the initial nationalisation and socialisation of all 
the means of production and co-operativisation was merely the form 
given to the manner in which these nationalised means of production 
-were exploited by formation of separate trust units. In Western 
Europe, few look at any theory which seeks to cover co-operative 
activity as a whole and the only general formulation you will find, is 
the one stemming from the pioneer era of consumer co-operation. 
'This is the contention that the consumer co-operative form takes 
'Precedence over all others and is the directing interest and motive 
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:(orce in bringing about a social and economic transformation. Even 
this concept, however, was never worked out fully or pursued con
cretely. 

In a sense what has happened in Western Europe is natural; there 
is lack of interest in philosophizing because co-operation has been 
looked upon as a specialised form of economic organisation within 
a total private capitalistic economy. It is recognised that advantages 
flow in terms of co-operative organisation in certain sectors and 
activities and in relation to those sectors and activities co-operative 
organisation is advocated and established. But there is no deliberate 
intent even to think in terms of social transformation through con
tinuously widening co-operative activity. 

You will note that I am stating implicitly that in India, when we 
are thinking of the place of Co-operation in our social and economic 
life, we are thinking in terms of social transformation. We think of 
co-operativisation and when we think of the extension of co-operative 
activity we are in fact thinking in terms of considerable economic 
changes. In fact there is a greater coverage of various forms of co
operative activity simultaneously in India and greater attempt to 
cover every kind of activity and a greater theoretical integration of 
those activities than perhaps anywhere else. This makes it necessary 
to give attention to this problem of what is it that we find character
istic of the co-operative approach, the co-operative type of socio
economic organisation and how and in what terms we can project its 
possibilities in the future. 

We usually distinguish between the co-operative and the public and 
the private sector. I want it to be noted that in fact there is no dif
ferentiation, so to say between the co-operative and the private 
sectors. In a mixed economy, co-operation assumes the pre-existence 
of the private sector. It is the private households, private establish
ments, private workers, private farmers that come together in co
operative organisations. In fact without independent private entities 
in operation, there would be no co-operative organisation at all. 
Because there are these farmers, independent a,rtisans, transport 
workers or whoever you have, because all these want to organise 
themselves for pursuit of particular economic activities that they 
join in and form the co-operatives. If you want to distinguish, this 
should be done not as between the co-operative and private in general 
but as between the corporate private and the corporate co-operative. 
The co-operative is a corporate form of organisation of private in
dividuals or entrepreneurs or labourers and so on. In presenting 
national income accounts we distinguish between the unincorporated 
businesses aiid the corporate business. It is the unincorporated that 
constitutes the individualistic private sector. Some of these in
dividualistic units may organise themselves into co-operatives. S() 
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CG-Qperation is a form of corporate organisation. What distinguishes 
it from the other forms of corporate organisations is that co-opera. 
tive corporate organisations can theoretically be themselves consider
ed as being integrated into a system. In private corporate organisa
tion each individual corporation is a separate entity. They may be 
interlinked through alliances, mergers, understandings or they may 
for certain purposes join together into associations but basically each 
unit or corporation remains independent. On the other hand, co
operative businesses can be organised together in one wholly integ
rated system. You can think of a system in which is included every 
co-operative activity; the primaries are first federalised for each 
sector and then the federated sectors are joined together in an integ
rated co-operative net work. 

This feature of a possible integration of all co-operative organisa
tions into a system makes it necessary to examine co·operative acti
vity from two points of view. The usual way of looking at co-opera
tive activity is that in relation to an individual corporate organisation. 
This is important particularly at the level of the primary organisa
tion. But when you begin to think of the operation of an organisation 
at a federal secondary level or apex level, you will find that the con
siderations bearing on these operations have become complex because 
of the federal structure. Here you have to pay attention to character· 
istics or requirements not only of the individual organisation 'but 
also of the system. Thus in a system of co-operative banking and 
Cftdit the apex bank in a State cannot be looked on as an individual 
organisation pursuing its own ends but will also have to be thought 
of as the head of a system of credit and banking whose needs it must 
satisfy and to whom it must provide leadership. Thus, when you go 
on to think of the co-operative system, the problems of operation of 
organisation in the federal link become much more complex than 
those of a single unit of economic operation. And for a large number 
of problems it is much more important to know how the system as 
a whole will operate. This means that your approach to the study of 
co-operative operations will have to be different from that to the 
study of free market units. 

I may next draw your attention to some points in relation to ope
ration of co-operative organisations and of co·operative principles. 
The need of giving attention to sociological or administrative factors 
is now felt even in studying problems connected with the manage
ment of private enterprise. There is considerable literature on how 
managers behave. Careful study is now made of considerations other 
than those of simple economic optimisation. The corporate structure 
is taken into account and the socio-economic urges or compulsions 
lIl"ising out of the manner in which managers are appointed and pro
moted are given importance. The approach that is appropriate to the 
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study of management of private corporations is even more relevant 
to the study of the operation of co-operatives. In the case of even a 
single primary organisation such as a co-operative processing factory 
the objectives are varied and thinking in terms of simple economic 
optimisation would mislead. A multiplicity of economic aims may be 
in view and a number of social objectives also. The co-operative struc
ture and its operations have their peculiarities and sociological con
siderations acquire weight in a study of operations and inter-relations 
of members, the Boards of Directors, the technical staff, workers etc. 
This is a field which has been little cultivated so far. 

Another point that you might well consider in some depth is the 
concept of economic democracy as incorporated in co-operative or
ganisations. The concept of economic democracy is expressed in co
operative principles through the rule 'one man one vote'. This rule 
operating in a primary organisation does away with the differentia
tion between the rich and the poor and the strong and the weak. 
However, you have to look into its possible reactions in two ways. 
Firstly, what are the implications of the rule for the composition of 
a co-operative organisation. It is often said that the larger and the 
richer farmers do not become members of a primary credit society 
because they think that their needs will not be well served. I remem
ber in the early days of formation of co-operative sugar factories in 
Maharashtra we had to do some unorthodox things in order to over
come the fear arising out of the 'one man one vote' rule amongst 
the most substantial farmers. Therefore, at one level of operation 
it may well happen that the 'one man one vote' rule keeps away some 
elements from joining the co-operatives. Even in a country like 
England membership of consumer stores has not spread beyond a 
certain class. The 'one man one vote' rule also comes up with other 
problems, especially where you want to get organisations from dif
ferent sectors joining together or different types of members in one 
organisation. For example, there is the problem of making labourers 
in a co-operative sugar factory members of the factory. The sugar
cane farmers who have brought the factory into being are naturally 
apprehensive of the results of open membership for labourers whose 
numbers may be very large. In the same way when two different 
types of organisations join together the joint bodies of management 
they set up cannot be organised on the simple economic democracy 
principle. The set-up has necessarily to be a matter of negotiation 
and agreement. 

As arising out of this, there is the other question of the importance 
of capital as a resource. In the case of a small primary organisation 
like a shop, the emphasis is on low cost operation and sharing of sur
plus rather than on capital formation. But as you go on increasing in 
size and complexity in co-operative organisations, the need to build 
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up capital resources becomes urgent. A longer time span, say 5 years 
or 20 years, has to be taken into account and the service charges or 
:pricing has to pay attention to the needs of capital formation. Does 
it then happen that co-operative principles make any difference to the 
1!chemes of capitalisation or capital accumulation that the co-opera
tives will have to devise? Ignoring the importance of capital is thus 
.only a directive for type of business behaviour in the original small 
primary organisations and cannot be considered as a principal char
.acteristic of the co-operative system. 

I will end by referring to the problems of weaker sections of the 
-rommunity. We always say that Co-operation is prescribed largely 
for the weaker sections. It is usually the weak that combine together 
to form a co-operative. Each primary co-operative organisation is an 
organisation of its members so that within members the stronger 
exercise some restraint on their own demands, so that the organisa
tion is able to serve the weak also. But I wonder whether a co-opera
tive society can legitimately spend its resources on a purpose which 
is not within its byelaws just to serve the cause of the poor and the 
weak. It ill an organisation for certain category of people whose needs 
it seeks to serve. But if we think of Co-operation as a means of pro
viding' economic welfare of the weaker sections of the community, 
we will have surely to think in terms of the federal units at higher 
level and of the system as a whole. In the context of planned economy, 
it is the business of the Co-operatives to do something for the weak. 
We are talking here of Co-operation as an instrument of planned 
-economy. So long as we are thinking of Co-operation in terms of 
primary level or separate units we do not go far enough. We have to 
think in terms of the Co-operative System, in terms of social respon
sibility, in terms of redistribution ultimately of the gains and profits 
-within the total system. Thus there is considerable need for modi
fication of the older ideas and for thinking in terms not of the unit 
merely at the organisational level but of the possibilities of the system 
~ a whole. It is only when we do so, we shall be able to fulfil all sorts 
of expectations that have been aroused by the progress of Co-opera
tioD. We have to think and decide how best the co-operative system 
-can achieve the larger goals. 

I am sure I shall get considerable amount of help from my younger 
colleagues in the Universities in the solution of these problems. 



VALEDICTORY ADDRESS DELIVERED AT THE CONFERENCE 
OF THE CHAIRMEN AND CHIEF EXECUTIVE OFFICERS OF 
THE STATE CO-OPERATIVE MARKETING FEDERATIONS. 

Mr. Chairman and Friends, , 

I CONSIDER attending a meeting of co-operatives as not so much a task 
but almost as a sort of relief from the other type of work that I am 
doing. I like going back to the type of pursuits that I had been used 
to all the time before the thread was broken by my last 2" years' 
official assignment. So, when I was asked to talk here this evening I 
agreed in spite of indifferent health though I said I would not be able 
to talk for a lo~g time. , ' • 

The question arose before me of the subject that I could talk about, 
I have been given the papers which had been circulated as the 
agenda for thi!\ conference and therefore knew the subjects that 
you may discuss. To treat those subjects either in some detail or ill 
some important aspects in a short talk would, I thought, be difficult 
because you would have been discussing them in this conference for 
a couple of days and all the participants have given so much thought 
to them that it was very unlikely that I would be able to Bay in a short 
space of time anything that would be useful to you. Further" 
more, on one of the crucial questions there were incorporated in your 
agenda my views which I had an opportunity of expressing earlier in 
a more direct manner. There was no point in trying to repeat them. 
I would, therefore, speak on the general situation as co-operators face 
it in the total socio-economic context of the country and what appears 
to me to be the deeper problems to which co-operative leaders s)lch 
as those assembled round the table today should address themselveS: 

I suppose, everybody would agree that co-operators and co-opera.
tive prganisations find themselves in a rather peculiar' position today. 
In some ways, it is quite a critical situation. It arises out of both our 
achievements and our failings. In those areas where co.operation h~ 
not been able to establish a firm primary or local base, its effective~ 
ness as an instrument of planned development is challenged, and 
there is naturally a great deal of criticism. There is great deal of 
scepticism 1IP0ut the attempt to continue with the Government policy 
declaring co-operation as the agency in general for achieving develop-

• Delivered on 18th April, 1970, at New Delhi. and published in Tit_ M,,"~ 
.. asht .. " Co-operative Quarlerlll. July, 1970, pp. 1-6. 
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ment. But even in areas where it has succeeded, the very success has 
brought forth public reactions of a variety of types. One of them of 
these being that co-operation has not been able to give direction to 
social movements of the type that might be expected from it. That is, 
whereas co-operation has succeeded among those Btrata who have 
benefited from the general development programmes, co-operative 
activity has not been able to lift up those for whom the general deve
lopment programmes of Government assistance were not suitable or 
whom they did not reach. Now this is a challenge to which you can 
l'P.act in a number of ways. I remember in an earlier setting when 
eo-operators and officials at the co-operative level, were considering 
eo-operation as an instrument of helping the weaker sections. In my 
capacity as holder of offices in many co-operative institutions, I insist
ed that co-operation could be an instrument of helping Government 
policy but in areas where Government policy itself did not help the 
weaker sections or had not started development plans for the weaker 
sections, co-operatives could not accomplish the work. Co-operatives 
have not the resources or personnel for the needed research, money 
and material to bring about a transformation that even official policy 
had faile!l: to bring about. I still maintain this position. I consider 
that. bringing about an elimination of disparity in growth and in
equalities is primarily a function of planned development. In this, 
however, the planners and the officials can legitimately expect the 
eo-operators to play a part, i.e., they should be able to rely more on 
the co-operative sector accepting voluntarily social aims and being 
able to curb their desire for profits and put a part of their resources 
in achieving social aims. That they would do it more than the private 
sector is a legitimate expectation; but that co-operatives by them
selves would be able to bring a transformation is, I think, too much 
to expect. But this is a digression. I have merely to point out that our 
situation is critical. 

We are under attack in those cases where we were successful be
cause we have not covered the whole ground. Where we have not been 
successful, the nature of attsck is obvious. Further developments, 
which are more recent, also increase our difficulties, e.g., the nationa
lisation of the banking sector to a large extent and general extension 
(If public sector in trading and other spheres. This is an appropriate 
trend for which there is general backing of the people at large. Only 
it creates some difficulties of adjustment for the co-operators. 
Vis-a-vis the private sector, the co-operators had asked for protection 
sometimes. They ask for preferences sometimes. Also when there are 
lluestions of collaboration, i.e., co-operatives working in the same 
field with the private sector organisations, it is possible for co
operators to suggest that safeguards are necessary in such joint effort 
as they are working under officially inspired rules. When the same 
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thing happens, let us say with the public sector agencies or the govern
mental departments or autonomous corporations set up officially or 
let us say nationalised banks, the position gets changed. Quite obvi
ously, it would be said that these are as much public 'controlled as 
any other organisation and they are being developed in terms of 
policy by public decisions. At the same time, as we found when dis
cussing the extremely intricate problems of joining together co
operative effort with the work of the nationalised banks, you cannot 
possibly ignore a set of problems that arise out of (1) the general 
structural and organisational private sector base of these banks and 
(2) the large difference in areas and modes of operation. A number 
of problems come in. I am saying, in effect, that the situation of the 
co-operator is slightly worsening in this context because he cannot 
expect to get, automatically, from the Government and officials, the 
sympathy that he could expect when he was complaining against the 
private sector. 

The next point in relation to this critical situation to which I draw 
attention is that if we really have to retain the position and continue 
with the progress that we have made during the last 15 or 20 years, 
we must pay much more attention than we have paid so far to a total 
progressive effort. The total effort, in my opinion, is important. Why 
I say this is because I believe that the pOSition of co-operation in the 
Indian context is extremely peculiar. There are very few parallels 
in other countries to this position and there is, barring the working
of individual organisations, very little that we can learn either from 
the thinking or working of co-operatives in other countries. The two 
main aspects of the peculiarity of Indian co-operation are that on the 
one hand co-operation is looked upon as the co-operative organisation 
of society and as an ultimate socio-economic aim. This you will find 
not done in any other country. Japan has one of the widest and most 
integrated rural co-operative systems but the Japanese never talk of 
co-operative aims and 'co-operative ideology in the manner we talk 
about them. Israel has, in another context, a highly co-operative' 
system. The Israelis do not talk in the way we talk about co.operative 
commonwealths, about co-operative society, whatever it is, so this is 
a very peculiar feature. That there is an enormous agreement in India 
amongst all public parties and opinion leaders that a co-operative 
form of organisation is specially suited to our circumstances and 
possibly to our genius, is almost taken for granted. This being taken 
for granted, there is the other expectation which is the operative 
expectation that the co-operative organisation will in fact serve as 
the agency of transformation, that they will be efficient development 
agencies and by their speed, a long-term socio-economic transforma
tion will come about. This, you will see, places co-operatives and co
operators in a special, if you may call it, in a privileged position. If 
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you so term it, it is also a very difficult position because what is ex
pected of them frankly if I may say so, is much beyond their present 
powers; and yet the expectation is there, and the peculiarity of the 
situation is this that in spite of the experience of the last 15 years, 
in spite of the clear recognition that over large parts of the country, 
over large areas, co-operative prescriptions and programmes have 
almost failed, you will find, in socio-economic thinking today, no alter
native to co-operatives. 

When. we wrote the Rural Credit Survey Committee Report in 1954, 
we found that only 30% of total rural borrowing was from co-opera
tives. If co-operation which had subsisted for 50 years, had done so 
little, we in India had to confess that co-operation had failed and yet 
co-operation was the only hope. Few disagree with this. Take the latest 
report on rural credit which talks of a multi-agency approach. You 
will find the proposals are essentially transitional. The report does 
not think in terms of other agencies, as all being necessarily rooted 
in rural society and subsisting for all times. There is no new multi
agency amalgam of political, social or economic structure that is be
ing prescribed. Multi-agency, as before, is a transitional arrangement 
helping to make the transition to a fuller co-operativisation possible. 
So the t;O-Operators have really to think out the future in this context. 
To some extent, they may derive comfort from the fact that no alter
natives can be seen. So the general aim of co-operativisation will 
persist. However, unless they really do something and prove that this 
particular belief, faith, you may so call it, of Indian-leaders and the 
public in co-operation is increasingly justified, it may be too much to 
expect that it will last for all time. 

What you have to do is really to think in terms of a system. That 
is what I call the peculiarity of the Indian situation. In all other 
countries, the thinking is about individual co-operative organisations. 
Your principles are thought about as how to work individual co-opera
tive societies. There is no real deep thinking in either organisational, 
the operational or the theoretical problems of co-operation when it 
embraces a society. In the Indian context when you are expected to 
cover the whole of rural society with a co-operative network, it is not 
as much the organisational problems of the individual society, it is 
the organisational, operational and theoretical problems of the total 
structure, what I call a system, that are important. Unless we build 
a co-operative system which is viable and operational, successfully, 
we cannot match the national expectations. We have to do this and 
we have to concentrate our attention on doing this. And in doing 
this, therefore, we have to think in terms of the effort that is neces
sary which must be national and also cover all sectors of rural econo
mic life. I am deliberately saying rural economic life because the 
expectations in urban areas are not much and the prospect is less 
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hopeful than in rural areas. Unless you are able to cover all sectors 
of rural life, unless you are able to show significant results in all 
parts of the country, this will not help. I emphasise all parts of the 
country. When you are talking in terms of official policy, you have 
to look to the country as a whole. In the earlier days we could live 
on hopes. But if for 15 years after the launching of an integrated c0-

operative policy there is not success in many parts of the country you 
have to meet the argument. "It may have succeeded in, say, Maha
rashtra, but it does not elsewhere". You are just helpless against an 
argument of that sort. This is something that has to be proved on 
the ground in all parts and unless we are able to prove on the ground, 
we shall not be able really to convince. 

The essentials of what I call a system are really its possibility of 
working in an integrated fashion at all centres and at all levels. One 
of the first times I concretised the notion of the co-operative system 
was when I was discussing with the Chief Minister and some other 
Ministers of Maharashtra the early evolution of monopoly procure
ment system. Even though I had nothing to do with the State Market
ing Federation and was merely participating as an economist and 
as an important person in the co-operatives, I emphasised that if an 
integrated monopoly procurement system has to succeed, then you 
must entrust the co-operators as a whole and the co-operators must 
build an integrated system. I said that if you really entrusted it to 
a co-operative system, then it should be possible for the Maharashtra 
Co-operative Bank to raise the resources required. The Bank will 
not come to the Government if finance is required to be raised for the 
purpose. Then the marketing and the credit systems worked together 
and pay offices were opened near and facilities were made available 
at purchasing points and accounting was done in both ways, to 
achieve prompt payment, satisfactory accounting, etc. If it is a sys
tem, all the sectors must come together. In a system, federal problems 
must also be worked out. We must insist that the monopolist, in this 
case the State Marketing Federation in the marketing system, must 
allow the lower units to share the profits to the largest extent possible. 
The Marketing Federation should keep its share as low as possible so 
that the small units get the largest benefit and the federation chooses 
its representatives from the primary societies and gives all training 
and all help. This is concretisation of the working of the system. In 
the large, a system has more complexities than illustrated above. It 
will become necessary to work out the details in each context. How
ever, what I feel to be the crux of the matter is the attitude, the 
attitude appropriate to working a co-operative organisation in a co
operative system. 

The attitude appropriate to private sector operation is that of in
dividualistic aggressiveness. Each individual is aggressive, each unit 
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of organisation is aggressive. You go on thinking of dominating the 
field and the bigger you are, the more profits you have, the more 
successful you are considered. On the other hand, you cannot work a 
co-operative system unless you consider the interests of others 
equally as of yourself, of the other members of the system or the 
organisations at various levels or in various sectors. So if you are the 
federal apex, you must look to the interest of the primaries as much 
as of your own. If you are federal apex talking to another federal 
apex, then both the sectors should have equal opportunity of playing 
their part. Now this I am afraid is not clear today. We have to be 
able to make much more general the attitudes that are appropriate to 
a successful working of a co-operative system. The Maharashtra 
State Co-operative Bank, right from the beginning, had followed the 
practice of not raising the dividend whatever their profits were. I 
remember of pressures, with district banks as the main shareholders, 
to raise the dividend when the profits were high. But at the same 
time the Maharashtra State Co-operative Bank utilised its reserves 
and resources for promoting and conserving co-operative effort at all 
levels so that the shareholders and the credit organisations realised 
that the higher resources of the Bank were being utilised for the 
benefit-of the whole system. 

I would like the leaders to give much more attention than has been 
possible so far to this basic problem of building up a viable co-opera
tive system of rural economy allover the country and what it in
volves in terms of practical operations. I am ellsentially an academic
ian and teacher but there is I hope also enough practical experience 
to my credit. I go all along with pragmatism but with pragmatism 
which is governed by formulation of general guidelines based on 
principles; in the absence of an appropriate appreciation of ,future 
direction mere pragmatism may lead you anywhere. 

Non--ojJicial LeaderBhip 
The last point to which I would draw your attention is still the very 

great paucity in India in most areas of real leadership both at the 
local and national levels. -Unless we are able to bring into existence 
leadership of very much greater size and improved quality, we shall 
not go very far in the direction which I am pointing out. This is im-~ 
portant because there is overdependence on official innovation and 
official direction in areas where local leadership is not available which 
means practically in most States. Apart from the attitude of the in
dividual official it is really too much to expect from the officials who 
are holders of temporary positions and who are anonymous a fully 
responsible long-term view. If a non-official has been Chairman for 
some time, he is often held responsible even in future years for what 
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happens to the organisation. I have been blamed for failure of a con
cern which failed years after I ceased to be the Chairman. I do not 
complain because on balance one often gets credit for the things you 
have not done. On the ordinary non-official worker, thete is this pres
sure of public comment or censure, if he is responsible. There is this 
pressure and there is also the desire to maintain continuity. Such 
forces cannot operate on the transitory officer. 

We should take to heart very much the lesson of the failure of the 
effort in 1965 at building the consumer movement in this country. 
This was done overnight. This was completely at the official level. 
This was done in spite of the fact that people like me went on saying 
that this was not essentially co-operative and would prove inoperative. 
Today the co-operators are getting all the discredit for the consumer 
movement's failure. Officials who put up the whole show are not there. 
Most probably, they got good confidential remarks at that time. But 
remember, this official innovation, official promotion is inevitable, 
unless you take its place. If there are no people to take the place of 
the officials, the officials must shoulder the burden. 

There is today a crisis. Something has to be done about it. Existing 
co-operative organisation and thought cannot serve our purpose. We 
must put forth,the type of leadership, the type of thinking and also 
determine the direction which we really want in the future. I am 
afraid that unless we do this the blind faith in the co-operatives 
which is still persisting in the Indian public opinion may not be re
tained some years after. 



ROLE OF CO-OPERATION IN PLANNED DEVELOPMENT" 

MAy I first thank the authorities of the ICA for having invited me 
to deliver an address on this occasion? May I in the second instance 
assure the audience that I am not going to deliver anything like an 
address. I realize that everybody has been here for more than one 
and a quarter hours already and has listened to a considerable dis
quisition on the Co-operative Movement. It would be unfair on my 
part if I abuse the invitation that has been extended to me and pro
ceed to inflict another address on this very distinguished and patient 
audience. The course that I shall therefore take is a sort of a tabloid 
of what might be called an address i.e., an attempt at making sum
mary points that could perhaps be elaborated in a lengthier address. 
The subTect I was asked to talk about is "Co.operation and National 
Development". It is a very vast area, and in a way, I am not com
petent to speak on any but a limited field within that area, and that 
field I would define as the field of the role of co-operation as an in
strument, or agency, in planned national development in under
developed countries. In this regard I would necessarily draw almost 
entirely upon the Indian experience. I plead guilty in not having any 
real and intimate knowledge of co-operative development and opera
tions in other countries. 

You will see that the basic question that arises when you con
sider - co-operative organisation: as an agency or instrument of 
planned development - is two fold : 

(a) Why should governments want to use co-operative organisa
tions as an agency? 

(b) Why should co.operators wish to allow themselves to be used 
as an agency? 

It is from these two points of view that one has to look at this 
question. I take it that one can answer the first part in roughly the 
following manner. Planned development - especially in a country 
which is' under-developed having a dispersed rural population and 
small-scale production units - , is faced with the very important 

• Address delivered on the occasion of the 48th International Co-operative 
Day, observed by The International Co-operative Alliance, Regional Office and 
Education Centre for South-East Asia, New Delhi, July 4, 1970. 
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problem or organising the small producers, the small customers and 
the dispersed households so as to raise the scale of their activities 
to serve as an agency through which planning objectives, operations 
and information are passed on to the people on the one hand, and on 
the other, to communicate the reactions of the population to the Plan. 
It is extremely important to have such intermediary organisations 
and it is quite obvious that in an under.developed country a success
ful Co-operative Movement, and organisations of the co-operative 
type serve this purpose ideally and are therefore naturalIy preferred 
by governments. 

The preference of co-operators has not always been distinctly ex
pressed. I remember - in the early 40s for example, before Independ
ence, there was a lot of talk about planning, and keen debates among 
co-operative leaders in India as to whether co-operators should offer 
their organisations as agencies or instruments for planned develop
ment operations. The basic objection was quite clear. It was that 
you gave up your voluntary character if you became with whatever 
safeguards an instrument of governmental policy. In a number of 
respects the purely voluntary character of the Co-operative Move· 
ment was ne.cessarily lost. For example, take membership. If you 
were an agent or instrument of government policy then you could 
not arbitrarily limit entrance to certain people. Again, if you said 
that you were going to supply credit to all creditworthy agricul. 
turists, then once you accepted that obligation, alI those who were 
included in the definition of creditworthy agriculturists had to be 
admitted, and consequently there was a specific limitation to your 
discretion in admitting members. There are a considerable number of 
modifications of the older co-operative type of pattern of the Co· 
operative Movement. In the under-developed areas where the new co· 
operatives are struggling, you have to ensure certain government 
assistance and certain privileges may have to be extended. However, 
with these privileges you must accept certain obligations. Therefore, 
if you accept obligations and assistance you necessarily also accept 
supervision up to a point, because government has the responsibility 
to see that the purpose for which it uses the co-operatives is properly 
fulfilled. A variety of modifications of the structure therefore become 
necessary. As I said, in the early days - I am talking about the early 
40s, there was a quite considerable difference of opinion in India as 
to whether co-operators should offer themselves as agencies in this 
effort. But with the advent of Independence and Planning this was 
forgottell; it was brushed aside. New leaders came in with a definite 
stand on this. I remember that the first step we took, for example in 
the then state of Bombay, was the re-organisation, of the credit move
ment, and of the entire banking structure in order to fulfil the govern. 
ment obligation. As a result of a Committee Report, the government 
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offered certain privileges, and assistance if the Co-operative Move
ment undertook to finance all creditworthy agriculturists and this 
involved a fair amout of re-organisation which was alien to co-opera
tive principles, but was a reorganisation which we accepted not as 
arising out of any immediate problem of the Co-operative Movement 
but as arising out of the acceptance of the obligation to subserve the 
government aim. In this I identify the government aim as a popular 
aim or a highly desirable aim. Now this is a basic question. I think 
Chaudhary Brahm Perkash's concern is quite right. You do become 
a part of the organisation. After all there are different ways of look
ing at any society which is alive, and growing and which keeps on 
growing and in which changes are peacefully brought about. One way 
of looking at it is, that the society is so rotten - rotten to the core, 
that nothing except a revolution can save it. 

Now as far as I can see, co-operators have never been revolution
aries and they never could be revolutionaries because they are always 
running a business organisation, so that whether you are a co
operator in the U.S.A. or a co-operator in the U.S.S.R., you a.re 
working wit.hin a framework. It is an establishment - a different 
kind of an establishment, I suppose if. you are working in Mao's 
China, -where you are also working within an establishment, you are 
working within certain constraints which the society has accepted. 
There are a number of other forces which you can employ for bring
ing about radical changes, but co-operative business can hardly 
operate in this way. Therefore, I am quite sympathetic to the concern 
a live radical like Chaudhary Brahm Perkash may feel towards what 
happens to co-operatives. However, what happens to co-operatives is 
that they operate within a frame. The frame changes. They work in 
a changed frame. Now a number of problems arise once you think in 
terms of some reconciliation between these points of view. That is, 
once you think that the co-operators have accepted their role as an 
agency or instrument of national development. 

I draw your attention only to two or three aspects of this problem. 
One is the aspect of coverage and of continuity. You are wanting to 
be an instrument of national policy. Now government is naturally 
desirous that its policy be effective for the whole of the country. If 
Co-operation is still basically voluntary, in the sense that the estab
lishment of co-operative societies and their operations is largely in 
the hands of non-oflicialleadership, it cannot just be made to order. 
Then a problem arises regarding this coverage. You cannot be sure 
that it will be uniformly effective throughout the country, and this is 
a problem that we in India are facing in the field of credit. 

Some 15 years ago, as a result of a government policy based on a 
report of a Committee, a certain re-organisation of the credit move
ment and the credit and banking structure was attempted. The 
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experience has been that while this has succeeded remarkably in two 
or three States, and as the Chairman remarked, in some States we 
are hopeful about it, in other States, if you are realistic, you will quite 
clearly admit - that the experiment has failed. If this happens, then 
it is quite obvious that the State has to investigate, where the co-opera. 
tive has failed, that some agency must be appointed. It is difficult for 
the co-operators to accept this view. They refuse to accept the facts 
of the case. They still continue to be hopeful that they will be chosen 
as an agency. If they fail, government cannot just sit back. So this 
coverage is an extremely important point. So is the point of con
tinuity. If·· you undertake to supply a continuous service, then the 
efficiency of operation of the co-operative instrument must be main
tained through all time. There are more difficulties. Take for example 
the public sector. In the public sector, government can guarantee 
establishment of agencies, branches, and sub-offices and can guarantee 
continuity up to a point. In the co-operative sector, this becomes 
more difficult. On the other hand, it is quite obvious that motivation
ally the co-operative sector is far superior to the public sector so that 
an efficiently working co-operative is far superior to a public sector 
undertaking. On the other hand, can co-operatives guarantee to func
tion efficiently at all times and in all places? These are some of the 
problems of acting as an agent, but an even larger problem which I 
merely touch here is that of getting co-operatives to work as a system. 

What I have said already will indicate to you that I am not satisfied 
with a patchwork of co-operatives, individual co-operatives here and 
there, co-operatives in a few regions or only in one sector. If you are 
looking at co-operation as an instrument of national development, a 
patchwork sporadically and randomly distributed is not of much 
help in national policy. 

What you want in a national policy is really an organised system 
of co-operative organisations. Even in the rural economy, unless the 
problems of credit, of marketing, or production, and of processing 
are welded togther and some link established with the consumer co
operatives in the urban area, you do not TeaIly get a strong co-opera
tive structure which can be an efficient instrument of national policy. 
Now this is an extremely important point which has not yet been 
fully' appreciated by the Indian co-operative leadership. You find 
therefore that the various sectoral organisations, even if they are 
strong, make very little effort to organise themselves into a system, 
and unless they do, we will not really be able to make an impact that 
will be acj;epted by the public and the government as an ideal instru
ment of this policy. FinaIly, you get back to the old question, the 
question as to whether it is really worth our while as co-operators to 
accept this role_ You will see that it is a very difficult and delicate j 
question to answer. As I said, it is quite obvious that you 10ile your ~ 
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power in certain ways. You restrain your liberties in some ways, you 
accept certain obligations, YOIl accept the supervision of outside 
authority. You do all this. 

Why do you do this at all? Because you feel that in the under
developed conditions of your country, acceptance of these restraints 
will help you to make progress in co-operative organisations all over 
the area much more quickly and you will be able to achieve a more 
satisfactory build-up of the co-operatives than you would if you were 
left only in the purely voluntary state, Because the difficulties ahead 
are so great, you accept this alternative. Now, it is anybody's judge
ment as to whether given these alternatives you can achieve the objec
tive. I believe there are some States in India which can prove that the 
decisions that some of us took 15 or 20 years ago to accept government 
assistance and to accept the character of a government agency were 
not wrong. Equally, there are other States which seem to prove that, 
it has not helped. Now whether, in those areas where it has not helped 
it is because the basic conditions are unfavourable or whether it is 
because of some other reasons is a. matter which I cannot really talk 
about. I wDuld not be dogmatic. I would not even go so far as to say 
that, though this is a decision in which I was personally involved, that 
it was:aIways right or the right answer. I would say that this is a 
matter for judgement. 

You have to see what the basic co-operative values are and you 
have to decide whether these basic co-operative values have been 
realised, whether they have been fully realised or whether only to 
some extent and also whether you would have been possibly worse off, 
with your whole state of organisation weaker, more disjointed and 
the co-operative spirit less in evidence than if you had acted other
wise. Tliis is a large question on which history may give a judgement 
which is more authoritative than the sort of biased judgements that 
we who have been involved in the process can give today. 



PART III 

CO-OPERATION IN SUGAR INDUSTRY 



PEASANT-OWNED SUGAR FACTORY IN BOMBAY STATE. 

A Unique Experiment in Co-operative Enterprise 

SoME idea of the historical background will be found instructive in 
assessing the effort made by cultivators to form the Sugar Co-opera
tive Society at Loni in the Ahmednagar District of Bombay State. 
Before the canals were constructed the region in which the area of 
the Society falls was dependent entirely on seasonal monsoon rains, 
and was a region of somewhat large holdings, a predominantly dry 
cropping system of cereals and oil seeds, and was subject to periodic 
failures of rains. The construction of the canals made possible a trans
formation in conditions of agricultural production. However, the local 
peasantry had neither the knowledge nor the resources to bring about 
the transformation; and no steps were taken by Government towards 
developing local agriculture or industry beyond constructing the canals 
and their distributaries. The beginning of irrigated agriculture, 
especially sugarcane farming, had, therefore, to be made by immigrant 
agriculturists from neighbouring districts acquainted with irrigated 
farming. The local agriculturists were slow to follow the example of 
the immigrants and were, in a number of cases, content to give lands 
on long leases to them, on what appeared to be, very favourable 
rentals. Sugarcane farming made considerable progress in the area 
in the boom following the end of the first world war, but the break in 
gur prices in the later twenties brought this progress to an end and 
even brought about some retrogression. Because of this conjuncture 
of circumstances Government found that water was not taken for 
irrigation as freely and rapidly as it had hoped and expected, and the 
income from water charges continued low. Following the recommen
dations of a Committee which examined this question Government 
decided to invite sugar factories to establish themselves in the region 
by grant of special concessions. The special concessions offered by 
Government coincided with the grant of protection to the sugar in
dustry and this entirely changed the course of economic development 
of the region. Gur prices also picked up after 1935 and the region and 
the sugarcane farmers in it experienced continuously growing pros
perity. The local peasantry, to the extent that it had learnt sugarcane 
farming by now, shared in this prosperity; but not to the extent as 

• Indian Labour Gazette, May 1952, pp. 913-922. 
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some of the immigrant farmers who had come early, acquired large 
lands and accumulated considerable capital resources or the sugar 
factories who had benefited enormously from the concessions and the 
very favourable times brought in by war and post-war years. The 
local peasantry had also greatly suffered from the violent fluctuations 
in gur prices for the past 30 years. They were thus convinced that a 
co-operative sugar factory which would assure to them a continuous 
market for the Bugarcane they grew, at an even level of prices from 
year to year, was essential for their exploiting fully the benefits of 
their region having been irrigated. There was also another possible 
motive at the back of the movement for the establishment of a co
operative sugar factory. There was a feeling that the establishment 
of the factory may result in obtaining extension of area under canal 
irrigation and concessions in irrigation rules similar to those enjoyed 
by the sugar factory. In this respect, however, bitter disappointment 
was to be experienced by the promoters of the factory_ 

The first move towards the establishment of the factory was made 
in a Conference of Irrigators in the tract which adopted a resolution 
in favour of sponsoring attempts to establish co-operative sugar fac
tories in the region. The actual steps were, however, taken only in 
1947, when leading cultivator-co-operators of the particular area, in 
discussion with officers of the Bombay Provincial Co-operative Bank, 
formulated a tentative scheme and began to collect deposits towards 
share capital. A sum of nearly Rs. 2 lakhs wall collected in a sh()l.l't 
time, but not much progress could be made without a formal registra
tion of the Society. This was found possible only towards the begin
ning of 1949. In March of that year the Society was registered and as 
provided in the bye-laws, the first Board of Management far the So
ciety was nominated by the Registrar for the first three years after 
consulting the promoters and the Bombay Provincial Co-operative 
Bank. As soon as the Society was formally registered the Managing 
Direct()l.l' who holds a central pOllition in the constitution and working 
of the Society and a Chief Engineer were appointed and efforts to 
acquire suitable lands and machinery for the factory were set on foot. 
Initially, efforts were made to acquilre a second hand plant to enable 
production being started in 1950-51 if possible. No such suitable plant 
was available; in the meanwhile, there emerged the possibility of 

, acquiring a new "SKODA" plant of 450 tons capacity, which was 
approximately the size of plant required by the Society. An order was 
placed immediately for this. Devaluation came in just before the order 
was finally accepted and this involved some increase in the cost of 
machinery; but the order was finally placed and machin~ry, whose 
despatch was specially expedited, began to arrive in IndIa towards 
the beginning of May 1950. All the machinery reached the factory's 
site in June 1950, during which month the foundation stone of the 



l>EASAN'l'-OWNED SUGAR FACTOR)' IN BOMBAY STATE 205 

factory building was laid. The erection of the machinery and the 
building of the factory together with the layout of roads,temporary 
quarters, etc. were taken immediately in hand and after remarkabI;y 
rapid progress, the first bag of sugar was maunfactured in the last 
week of December 1950. The total production during the season 
1950-51 was 37,000 bags of sugar. In the season 1951-52 the factory 
started operations towards the end of November and will, it is anti
cipated, carry on till about the middle of May; the total production 
during the season is expected to exceed 65,000 bags of sugar. 

The region in which the Society is located is the region under com
mand of the Pravara Canals System (District Ahmednagar, Bombay 
State). The area of operation of the factory has been defined as a 
number of contiguous villages - 39 in number - watered by certain 
distributaries of the Pravara right and left bank canals. The area is 
somewhat large and the factory is in extreme cases as far as ten miles 
away from the sugarcane fields of members. The bulk of the sugar
cane crop of members, however, falls within four miles of the factory. 
The Society has two classes of members - producer members and 
non-producer members. The producer members are all growers of 
sugarcane with a minimum of one acre under sugarcane within the 
area Of the factory. Each producer member, with his application for 
shares, also signed a form of contract by which he bound himself to 
grow sugarcane according to the directions of the Board of Manage
ment and to deliver all the sugarcane grown by him to the factory for 
being manufactured into sugar at prices fixed by the Board of 
Management. Under the bye-laws, the Board of Management has also 
further general powers for directing proper cultivation by members 
and powers over their general agricultural activity and the disposal 
of crops by them. 

The class of non-producer members was introduced to provide for 
membership by Co-operative Societies, and was thought of initially, 
as a possible way of obtaining the needed share capital from outside 
the class of cultivators. From the very start, however. the promoters 
were determined, as far as possible, not to call in capital resources 
from private individuals outside the class of producers themselves. 
It might have been necessary to think of obtaining share capital in 
substantial amounts from the class of non-producers, if other means 
of raising finance had not been found possible; on the other hand, it 
is doubtful whether in the early stages of the Society, with an un
certain future and no secure financial backing, outside capitalists 
would have bought shares of the Society to any significant extent. 

The total Authorised Capital of the Society is Rs. 25,00,000 divided 
into 5,000 shares of Rs. 500 each. The bye-laws do not contain any 
formal stipulations in the matter, but the number of shares initially 
bought by a member was ordinarily in proportion to the number of 
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acres of sugarcane cultivated by him. It was expected that for each 
acre of sugarcane cultivated by a member one producer share of the 
Society should be bought. There was, however, an uppel,' limit for the 
holding of shares. This was Rs. 10,000 which could, with a special 
permission of Government, be increased to Rs. 15,000. In the early 
stages it was found necessary to ask for exceptions to be made; and 
shares worth Rs. 15,000 were placed with a number of share-holders 
most of whom were amongst the directors nominated to the first 
Board. At this stage increase in the share capital actually paid up was 
of the greatest importance, and an early payment of the subscription 
could be brought about only by asking for an exception to be made in 
the case of all the more substantial among the supporters of the idea. 

In the earliest stage not much more than Rs. 2 lakhs had been 
raised by subscription by members. The initial scheme contemplated 
a capital outlay of Rs. 25,00,000. It became clear to the Board of 
Management at the ver, outset, that the actual cost was much more 
likely to be in the neighboUrhood of Rs. 32,00,000 to Rs. 36,00,000, and 
steps had to be taken to arrange finance accordingly. Efforts were in 
the first instance made, to place shares amongst producer members 
to the maximum possible extent and to place as many non-producer 
shares as possible with Co-operative Societies. The target was placed 
at selling shares to the value of Rs. 10,00,000 to producer members 
and to Co-operative Societies within a year of the registration of the 
Society. This was as high a target as could be imagined and it was 
clear that even when shares to the extent of Rs. 10,00,000 were applied 
for, the paid-up amount in respect of these shares could not exceed 
Rs. 5,00,000 to Rs. 6,00,000 before the factory began to operate. It 
became, therefore, necessary to look in other directions for attaining 
the minimum necessary of owned capital for the Society. A represen
tation was made to the Government of Bombay dwelling on the 
unique character of the experiment, its vast size in relation to the 
resources of the cultivators and the great potential benefits of its 
successful operation to the co-operative movement in all directions, 
combining as the experiment did, co-operative management of a fac
tory and co-operative regulation and direction of farming. It was a 
lucky circumstance for the Society that the Finance Member who also 
held the portfolio of co-operation was that leading and veteran co
operator, Shri V. L. Mehta. Government agreed, within a few months 
of the application, to subscribe to the share capital of the Society a 
sum equal to the paid-up capital by members of the Society but not 
exceeding Rs. 6,00,000. The conditions prescribed by Government 
made doubly important the efforts described above to secure paid-up 
capital. 

With the subscription by Government of Rs. 6 lakhs to the capital, 
the Society had in early 1950 a share capital of nearly Rs. 15 lakhs 
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subscribed of which Rs. 12 lakhs was paid-up. At this stage the In. 
dustrial Finance Corporation was approached for a loan of Rs. 20 
lakhs. It was then expected that the total expenditure upto the time 
of the commencement of the manufacture of sugar would not exceed 
Rs. 36,00,000. The Industrial Finance Corporation treated the appli, 
cation of the Society very sympathetically and granted the loan within 
a few months. 

In all stages, the support of the Bombay Provincial Co-operative 
Bank proved of the utmost value. It is the chief source of supply of 
working capital but in the initial stages it helped in other ways also. 
There was necessarily some lag between the resolution of the In
dustrial Finance Corporation sanctioning the loan of Rs. 20 lakhs and 
completion of all formalities before the loan could be actually receiv
ed from the Corporation, Machinery had, however, to be paid for 
in the meanwhile and expenditure on erection and construction to be 
incurred. This difficult period was bridged over by short-term accom
modation readily granted by the Provincial Co-operative Bank. More. 
over, as often happens, it was found that our initial calculation of 
Rs. 36 lakhs was somewhat of an underestimate; ultimately the total 
expenditure on the block came to nearly Rs. 41lakhs. Here again, the 
gap in the initial .stages was met by a temporary advance from the 
Provincial Co-operative Bank; as the fixed assets were mortgaged to 
the Industrial Finance Corporation and as there was yet no produc
tion of sugar this advance was based on the personal security of the 
producer members of the Board of Directors. 

On account of the newly introduced system of a proportion of free 
sales of sugar, the financial results of the first year (1950-51) of 
factory working were unexpectedly satisfactory. It was possible to 
set apart a sum of Rs. 8 lakhs for depreciation which helped com
pletely to cover the additional sum required for financing the block 
and to declare a cumulative dividend of 3 per cent after setting aside 
the prescribed reserves, paying a bonus to workers and making a 
beginning with a development fund. A good price could also be paid 
to members for their sugarcane and this brought in rapid recoveries 
of outstanding share calis. The subscribed capital of the Society in
clusive of Government shares was Rs. 17lakhs in June 1951 of which 
Rs. 16 lakhs were paid up. 

The problem of the price to be paid for sugarcane supplied by mem
bers is one of central importance in the working of ,a Co-operative 
Sugar Factory Society. The producer members who are the principal 
owners of the factory are naturally interested in having as high a 
price as possible for. their sugarcan.e. Consideration of having enough 
funds for working and for normal expansion, of providing for fluctua-4-: ... ____ .:I ~ ___________ ~ .... • 
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cautious policy regarding the price to be paid for sugarcane. Accord
ing to the bye-laws of the Society, determination of the price rests 
with the Board of Management. It is not possible to lay down explicit 
instructions regarding the manner in which the Board 'of Management 
will determine this price. It is important, however, to lay down a 
maximum limit beyond which the Board of Management may not go. 
It is not easy to fix this maximum; it must, on the one hand, not be 
so high as to be inoperative nor, on the other, so low as to be unduly 
restrictive or harsh in its operation. For example, in the original bye
laws of the Society a maximum limit of Rs. 30 per ton of sugarcane 
was placed - a limit which appeared reasonable when the original 
draft of the bye-laws was made in 1947. In 1951 the limit was found 
to be highly unpractical. This showed that a maximum expressed in 
fixed money amounts was not likely to prove useful in times of fluc
tuating price levels. The maximum limit is, therefore, best expressed 
as a relation between the price per maund obtained for its sugar by 
the factory and the price per maund to be paid by it for its sugarcane 
supply. 

Another important financial provision made in the bye-laws is for 
compulsory deposits by members for increasing year by year the 
capital resources of the society. As the block has been financed to such 
a large extent by loan capital and by redeemable share capital sub
scribed by Government it is necessary to think of getting in an ade
quate flow of capital at the same time as the loan is repaid or the 
shares are redeemed. The provision made for this purpose is a com
pulsory deposit, which would later be turned into share capital, by 
producer members in relation to the acreage of sugarcane grown or 
the tonnage of sugarcane supplied by them. 

A very important aspect of the working of such a co-operative 
organisation is the role which the Society can play in the development 
of agriculture and in increased co-operative farming and other acti
vities. From the start of the factory it was recognised that where 
production credit was not available to individual members from 
primary credit societies in their own village, it would be necessary to 
provide crop finance, especially for supply of manure and fertilizers. 
The supply of this credit should best take the form of a supply in kind 
and it also required supervision regarding its proper and full utiliza
tion. The next step to supplying credit for manure and fertilizers was 
to supply finance for development. As everywhere, it has been found 
in this tract that the efficiency and the financial resources of farmers 
varied in proportion to their scale of operations; so that the vast 
bulk of small producers, tholle having an area of sugarcane of less 
than 3 or 5 acres, had the least resources but needed them the most 
for increasing efficiency and developing resources. Adequate finance 
for crop raising and seeing that it was properly utilised was one way 
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of increasing production efficiency. For development purposes, finance 
was required for a longer term than the finance for crop raising. The 
factory area, though under command of canals, had only a small 
acreage under canal irrigation, due to a number of reasons. Since the 
construction of the canal system, events had so moved that progres
sively irrigated land and rights of irrigation had come to be con
centrated in particular regions and in the hands of the bigger far
mers. It had been hoped by cultivators in the factory area that canal 
irrigation in the region may be extended with the establishment of 
the factory. Government, however, chose to consider the old distribu
tion of irrigation water as a prescriptive right or privilege and 
refused to entertain applications of small cultivators for irrigation 
rights when the time for periodic revision of these rights arose. In 
the circumstances, the co.operative factory has to depend for the vast 
bulk of 'its sugarcane on water supply from wells rather than from 
the canals. Increasing the supply of sugarcane, therefore, means in
creasing the efficiency of water supply from wells. The Society set 
apart from the profits obtained during its first year of working a sum 
of Rs. 60,000 to form an agricultural development fund. It then began 
an examination of the individual circumstances of each producer 
member- who had not been, during the paSt year, able to grow any 
cane or to grow it adequately. As a result of this examination, it was 
decided to utilise the agricultural development fund in giving long
term loans to the smallest and the neediest members to dig wells or 
to increase their capacity to have adequate lifting apparatus or to 
instal engines. It is also proposed to establish a section in the work
shop of the factory for the service of engines and other supply of 
materials and spare parts required for their operation. 

The bye-laws of the factory make it incumbent on members to plan 
their agricultural production activity and to dispose of all agricul
tural produce according to the directions of the Board of Manage
ment. These large powers are, of course, only partially exercised to
day. The first step, as explained above, is to finance the raising of 
crops of sugarcane and to plan long-term development so as to secure 
the proper raising of such crops. The next stage is to improve 
methods of cultivation and the quality and volume of produce. 
Already steps have been taken to procure good sugarcane sets of 
standard variety so that within two years, with multiplication of seed 
distributed among prominent members, all the area of sugarcane of 
members will be planted with tested uniform sets of a standard 
variety. There is next the problem of the adequate application of 
manures of the required type. During the crushing season data be.
come available at the factory regarding the production of ,sugarcane 
by members, field by field. These enable attention to be paid to plro
ducers and fields with specially low yield. Further analysis of sugar-
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cane juice may reveal certain deficiencies in the quality of the sugar
cane in the tract as a whole. It may be found that these deficiencies 
could be removed by an extra dose of a certain fertilizer; in this case 
inducing producer members to give this dose becomes necessary. 
There are also problems such as those of insect and pest control. 

Even more fundamental are questions regarding the varieties of 
sugarcane to be adopted for planting and the proportionate distribu
tion of the suga.'rcane area under crops with varying seasons of 
maturity. The regular working through of the longest optimum sea
son for the factory requires a steady supply of sugarcane of given 
amounts through the whole period. Planning of this means necessarily 
a. general overall plan of sugarcane planting within which the acti
vities of individual members should fit. Ultimately a complete and 
satisfactory plan of sugarcane planting may require directions re
garding the utilisation of all the lands of the cultivators. 

In many matters such as the multiplication of seeds, the lifting of 
water, or insect and pest control, co-operative working becomes obvi· 
ously familiar and profitable. Some of it may be regional co-operation, 
in other instances it is among neighbouring members such as for 
water-lifting. The stage of co-operative farming would not be easily 
reached. The fields of members lie scattered over a large area and 
sugarcane is only a part of a whole rotational crop programme for 
each; but beginnings in co-operative farming would be possible where 
a land area is at present not under cultivation. There aJ:e, for example, 
areas in this region which are water-logged. With a joint effort under
taken, for example, through the development fund of the factory, 
these could be reclaimed. When reclaimed, it may be possible to falrm 
these co-operatively instead of giving them back to individual owners 
for cultivation. In all these aspects of the working of the Society, the 
practical problems faced in working such a co-operative institution 
become clear. 

The Society has a staff of an agricultural officer and field-men. In 
the first year their main job was to note the area of sugarcane of mem
bers and the details regarding the season of planting, etc., the prob. 
able dates of maturity, to make arrangements regarding the cutting 
and transport of cane and, in many instances, the· construction of 
proper roads to facilitate transport of sugarcane to the factory. Sub· 
sequently, the agricultural officer and the fieldmen have been able to 
give more time to giving advice regarding the time of planting, the 
types of manure and to undertake insect !!ontrol activities, supervising 
the proper utilisation of the finance given by the factory, inqui\ring 
into the needs of small individual members, bringing about co-opera
tive effort in water lifting, etc. The problem of fixing the programme 
of cane cutting for the factory is itself complex enough. For all these 
purposes Advisory Committees in various areas are set up and the 
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agricultural officer works largely through consultation with them_ The 
powers of the Board for enforcing compulsion are ample enough. The 
Society's progress will, however, be made only with frequent consul
tations and with persuasion, which are of the essence of the co-opera.
tive method. 

This leads to the question of the habits of thought and attitude 
necessary for the working of such a co-operative organisation. The 
success of the Society depends essentially on the loyal support of its 
members, a primary requirement of all co-operative organisations. 
From the inception of the Society, the origin of the idea and its suc
cessful development have been due to the imaginative foresight of 
certain local leaders, their persistence in and devotion to the idea, and 
the great loyalty of members and the faith shown by them in their 
leaders. The greatest test came in the last quarter of 1950 when gur 
prices soared very high, the erection of the factory was not yet com
plete, and nobody could say definitely how soon it would begin to 
manufacture-sugar. At this time the vast bulk of members refrained 
from turning their sugarcane into gur and showed the most remark
able restl'aint and patience, even though it meant definite monetary 
loss to many, which amounted in the case of some to substantial sums. 
Apart from this basic quality of a loyal and co-operative spirit, the 
organizational set up of a large Society like this creates problems of 
relation between groups which are of special importance. There is for 
example, the question of the relation between the technical officers of 
the factory who are the employees of the Society, and the shareholders 
of the factory, including directors who are its owners. The matter is 
one which calls for adjustment on both sides. On the one hand there 
is likely to be suspicion, underestimation of the vital importance of 
qualified technical men for running a complex mechanical unit, and 
of the ignorance of the problem of maintenance of discipline within 
the factory; on the other hand, on the side of officers there is likely 
to be non-appreciation of the intrinsic merits of the peasant share
holders, an indifference to their point of view, and the difficulty of_ 
giving up the habit of dealing with them not as officers but as col
leagues. The two groups come from two strata, rural and urban, 
which have so far largely kept themselves apart in India. 

A further extension of the same problem which, however, is not 
immediately in evidence is the problem of the relation of the workers 
in the factory with producer members. Would it be possible to interest 
factory workers in some manner in the working of the factory, i.e., 
as apart from their ordinary employee status? There is little doubt 
that the Society has benefited greatly in the period of the erection of 
the factory and its early working from the enthusiasm and the selftess 
spirit shown by the superior technical staff and by its workel's. It 
was clear, they felt that they were working in a special cause. The 
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maintenance of this spirit isa problem of the relation between the 
factory personnel and the Board of Directors and producer members. 
Will it be possible to devise consultative machinery or to interest 
workers in the working of the factory through share holding or profit 
sharing in a manner that is special to this Society? This is a large 
problem that has not yet come under consideration. In course of time 
it will hav~ to be tackled at some stage or another. It may be that 
within some years a bulk -of the employees will be from families in 
the region; 'perhaps even families of producer members. The Society 
has kept in mind the possibility of even a combined status. A worker 
in the factory may himself or through membership of a family be a 
farmer also; in this case he could both be a sugarcane producer mem
ber and an employee. A small block of shares has been set apart for 
allotment to workers of this class alone. As indicated above, the non
producer member shares have not been sold in any number and there 
is no intention at present to place them with mere outsiders i.e., other 
than co-operative societies in the neighbourhood. Utilisation of the 
class of non-producer members for employees of the factory is a 
possibility which has, however, not yet been under contemplation. 

An important problem in co-operative organisation of this type is 
a wide distribution of benefits of membership. It has been pointed 
out above how the idea originated in the contrast seen between the 
prosperity of big immigrant farmers and the sugarcane factories and 
the comparatively difficult conditions of the local peasantry. From 
the start, therefore, the idea of a wide and equal distribution of bene
fits has been borne in mind. There is an upper limit to share holding 
and an implied upper limit to the area under sugarcane by a member. 
There is no idea of prohibiting the growing of sugarcane beyond a 
certain acreage, but merely the possibility .of not guaranteeing the 
purchase by the factory of sugarcane beyond a limit such as that of 
25 or 30 acres of an individual member. It has been pointed out how 
the need of raising finance in the early stages made it necessary to 
press purchase of shares on members with adequate resources. The 
present distribution of shares is, therefore, not very even. There is a 
significant concentration of shares in hands of members holding more 
than 10 or 15 shares. The Society is aware of this anomaly and is 
taking steps to see that the disparity does not grow and also that 
more equitable distribution is brought about progressively. One 
measure taken is to help actually by short and long term finance the 
smallest and neediest producers; the best guarantee of a continued 
evendistribJltion of shareholding and benefits is to make the large 
number of very small producers financially secure and technically as 
efficient as the large producers. The second aspect of the policy follow
ed is reflected ill the policy regarding the transfer of shares. Today 
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the cane supply available from members does not outrun the capacity 
of the factory to crush. During the second year of the working of the 
factory some purchases of sugarcane were made from non-members 
to keep the factory in constant working and to give relief in times of 
low gur prices to small non-member producers of sugarcane within 
'the region. However, it is expected that within· 3 to 5 years, the 
members' supply of sugarcane will exceed the maximum capacity of 
the present factory to crush sugarcane. As a precaution it has been 
decided already not to issue more shares or to admit new members. 
With the natural impetus given to sugarcane growing by the estab
lishment of the factory and with the active steps taken by the factory 
for agricultural development, sufficient sugarcane supplies will be 
forthcoming from among the existing members. The present pattern 
of share distribution cannot be changed immediately and it would 
indeed be wrong to ask members on whom shares were pressed during 
times of finallcial stringency to give up those shares. Policy regarding 
transfers will determine the future pattern of distribution of shares 
among members. It has, therefore, been decided that when it comes 
to the transfer of shares, the transfer as long as it is among members 
of th!!. same family, would be unrestricted with the proviso that the 
number of acres under sugarcane of the member was at least equal 
to the total number of shares held by him and that the maximum of 
shares holding was not exceeded by anyone; however, when the 
transfer is sought not as between members of the same family, the 
transfer would be directed by the Society, to either new members 
from the smallest class of producers or towards additional require
ments of the smallest shareholders among existing members. 

The constitution of the Board of Management provides for a fixed 
number of representatives of producer and non-producer share
holders, togeher with nominees of the Registrar and the Provincial 
Bank and two representatives each of Government and the Industrial 
Finance Corporation and two experts to be co-opted by the Board. 
At least as long as the interest of Government and the Industrial 
Finance Corporation remains, there will be a large representation 
of non-producers on the Board. The outsiders are, however, not likely 
to take an active part in the ordinary working of the Society and any 
restraint felt will be only through the reserve power in the back
ground. It may also be noted that the present bye-laws lay down a 
minimum qualification of the holding of 15 shares by a director elect
ed by producer members. There is a suggestion for bringing 
down this qualification to 10 and another to keep or open up a small 
number of seats to all. Even with the suggested modifications, 5 re
presentatives of producer members will come from among 50 members 
and two from among the rest of 350. It has been thought advisable 
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to retain this restriction in the initial stages in order to make easy 
the working of the Society and to keep away large electioneering 
problems. It is necessary to note at the same time that. the present 
representatives of the producer members on the Board of Directors 
who all hold 15 shares or above have constantly during the last 3 years 
adhered to the policy originally laid down of making the Society 
essentially a co-operative society of a large number of small producers 
rather than the concern of a small number of the privileged into which 
it could easily degenerate. 



THE PRAVARA SAHAKARI SAKHAR KARKHANA. 

- An Interpretative Account 

THE successful establishment and operation of the Pravara Sahakari 
Sakhar Karkhana may be said to have initiated a trend in co-operative 
developments in India which has already led to important results. 
It was chiefly because of the early success of the venture that the 
Government of Bombay adopted in 1954 the policy of confining, in 
future, the licensing of all new sugar manufacturing establishments 
to co-operatives. This had, in turn, an effect on policies of other States 
and of the Plaiming Commission. The development of sugar co-opera
tives in Maharashtra has subsequently followed closely, lines estab
lished at !'.ravaranagar. During the 1961-62 season sugar co-operatives 
in Maharashtra produced 2,33,000 tons of sugar of the approximate 
value ef Rs. 26,16,00,000. There is very large scope for further ex
pansion of the industry in this State and it may be safely predicted 
that most of the future expansion in sugar industry in the South will 
take place through co-operatives. Moreover the sugar co-operatives 
in Maharashtra have already shown considerable wiIIingness and 
capacity to move into other lines of economic activity and may be 
expected to be active leaders of many-sided economic development in 
their areas. It would, therefore, be no exaggeration to claim that they 
represent the most significant development in India since Indepen
dence in the progress towards a co-Operative commonwealth. 

The Pravara Karkhana took a long time in being formed. The idea 
was canvassed in the early forties by officers of the Bombay State Co
operative Bank and local co-operative leaders. It was publicly dis
cussed and sponsored for the first time at a conference of Irrigators 
held at Shrirampur in December 1945. After this the scheme took 
concrete shape, the area of operations (of about 40 villages with a 
population of more than .50,000) was defined and advance sbare sub
scriptions began to be collected. Progress was slow largely because 
of procedural difficulties and the need to convince a number of autho
rities and the Society was registered only at the end of the year 1948. 
Immediately after registration, however, the tide turned, and the 
conjuncture of circumstances became favourable. The Government 
of Bombay, through its Co-operation and Finance Minister Shri V. L . 

• Written on the occasion of the visit of Pandit Jawahar!a! Nehru to the 
Xarkhana on the 15th May, 1961. 
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Mehta, took, for these times, the novel and important decision of 
subscribing Rs. 6 lacs to the share capital of the Karkhana and the 
Industrial Finance Corporation took a sympathetic view in giving it 
a loan of Rs. 20 lacs. The Karkhana was also lucky in obtaining a 
small but new Skoda plant. Within a year of registration financial 
arrangements had been completed, the site determined, lands pur
chased and order for machinery placed. Within another year the 
machinery had arrived at site and had been erected without help of 
foreign erectors and the first bag of sugar had been produced. 

The Karkhana began in a small way. In the first year of production 
(1950-51) the number of members was less than 500 and the area 
under sugarcane held by them was less than 800 acres. The average 
acreage of sugarcane per member was only about 1.6 acres. Almost 
all members were small farmers; some had yet to undertake planting 
of sugarcane. Only a small number of members were substantial 
farmers with 20 acres or more of their farm area under sugarcane. 
However, the base was sound. Most of the members were men who 
had paid advance share money at considerable inconvenience to them
selves, when the prospects were uncertain and the prevalent mood 
everywhere wall of scepticism regarding the "over-ambitious" pro
ject. They had been prompted to come together by a number of 
motives. There was the prospect of stability of the priCIY Of sugar as 
against the wide fluctuations in prices of gur. There was hope of 
obtaining additional supplies of canal water from Government. Above 
all, however, there was the urge to prove that the indigenous farmers 
of the area, though now reduced in importance, could still, through 
mutual co-operation, make good and obtain the full benefits of irriga
tion which hitherto had accrued to capitalists and some classes of 
immigrant farmers. It was this last more than the mere economic 
incentives which welded the membership into a cohesive whole and 
to which the leaders appealed. 

The cohesion and the loyalty to the organisation were to be put 
to a severe test before the factory went into production. In the season 
1950-51 the prices of gur soared higi:l and it became greatly remune
rative to convert sugarcane into gur. The first bag of sugar in the 
new factory was produced only on 31st December 1950 and at the 
beginning of the gur season, i.e. in October-November, it was uncertain 
when production would begin. Even so not a single member proved 
disloyal; all waited, some at considerable sacrifice, for sugar produc
tion to start and to have their cane converted into sugar by the new 
factory. They had their reward; on account of a turn of Government 
policy the prices of sugar obtained by the new factory in 1950-51 were 
very high and it was possible to pay a fully remunerative price to 
members during the very first season. 
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Once the factory went into production the record was one of almost 
continuous progress. The farmer members by their vision and tena
city had brought into existence a central organisation and as this 
grew in resources and strength it proved fully its utility to the farmer
community. This is evident in the record of services rendered by the 
factory and expansion in activity resulting from it. However, even 
before the cumulative effects of the existence of the Karkhana began 
to appear a difficult season underscored the changed situation in a 
dramatic manner. The year 1952-53 was a year in which West Maha
rashtra experienced conditions of a severe drought. The large majo
rity of members of the Pravara Karkhana did not obtain ·supply of 
water from Government canals and grew their cane on wells. The 
drought affected the supply of water in wells and cane crops began 
to suffer severely. The existence of the Karkhana saved the situation 
for members. The Karkhana, through its agricultural staff, explored 
all avenues o~ expanding and conserving the water supply and 
promptly extended financial assistance to individual members to 
enable them to take appropriate steps. Without this concerted and 
multi-sidea action not only would the cane crops have been almost 
ruined .put also individual farmers would have had to contract debts 
which would have handicapped them for years to come. The Karkhana 
during this year also went out of its way to crush the precarious 
sugarcane crop of even small non-member farmers and thus demon
strated its value to the community at large. 

It is necessary to note that the co-operative, being a mutuality, the 
interests of the organisation and of its members are identical and 
that by helping the business of members the co-operative helps itself. 
This can be illustrated in a variety of ways through the development 
of operation of the Pravara Karkhana. It is of the utmost importance 
for the sugar factory to obtain a regular supply of freshly cut and 
mature cane throughout the crushing season. The requirement induced 
the Karkhana to take upon itself arrangements for cutting of cane 
and its transport from the fields to the factory from the very first 
year. The arrangement involved the employment of hundreds of 
bullock carts and teams of workers and also looking after the entire 
road system of the area of the factory. The road system had to be 
such that a bullock cart could travel safely and fairly expeditiously 
from any sugarcane field in any of the villages in the area of the 
Karkhana to the factory and to the extent that public authorities did 
not construct or maintain the roads the Karkhana had to do this itself. 
The road mileage maintained by the Karkhana today covers 140. The 
harvesting of the cane crop had to be arranged in a systematic 
manner so that the flow of cane was even and of optimum quality. 
This meant ranking each individual field under sugarcane and to do 
this the factory had to have full information regarding the crop in 
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each field of each member, such as, the sort, the date of planting and 
the progress of later operations. This information could be gathered 
only through a staff of fieldmen working under Agricultural Officers, 
all of whom were in close touch with individual members and their 
fields. 

Above all the Karkhana was interested in the quality and quantity 
of the cane crushed. The growing of cane has two aspects: resources 
and technique. If the cultivator does not command adequate resources 
at appropriate times his crop is bound to suffer. It is essentially the 
chronic inadequacy of resources of the peasant that has brought 
about and still maintains what may be termed the "under-develop
ment equilibrium" in Indian agriculture. Low level, high cost 
borrowings have ever kept our agriculturists at the mercy of money
lender-trader and have never allowed him to command any surplus 
or make the best use of his land. The Pravara Karkhana broke this 
vicious circle by giving from the beginning all the credit required by 
any member for raising his crop. As far as possible, this credit was 
encouraged to be utilised for purchase of ground-nut cake etc. through 
co-operative purchase and sale organizations and its use was noticed 
and recorded by,the agricultural field staff. The short-term loan was 
soon extended to cover such requirements as oil for the engine, work
shop repairs etc. In 1951-52 the Karkhana also instituted a special 
fund called the Development Fund to which allocation was made from 
profits. This was used to extend intermediate term loans to members 
for purposes such as purchase of oil engines, improvement of lands, 
deepening of wells etc. 

While the lack of resources especially, resources of working capital, 
could easily be made up, the improvement of technique was a labori
ous and long-term process. The bye-laws of the Karkhana vest in the 
Board of Management powers to give directives to members in regard 
to cultivation of cane. However, the coercive powers have never been 
used and all improvement is attempted to be brought about through 
persuasion, demonstration and encouragement. The chief agency of 
this effort is the staff of agricultural officers and fieldmen of the 
Karkhana and the Group Committees provide the forum for discus
sion. The coverage of effort in this matter is very wide. It embraces 
improvement of quality of cane through multiplication and supply 
of planting sets, improvement of manurial practices, standardisation 
of field operations, individual and group use of insecticides and pesti
cides etc. With the passage of time the Karkhana attempted ever 
wider and fuller activity in this sphere. The latest extension has been 
in the direction of a soil survey of the area of operations and the 
Karkhana laboratory has been equipped for soil analysis so that culti
vating and manurial practices might be adapted to the requirements 
of each field. The Karkhana itself maintains a number of tractors 
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which are hired to members for ploughing and other field operations 
and the Karkhana Workshop undertakes, on a preferential basis, 
repair work such as for oil engines for members. The Karkhana has 
also paid in recent years, attention to limiting the area under sugar
cane that members plant under individual wells. 

A Producers' Co-operative is essentially a joint venture of actual 
producers and the hallmark of a co-operative is, or should be, that it 
helps specially the weak to become strong through co·operative action. 
In the structure and operation of the Pravara Karkhana close atten
tion has been paid from the- beginning to the fulfilment of these 
requirements. In framing the constitution of the Pravara Karkhana 
care was taken to emphasize the producer aspect. Though provision 
was made in the bye.laws for admission for specific purposes of other 
types of members, the admission of these was to be exceptional and 
power was vested in the main, in the represntatives of producers. 
Another important feature was that each producer member was re
quired to buy shares in a fixed proportion to the number of acres of 
sugarcane grown by him. This made his contribution to share capital 
correspond to the service the factory performed for him and made 
him interested in supplying cane to the Karkhana. This was apart 
from the bye-law which compelled each producer member to offer all 
the cane grown by him to the Karkhana. 

The Pravara Karkhana, it has been indicated above, was pre
dominantly a co-operative of small farmers. Deliberate efforts were 
made in later administration to see that this feature was retained. 
An elaborate set of conventions was built up in relation to the trans
fer of shares to see that no increase took place in the concentration of 
share-holding. Small farmers were given special treatment in such 
matters as grant of intermediate term loans or concessions in the 
payment of share money. Two major decisions further benefited small 
farmers in a special way. The insistent demand by the Karkhana that 
its members should be given a larger share in canal water supply at 
the time of the six yearly revision led to a somewhat peculiar res
ponse from Government. This was an offer of 100 acres of canal water 
to the Karkhana itself. As the Karkhana was not interested in con
ducting cultivation on its own account, the Board of Management 
unanimously decided to distribute this water right to members hold
ing three or less shares, whose lands were appropriately situated, but 
who had less than two acres under sugarcane. 

The Karkhana was in a position to extend privilege of membership 
to new entrants when order was placed for the larger capacity plant. 
The total number of shares for which applications were received at 
this time was, however, much larger than the additional shares to be 
sold. In allotting these shares priority was given to applications of 
the very small farmers and these were allotted shares in full. Also a 
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block of these shares was specially reserved for subsequent allocation 
to very small farmers and these were helped by special financial con
cessions to acquire the shares over the years. It may be noted in the 
context that as no new shares are likely to be issued, except in case 
of further expansion, and as transfers to non-members and among 
members are subject to a number of limitations change of ownership 
of shares now takes place chiefly through partition or succession and 
this leads in the vast majority of cases, to a further fragmentation 
of ownership of shares. 

A co-operative is primarily a business organization and its success 
has to be judged largely by performance in this context. There are 
a number of tests of such success. Two such are financial strength 
and expansion of activity. The showing of the Pravara Karkhana is 
good in both these respects. 

The Karkhana has not only met its dues promptly and regularly 
but was also able to repay the Industrial Finance Corporation loans 
some years in advance; so that within less than ten years of the 
erection of the first factory the Karkhana did not owe any long term 
loans and its much enlarged block of the value of more than Rs. one 
crore is free today of any encumbrances. The first plant of the Kar
khana was of much less than 500 tons capacity; and within two 
seasons, it became clear that expansion of capacity would soon have 
to be undertaken. Therefore, when Government announced in 1954 
that it would permit the licensing of new factories and imports of 
plants decision was taken to replace the original plant by one of 1200 
tons capacity. It was possible to think of this step because, since the 
first season, the Karkhana had followed a conservative policy in re
lation to allocations to depreciation, reserve and other funds. More
over, the members showed great readiness to contribute to the capital 
needed through compulsory deposits out of the amounts receivable by 
them for the price of sugarcane supplied by them. Even the new 
large plant erected in 1956 has been found inadequate to meet the 
needs of members and efforts are being made, for some time past, to 
obtain permission from Government to expand the plant. 

Another aspect of financial success is the return 'made to share
holders. Limit is laid by law to the dividend that can be paid to share
holders by a co-operative society. The more important criterion in a 
sugar co-operative is, therefore, the price paid for the sugarcane 
supplied by members. It has been possible for the Karkhana to pay 
over the years of its working a price in cash to members which com
pared favOtirably with the minimum prices announced by Govern
ment. It has in many years also included in the price substantial 

. amount for compulsory deposits placed by members with the Kar
khana to augment its capital resources and to be ultimately converted 
into share subscriptions. That the price paid by the Karkhana to 
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members has been attractive and remunerative may be judged from 
the steady extension of the acreage under cane brought about by 
members. The number of members has increased nearly three fold 
during the last ten years while the acreage under sugarcane of mem
bers has increased more than six fold. The average holding of a 
member of sugarcane has thus about doubled. Other indications of 
the improvement in the financial position of members are their readi
ness to contribute to educational activity, to the small savings 
campaign and towards capital for new co-operative activities. 

The co-operative may be described properly as an example of 
economic democracy in working. The Pravara Karkhana exhibits, in 
practice, the essential features of an economic democracy. The gene
ral body of a co-operative is its supreme authority. Though the 
membership of the Karkhana is now somewhat too large for effective 
functioning of the general body, the annual meetings are still lively 
and provide the forum on which criticism of the management is freely 
voiced. And the general bodies in the early years virtually took or 
sanctioned all the important decisions. As a matter of historical re
cord the general body which considered the question of extension of 
plant. m,1954 proved overwhelmingly important'. Opinion on the ques
tion of' extension was divided. Fears were expressed regarding the 
risks of a large plant and of the extra financial commitment; there 
was also a strong prejudice against admitting to membership benefits 
the many cultivators, large and small, who had kept aloof earlier 
when the experiment was unproven. The majority appeared against 
expansion and the leadership overwhelmingly against it. And it was 
only because a plea for large hearted co-operative behaviour following 
our true traditions obtained a ready and sympathetic response from 
the mass of members at the general meeting that the right decision 
was taken. 

The management of the Karkhana vests in the Board of Manage
ment. A majority of members of this is formed of elected represen
tatives of the producer members. It is a measure of the feeling of 
diffidence felt in the initial stages that reservation of seats in the 
Board was provided for in the bye-laws in favour of the larger 
farmers. This was, however, soon done away with and the principle 
of one member one vote adopted fully in all respects. Other members 
are representatives of Government, of the Registrar, Co-operative 
Societies and of the co-operative financing authority. The Industrial 
Finance Corporation had powers to nominate two members until its 
loan was repaid. The Board works largely through sub-committees 
whose membership is almost entirely confined to the representatives 
of producer members. It has been found useful to evolve a supple
mentary organisation to help the Board in detailed management. 
This is that of group committees. For constituting these, the total 
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area of the operation of the factory has been divided into five 
groups, and a committee of six to seven members formed for each 
group. The main functions of the group committees are to help in the 
programme of cutting and transport of sugarcane including the 
aligning and maintenance of roads. Where occasion has arisen, they 
have also been asked to assist in the distribution of canal water. The 
group committees are useful for explaining to the members the deci
sions of the Board and also act as a general sounding board 
for member opinion; they are constantly making recommendations to 
the Boar!!. of Management on all matters connected with the working 
of the Karkhana. Often mass meetings of members within the group 
are held to discuss specific questions and a few times in the yeaiI' all 
the group committees meet together jointly. It should be noted that 
most of these developments were the result of gradual adaptation to 
meet needs as they arose; they appear to have evolved into a satis
factory system of devolution of authority and of inter-communica
tion between the members and the Board. 

The Managing Director, a full time salaried official, is the executive 
head. He is in charge of the Karkhana and all the staff work under 
his authority. The structure of the technical, supervisory and labour
ing staff of the Karkhana differs in no way from that of other sugar 
manufacturers. However, in some ways the problem of management 
and of relation with staff are different. Members of the Board of a 
co-operative cannot be expected to be as familiar with business man
agement in its manifold aspects as members of boards of private 
concerns. With the passage of time a number of members of co-opera
tive boards are acquiring familiarity with intricacies of the business; 
however, some difference is bound to persist. Also, the Board being an 
authority selected by local members, problems, partly, similar to that 

_ of management in a local authority arise in this case. The local know
ledge and influence of members of the Board is a compensating factor 
on the other side. It cannot be said that the relations of co-operative 
boards with the Managing Director and the staff of officers have yet 
been settled into a satisfactory pattern. In the Pravara Karkhana 
the relations have, on the whole, been satisfactory and changes among 
heads of departments have been infrequent. 

In regard to relations with labour also, there is no distinctive 
pattern. Labour Unions exist and disputes arise. In the Pravara Kar
khana the relations with leaders of unions have been cordial and 
disputes are settled amicably through negotiations. The important 
point for eonsideration here is the possibility of associating labour 
with management and ultimately offering labour partnership in the 
co-operative. The Pravara Karkhana makes special allotments of 
shares to labourers or members of staff who undertake cultivation 
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within the area of the factory. However, advantage of such member
ship can be taken by only very small numbers. The Board of the Kar
khana has accepted the principle of association of representatives of 
labour with management. The Federation of Co-operative Sugar 
Factories in the State has also done this in its deposition to the Sugar 
Wage Board. It remains true, however, that little progress has yet 
been made in this direction. 

How does one measure the total achievement? An attempt may be 
made to indicate it in both quantitative and qualitative terms. Firstly 
as to the Karkhana itself. Whereas just before production of sugar 
began, the contribution to funds of members amounted to a little over 
Its. 6 lakhs, ten years later owned funds of the Karkhana amounted 
to over 120 lakhs. These were all owned by members as during the 
last year even the share capital held by Government has been refund
ed. To these may be added Rs. 30 lakhs of deposits of members with 
the Karkhana. towards later share subscriptions. making a total of 
Rs. 1.5 crores all of which may be properly attributed to the estab
lishment and working of the Karkhana. The size of the Karkhana as 
a producing unit is indicated by the value of the sugar produced which 
exceeded. in value Rs. 2.5 crores this year. The Karkhana directly 
empiots over 900 persons throughout the year and for nearly six 
months each year it affords work to 1200 carts, each cart represent
ing a unit of at least two bullocks and a team of three persons. The 
latter are recruited chiefly from the neighbouring dry talukas where 
agriculture affords employment only during the rainy season. 

All this relates only directly to the Karkhana. A much wider picture 
is presented if we take into account the expansion in activities of 
producer members which has been made possible by the Karkhana. 
Agriculture in the area has virtually been transformed. In 1950 the 
tract stilI showed signs of the effects of the depression of the thirties. 
The fall in gnr prices during this period had ruined many cultivators 
with the result that they had lost their claims to canal water. Large 
stretches of even good quality land remained uncultivated, water
logging was common, there was little cultivation of cash crops and 
the cultivator was still indebted and at the mercy of money-lender
traders. The picture has wholly changed today. Sugarcane production 
dominates the area, irrigated cotton has begun to make headway and 
because of the improved tillage and manuring the production of cereal 
crops has greatly increased. In qualitative terms, whereas in 1950 
the total acreage under sugarcane in the area was about 1200 of 
which less than 800 acres were with members of the Karkhana, in 
1960, the acreage under sugarcane exceeded 5000 acres almost all 
of which was with members. This expansion of sugarcane acreage 
itself required large investment of capital. Moreover, in the Pravara 
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Karkhana area because of the non-availability of canal water the 
extension of sugarcane acreage necessitated investments in wells and 
engines and pumps. In 1950 the number of wells recorded was 288 
and the oil engines installed numbered only 32, the corresponding 
figures for 1960 were: wells 1531, oil engines 1005. The enormous 
capital formation represented by this expansion can again be safely 
said to be a direct result of the working of the Karkhana. 

These are indicators of fixed capital investment. The expansion of 
working capital is indicated by the operation of co-operative credit 
societies in the area. In 1949-50 these societies had 1121 members and 
their loaning operations amounted to Rs. 3.9 lakhs; in 1960-61 the 
number of members had risen to 4359 and the loaning operations to 
Rs. 37.0 lakhs. It need not be emphasized that the employment oppor
tunities created have, with the expansion of industry and agriculture, 
greatly increased, as has the total volume of all economic activity. 

On the general welfare side the most important quantitative indi
cator available is that of educational facilities. In 1950 the area was 
not fully covered with primary schools and there were no secondary 
schools within it. Today every village has a primary school and there 
are 5 high schools with 700 pupils in them. The Karkhana has spent 
nearly 5 lakhs' on capital expenditure on educational facilities and 
the high schools have been established because of the voluntary edu
cational contribution of As. 4 per ton of sugarcane crushed made by 
producer members of the Karkhana. 

The quantitative indicators are impressive. However, in the long 
run and in the wider context, the lessons provided and hopes infused 
through the operations and results of this experiment are even more 
important. Before concluding, brief attention may be paid to these. 
The success of the Karkhana underlines the importance of the emer
gence of the surplus and of the fertilization effect of the ploughing in 
of surplus within the rural community. In the poor, insecure areas no 
surplus is available. In the secured but exploited areas the surplus 
is drained away by the moneylender-trader and by the urban sector 
of w~ich he is agent and representative. Therefore, development can
not proceed beyond a point. Security, favourable terms of trade, a 
surplus and leaving the surplus to fructify within the rural commu
nity, all these are necessary for a steady development process, which 
has cumulative effects, to get started. It is this which the first decade 
of the Pravara Karkhana illustrates; it is this which points to the 
compelling necessity of keeping marketing and processing agricul
tural prodttcts within the rural community. Unfortunately, it is also 
this whose importance has, so far, almost completely eluded the 
attention of policy-makers at the Centre and in the Planning 
ComInission. 
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The second lesson is the great importance and utility of a central, 
cohesive institution and the multiplicative effects of its activity. Our 
rural society is today characterized by the decay of old institutions 
and the failure of new ones to arise. Therefore, the society is dis
organized and leaderless in the sense of having no stable organiza
tion to take a comprehensive view and to step in at times of need. 
Reference has been made above to the 'service performed by the Kar
khana during the drought of 1952-53. The Pravara Karkhana is, 
strictly speaking, an organization of a relatively small number of 
sugarcane farmers. Even so it has been able to function in a number of 
cases, such as of epidemics, as the rallying point in the area and it has 
provided leadership in all economic matters. What has been called the 
multiplicative effect may be illustrated by reference to two cases. The 
first is that of the reorganization of the co-operative credit structure 
in the area. It has been pointed out above that the Karkhana began 
by giving libeJ:al crop loans to its members. In a sense, this was un
orthodox, because giving crop loans is properly the function of a co
operative credit society. However, at that time the co-operative credit 

. structure in the area was weak and its coverage limited and hence 
the Karldlana's action could be justified. It could not, at the same 
time, lie a permanent arrangement. And as the apex co-operative 
bank insisted on the business being gradually handed over to the 
credit societies and as members of the Karkhana were apprehensive 
of results of transfer, the Karkhana had to take active interest in 
the strength and proper functioning of the credit societies. As a result 
every important village is today served by a credit society and the 
total structure is both strong and efficient. The second case is that of 
distribution of canal water. One of the relative failures of the Kar
khana so far, has been in the matter of obtaining additional supply 
of Government canal water for members. In recent years it has, how
ever, succeeded in obtaining a given supply of the water during 
summer months. This was, however, offered in bulk and only if the 
Karkhana made arrangements for distribution. This was a chaUenge 
which the Karkhana accepted and by calling upon group committees 
and creating ad hoc local organizations carried out the distribution 
successfully. The success was complete in so far as the Karkhana 
agency proved more efficient than Government agency; and in follow
ing years Government was willing to let the Karkhana undertake 
the ad hoc distribution even for non-members of the Karkhana. 
Incidentally, however, the Karkhana had proved the feasibility of 
voluntary distribution of water by irrigation groups about which a 

-I; had been talked but no concrete experimentation undertaken. 
~e Pravara Karkhana experience further emphasizes the prac

tics "1ity of efficient .work in a decentralized system, especially in 
matte of agricultural development, and the importance of a proper 
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Karkhana area because of the non·availability of canal water the 
extension of sugarcane acreage necessitated investments in wells and 
engines and pumps. In 1950 the number of wells recorded was 288 
and the oil engines installed numbered only 32, the. corresponding 
figures for 1960 were: wells 1531, oil engines 1005. The enormous 
capital formation represented by this expansion can again be safely 
said to be a direct result of the working of the Karkhana. 

These are indicators of fixed capital investment. The expansion of 
working capital is indicated by the operation of co.operative credit 
societies in the area. In 1949·50 these societies had 1121 members and 
their loaning operations amounted to Rs. 3.9 lakhs; in 1960·61 the 
number of members had risen to 4359 and the loaning operations to 
Rs. 37.0 lakhs. It need not be emphasized that the employment oppor
tunities created have, with the expansion of industry and agriculture, 
greatly increased, as has the total volume of all economic activity. 

On the general welfare side the most important quantitative indio 
cator available is that of educational facilities. In 1950 the area was 
not fully covered with primary schools and there were no secondary 
schools within it. Today every village has a primary school and there 
are 5 high schools with 700 pupils in them. The Karkhana has spent 
nearly 5 lakhs on capital expenditure on educational facilities and 
the high schools have been established because of the voluntary edu
cational contribution of As. 4 per ton of sugarcane crushed made by 
producer members of the Karkhana. 

The quantitative indicators are impressive. However, in the long 
run and in the wider context, the lessons provided and hopes infused 
through the operations and results of this experiment are even more 
important. Before concluding, brief attention may be paid to these. 
The success of the Karkhana underlines the importance of the emer· 
gence of the surplus and of the fertilization effect of the ploughing in 
of surplus within the rural community. In the poor, insecure areas no 
surplus is available. In the secured but exploited areas the surplus 
is drained away by the moneylender-trader and by the urban sector 
of which he is agent and representative. Therefore, development can· 
not proceed beyond a point. Security, favourable terms of trade, a 
surplus and leaving the surplus to fructify within the rural commu
nity, all these are necessary for a steady development process, which 
has cumulative effects, to get started. It is this which the first decade 
of the Pravara Karkhana illustrates; it is this which points to the 
compelling necessity of keeping marketing and processing agricul. 
tural products within the rural community. Unfortunately, it is also 
this whos€" importance has, so far, almost completely eluded the 
attention of policy-makers at the Centre and in the Planning 
Commission. 
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The second lesson is the great importance and utility of a central, 
cohesive institution and the multiplicative effects of its activity. Our 
;rural society is today characterized by the decay of old institutions 
and the failure of new ones to arise. Therefore, the society is dis
~rganized and leaderless in the sense of having no stable organiza
tion to take a comprehensive view and to step in at times of need. 
Reference has been made above to the service performed by the Kar
khana during the drought of 1952-53. The Pravara Karkhana is, 
strictly speaking, an organization of a relatively small number of 
sugarcane farmers. Even so it has been able to function in a number of 
cases, such as of epidemics, as the rallying point in the area and it has 
provided leadership in all economic matters. What has been called the 
multiplicative effect may be illustrated by reference to two cases. The 
first is that of the reorganization of the co-operative credit structure 
in the area. It has been pointed out above that the Karkhana began 
by giving liberal crop loans to its members. In a sense, this was un
orthodox, because giving crop loans is properly the function of a co
operative credit society. However, at that time the co-operative credit 
structure in the area was weak and its coverage limited and hence 
the Karkhana's action could be justified. It could not, at the same 
time, be. a· permanent arrangement. And as the apex co-operative 
bank inSisted on the business being gradually handed over to the 
credit societies and as members of the Karkhana were apprehensive 
of results of transfer, the Karkhana had to take active interest in 
the strength and proper functioning of the credit societies. As a result 
every important village is today served by a credit society and the 
total structure is both strong and efficient. The second case is that of 
distribution of canal water. One of the relative failures of the Kar
khana so far, has been in the matter of obtaining additional supply 
of Government canal water for members. In recent years it has, how
ever, succeeded in obtaining a given supply of the water during 
summer months. This was, however, offered in bulk and only if the 
Karkhana made arrangements for distribution. This was a challenge 
which the Karkhana accepted and by calling upon group committees 
and creating ad hoc local organizations carried out the distribution 
successfully. The success was complete in so far as the Karkhana 
agency proved more efficient than Government agency; and in follow
ing years Government was willing to let the Karkhana undertake 
the ad hoc distribution even for non-members of the Karkhana. 
Incidentally, however, the Karkhana had proved the feasibility of 
voluntary distribution of water by irrigation groups about which a 
lot had been talked but no concrete experimentation undertaken. 

The Pravara Karkhana experience further emphasizes the prac
ticability of efficient .work in a decentralized system, especially in 
matters of agricultural development, and the importance of a proper 
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line of communications. It also holds a warning against any rigid 
system. For some activities the most appropriate organization has 
been found to be that for one village, for others for five, for still 
others for forty. Wherever deliberate attempt is made to suit the 
organization or agency to the work in hand and there is widespread 
understanding about the means and the objectives the chances of 
success are considerable; and any failures can always be reckoned 
as providing data for the next experimentation. 

Lastly the total experience appears to suggest that it pays first to 
'work deliberately and cautiously with a pilot or a model and only 
afterwards to attempt rapid multiplication. In effect, the Pravara 
Karkhana proved a pilot project. Though it started with some 
specially favourable circumstances, the pattern of organization and 
operation evolved in it was capable of being widely copied in Maha
rashtra. In this, perhaps, lies the key to the rapid spread of the sugar 
co-operatives in Maharashtra. 

The claim to attention of the Pravara Karkhana rests ultimately 
not so much on the solid results already achieved and the fully round
ed and healthy co-operative structure raised but on the fact that the 
work was done in and by a rural community, which enjoyed no special 
advantages in regard to economic well being or education but, which 
had the urge to prove itself and did this on the strength of native 
grit and good sense and sound leadership. 

APPENDIX 

PIIAVARA SAHAKARI SAKHAR KARKHANA, PRAVARANAGAR 

Trend in sugar production 

Sugarcane No. of sugar Average 
Year crushed bags produced Recovery 

(Tons) 

195()-51 33,055 37,501 11.49 
1951-52 64,705 69,526 10.86 
1952-53 60.310 64,362 11.49 
1953-54 71,098 80,994 10.79 
1954·-55 84,530 92,531 11.06 
1955-56 1,36,811 1,37.828 10.00 
1956-57 1,74,990 1,90,712 11.05 
1957-58 2,08,091 220,702 10.67 
1958-59 1,59,728 1,79,774 11.30 
1959-60 2,08,701 2,33.797 11.31 
196()-61 2,12,587 2,46,377 11.60 
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Progress made btl the member8 in deepening wells and in. purchase ()f oil engines 

Year No. of No. of 
wells engines 

1950-51 288 32 

1951-52 326 67 

1952-53 401 164 

1952-54 457 192 

1954-55 466 200 

1955-56 1000 470 

1956-57 1145 595 

1957-58 1232 751 

1958-59 1514 906 

1959-60 1514 906 

1960-61 1531 1005 

Membership of the Karkha1Ut 

--- Class of Member 1951 1955 1961 

Producer Members 477 567 1478 

Ordinary Members 13 22 21 

Total 490 589 1499 

Classification of producer members as on 90-.4-1961 

(1) No. of members holding shares for one acre 685 

(2) No. of members holding shares for two acres 357 

(3) No. of members holding shares for three acres 143 

(4) No. of members holding shares for four to ten acres 242 

(5) No. of members holding shares for eleven 
to twenty acres 43-

(6) No. of members holding shares for twenty-one 
to twenty-four acres 5-

(7) No. of members holding shal·es for twenty-five acres 3 

Total 1478 



THE SCOPE OF CO-OPERATIVE INDUSTRY. 

IN :ossessing the potentiality of development of co~operation in the in
dustrial field, it is necessary to define clearly what we mean by co
operative industry. Fundamentally, co-operation comes about when 
pre-existing economic units come together and co-operate in a given 
activity. The units may be householders, producers, labourers, artisans 
or any establishment engaged in an economic activity. 

Co-operation can take a variety of forms and can be evidenced in 
any kind of economic activity. But for an effort to rank as co-opera
tive, it is necessary that it should be essentially a joint endeavour. I:f 
this idea is pursued logically it will indicate in what manner industrial 
co-operative effort can be established in a variety of fields. 

One of the e~rliest of industrial co-operative efforts was the co
operative workshop. In this case, a number of skilled workers in a 
particular activity came together and established a joint unit of co
operation. Such joint endeavour of skilled workers created a viable 
unit of industrial activity which itself employed the services of the 
co-operating workers. This is a primary type of co-operative industrial 
establishment. 

A considerable proportion of co-operative industry in Israel belongs 
to this category. A large number of co-operatives of artisans in tradi
tional industry sought to be established in India are also co-operatives 
of this type. This type, however, cannot spread into more modern 
forms of industry. It is confined to those types of activity in which 
traditional or acquired skill is dominant and the mechanical or other 
equipment is essentially an adjunct to the skilled worker and there is 
no complex division of labour as amongst supervisor, workers, etc. 

Modern industry is characterised by complex division of labour and 
by plant and machinery playing the dominant part in production. 
Therefore, in putting up, say, a textile mill or a sugar factory, a be
ginning can hardly be made by bringing the workers. together as 
eo-operators. Co-operative industry which covers such activity is 
established through co-operation among either producers or con
sumers. All. agricultural processing including the manufacture of 
sugar, can be brought within the field of co-operative industrial acti
vity through the coming together of producers . 

• Co-operative MaharlJ8ktra, .d. Nadkarni, D. M., Bombay, 1962, pp. 25-30. 
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The producers of sugarcane find it necessary to transform their 
produce before it becomes extensively marketable. For doing this they 
can jointly set up a sugar manufacturing unit and this becomes an 
essentially co-operative industry. Co-operation at the consumer end is 
illustrated by the handloom weaving industry in India which is 
dependent vitally on the supply of yarn. Handloom weavers can come 
together and establish a spinning mill so that they obtain, by co
operative effort, a continuous supply of the basic raw material of their 
industry. The production of yarn can also be looked at from the other 
end, that of the producers of cotton. Producers of cotton can find an 
assured market for their cotton if they set up a co-operative spinning 
mill. 

If in a spinning mill the efforts of producers and consumers, in this 
case, the growers of cotton and handloom weavers, can be combined, 
you would have a double co-operative activity. Not only would such' 
a spinning mill represent mutual co-operation of cotton growers and 
handloom weav!lrs among themselves but in addition co-operation, of 
the two sets of producers and consumers interested in the product. 
The likelihood of this type of co-operation emerging is, however, 
dependent on the accident of the existence of the potential co-operative 
group of consumers on or near the area in which producers' co-opera
tion is -also possible. 

The three examples of co-operative industrial activity discussed so 
far exemplify three different types. In the first, the main group of 
workers engaged in the industrial activity co-operate with each other 
in setting up an industrial establishment. Presumably they buy the 
materials on which they work, from the markets and also sell their pro
duct in the market. In the other types of co-operative industrial acti
vity it is the producers of the main raw material or the consumers of 
the ultimate product that come together: in each type they continue to 
operate on the open market in relation either to purchase of materials 
or the sale of the product. Moreover, in both the cases the supply of 
labour is obtained by hiring labour in the ordinary way from the open 
market for the various types of work required in the factory. In all 
these institutions co-operation in case of one important requirement 
brings into existence an industrial establishment which can be truly 
called co-operative even though the co-operative aspect is thus limited. 

There is another type of co-operative activity in relation to which 
it is an open question whether the term 'Co-operative' can be properly 
appliell or not. In this case co-operation does not take place in the 
original establishment of the industry. It is only the result of effort 
of an organisation which has been established as a co-operative orga
nisation in another context to establish an industry which is con
nected with its normal operation. For example, the consumer co
operatives conduct trading activity jointly required by house-holders 

\ 
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who are anxious to satisfy their own domestic need. This mutuality in 
the sense of the establishment of joint activity is to meet a commonly 
felt need. . 

As the next step the co-operative consumers' stores may come to
gether and form a co-operative wholesaling organisation so as to 
conduct their purchasing operation more efficiently. If such a whole
sale organisation of co-operative consumers' stores establishes, let us 
say, a cheese manufacturing factory, to supply in part the ultimate 
needs of their clientele to what extent can the cheese factory be called 
a strictly co-operative enterprise? Is the remote interest of the 
clientele of consumers' stores in the product of a factory owned by 
the wholesale organisation to be reckoned co-operative and considered 
comparable to the co-operation of handloom weavers in the production 
of yarn for their own use ? 

A large part of the co-operative industry in Israel has been estab
lished through an entirely different approach. This is that of forming 
a super co-operative frame which is co-extensive with the trade union 
organisation in the State. It is the trade union organisation's counter
part in the co-operative world that establishes and conducts on its 
own a large number of varied activities. It might be argued that 
labour is used in every type of activity so that a trade union organi
sation can be taken to have interest in all economic activity. However, 
when an industry established is not the result of co-operation, of those 
directly concerned in some part with its operation, its conduct differs 
little from that of an industry in the private sector. The difference lies 
only in the ultimate ownership and management of the organisation. 
The issue raised here is not merely of theoretical interest. It is con
nected in a vital manner with the proper basis of a co-operative orga
nisation, with the validity of its claim to be a genuine co-operative 
organisation, and even the efficiency of its working. It is necessary 
to point out that even in the type of co-operatives indicated earlier, 
activity in a number of aspects cannot be differentiated from ordinary 
private sector activity. As employers of labour many co-operatives 
are in no different position from that of private employers. It is only 
in Yugoslavia where initially there was nationalisation of all produc
tive activity, that by subsequent transfer the ownership of all units 
came to be vested in the workers themselves of the respective units. 
In this sense they are full co-operatives. 

However, it does not appear that even they achieve co-operation on 
all fronts_ For the raw material utilised or for the sale of the product 
tbeir activity is like that of any ordinary privately owned industry. 
It is obviously not possible to integrate all economic activity in such 
a manner that every aspect of it becomes co-operative. The only hope 
in this respect can be that whatever the initial base of co-operation, 
the other aspects also will be affected by the co-operative spirit. 

I 
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The. treatment of labour in co-operative industries in which the 
Yugoslavia models cannot be followed, presents a problem. What, in 
a co-operative based on producers' or consumers' interests, is the atti
tude to be adopted towards labour? In what sense can labour be 
included in the co-operative effort? Is it possible and necessary to go 
further in this respect than the general lines on which joint consulta
tion and share for labour in management can be provided even in the 
private sector? 

No effective solution has yet been found to this problem if it is held 
that the co-operative character of an industry is derived essentially 
from a feeling of joint endeavour on the part of the workers employed 
in the indutry. The factories owned by British wholesale co-operatives 
or the many-sided industrial activity of the Histadrut of Israel are 
not strictly co-operative. In fact the whole complex of economic acti
vity of the Histadrut is often termed "Labour Economy" rather than 
"Co-operative Economy". 

1;t may be noted in this context that proper artisans' co-operatives 
in Israel are reluctant to admit into their organisation hired workers 
and that this is also the position of the Kibbutz. If one takes up this 
position it. is obvious that co-operation can progress only in given 
direction and upto certain limits in industries. Where a direct interest 
in a product does not arise from the labour of the producers or the 
consumers, the establishment of co-operative industry for that 
product will become difficult. 

Where, for example, the raw material is available either from single 
source or obtained from diversified or scattered producers who can
not come together for co-operative activity, a producers' co.operative 
industry would not be possible. This, for example, may be the case in 
large parts of mineral or metallurgical activity. Similarly, where con
sumers of a product are diversified or are scattered, it might be diffi
cult for them to come together to start a co-operative industry. Not 
only does this happen in the case of many types of primary and inter
mediate industries but it is also the case with public utility concerns 
such as railways, water supply or electric supply. This field of industry 
therefore lies largely outside the scope of eo-operative effort. 

Apart from this limitation, the discussion above has significance 
for the form of organisation that co-operative industry should take. 
There is a trend at present towards co-operative organisations, which 
have resources to establish an industry and do so, calling it a co
operative industrial unit because it was established by co-operative 
organisations. A financial organisation like a co-operative bank could 
establish, by sparing some resources, a number of industrial produc
tion units, if it wants to do so. But this would hardly be a real co
operative industry. In the same way, marketing organisations such as 
purchase or sale unions may do the same. Not merely for satisfying 
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a definition but also for r.eaping the full advantage of the co-operative 
principle it is necessary to base the organisation of industrial activity 
directly on the consumers, producers or labourers directly interested 
in the industry rather than allow a remote association of, the principle 
with an industrial enterprise. The discussion above also would indicate 
that it is an impossible objective to aim at co-operation in every direc
tion. It would therefore be sufficient if a basically co-operative estab
lishment is contemplated, and it is always kept in mind that a co
operative, however established, has the obligation to behave co-opera
tively in all other directions with other co-operative organisations. 



CO-OPERATIVE SUGAR INDUSTRY: SOME POLICY ISSUES· 

I EXTEND a warm welcome to all representatives of member factories 
and other delegates and invitees to this annual meeting of the 
National Federation of CC)-{)perative Sugar Factories of India. The 
report of the Federation for the last year, which has been supplied t(} 
you, gives full information in relation to the work of the Federation 
and the progress of the co-operative sector in the sugar industry. I 
shall not go over all this ground, but shall confine my remarks to a few 
salient points to which I feel it desirable to draw your special attention. 

The Annual Report of the Federation presents data relating to the 
performance of the co-operative sector in the sugar industry during 
the last year. It may be claimed that the performance is highly satis
factory. The recently licensed co-operative sugar factories have been 
able to go into production within a reasonable period of obtaining 
licence and have shown that they attain efficiency, in both production 
of sugarcane and manufacture of sugar at an early stage. Because of 
their organisational structure, they are able to influence progress of 
sugarcane cultivation more directly than other types. This all round 
satisfactory performance justified us in demanding that government 
should extend further its policy decision to give preferential treatment 
to the co-operative sector in future progress of the sugar industry in 
India. 

For some time past, government had suspended fresh licensing of 
additions to sugar manufacturing capacity within the country. The 
policy has been changed this year and it is expected that licences for 
the establishment of new units, and for the extension of old ones, to. 
a significant extent,will be granted soon. The Federation has already 
put in a plea for the establishment of all new units in the co-operative 
sector, and for highly preferential treatment of the co-operative
sector in the grant of licences for extension of capacity of old units. 
It would be generally agreed that the sugar industry is eminently 
fitted to be placed wholly in the co-operative sector. Sugar manufac
ture is essentially no more than an elaborate processing activity. 
Processing is the activity that is necessary to be undertaken before 

• Speech delivered at the Fourth Annual General Meeting of the National 
Federation of Co-operative Sugar Factories held on the 10th October'- 1963-
at Coimbatore. 
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eontinuously remunerative, a programme of sugarcane rehabilitation 
is not dependent on creating an additional demand for cane. Experi
i!nce of the last two years, has in fact, emphasised that, given the 
-demand for gur and khandsari, the demand for existing factories far 
i!xceeds the supply available to them at prices they are able to offer 
for sugarcane. In the circumstances, it is obviously illogical to suggest 
that additions to capacity of existing units will improve the condi
tions of the sugar industry or of sugarcane cultivation as a whole in 
8uch tracts; though such additions will, no doubt, allow some existing 
units who are already doing well or are at the margin to improve 
their position greatly, chiefly at the cost of other competitors. 

This is not to suggest that official policy should not actively tackle 
problems of such stagnant areas. The basic problem of improving the 
organisation and methods of the production of sugarcane have, how
ever, to be tackled by a radical and comprehensive long-term pian. In 
the process, the rationalisation of the location of plants and of the 
operation of the existing units can further be undertaken. I would, 
moreover, urge that as an integral part of such programme of 
rehabilitation and reorganisation, the cO-operativisation of sugar 
production_ in these areas should also be attempted. The present 
spread of- co-operative effort in sugar production, is unfortunately 
extremeiy uneven. No effort is being made to convert units in the 
{)lder areas of established industry into co-operatives. Advantage 
should be taken of the programme of rehabilitations to start this 
process also. 

It is, at the same time, important that policy governing new licen
sing of capacity should not be diverted from its proper end, which is 
that of C'fficient production in a dispersed manner, by consideration 
of problems of rehabilitation in the stagnant areas. The argument 
that the capital cost of expansion of existing units would be lower is 
a familiar one which always does service in the cause for further 
concentration. It is particularly weak in the sugar industry where 
total costs of manufacture are relatively low in the price of the final 
product and where such other costs as of transportation of raw 
materials are high. 

I may refer to another important subject whose consideration has 
been raised by official spokesmen during the year. It has been sug
gested that a marketing body should be set up for sugar industry as 
a whole and that some scheme be formulated by which rationalisation 
of distribution of sugar is brought about. I may state, at the very 
outset, that the Federation would wholeheartedly welcome any effort 
at the rationalisation of the distribution of sugar and an effort by 
which there was a proper regulation of prices of sugar from ex-factory 
sale to retail sale to the ultimate consumer. We are, at the same time, 
anxious that before government comes to any conclusions in this 
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agricultural produce can be properly marketed, and as such it is an 
activity that should take place close to agricultural production. If the 
activity can be undertaken and organised by the producers themselves 
as a mutual service, its organisational efficiency and social propriety 
are obviously enhanced. We are thus fully justified in asking govern
ment to extend its policy of preference and to give the fullest scope 
for the growth of co-operative enterprise in this industry. 

I would, more specifically, emphasise two points in this connection. 
Firstly, that at the size at which sugar production now begins to be 
efficient, usually taken round a plant of crushing capacity of 1,000 
tons per day, new co-operative sugar factories should be established 
as widely and numerously as possible. It is generally agreed that there 
is great need of dispersal of industrial activity throughout the 
country. Therefore, wherever there is a volume of concentrated pro
duction of sugarcane sufficient to enable an economic unit of sugar 
manufacture to be established, every effort, encouragement and 
opportunity should be given for the establishment of such a unit. In 
the second instance, I claim that co-operative sugar factories which 
have already proved their efficiency should be enabled to expand their 
operations provided there is enough cane available within a reason
able distance of the factory site and, I would add, provided also that 
the extra cane is obtained by enlarging the membership of the c0-

operatives rather than by resorting to purchase of non-member cane. 
I emphasise the latter point as I believe that we can rightly claim 
Ilome preferential treatment only as long as we maintain our strictly 
co-operative character and spread widely: the net of social advantage 
accruing from our form of organisation. 

It is necessary, in this context, to discuss briefly a proposition that 
is often put forward. It is said that increased sugar production should 
be brought about, chiefly, through licensing of additional capacity. 
This is justified on two grounds. Firstly, that it will enable older 
producers in some areas to make their production economic, and 
1!econdly, that the capital cost of additional production will thereby 
be kept low. The two arguments need to be examined separately. In 
the first instance, there are a number of units today whose operation 
is found to be inefficient or uneconomic even though their size is not 
much below the one thousand ton level. This is because of a number 
of considerations such as insufficient or fluctuating cane supply, the 
low quality of cane available or obsolete machinery or ill-balanced 
plant. It is obvious that in such cases, the proper remedy is not the 
extension of existing capacity. These require rather a replacement.. 
rehabilitation programme either in the matter of existing plant and 
equipment or in the matter of existing cane supply. It is equally obvi
ous that in areas where cane has been traditionally grown for decades 
and where the prices offered for cane during the last decade have been 
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continuously remunerative, a programme of sugarcane rehabilitation 
is not dependent on creating an additional demand for cane. Experi
ence of the last two years, has in fact, emphasised that, given the 
demand for gur and khandsari, the demand for existing factories far 
-exceeds the supply available to them at prices they are able to offer 
"for sugarcane. In the circumstances, it is obviously illogical to suggest 
that additions to capacity of existing units will improve the condi
tions of the sugar industry or of sugarcane cultivation as a whole in 
8uch tracts; though such additions will, no doubt, allow some existing 
units who are already doing well or are at the margin to improve 
their position greatly, chiefly at the cost of other competitors. 

This is not to suggest that official policy should not actively tackle 
problems of such stagnant areas. The basic problem of improving the 
organisation and methods of the production of sugarcane have, how
ever, to be tackled by a radical and comprehensive long-term pian. In 
the process, the rationalisation of the location of plants and of the 
operation of the existing units can further be undertaken. I would, 
moreover, urge that as an integral part of such programme of 
rehabilitation and reorganisation, the c()..operativisation of sugar 
production_ in these areas should also be attempted. The present 
spread of co-operative effort in sugar production, is unfortunately 
extreme1y uneven. No effort is being made to convert units in the 
older areas of established industry into co-operatives. Advantage 
should be taken of the programme of rehabilitations to start this 
process also. 

It is, at the same time, important that policy governing new licen
sing of capacity should not be diverted from its proper end, which is 
that of efficient production in a dispersed manner, by consideration 
of problems of rehabilitation in the stagnant areas. The argument 
that the capital cost of expansion of existing units would be lower is 
a familiar one which always does service in the cause for further 
eoncentration. It is particularly weak in the sugar industry where 
total costs of manufacture are relatively low in the price of the final 
product and where such other costs as of transportation of raw 
materials are high. 

I may refer to another important subject whose consideration has 
been raised by official spokesmen during the year. It has been sug
gested that a marketing body should be set up for sugar industry as 
a whole and that some scheme be formulated by which rationalisation 
of distribution of sugar is brought about. I may state, at the very 
outset, that the Federation would wholeheartedly welcome any effort 
at the rationalisation of the distribution of sugar and an effort by 
which there was a proper regulation of prices of sugar from ex-factory 
sale to retail sale to the ultimate eonsumer. We are, at the same time, 
anxious that before government comes to any conclusions in this 
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matter, the tentative suggestions of government may be publicised anif 
government should reach decisions only after full consultation with, 
bodies like this Federation. In the absence of definite proposals F 
would offer only one or two observations in this behalf. I may em ... 
phasise that we as members of the co-operative sector are highlY' 
interested in a proper organisation of distributive trades in the> 
country, preferably on the co-operative pattern. Therefore, if it is 
possible in all the states, to build up a cil-operative marketing orga
nisation and to link it with a co-operative consumer's organisation, 
the co-operative sugar producers would welcome close collaboration· 
with these organisations. In the alternative, as an immediate step, r 
would suggest that government, if it decides on pooling, might 
enable the Federation to work as a joint body on behalf of sugar co
operatives throughout the country. Such a joint body would carry 
out government policy in respect of distribution and would interest 
itself in the creation of units of sugar distribution at the consumer 
end. For this purpose, it will collaborate closely, through the- state 
federations, with the co-operative organisations within the states. f 
make this suggestion as a preliminary experiment in the direction of 
a general policy approach which I would like government to adopt; 
This is that of using the apex organisations in all co-operative acti .. 
vities as the instruments for the implementation of government policy 
at least in relation to the products of co-operative activity. 

I hope I shall not be considered presumptuous if I also put forward 
a plea for a more adequate recognition by government of this Federa~ 
tion in the shaping and implementation of its policy in relation to the 
sugar industry. The co-operative sector already holds a significant 
share in the manufacture' of sugar in India and this share is an in
creasing one. As recently licenced capacity matures and new units 
attain full production, our share will move up considerably within a 
few years. If government continues its preferential policy in relation 
to licensing of future capacity, the share- of the co-operatives in sugar 
production will keep on steadily increasing through the next 5/11t 
years. I hope and expect that, side by side with this, the conversion of 
private sector factories into co-operatives will take place so that 
within a reasonable time sugar industry in India will be mainly in 
the co-operative sector. In the meanwhile, I would urge that govern
ment should recognise immediately the special character of co-opera
tive units and the need for taking their point of view into account in 
all matters of policy formulation and of its implementation. The 
emergence of the co-operative sugar manufacture sector is recent and 
various official arrangements existing at present were evolved at a 
time when 'Production of sugar by co-operatives was insignificant.
Operation of all policy decisions and implementation of all regula
tions were thus framed with reference to the need of dealing with the 
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private sector and its organisations. As pointed above, co-operatives 
in the sugar industry in India are to-day sufficiently numerous and 
spread all over the country. They have also a distinct point of view. 
The National Federation of Co-operative Sugar Factories would be 
very glad to and would welcome every opportunity of working with 
representatives of the private sector, in matters of common interest. 
However, the socio-economic point of view of the co-operatives is dis
tinct and the methods of operations of the co-operative and the 
private sectors are bound to remain different in many ways. There
fore, we feel that in most such matters as for example, from that of 
~oal supply to that of the arrangement for exports, full recognition 
has now to be given to the needs of the co-operative sector and official 
llolicy should be so guided as to evolve, in due course, a parallel orga
nisation for the co-operatives. I can, with confidence, assure govern
ment that the co-operative units would welcome organised and 
regulated dealings in all directions and would fully co-operate with 
government so.as to implement government policy both in the letter 
and in the spirit. We represent an increasing as well as, what I believe 
to be, a progressive wing of the industry. It is also a wing that through 
the philosophy and objectives that guide it is specially interested in 
moraJ .I!nd social objectives. Moreover, we aim at a continuously 
closer knitting together of the interests and workings of individual 
~o-operatives in federations at the state and the national' level. We 
.are thus in a position to operate programmes requiring integrated 
and internally planned action. It would, we believe, serve both 
national and co-operative interests if this aspect of our organisa
tional structure is recognised and fully utilised. 

Before concluding I should like to express my thanks to members 
(If the Board of Directors of the Federation for the hearty co-opera
tion given to me by them during the last year in the working of the 
Federation. I would also record my appreciation of the work of the 
()fficers and members of staff of the Federation. Shri Moorthy, our 
Secretary has proved himself a very capable organiser. He is doing 
very good work and the factories in the co-operative sector have 
greatly benefited by the assistance rendered by him. 
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IT gives me great pleasure to welcome the distinguished visitors~ 
the delegates of member factories and other invitees who have kindly 
accepted our invitation to be present at the inauguration of this 
seminar_ I am particularly grateful to the Hon'ble Dr. Ram Subhag
Singh, Union Minister for Agriculture for agreeing to preside and 
Hon'ble Shri M. Bhaktavatsalam, Chief Minister of Madras for hav
ing agreed to our request to perform the inauguration. The establish
ment of co-operative sugar factories in all states in India owes a great 
deal to assistance and encouragement by governments of the States: 
and of the Union. It was, in the first instance, the policy decision to 
give preference to co-operatives in licensing new units that made
possible a rapid and countrywide establishment of co-operative sugar
factories during the last decade. Next, most state governments sub
scribed to the share capital of the co-operatives and guaranteed the" 
loans made to them by the Industrial Finance Corporation. Govern
ments of States also gave technical and administrative assistance in 
a variety of ways to the newly established units. We gratefully 
acknowledge this varied assistance by governments which hus helped 
to bring into existence a vigorous co-operative sector in the sugar 
industry. 

At the same, to prevent misunderstanding, I may make clear that 
this assistance does not go beyond the measure of help always given 
by the state to the relatively weak for getting over their handicaps in 
the initial stages. We occupy no sheltered position, nor have we any 
privileges in relation to financial or other burdens. Therefore, it is 
valid to institute a direct comparison between the working of co
operative units and of others in the sugar industry. Such comparison. 
I feel confident, will not put the co-operatives in an unfavourable light. 

It is, or should be, an essential aim of co-operative organisations: 
to attempt continuously to work together closer and in a more integ
rated fashion. In this originated our practice of holding a seminar 
together with the Annual General Meeting of the National Federation. 
The seminar enables us to know each other better, to discuss common 

• Welcome Addres. to the Fourth An-India Seminar on Co-operative Sugar
Factories held at Coimbatore on October 20, 1963. 
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problems and difficulties and plan our operations for the coming year 
efficiently. One of the important problems that we are discussing at 
this seminar is the sugar policy of government and I hope it will not 
be thought inappropriate if I take the occasion of this speech of wel
come to explain, in brief, my personal views on this impol·tant and 
complex problem. 

A long-term view of sugar policy has long been overdue in India. 
It is no exaggeration to say that during the last fifteen years, official 
policy has been shaped almost exclusively by short-term considera
tions. As a result, government action has, more often than not, 
accentuated existing fluctuations and added to difficulties of the 
current situation. This could have been avoided if, instead, govern
ment had a formulation of long-term policy as a continuous frame 
of reference. I do not suggest that it is possible, at any point of time, 
to make confidently, a full projection, of the situation for the next, 
say, ten years and hold rigidly to such projection, in subsequent 
changing situations. However, even when full allowance is made for 
the element of uncertainty and the need for readiness to adapt, it 
still remains true that no effective planning is possible without a long
term base for policy. Realising fully the risks involved in attempting 
to sk!!tch the elements of such a policy, I still venture on it at this time, 
because I consider that a public discussion on this important subject 
must get started. I, therefore, venture to offer a personal view of the 
problem, if only for purpose of being shot at and criticised by others. 

Since 1950-51, the area under sugarcane in the country has in
creased considerably and the proportion of sugarcane used for making 
sugar has also increased. However, the increases in the area under 
sugarcane and iIi the proportion of sugarcane used for making sugar 
have neither been continuous nor uniform and have, in fact, been sub
ject to fairly large fluctuations from year to year. The yield of sugar
cane has at the same time been highly subject to influence of climatic 
conditions. As a result, the total volume of sugarcane produced and 
the quantity of sugar manufactured, though exhibiting a secular 
upward trend, have varied considerably from year to year. The prices 
of sugarcane have been, for the most part, relatively profitable since 
1953-54. On the other hand, the profitability of the manufacture of 
sugar and the relative profitability of price offered by sugar manu
facturers to_producers of sugarcane as compared with the profits of 
the manufacture of gur and khandsari have fluctuated greatly, chiefly 
because of changing policies of government. 

It is possible to draw some broad conclusions on the basis of the 
experience of the last ten years. At present relative prices of sugar
cane, area under sugarcane may continuously expand. There appears 
considerable niargin for future expansion in the area, in particular, 
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if account is taken of prospective increase in irrigated areas in penin
sular India. Further, it may be taken for granted that there is con
siderable scope for improving the production per acre, and the quality 
of sugarcane in the country and that with systematic ,efforts in this 
direction the production of sugarcane in the more favoured areas in 
the country, will be on a level of efficiency comparable with the more 
advanced areas anywhere in the world. Experience with newly 
established units in the manufacture of sugar within the last decade 
shows that with some efforts in the direction of increased efficiency, 
the cost of production of sugar in India will compare favourably with 
that of most established older sugar producers and exporters in the 
world market. The present consumption of sugar in India is at low 
level. There is some evidence already of increasing demand even at 
relatively high prices and there appears considerable scope for fur
ther increase in domestic consumption. In light of the general trend 
in the demand for sugar in the world, the prospects for the export 
of Indian sugar appear fair. Because of the need of establishing new 
staple lines for export for earning foreign exchange, it is urgently 
necessary to give full consideration, to the possibility of increasing 
sugar exports and maintaining them at a high level. In this connec
tion the step t(j.ken by the government last year in experimenting 
with the production of raw sugar in India has proved to be of great 

• importance. The feasibility of profitable production of raw Ijugar in 
India has now been established and there appears a prospective inter
national market for Indian raw sugar. 

In case these propositions are accepted, it follows that the long
term policy for sugar in India should aim at continuous encourage-

. ment of the expansion of cultivation of sugarcane in the country and 
of increase in the capacity to manufacture sugar. In relation to the 
first aim it does not appear necessary to adopt any novel measure. 
The present relative prices of sugar appear sufficient to establish the 
desirable secular trend in the increase in area under sugarcane. In 
addition, it is necessary to undertake special intensive effort for the 
improvement of yields and quality of cane. The programmes in this 
behalf must be separately planned and must particularly distinguish 
between areas where present performances are highly unsatisfactory 
and where they are ~elativelY satisfactory. In relation to the produc- . 
tion of sugar, it is necessary to have a long-term policy of steadily 
increasing capacity and not to be deterred by events in individual 
years in the pursuit of this policy. The limiting consideration tn this 
regard appears now to be the production capacity of domestic pro
ducers of machinery for the manufacture of sugar. It is important 
to plan for a steady annual increase in the capacity of the sugar 
industry from the point of view of also keeping the manufacturers of 
sugar plants in steady employment. 
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What are the problems that a steady implementation of such a 
long-term policy is likely to encounter? A steady increase in the out
put of sugar may be interrupted either because of a bad season or 
because of a specially large diversion of sugarcane to production of 
gur or khandsari. Policy cannot directly deal with seasonal condi
tions; there is no reason, however, why it should not be able to bring 
about and maintain an appropriate distribution of sugarcane supply 
between gur and khandsari producers on the one hand and manufac
turers of sugar on the other. It is necessary to realise that this prob
lem is on all fours with problems of production in other commodities 
which have been sought to be dealt with by the Government and the 
Planning Commission under common production plans. We require 
today a common production plan for gur, khandsari and sugar. The 
usual instrument so far used by the Government in this domain of 
policy has been that of the variable excise. Excise is placed high 
or low relative to the advantage sought to be given to the traditional 
and the less me<;.hanised forms of production in any sphere. Unfortu
nately, sugarcane distribution has not yet been visualised as a prob~ 
lem of this type with the result that whereas the manufacture of 
sugar is subjected to extremely heavy taxation in terms of excise and 
()ther ce§§es, the manufacture of gur and khandsari is almost entirely 
free. Also there is no uniform policy in this matter and the measures 
especially in relation to manufacture of gur vary from state to state. 
The common investment and production plans for sugar cannot, how-
ever, be properly sustained in the face of such variations. . 

There is, at least, a two fold relation between the prices of gur and 
sugar. In the first instance movements in the price of sugar appear 
to affect directly movements in the price of gur. Not only are the 
movements of the two sets of prices in the same direction but also 
the ranges of variations are largely similar. Further in most move
ments, sugar prices appear as leaders. Secondly, the supply of sugar
cane for manufacture of gur is, to a considerable extent, affected by 
the relation between the prices of gur and the prices that the manu
facturers of sugar pay to producers. The relation between these two, 
established at any time, is likely to be disturbed by two sets of con
trary movements; either by a slump in the price of gur or by a sharp 
rise in the retail price of sugar inducing an equally sharp rise in the 
price of gur which rise is, however, not reflected In the price offered by 
manufacturers of sugar to producers of sugarcane. In view .of these 
established relations, it is impossible for Government to neglect the 
problem of prices of gur. If, because of inadequate supply of sugaJ;"
cane, the production of sugar becomes low, prices at. retail of suga~ 
increase; an increase in the price of sugar forces upward the price 
of gur which by making gur-making more profitable to producers 
of sugarcane further affects the supply of sugarcane to sugar 
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manufacturers. Thus a vicious circle is set up which it is difficult to 
break through. 

High taxation of sugar has been justified on the ground that the 
poorer classes in rural areas as well as in urban areas in some states 
are chiefly consumers of gur. Sugar in Indian consumption scales is 
thus classed as semiluxury. However, a, regime of high prices of sugar 
with low prices for gur is now seen to be impossible to achieve and 
maintain. Therefore, Government must realise that its ideas relating 
to the proper price level for gur must be allowed to influence the 
policy relating to the price at retail of sugar. 

It further follows that Government must have a controlling device 
through which it can regulate not only the variations in the price of 
gur but also the relative profitability for producers of sugarcane of 
manufacturing gur at given prices of gur. As pointed out above, the 
usual practicable device is a tax element which could ultimately affect 
the price obtained for sugarcane. I need not enter into the question 
of the nature of this device or the range of its applicability. I would 
merely emphasize that the policy aims I have in view are, some uni
formity in regulatory policy relating to gur price and production, 
and the ability to bring about a measure of parity in producers' price 
of sugarcane for any type of end-product without at the same time 
permanently furcing high the level of prices of gur. 

The other important problem which policy makers have to tackle 
is the adjustment of a fluctuating supply to demand. It must be 
taken for granted that the total production of sugar in the country 
will be subject to considerable variations even after the problem of 
gur has beEm relatively satisfactorily tackled. I have suggested that 
we should aim at a fairly large and increasing volume of exports of' 
sugar. The establishment of the production and export of raw sugar 
offers a proper base for the building of export policy. A long-term 
export policy assumes a minimum quota of production for export. It 
is only on the basis of such a quota that long-term contracts for ex
ports of sugar can be negotiated. However, the operation of such a 
policy requires ability to project, well in advance of any season the 
supply of and demand for sugar in the internal market; Only if this 
is done can the export market, above the minimum, 'serve somewhat 
as a cushion in relation to. domestic supplies. Also this is necessary 
for a plan of rational and specialised production of raw sugar. 

It may be assumed that with established relations and some long
term contracts the international market will be able to absorb Indian 
exports with a given degree of variability. It is obvious that one must 
be prepareli to experience somewhat large variations in prices receiv
ed in this market. These may, however, average out fairly in the 
long run. 
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Even with the development of an export market supplies available 
in the internal market will not be fully under control and given the 
unpredictability of internal demand the relation between internal 
demand and supply may be subject to severe strains in particular 
years. This means that the long-term policy for. sugar must provide 
for the creation of a distributive agency which is able to manage, 
within limits, the fluctuations in the relation of internal demand to 
supply from year to year. And this must be built up as a normal 
enduring mechanism. In the absence of such mechanism to deal with 
annual variations a steady implementation of a consistent long-term 
policy will not be possible. 

I should like to emphasise that all that I have suggested here 
requires the creation of no new machinery, the adoption of no new 
policy measures or the imposition of no new restraints or regulations. 
Control over sales by manufacturers of sugar has been in continuous 
operations for years. Ex-factory prices of sugar have been often 
under formal or informal control. There is also currently in operation 
throughout the country some system or systems of distribution of 
sugar to the ultimate consumer and an attempt at control of prices 
at retail. During the past decade many types, of regulations and con
trols have·1)ften imposed and then taken away without allOWing time 

. for or even making an attempt in the direction of creating an efficient 
structure for the distribution of sugar. Not only has the policy been 
made in the short-term but agencies have been created at short notice 
and for short terms. The. hasty implementation of ad hoc decisions 
and their quick abandonment has led to great loss of time and money 
and has left no lasting effects. 

My plea is essentially for looking at problems of production, plan
ning and export planning in India for key commodities like sugar as 
long-term problems which in their essential characteristics have 
come to stay with us. It is, therefore, best for the government to take 
the long-term view of these matters and to evolve policies, agencies 
and instrumentalities which will not only efficiently implement the 
long-term policies, but will also be found useful when changes in 
situations make it necessary to make radical adjustments in long and 
short-term policies. In this effort at regulated and orderly progress 
and in the furtherance of social objectives and national aims with 
which the co-operative sector is in fullest sympathy the National 
Federation offers its services to government to the fullest possible 
extent. 

Before closing these remarks, I would like to make at least a refer
ence to another important aspect of long-term policy. This is the need_ 
for providing adequate penalties and incentives within the policy for
efficient production and economic operation. It is possible to point to
a large number of aspects of present short-term arrangements which 
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disregard this aspect. Only a carefully framed and consistent long. 
term policy can properly provide for these and this should be done 
and as soon as effectively as possible. 

I have to apologise for having inflicted on this distinguished 
audience a perhaps lengthy exposition of views under the guise of 
a speech of welcome. However, I thought that instead of occupying 
the time allotted to me with trite observations on a varied list of 
subjects I might utilise it to light up, as much as was possible for me, 
an· important subject in which, I believe, all of us are interested. 
With this apology and with renewed welcome and thanks' I proceed 
to request our eminent guests the Hon'ble Dr. Ram Subhag Sing, 
Union Minister for Agriculture to preside over this inaugural func
tion and Hon'ble Sri M. Bhaktavatsalam, Chief Minister of Madras, 
to inaugurate this Seminar of Co.operative Sugar Factories. 
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THE National Federation welcomes the appointment of the Commis
sion and hopes that the work of the Commission will lead to the evolu
tion of a long-term government policy on the basis of a full aIid open 
examination of all issues and interests involved. The views of the 
Board relating to the subjects referred to the Commission are set out 
separately as under: (1) price of sugarcane, (2) price of sugar, (3) 
distribution and marketing arrangements and (4) licensing. 

1. Price of Sugarcane 

The Board is of opinion that the price of sugarcane should be 
linked to its quality. The Board has reviewed in the past the possi
bility of adopting the principle of paying each grower according to 
the quaUty. of his cane. In India, this encounters a large number of 
difficulties' and does not appear practicable, at least, at "this stage. 
Therefore, we accept the practice of determining a uniform price of 
sugarcane for a factory area and linking the level of payment in any 
year to the average recovery during the past year. No doubt, it may 
be more logical to relate the price of sugarcane to the recovery dur
ing the same year. However, as the recovery is the average for the 
whole year it cannot be known till the end of the season. For the. 
purchase of sugarcane by co-operative. factories from non-members 
and particularly for the purchase from cultivators by private sugar 
factories, it is necessary that the price is firmly determined at the 
time of the delivery of cane. In the circumstances, the practice of 
linking the price to be paid to the previous year's recovery of the 
factory appears to be the only workable. 

The Board accepts, in principle, the type of schedule for fixation 
of prices of sugarcane evolved by the Government of India some 
years ago. This defines the standard price as at a given level of re
covery percentage of sugar and allows for proper proportionate 
increase or decrease i.e. at so many N.Ps. per .1 of variation"in 
recovery percentage, either upward or downward. Such a schedule of 
prices of sugarcane should be logically constructed and announced 

*. Statement presented to the Sugar Commission on behalf of the Board of 
Direetors of the National Federation of Co--operative Sugar Factories, in August, 
1964. 
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well in advance of the commencement of the year. The Board is 
strongly opposed to any ad hoc tampering with the logicality or pro
portionality of the schedule or any changes or variations in it during 
the currency of the year, as have unfortunately taken place during 
the last two years. In this connection, we would draw attention to 
difficulties caused by the existing non.correspondence between the 
years for the determination of prices of sugarcane and of those for 
sugar. It is necessary that the definition of the year for both purposes 
should be the same. 

While it is necessary and desirable that the long-term policy for 
the price of sugarcane should be framed in this manner, special 
adjustments in it appear necessary for the season 1964·65. These are 
rendered necessary by the existing relative levels of prices of gul and 
sugar in this country. The very high levels of prices of gur make it 
necessary to guarantee somewhat high minimum prices of sugarcane 
even in low recovery areas. The Board, therefore, suggests that for 
the year 1964-65, a minimum price of Rs. 2/- per ton of sugarcane 
be fixed all over the country. This price need not be increased till a 
recovery percentage of 9.4 is reached. Above this recovery level, 
there should be an increase In sugarcane prices at the rate of two 
naye paise per .1 of recovery. The Board does not accept the argu
ment that a proportionate increment in the price of sugarcane is not 
required for the highest recovery areas. In the higher recovery areas, 
the price of gur also tends to rule very high, and a proportionate 
increase above the standard minimum is needed to meet, at least in 
part, the competition from gur manufacturers in the neighbouring 
areas. The Board does not expect that gur prices this year will be 
lowered significantly and, therefore, strongly advocates the Rs. 2 
minimum. It would not favour the alternative of starting with a 
lower minimum and running the risk of having to increase it during 
the currency of the season as happened last year. 

The above proposal for this year is based on the assumption that 
District or State bans on movements of gur will not be imposed dur
ing the season· 1964-65.·· The imposition of such bans creates closed 
markets and leads to disproportionately high prices of gur in parti
cular regions or areas. It folIows that specially high prices have to 
be alIowed to be paid by sugar factories to growers of sugarcane in 
such areas. The trend is then set towards different price levels of 
sugarcane for different states which have no rational or logical 
relation to each other. It is highly necessary that such cutting up of 
markets and arbitrary determination of prices be avoided. 

We would further emphasise that a long-term stable policy for 
prices of sJlgarcane could be developed only on the basis of ade~uate 
control over the production and price of gur and khandsarJ. We 
consider that it is part of our national economic policy to impose 
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:simultaneous control over all types of techniques of production 
producing a similar good for the same national market. This idea 
underlies common production plans advocated by the Planning Com
mission and is exemplified by the differential excises on such products 
as cloth and matches. If gur and khandsari prices are not under 
-control, an element capable of upsetting radically the sugar plans for 
any year will continue to dominate the situation. We, therefore, 
suggest that the Commission should prepare a scheme of taxation, 
for example, excise or sale tax, of khandsari and gur and of control 
of their prices which will make it possible to control the prices that 
manufacturers of khandsari and gur can pay for sugarcane. If this 
is not done the present meaningless competition between producers 
~f sugar and gur for supply of sugarcane will continue and will .lead 
to sugarcane prices being even more out of line with prices of other 
agricultural products than they are today. 

2. Price of Sugar 

The Board of the National Federation considers that there should 
be one common schedule for the whole country for the determination 
~f prices o{ sugar. The recent spread of sugar production capacity 
in various parts of the country is rendering calculations of freight 
advantage unnecessary. The Federation has always stressed the need 
.of evolving a long-term sugar policy based on explicitly stated 
rational principles, uniformly applied all over the country. There is 
jn operation a general trend towards greater uniformity in prices at 
the consumer level. A common all-India schedule, therefore, appears 
now to be appropriate. Such a schedule should be based on a scientific 
-costing enquiry such as that carried out by the Tariff Board in 1959. 
It would be highly desirable if the Sugar Commission itself under
takes this work immediately. 

The need for a new enquiry arises out of the large expansion in 
the sugar industry, most of it in the co-operative sector, that has 
taken place since 1956-57, the year to which the costing. enquiry of 
the Tariff Board was related. The investment of capital in the new 
units has been very high and there are other important ways in which 
the relative cost structure has undergone changes in recent years.. A 
properly designed new enquiry will lead to the framing of a cost 
'Schedule which represents actual existing conditions in the country 
much more adequately than the 1959 schedules. The common schedule 
will have, at this stage, to make some allowance for variations in 
conditions in relation to recovery of sugar and the duration of the 
season. However, the range of such variations should be strictly 
limited and should in no case be larger than those indicated by the 
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Tariff Board. Also, the determination of the range should be oriented 
towards attaining a low average level of consumer prices. We strong-
1y oppose the, widening of ranges such as has taken place recently 
because instead of averaging and evening out costs it. extends special 
protection to high cost producers. Such a move leads both to encour
agemen,t of inefficiency and to high 'consumer prices. We would fur
ther stress that the trend in sugar price policy of the future should 
be constantly towards encouraging, efficiency and reducing costs. This 
is particularly necessary if we desire, in the interests of national 
economic development, to develop substantial exports of India sugar. 

It will not be possible to determine the prices of sugar for 1964-65 
on the' basis of the results of a new enquiry, however expeditiously 
conducted. We would, at the same time, urge the Commission to ensure 
that such a new basis is available for. the year 1965-66. For the cur
rent year Le_ 1964-65 the 1959 basis would still have to·be adopted. 
In doing this, there should be no increase in the number of regions, 
viz. four, as recommended by the Tariff Board. There should also be 
no widening of the scales of duration and recovery adopted by the 
Tariff Commission. The Sugar Commission will have to modify the 
costs schedule of the Tariff Commission in one direction. This is to 
allow for the sjgnificant increases in costs in many items between the 
base costing year of the Tariff Commission and 1964-65_ We consider 
that with the information and expertise at the disposal of the Sugar 
Commission the determination of the allowance needed to cover this 
increase in costs could be done most speedily and satisfactorily by the 
Commission itself. We assume that the cost calculations for 1964-65 
will take fully into account the prices for sugarcane as determined 

, for this 'year. 
We are strongly against the giving of any short term ad hoc incen

tives, as for example, for increasing production or for extending the 
duration of the season, in any direction, as has been done in recent 
years. The adoption of such measures reflects the lack of a proper 
long-term policy in relation to the pricing of sugar and the manage
ment of its supplies. These measures result in intensifying fluctua" 
tions, and increasing inequalities and also lead to a' net loss in pro
duction. No such measures are required this year and we expect that 
the recommendations of the Sugar Commission will make them com
pletely unnecessary in the future. 

We are also strongly against the inclusion of any rehabilitation 
allowance in the price of sugar. As recommended by the Tariff Com
mission in.l959 this is a matter that should be examined for each 
applicant unit separately and should be dealt with in the light of 
general principles of industrial policy of government. 
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3._ Distribution and Marketing 

; The Board is of opinion that there is great felt need at present to 
rationalise arrangements for the bulk distribution and marketing of 
sugar and to place them on a sound lasting basis. The problem of 
distribution of sugar has to be viewed in the light of certain features 
which will dominate the situation for a long time to come. These are 
(1) Growing internal demand, (2) need for expanding exports, and 
(3) large variations in production of sugar from year to year due 
to natural seasonal and other factors. In the recent past the country 
has passed from glut to scarcity. Though scarcity may pass or its 
intensity be .relieved the basic conditions responsible for it will 
remain. Therefore even with a rapid expansion of production of 
sugar in the country the possibility of acute shortage of supply in 
particular years cannot be disregarded. The total situation thus re
quires comprehensive management of the distribution of supplies 
of sugar. 

The two main objectives of such management would be: 
(1) Guaranteeing a basic quota of annual exports for long-term 
agreements with purchasers abroad and (2) Ensuring a minimum 
quantum of supply for internal consumption. The first concern of 
any 1l~thority entrusted with this work would be to build up suffi
cient stocks, as early as possible, to ensure fulfilment of the two 
objectives. Later, as supplies become more plentiful the allotments 
in both directions could be levelled up appropriately. Even this can 
be done equitably and without upsetting markets only if continuity 
of long-term management is assured. 

Exports have hitherto been managed by a Committee of the Indian 
Sugar Manufacturers Association. The co-operatives, which in recent 
years have contributed as much as half of the exports, are entirely 
dissatisfied with present arrangements. We present a separate note 
to the Commission setting out the various happenings and actions 
in relation to which we have reason to feel dissatisfied. Anyway, it 
is obviously inappropriate to allow the management of national ex
perts to rest with a private sector organization and. we suggest that 
the management of exports should be one of the main functions 
entrusted to the Marketing Board which Government proposes to set 
up. The Board should be given all the powers necessary to discharge 
this function satisfactorily. 

Internal distribution within each state is being managed by the 
government of the state. This is a highly detailed local business which 
should continue to rest with governments of states. Ultimately, in 
each state the management of the entire business should be in the 
hands of co-operative organizations at various levels. The details of 
this will have to be worked out independently with governments in 
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each state. The main difficulty faced in this matter, so far has been 
that the states have acted on a temporary basis in each emergency 
and have not maintained a continuous organization for distribution 
of sugar. They should be advised to route sugar supplies whether 
small or large, through a permanent organization in the future and 
to aim at continuous improvement of its efficiency, 

In relation to internal distribution the function of the Marketing 
Board should be to determine the total allotment in any year available 
for internal consumption and to make the allocations to individual 
states and to any extra-state organizations. The Board should have 
nothing to do with distribution of sugar within each state. 

The Marketing Board should take over the entire production Of 
sugar from individual factories. We are strongly opposed to the idea 
of a part of the production being left with individual factories for 
independent sale. We view the entire operation as of comprehensive 
long-term management to serve national ends. In such a context 'all 
that producers of sugar should expect is a fair price determined so as 
to afford incentive to efficiency. Extra and ad-hoc incentives are not 
needed and their administration always leads upsetting and confusing 
the more permanent arrangements. 

The price at which the Marketing Board takes over sugar wiIl be 
determined in the manner suggested by us above in the section on 
'price of sugar'. We e)rpect that the price for 1965-66 wiIl be based 
{)n the results of the scientific enquiry conducted, by the Sugar Com
mission. Any revision of the price so determined in future years 
should take place only after another similar enquiry or after another 
public review of policy by a duly constituted Commission or Com
mittee. We would strongly urge the maintenance of the practice of 
making prices on the basis of objective data available for public 
scrutiny and not only by officials within the department. 

The Board should be set up as a. statutory authority which would 
report to Parliament. It should consist, apart from officials or experts, 
{)f representatives of both producers and consumers. 4mong repre
sentatives of producers adequate representation should be guaranteed 
to the co-operative sugar factories. 

4. Licensing 
The Board is impressed with the great possibility and urgency of 

expanding sugar industry in India speedily. The present consumption 
{)f sugar in India is at a very low level. Even at the relatively high 
prices ruling recently, domestic demand has remained active and there 
appears considerable scope for further continuous increase in 
domestic consumption. The prospects for export of Indian sugar also 
appear fair. If the price policy for sugar is oriented towards encour
aging efficiency and lowering the cost of production a high average 
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~f profitable exports should prove practicable. A steadily increasing 
-demand for Indian sugar thus appears assured. The situation on the 
side of supply is equally favourable. There is already an active trend 
-towards expansion of the area under sugarcane. In view of the planned 
increase in irrigation, especially in Peninsular India, the scope for 
further increase in sugarcane area appears very considerable. Also, 
in the intensively cultivated irrigated areas the prospects of increas
ing the yield per acre are very promising. The manner in which new 
~o-operative sugar factories have been speedily established and have 
begun to operate efficiently also augurs well for the programme of 
future expansion. Everything thus points to the need for embarking 
on a long term plan f~r steady expansion in the capacity to produce 
sugar within the country. The Sugar Commission should lay down 
the main lines and requirements of such a plan. It should also recom
mend the need to follow the plan of expansion steadily and not to 
allow it to be upset every now and then, with much resultant short 
~nd long term losses, as has happened in the past. We hope that the 
new proposed distribution mechanism will take care of the short term 
changes which have led to fluctuations in official policy in former 
years. The main limiting consideration in relation to annual addition 
to production capacity appears to be the rate at which domestic manu
factu):.ers of machinery for the manufacture of sugarcane produce 
new plants. It is important to plan for a steady annual increase in 
production capacity o~ the sugar industry from the point of view 
of also keeping the manufacturers of sugar plants in steady employ
ment. 

The Board puts in strong claim for the establishment of all new 
units in the co-operative sector, and for highly preferential treatment 
of the co-operative sector in the grant of licences for extension of 
capacity of old units. It would be generally agreed that the sugar 
industry is eminently fitted to be placed wholly in the co-operative 
sector. Sugar manufacture is essentially no more than an elaborate 
-processing activity. Processing is the activity that is necessary to be 
undertaken before agricultural produce can be properly marketed, 
"and as such it is an activity that should take place close to agricultural 
-production. If the activity can be undertaken and organised by the 
-producers themselves as a mutual service, its organisational efficiency 
and social propriety are obviously enhanced, We are thus fully justi
ned in asking government to extend its policy of preference and to 
give the fullest scope for the growth of co-operative enterprise in 
this industry. 

This natural claim is greatly fortified by the performance of the 
co-operative sugar factories during the last fifteen years. In spite of 
unfamiliarity and other handicaps co-operative factories have come 
to be established and worked successfully against a large variety of 
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ba~kground. They have been able to gO'into production within' Ii 
reasonable period of obtaining licence and have shown that they 
attain efficiency in both production of sugarcane and manufacture, 
of sugar at an early stage. Because of their organisational structure 
they are interested in and are able to influence directly improvements 
in the production of sugarcane. The production performance of the 
co-operative sector during the last two difficult years has been spe
cially impressive. We thus feel fully justified in demanding' that 
government should extend ,further in scope and depth its policy 
decision to give preferential treatment to the co-operative sector in. 
future progress of the' sugar industry in India. 

We would lay down two general guide lines for the licensing policy 
of th,e future. Firstly, that at the size at which sugar production now 
begins to be efficient, usually t!lken round a plant of a crushing capa
city of 1,000 tons per day, new co-operative sugar factories should 
be established as widely and numerously as possible. It is generally 
agreed that there is great need of dispersal of industrial activity 
throughout the country. Therefore, wherever there is, or can be easily 
propagated, a volume of concentrated production of sugarcane suffi
cient to enable an economic unit of sugar manufacture to be estab
lished, every effort, encouragement and opportunity should be given 
for the establishI1}ent of such a unit. 

Secondly, co-operative sugar factories which have already proved' 
their efficiency should be enabled to expand their operations provided 
there is enough cane available within a reasonable distance of the 
factory site and, provided also that the extra cane is obtained by 
enlarging the membership of the co-operatives rather than by re
sorting to purchase of non-member cane. 

It is necessary, in the context of licensing policy, to discuss briefly 
a proposition that is often put forward. It is said that increased sugar 
production should be brought aoout, chiefly, through licensing of addi
tional capacity. This is justified on two grounds. Firstly, that it will 
enable older producers in some areas to make their production 
economic, and secondly, that the capital cost of additional production 
wiIl thereby be kept 'low. The two arguments need to be examined 
separately. In the first instance, there are a number of units today 
whose operation is found to be inefficient or uneconomiC even though 
their size is not much below the one thousand ton level. This is be
cause of a number of considerations such as insufficient or fluctuating 
cane supply, the low quality of cane avaiIa]:>le or obsolete machinery 
or ill-balanced plant. It is obvious that ip. such cases, the proper 
remedy is not the extension of existing capacity. These require rather 
a replaeement.rehabilitation programme either in the matter of exist
ing plant and equipment or in the matter of existing cane sup?ly_ It 
;. "n,,~l1v nhviollR that in areas where cane haa been traditIonally 
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grown for decades and where the prices offered for cane during the 
last decade have been continuously remunerative, a programme of 
sugarcane rehabilitation is not dependent on creating an additional 
demand for cane. Experience of the last two years has, in fact, empha
sised that, given the demand for gur and khandsari, the demand for 
sugarcane of existing factories far exceeds the supply available to 
them at prices they are able to offer for sugarcane. In the circum
stances, it is obviously illogical to suggest that additions to capacity 
of existing units will improve the condition of the sugar industry or 
of sugarcane cultivation as a whole in such tracts; though such addi
tions will, no doubt, allow some existing units who are already doing 
well or are at the margin to improve their position greatly, chiefly 
at the cost of other competitors. 

This is not to suggest that official policy should not actively tackle 
problems of such stagnant areas. The basic problem of improving 
the : organisation and methods of the production of sugarcane have, 
however, to be tackled by a radical and comprehensive long-term plan. 
In the process, the rationalisation of the location of plants and of the 
operation_of the existing units can further be undertaken. Moreover, 
as an integral part of such programme of rehabilitation and re
organisation, the co-operativisation of sugar production in these areas 
shQuld also be attempted. The present spread of co-operative effort 
in sugar production, is unfortunately extremely uneven. No effort 
is being made to convert units in the older areas of established 
industry into co-operatives. Advantage should be taken of the pro
gramme of rehabilitation to start this process also. 

It is, at the same time, important that policy governing new licens
ing of capacity should not be diverted from its proper end, which is 
that of efficient production in a dispersed manner, by consideration 
{)f problems of rehabilitation in the stagnant areas. The argument 
that the capital cost of expansion of existing units would be lower is 
-3. familiar one which always does service in the cause for further 
-concentration.' It is particularly weak in the sugar industry where 
total costs of manufacture ar,e relatively low in the price of the final 
product and where such other costs as of transportation of raw mate-
rials are high. , 

The economics of the transport of cane have hitherto been neglected 
in the Indian sugar industry. This is because of the dominance of the 
U.P. and Bihar industry where the purchase of cane is ex-gate and 
the transport cost is borne by the cultivator. The working of co
operative sugar factories, especially in Maharashtra, has yielded in
formation which throws valuable light on this problem. These co-ope
rative sugar factories themselves undertake the harvesting and trans
port of their members' sugarcane. They are enabled by this procedure 

1;0 rationalise their programme of crushing and also gain through 
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higher recovery of sugar because of the relatively short interval ot 
time between the cutting of sugarcane and its crushing. Detailed data. 
are available which show variations in costs of harvesting, transport. 
etc. as between the different factories. Even though the areas of the 
co-operative sugar factories in Maharashtra were demarcated so as 
to keep down costs of transport, it· is found that the variations in 
average annual costs of different factories are large and reveal a 
range of almost from Rs. 5 per ton to Rs. 9. These data emphasise the 
great importance of costs ·of transport. They show that an increase 
in these costs through widening of the area of supply of sugarcane 
ill likely to outweigh any decrease in costs through increase in scale 
of manufacture. It may be noted further that the Maharashtra data 
throw no light on the loss of sugar consequent on the lengthening ot 
the time interval between cutting the cane and crushing it. In the 
practice of gate delivery of cane the cultivator bears the cost of trans
port. The cultivator also gets a lower price for his cane with the 
lowering of the average recovery following delay in crushing. This 
is, however, no question of merely who bears the cost. The lowering-· 
of the average recovery of sugar is a national loss because of the 
failure to take proper care in planning utilisation of the raw material. 
The economics oNhis question has not been studied so far. We would" 
urge the Sugar Commission to pay special attention to this problem 
of balancing the economies of scale in costs of manufacture against 
increased costs and losses because of enhanced distance and time due 
to widening of area Of supply of cane. 

We have suggested that a new co-operative unit be sanctioned 
wherever there exists, or can easily be brought into being, an ade
quate volume of concentrated production of sugarcane. This will lead" 
to dispersal of some capacity all over the country. This we think 
desirable in view of the need to encourage growth of valuable crops 
in as many regions as practicable and in view of the costs of trans
port, etc. in moving sugar supplies over long distances. However, 
beyond the point where local production is feasible or economic there 
will have to be concentration of production both for the extra internaT 
supply and for export. We would suggest that the planning of this 
concentration should be related chiefly to natural advantage and: 
economic production. 
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IT gives me great pleasure to welcome the distinguished guests, re
presentatives of member factories and invitees to this Fifth Annual 
meeting of the National Federation of Co-operative Sugar Factories. 
I am particularly grateful to Hon'hle Shri C. Subramaniam, Union 
Minister for Food and Agriculture for having agreed to our request 
to inaugurate the proceedings and to Hon'ble Shri S. K. Dey, Union 
Ministry for Community Development and Co-operation who has 
agreed to address the meeting. 

Before proceeding further, I wish to pay our humble homage to 
the late Prime Minister - Pandit Jawaharlal Nehru. Pandit Nehru 
was a great believer in the co-operative way and a whole-hearted 
champion- of co-operative development. The void created by his death 
is thus especially large for co-operators and co-operative organi
sations. 

The report of National Federation for the last year which has been 
supplied to the members, gives full information in relation to the 
work of the National Fed!!ration and the progress of the co-operative 
sector of the sugar industry. I shall not go over all this ground but 
shall confine my remarks to a few salient points to which I feel it is 
desirable to draw your special attention. 

The performance of the co-operative sector in sugar industry has 
been satisfactory during the year 1963-64 and factories in the sector 
continue to account for increasingly higher proportion of the total 
production of sugar in the country. The production of the co-operative 
sector this year was 5.98 lakh metric tons in the total National pro
duction of 25.67 lakh metric tons, the co-operatives' share of the total 
National production in 1963-64 thus stood at 23.3%. This was as com
pared with 22.4% in the previous year. During both the years 1962-63 
and 1963-64, the steadiness of production of co-operative sugar fac
tories testified to the loyalty of their members and to the stabilising 
element introduced by co-operative organisation in the maintenance 

• Presidential address at the Fifth Annual General Meeting of the National 
Federation of Co·operative Sugar Factories Ltd., held on the 22nd November, 
1964, at New Delhi. 



256 WRITINGS AND SPEECHES ON CO-OPERATION 

of productive activity in the sugar industry. The co-operative sector 
has also been able to contribute in a special measure to the implemen
tation of government policy regarding the production of raw sugar 
for export. When this policy was announced in 1962, eight co·opera
tive sugar factories immediately took upon themselves to produce raw 
sugar. The number offering to produce raw sugar during 1963-64 in 
the co-operative sector was 18. The Government of India accepted 
the offer of only 14 factories and directed them to produce certain 
quantities of raw sugar. It may be noted that the share of co-opera
tive sector in the production of raw sugar in 1963-64 was 44%. Tech
nical data indicate that the productive efficiency of the co-operative 
sector was on an average very satisfactory. The first two highest re
covery percentages of sugar recorded during 1963-64 on an all-India 
basis were those of two co-operative sugar factories in Maharashtra. 
The co-operative sugar factor ,es have also shown creditable perfor
mance in relation to implementation of licensed capacity. With the 
help of technical advisers of Government and the Federation, the pro
-gress of newly licensed factories in installation and going into 
production has been consistently satisfactory. 

The establishment of co-operative sugar factories in all States in 
India owes a great deal to the assistance and encouragement by gov
ernments of the States and of the Union. It was in the first instance 
the policy decision to give preference to co.operatives in licensing 
new units that made possible a rapid and countrywide establishment 
of co-operative sugar factories during the last decade. We gratefully 
acknowledge the varied assistance by governments which has helped 
to bring into existence a vigorous co-operative sector in the sugar 
industry. The facts regarding the performance of the co-operative 
sector during 1963-64 briefly set out by me, and set out in greater 
detail in the Annual Report of the Federation, will make it clear that 
the co-operative sugar factories have fully justified the policy of Gov
ernment in relation to co-operatives. I may, at the same time; point out 
that while government assistance by way of contributing to the share 
capital and giving preferential treatment for licensing has been im
portant and essential, there has been no element of subsidy or special 
privilege in the treatment accorded to co-operatives. The co-operatives 
have fully borne all the financial and other burdens connected with 
their establishment and operation on the same terms as other units 
in the industry. I may note, in this context, that the Chairman of the 
Industrial Finance Corporation of India, the Organisation which has 
been in tlle main responsible for lending long term capital to co· 
operative sugar factories, has described the performance of the co
operative sugar factories in repaying loans taken from the Corpora
tion as "excellent". It is necessary to draw pointed attention to these 
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facts; because it is often implied, in comment by interested parties, 
that the co-operative sugar factories are neither efficient units nor 
iinancially sound propositions. 

I may go on at this stage to refer to a contention made recently by 
representatives of the private sector that Government's policy re
garding preferential treatment to co-operative needs to be revised 
and that the co-operative and the private sector should be placed on 
a footing of equality in the matter of licensing of sugar factories. It 
is necessary to emphasise that reference to equality of treatment of 
the co-operative and the private sector in the matter of processing 
agricultural produce is completely misleading. It is even most mis
leading in the case of the processing of sugarcane. In an economy 
that is being developed according to plan and in a regime where 
establishment of sugar factories can only be done by obtaining a 
licence from government, the establishment of factory not only con
fers a privilege on the organisation which obtains the lincence but 
also imposes an obligation towards the manufacturer on the producers 
of sugarcane in the surrounding area. It is obvious that the need to 
rationalise the use of invested resources must lead to avoidance of 
duplication or overlap in the establishment of factories. Once, there
fore, anybody obtains a licence for the establishment of a sugar fac
tory, he is automatically placed thereby in the position of being the 
sole purchaser for the sugarcane of all sugarcane producers in the 
neighbouring area. In the circumstances there is every reason why 
government should give the licence for the establishment of a sugar 
factory to producers of sugarcane in any area, if they agree to come 
together in "a co-operative effort, and there is every reason against 
creating in favour of a private party, unconnected with the producers 
of sugarcane in the area, the privilege of being the sole purchaser of 
the produce of cultivators. Logically, I would even go further and 
suggest that steps should be taken gradually to bring into the co
operative sector the existing units in private hands. I am indeed con
vinced that particularly for those areas in which the industry is at 
present stagnant, a combination of interests of agriculture and manu
facture in one co-operative unit is the only means through which 
revitalization of total economy could be brought about. 

A reference to the history of the establishment of the industry in 
Maharashtra will illustrate fully what is said above. The industry in 
Maharashtra owes its beginning to the requirement felt by govern
ment for establishing enterprises which could profitably use water 
from government irrigation works. However, the establishment of 
sugar factories, following on official adoption of the policy, could not 
be brought about until government also exercised its powers to 
acquire land by purchase or on lease from the cultivators in the sur
rounding area for production of sugarcane by the factory. It may be 
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noted that till the establishment of co-operative sugar· factories in 
Maharashtra, the private sector sugar factories in that region always 
claimed that they produced, in the main, their own sugarcane and 
refused, on this ground, to undertake any obligation to. purchase 
sugarcane of farmers in the neighbouring villages for being crushed 
in their mills. It was only after the establishment of co-operative 
sugar factories that they changed this attitude and have now begun 
to claim the zoning arrangements on the lines of those obtaining in 
other states may be enforced on cultivators in Maharashtra. It is 
obvious that the Maharashtra peasants cannot now accept this claim 
and will insist to the utmost of their economic and political ability on 
their right to establish their own co-operative sugar factories for 
crushing their cane. In sum, all considerations of equity and justice 
require that the offer of a licence for the establishment of a sugar 
factory in any area ought, in the first instance, be made to the culti
vators of the sugarcane in that area and that to make the offer to any 
private party is in fact to create arbitrarily a privileged position in 
relation to the body of cultivators in favour of that private party. It 
is also to endow that private party with a privilege to make earnings 
on the basis of the production of the cultivators, which earnings even 
apart from the talk of a socialistic society or a co-operative common
wealth, should' in fairness accrue to the cultivators. 

While the claim of the co-operative for obtaining the first offer for 
the manufacturing licence is based on the position of sugar manu
facture as a processing of cultivators' production, it is important to 
look to other aspects also of the results of establishment of co-opera
tive large-scale industry in the countryside. I would refer only to the 
more salient of these. In the first instance, it makes for a wide dis
persal of the ownership of means of production and a direct pa:rti
cipation in the conduct of the industries by those closely connected 
with it. The establishment of dispersed ownership and of such a mean
ingful relation of industrial units with constituents of neighbouring
society have been adjudged as extremely important factors for peace
ful progress and for development of social values in the advancing
industrial age. In more concrete term, it is also seen how the estab
lishment of a co-operative unit like a sugar factory helps to trans
form the entire countryside surrounding it. This is not only through 
distributing widely the advantages of economic gain flowing from the 
establishment of industry but also by providing a focal organisation 
with ample economic resources, adequate and appropriate organising
capacity and direct interest by its very nature, in the development of 
the whole neighbourhood. I should like to point to co-operative fac
tories in Kiaharashtra and elsewhere, where they have been func
,tioning for any length of time, as obvious illustrations of the claim 
. set out above. If anybody wants to convince himself of the difference 
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made to rural society and impliedly to the Nation as a whole by the 
establishment of co-operative sugar factory, he could look into the 
active leadership given and transformation that is being brought 
about in these areas. 

I am aware that the organisational structure and operations of all 
co-operative unitS are not equally satisfactory. I also note that be
cause of defects of structure or want of wide diffusion of ownership 
in some of our units, economic performance and attention to social 
objectives have not always been adequately evident. I would plead for 
a judgement on the potential performance of the co-operative form 
not being based on the performance of a small number of such units. 
I would at the same time, acknowledge in this context the responsibi
lity of non-official co-operators of all areas. I accept on behalf of the 
National Federation of Co-operative Sugar Factories the responsibi
lity of its Directors and leaders to see that economic inefficiency or 
backsliding from proper social aims should be prevented in case it is 
evident among any of our member factories. However, I would also 
urge on governments, especially of the states, to examine in what 
measure they .also can help to remedy these defects. There are in
stances where official policies or official directives make it impossible 
for non-offiCial leadership to play its part. In extreme cases the struc
ture of official policy makes it impossible for even such leadership to 
emerge. It is an essential requirement of the attainment of our 
national objective in this behalf that the efforts of non-official co
operators and official policy be joined together in order to see that 
individual co.operative units play the part assigned to them in a 
worthy manner. 

It may be excused if in this welcome address I deal apart from 
special problems of co-operatives also with some aspects of national 
sugar policy. I have had occasion to point out many times how a 
proper formulation of long term sugar policy has been overdue. It is 
no exaggeration to say that during the last fifteen years, official policy 
in relation to sugar production and to prices of sugarcane and sugar 
has been shaped almost exclusively by short term consiaerations. As 
a result, more often than not, government action has accentuated. 
fluctuations and added to the difficulties of the current situation. 

In these circumstances, the action of the new Minister for Food 
and Agriculture in appointing a Sugar Enquiry Commission was ex
tremely welcome. This, it was hoped, indicated that henceforth sugar 
policy would be formulated in relation to long term considerations 
objectively assessed and analysed and which could be set out for· 
public information and discussion. I have to note with regret that 
this hope has not been realised so far, that is, in' relation to the in
terim report of the Sen Commission. The report has not been pub
lished and consequently there is no definitive information available 
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regarding the recommendations made by the Commission and the 
grounds on which they were based. Moreover, such reports regarding 
the recommendations as are available suggest that government has 
departed in its final decisions, to a significant extent; from the recom
mendations of the Commission. The departure has unfortunately been 
iJ;l the direction of retaining, against the advice of the Commission, 
some undesirable features which had crept into sugar policy in the 
last three years. 

I may particularly draw attention to two ·features of the recent 
decisions of government relating to prices of sugarcane and sugar. 
The co-operative sector has accepted, in principle, the type of schedule 
for fixation of prices of sugarcane evolved by the Government of India 
some years ago. This defines the standard price as at a given level of 
recovery percentage of sugar and allows for proportionate increase 
or decrease therein. The National Federation emphasised this when 
it went before the Sugar Enquiry Commission and gave evidence and 
stressed that such a schedule of prices of sugarcane should be logically 
constructed and announced well in advance of the commencement of 
the year and strongly opposed any ad-hoc tampering with the logical
ity or proportionality of the schedule or any changes or variations 
in it during the currency of the production period as had unfortun
ately taken place during the last two years. The National Federation 
sllggested that very high level of prices of gur made it necessary to 
guarantee somewhat at higher minimum prices of sugarcane even in 
low recovery'areas and that a minimum price of Rs. 2/- per maund 
of sugarcane be fixed all over the country linked to a recovery per
centage of 9.4, and increase it at the rate of two paise per 0.1 of 
recovery. We were, therefore, glad to learn that the Sugar Enquiry 
Commission had recommended to Government the minimum price at 
Rs. 2/- per maund linked to a recovery of 9.4%. The Government 
has, however, decided to link this price of Rs. 2/- per maund to a 
recovery of 10.4%. It is obvious that this decision does not conform 
to the announced policy of Government to link the price of sugarcane 
to its quality. The number of sugar factories in the country other 
than those situated in Maharashtra and Gujarat having a recovery 
of 10.4% for a prescribed period is very small viz. 14 out of 158. 
The co-operative factories in Maharashtra and Gujarat were paying 
the sugarcane price on the basis of their financial results even when 
all other sugar factories in the country were required to pay sugar
cane price at a flat rate on a weight basis. Thus this year's formula 
relating to the price of sugarcane marks a virtual shift back to the 
old system of payment of price on weight basis. We greatly regret 
this apparent retrogression in government policy and fervently hope 
that on, a fuller consideration of the question long term policy would 
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be formulated on the basis of linking of price to quality adopted a 
few years ago. 

There is also one particular aspect of the recently announced 
prices of sugar for 1964-65, on which it is necessary to offer some 
comments. This relates to the division of the country into zones for 
determination of price of sugar. The National Federation in its evid
ence before the Sen Commission advocated, as the proper goal for the 
national policy for price of sugar, one common schedule for the whole 
country. It was recognised that the common schedule would have at 
this stage to make some allowance for variations in the conditions in 
relation to the recovery of sugar and the duration of the season. It 
was at the same time necessary that the range of such variations 
should be strictly limited and should in no case be larger than that 
indicated by the Tariff Commission and further that the determina
tion of the range should be oriented towards attaining a low average 
level of consumer prices. The Federation is strongly opposed to the 
proliferation of zones and the widening of ranges such as have taken 
place recently, because such moves lead inevitably to the encourage
ment of inefficiency and high consumer prices. It is understood that 
the recommendations of the Sen Commission were substantially' on 
lines of the yiews expressed by the Federation and that it had recom
mended formation of four zones and had narrowed the range of 
variation in prices as compared to the range of official prices for 
1963-64. It is unfortunate that Government does not seem to have 
found it possible to accept the recommendations of the Sen Commis
sion in this behalf. It is surprising to find that whereas in the whole 
Uttar Pradesh, the Sen Commission had recommended only two 
divisions, the Government's announcement has divided the western 
part of Uttar Pradesh itself into four distinct divisions. In my 
opinion, the long term effects of following such a policy of divisions 
within contiguous areas are not likely to be in national interest. At 
this stage I find consolation in the fact that Government has referred 
the whole question of determination of prices of sugar afresh to the 
Tariff Commission and that the official policy to be adopted next year 
in the light of the findings of the Tariff Commission may steer clear 
of the aberrations that it has exhibited during the last two or 
three years. 

May I before closing these comments also put in a plea for informal 
consultations before Government announces its final decisions? Such 
consultations will, at the least, have the advantage of enabling those 
who directly bear the effects of the decisions to understand and, if 
possible, appreciate the rationale of official policy. 

Before concluding I should like to express my thanks to members 
of the Board of Directors of the Federation for the hearty co-opera
tion given to me by them during the last year in the working of the 
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Federation. I would also record my appreciation of the work of the 
officers and members of staff of the Federation. Shri Moorthy, our 
Secretary has proved himself a very capable organiser. He and our 
technical officers are doing very good work and the factories in the 
co-operative sector have greatly benefited by the assistance rendered 
by them. 



CO-OPERATIVE PROCESSING* 

'THE progress of co-operative activity in India during the last 15 
:years has been remarkable. Before 1945, it was chiefly in the field of 
2"ural credit that co-operation had established itself. However, as was 
revealed by the Rural Credit Survey conducted by the Reserve Bank 
of India, at the beginning of the 'fifties, only about three per cent of 
the total outstanding borrowings in the countryside were then pro
vided by co-operative agencies. In relation to other activities, such 
as marketing and processing, the performance was even less exten
sive and was very patchy. In the urban areas, the main co-operative 
.activity was salary earners' credit societies. Consumers' stores were 
in evidence only in a few centres in the South. During the last 15 
years, deliberate efforts have been made by government and by non
<official leaders of the movement, which have led to some striking re
<suIts and which indicate the direction of possible future progress. 

Pro!/(1"ess in; Credit 

The greatest progress achieved has been in the older established 
·1!Ystems of co-operative agricultural credit. In quantitative terms of 
"the overall percentage of rural borrowings supplied by co-operative 
oagencies, the progress within just over a decade was from about 
1/30th of the total to about a fourth. In a large number of districts 
in India, co-operative credit represents today the most important 
'source of credit available for agricultural production. There has been 
-equally remarkable advance in some States in land mortgage, or as 
it is more properly called, land development banking. In a few States, 
the older programme of government assistance to cultivators for ape
-cial purposes, has been entirely taken over by co-operative agencies, 
cas also government schemes for assistance in capital investments such 
as in wells or purchase of tractors and pumps. 

Marketing 

Marketing or more comprehensively sale and purchase activity, 
llas been another field in which considerable progress has been made. 
In part this has been helped by special favour shown by Government 

• Indian Co.operative Review, October, 1965, pp. 639-43. 
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to co-operatives as distributors of supplies which were officially con
trolled such as fertilizers, iron and steel and cement. On the other 
side co-operatives have organised sale of agricultural produce, fune
tioning chiefly as selling agents for the individual agricultural pro
ducer. However, the progress in distribution and marketing has net. 
been as large or as uniform as in credit activity. And in sale of agri
cultural produce it has gone on to higher form of activity chiefly when 
linked with processing. 

Integrated Co-operative Development 

During inter-War years, there had been only one important deve
lopment in processing activity - that of the cotton ginning ancJ 
pressing societies in south Gujarat. After 1950, planned progress has 
been made in a number of directions. Co-operative cotton ginning 
and pressing has spread to other States; rice milling, expelling of oil 
have been established in the Co-operative Sector in many districts in 
some States. Some centres of a highly efficient dairy processing in-' 
dustry have lalso grown up. The most remarkable development has 
been the establishment of a Co-operative Sector in the sugar manu
facturing industry. Beginning with almost nil in 1950, the Co-opera
tive Sector w~ responsible for almost a quarter of the total produc
tion of sugar in India in the last season. 

The experience of the last 15 years embodies a number of useful 
pointers. In the first instance, it indicates that once a community and 
its leaders begin to appreciate the importance of the co-operative way 
it is easy to establish all types of co-operative activity within it. The 
proposition might be illustrated in two ways. First, this is borne out 
by recent developments in what are considered to be the more advanc-f 
ed States or areas. In these not only have all forms of rural co-opera-' 
tion such as short and long-term banking, marketing and processing' 
developed together but also urban co-operative banking and such 
lately enlarged efforts as consumers' central stores have shown 
remarkable progress. Secondly, it is in these areas that co-operative 
activity is truly self-reliant; that is, not only are co-operative business 
organisations run without guidance or assistance of official personnel 
but also co-operative policy is formulated and experimentation under
taken on own initiative. The second important lesson learned is that' 
of the value of integration and the mutually supporting role of vari-' 
ous types of co-operative activities. This has been most actively 
demonstrated in the rural economy where the more integrated 
co-operative activity becomes the more powerful and successful it is. 
Short-term'; intermediate credit, development credit, marketillg of 
agricultural produce and its processing are all intimately connected 
with each other. If all of these are managed by co-operative agencies. 
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it becomes possible, on the one hand, to give ample credit for produc
tion and development purposes because its repayment is assured and 
on the other it becomes possible to conserve for the cultivator the 
additional gains obtained through marketing and processing activity 
and also to give him adequate protection from seasonal fluctuations. 

Obviously, these operations can most easily be established in rela
tion to commercial crops. Therefore, the most notable advances have 
been in fields of sugarcane, cotton, groundnut, etc. The foodgrains 
economy presents some difficulties in organisational terms. In the first 
instance, the marketable surplus is, in this instance, a much smaller 
proportion of total production. Secondly, the relative buoyancy of 
prices of commercial crops pas made the foodgrains economy rela
tively stagnant so that barring some districts in the South, improve
ment of practices and increased inputs have been absent in this field. 
Moreover, prices of foodgrains and trade in foodgrains have been sub
ject to more controls than other crops and the regulatory measures 
have neither been consistent nor have usually turned out to be of ad
vantage to cultivators. The fact that, except in rice, the crop has not 
to be processed before sale presents another difficulty in extension of 
co-operative credit and marketing in the foodgrains area. 

Lines of Growth 

In the light of the above analysis the possible course of future deve
lopments and their requirements could be indicated. The first step is 
that of the establishment of a ,viable and expanding credit structure. 
Much thinking has been done and experience gained in this matter in 
recent years and the main elements of policy have been firmly deter
mined. The main requirement in this field is now appropriate action 
by non-official leaders and by Government in the different States. A 
high level group at the Reserve Bank has recently studied carefully 
the question of uneven development in co-operative banking and credit 
from State to State and has suggested a number of practical remedies 
for bridging the gap and removing the disparities. Even this group, 
however, found that if institutional credit in the less developed areas 
could be linked with some marketing activities as that on behalf of the 
Food Corporation, the process of building up of the co-operative credit 
system would become very much easier and more secure. 

Marketing itself is intimately connected with processing. When 
producers bring their produce for processing in the co-operative pro
cessing unit, the successive steps of pooling, grading and standardiza· 
tion of produce and averaging of prices over periods become easy. 
When these steps have been achieved the link between the cultivator 
and money-lender-trader system is snapped and farmer economy is 
placed firmly on its feet. 
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Co-operative Indus·trial Complexes 

On a wide base of agricultural processing, complexes of industries 
of various types could be raised. It is seen that wherever this has 
been done the rural economy gets immediately transformed and 
immensely strengthened. Larger surpluses become available for fur
ther investment and larger inputs make for technical and economic 
advance in both agriculture and industry. The most important prob
lem facing Indian economy today is perhaps that of rural industriali
zation. If this could be achieved on the basis of co-operative activity, 
the bulk of the rural population will become involved in the process 
and peaceful and concurrent socio-economic development of all classes 
will become practicable. The centrality of processing derives from 
its contribution in both directions. On the one hand it strengthens 
the functioning of the agricultural credit and marketing systems; on 
the other, it provides a wide base .for rural industrialization. 

Because of the small scale and widely dispersed farming activity 
in India and the underdeveloped means of communications, process
ing of farm products requires to be undertaken on the smallest scale 
that is technically efficient. In many fields the processing industry is 
not efficient and research is required for discovering the most suitable 
techniques and 'operations for our processing industries. Processed 
farm products and the by-products of the processing industry 
represent the main resource base of rural industry. Our most impor
tant immediate requirement is studies in depth regarding the possi
bility of developing a series of industries on the basis of agricultural 
and other primary products and their processing. The primary 
processing co-operatives could be organized in a tier of federal co
operatives for establishing and operating these more complex indus
tries. Once industrialization on the basis. of primary products is 
underway other possibilities would emerge. The most important of 
these are related to implements, machinery and power required for 
agriculture and rural industry. The development of processing and 
that of power and machinery must proceed side by side. 

Helping the Weaker Sections 

It has been often noticed that co-operative development so far has 
benefited the middling and substantial cultivators much more than 
the small uneconomic holders of rural labourers and artisans. This 
is because the production base of these latter classes is very narrow 
and the emphasis in co-operative development so far has been on 
helping agricultural production. The only way in which the economy 
(If these classes can be strengthened is to include in development plan
ning, projects specially oriented towards their needs; projects as 
those of diversification of the economy with greater emphasis on 



CO-oPERATlVE PROCESSING 267 

animal husbandry for the uneconomic holder, organization of labour 
co-operatives for taking advantage rationally of increased employ
ment opportunities created through development programmes and 
increasing the bargaining strength of these classes, improvement of 
the techniques in traditional industry and organizing the marketing 
of their produce, conserving and deveklpment of resources such as 
those of forests, pasture, wasteland and connecting their exploitation 
with economic activity of these weaker sections. The failure of the 
co-operative credit system today to look adequately after the require
ments of the weaker sections arises not out of lack of resources with
in the system, but out of the inadequate repaying capacity at present 
levels of operations of these sections. Apart from what government 
programmes will do, some co-operative central organizations have 
begun to experiment with the solution of the problems of weaker 
sections. However, in the ultimate analysis, the solution on a country
wide basis necessarily depends on diversifying and broadening the 
base of economic activity and increasing employment opportunities. 
As it is clear that the limit beyond which intensive agriculture by 
itself will not absorb additional manpower is easily reached in most 
parts of India, rural industrialization is the key to diversification of 
the ec.0Jlomy and better exploitation and conservation of resources 
that are very necessary for providing for the welfare of the weaker 
sections. In this sense also, we return to the basic importance of in
vestigating the feasibility of spread of processing activity in the Co
operative Sector and of building up a programme of rural indus
trialization on its basis. 



CASE FOR CO-OPERATIVIZATION OF SUGAR INDUSTRY'" 

I am extremely happy to welcome you all to this twenty-first Meet
ing of the Board of Directors of the National Federation of Co-opera
tive Sugar Factories. I am glad to say that the performance of our 
member factories is highly satisfactory. The recently licensed eo-· 
operative sugar factories have been able to go into production within 
a reasonable period of obtaining the licence. The co-operative sugar
factories in production have shown that they attain efficiency in both
production of sugarcane and manufacture of sugar at an early stage .. 
The co-operatives have also proved that they are fully responsive to' 
the needs of public policy such as in the production of raw sugar. 

In speeches delivered earlier, I have passed under review problems 
of policy and operation, which had assumed public importance during
the year. I had put forward a constant plea for a proper formulation 
and articulation of a long-term poliey by government in all impor-: 
tant respects such as the pricing of sugar and sugarcane, the market, 
ing and distribution of sugar and the licensing of establishment. of 
new units and the expansion of old ones. I had expressed the hop~ 
that the appointment of the Sugar Enquiry Commission would in
augurate a new era and that as a result of the recommendations of 
the ,Commission, firm and rational long term policy would have been 
formulated by the government. Unfortunately, these expectations 
have not been fulfilled. The Commission has not yet presented its 
report on all the terms of reference; it appears that even the interim 
recommendations made by it, have not been fully accepted. Moreover, 
government policy during the year continues to exhibit the defects 
against which we have protested in the past. We have always urged 
and have elaborately argued in our evidence before the Sugar Enquiry 
Commission (The Sen Commission) that the price of sugarcane 
should be fully linked to quality and that this linkage should be effec
tive through the whole range of variations in quality. We have 
similarly contended that the number of zones for which separate 
calculations' for prices of sugar are made should be kept down to a 
minimum, and that no variations should be made in the prices etc., -

• Speech at the Twenty-first Meeting of the Board of Directors of the National 
Federation of Co-operative Sugar Factories Ltd., held on the 18th October, 1960. 
at Bardoli. 



CASE FOR CO-OPERATIVIZATION OF SUGAR INDUSTRY 269 

.announced at the beginning of the year during the currency of the 
year. Government action during the past year continued to show a 
-disregard of all these salutary principles. In the circumstances, I am 
compelled to refer, as an explanation of these persistent features of 
Government policy to the possibility that the policy is being influenced 
by special interests; it is obviously extremely unfortunate to have 
government policy conducted in such a manner that it makes itself 
-open to a charge of bias or partiality. 

I argued how a sugar factory was in the position of monopolist 
buyer of sugarcane in the region covered by it and how, therefore, 
it was essential that for its efficient operation and for a proper guard
ing of the interests of cultivators, it should be owned by the culti
vators. I find my contention receiving powerful support, albeit un
conscious, from a most unexpected quarter. I refer to the recommen
-dations of the Committee on rehabilitation and modernisation of 
sugar factories in India. This committee naturally concentrated its 
attention on tHe oldest established area of intensive sugar industry 
in India, viz., North Bihar and East U.P. The report of the committee, 
incidentally, brings out fully the source of the bias to which, I am 
afraid, present official policy is subjected. 

The ~bmmittee is powerfully influenced by a desire to guard private 
vested interests in these areas and the sole aim of its recommenda
tions appears to be the strengthening and the enriching of these 
interests at public cost. However, in justifying its recommendations 
it had necessarily to reveal, however obliquely, the basic features of 
the existing situation. The recommendations of the committee indi
cate that the whole of this area in which modern sugar manufacture 
has been established for more than a quarter of century is full of 
nigh cost, out-dated units which have neither modernised themselves 
nor made provision for this through depreciation reserves. They are 
mostly small scale and yet also have a supply of sugarcane which is 
deficient both in quantity and quality. The Committee has to consider 
two sets of problems in making recommendations regarding rehabili
tation and modernisation of industry in these areas. The first is that 
of the supply of sugarcane and the second that of making modernisa
tion possible and finding finances for it. 

The committee deals with the problem of supply of sugarcane in 
two partS. In relation to improvement of quality it recommends a 
programme of action to be planned and implemented almost entirely 
by the government of the state and its department of agriculture. No 
responsibility is considered to attach in this respect to the manu
facturer of sugar for whose rehabilitation the programme is planned. 
The more interesting and the more relevant for our purpose, are the 
recommendations of the Committee regarding assured quantitative 
lIupply of sugarcane to the factory. I set down below a few extracts. 
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"The first approach to improve the productivity in U.P. and Bihar 
is to consolidate the holdings and bring the cane areas as close to the 
factories as possible by forming co-operatives of the growers or by 
other means. Efforts should be made to achieve the ideal that the 
factory operates in the centre of a compact and intensive cane area. 

Production of sugarcane for gur manufacture should be planned 
separately. As far as possible no large scale manufacture of gur and 
khandsari should be permitted in factory areas. Licences for new 
power crushes should not be given in factory areas, and the existing 
licensees should be encouraged to shift to places outside the factory 
zones. An effective system of long term bonding of cane coupled with 
penalties, strictly enforced in case of breaches, would go a long way 
in preventing diversion and avoiding fluctuations in sugar production. 

The sugarcane growers should be educated to align their interests. 
with those of the factory and the factory in turn should see to it that 
the interests of the growers are not allowed to·suffer. As much direct 
contact should be established between the two as possible." 

I would make two sets of comments on these recommendations. In 
the first instance, they throw light on the relations between growers 
of sugarcane and manufacturers of sugar in this area. After constant 
association of more than quarter of a century, the two have insuffi
cient direct contact and neither party considers that the interests of 
the two are identical or closely related. This situation must be inter
preted as being the result of actual experience. In the relationship 
the active party is that of the manufacturers; they are in every way 
the stronger class and fully control their own operations. The essen
tially dependent cultivators are passive recipients of such treatment 
as the factories subject them to and their existing attitudes have been 
shaped by this treatment. By pointing to the importance of a co
incident interest and the non-appreciation of it today, the Committee 
has unconsciously highlighted the record of the actual behaviour 
pattern of private industry in rural India. 

The other important aspect of the recommendations is the Com
mittee's view regarding the ideal arrangement of the area of sugar
cane supply in relation to the location of the factory and the need' 
for an element of enforced monopoly. The ideal of the Committee is 
the location of the factory at the centre of a compact and intensive 
cane area; and the monopoly in favour of the factory is to be' enforced 
by penal sanctions and a system of long-term bonding of cane. It 
may be well asked why holding this view of the ideal arrangement 
the Committee makes no reference to the organisation of co-operative 
sugar factories which, in many states, achieve all the ideals and 
objectives of the Committee without necessity of any outside com
pulsion or imposition. Reference may be made in this context t() 
another recommendation of the Committee. This is as follows: 
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"Transport by rail is responsible for some loss in recovery due to 
staling of cane. Rail transport also means double handling thereby 
increasing the cost of cane and loss due to pilferage." 

This brings out how the present organisation of sugarcane supply 
in these states is highly uneconomic and wasteful of national assets 
and how it is important for the factory itself to have full control over 
the cutting and transport of sugarcane. This is another respect in 
which the co-operative more than fulfil the ideal expectations of the 
Committee. 

We thus revert to the curious phenomenon of a Committee holding 
these views and yet not referring at all to the co-operative form of 
organisation. It may be suggested that members of the committee 
had little knowledge of conditions in other states like Maharashtra. 
The suggestion may be supported by reference to the statement made 
by the committee that "crowding of factories close to each other 
allowing no room for expansion" has taken place in some states 
among which they include Maharashtra. The actual facts are that 
most co-operative factories in Maharashtra have after the initial 
years, had to work an unduly long season and that in the ensuing 
year they face a situation in which the large majority may confront 
an oversupply of even members' cane. The statement of the committee 
regarding Maharashtra can, therefore, be attributed only to crass 
ignorance or to a deliberate distortion of facts. Looking to the 
membership of the Committee the possibility of ignorance has to be 
ruled out. We are forced to conclude that the Committee is heavily 
biased against co-operatives and that this led it to avoid mentioning 
the co-operative form and to misrepresent the situation in Maha
rashtra. 

I suggest that in the light of our experience for the last decade the 
first step required in the situation in East U.P. and Bihar as describ
ed by the Committee is to co-operativise the industry. This alone will 
make for the basic improvement in production and supply of sugar
cane and in mutual relations of cultivator and factory that the Com
mittee finds essential. Such co-operativisation should be easy as 
according to the Committee the existing units do not mostly work 
at profit and have almost no financial assets. In the circumstances a 
state sponsored programme of buying them out should not prove 
costly. 

The heavy bias of the committee in favour of private vested 
interests, which was revealed by its recommendations to turn culti
vators into bondsmen of the factory instead of its owners is further 
revealed by its recommendation regarding the finance of rehabilita
tion. 

The entire pre-occupation of the report is with the rehabilitation 
of the unprofitable and uneconomic units of this area at the cost of 
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the public and the state. The Committee does not at any point examine 
how the units carne to be in their present financial condition, what 
they have done with the large resources which they earned in the 
past and what justification there is for the public to bear the cost of 
rehabilitation of a purely private interest. Following its bias, the 
committee recommends the introduction of regulatory measures to 
enable high cost units to withstand competition with low cost units 
and even recommends for consideration of government proposals such 
as that of purchase tax on the basis of the duration of the season and 
an excise duty on the slab of sugar production. It also suggests that 
the disparities in conditions of recovery, duration and capacity being 
widely varying in different parts of the northern region, the price of 
sugar should be fixed on a sub-regional basis. (Parenthetically, I may 
note that in the opinion of this committee this principle has now been 
accepted by government. I know of no announcement of government 
policy which has given this justification for the proliferation of sub
regional prices during the last two or three years and I had thought 
that matter was still under reference to the Sen Commission. How
ever the close association of members of this committee with the tech
nical staff of the Ministry renders this explanation of recent govern
ment policy and its possible forecast of the future, plausible). The 
Committee further recommends that a levy at a certain rate be im
posed uniformly all over the, country on the sugar consumers in the 
internal market and be collected alongwith the excise duty to form a 
Sugar Industry Development Fund which fund may be utilised for 
giving special loan assistance for rehabilitation and modernisation to 
the old uneconomic units. 

The picture, presented by the Committee, of an almost bankrupt 
private sector industry is very instructive in the light of the recent 
propaganda that has been conducted against co-operatives. It has 
been contended that the establishment of new co-operative factories 
involves very high capital costs and that capital formation in co
operatives is not rapid enough. A study conducted in the office of the 
N.C.D.C. has shown how the latter contention is wrong and how co
operatives even in U.P. have built up capital assets very rapidly. 
Moreover, cultivators in old sugarcane areas are now exhibiting capa
city to raise large proportions of the capital required at the initial 
stage. At the same time the case for licensing new co-operative in all 
areas of intensive sugarcane production throughout the country put 
forward by the Federation does not rest on arguments of temporary 
expediency .. It is pressed because it is the only means of building up 
a financially sound, economically efficient and socially healthy sugar 
industry and of promoting development through a large part of the 
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In this connection of the relative merits of expansion and estab
lishment of new factories we may also turn to the recommendations 
of the Committee referred to above. Because this enables us to identify 
the source of pressures on behalf of the preference to expansion. The 
case for expansion rests on the presumed economy of larger' scale 
production. For this the main support adduced is that of observation 
in other countries, with no attempt, however, of judging of compar
ability of condition. But the contention of the Committee is that a 
programme of rehabilitation and modernisation of existing smaII 
units would not be worthwhile without appreciable expansion. Thus 
the Committee makes its programme of rehaqilitating a series of in
efficient and resourceless private units at public cost, the occasion 
for advocating licensing of their further expansion! This is an amaz
ing case of putting the cart before the horse. The Committee is con
sidering units in most of which the bulk of the supply is today brought 
by rail. The reorganisation of the area round these units, beginning 
with consolidation and securing identity of interests between culti
vator and factory are essential preliminaries of the programme of 
rehabilitation. Anybody with the least knowledge of the actual situa
tion can realise what grave difficulties the preliminary steps will face 
and how _time consuming the process wiII be. In my judgement, it 
would be -impossible to give effect to these recommendations of the 
Committee without resorting to co-operativisation. In any case, the 
licensing for expansion could be considered only after the preliminary 
programmes of the rationalisation of sugarcane supply has proved 
feasible and has made some progress. In its absence such licensing 
for expansion means no more than a free gift to vested private inte
rests and the sacrifice of long term national interests. I would again 
urge a point that the Federation has incorporated in its evidence be
fore the Sen Commission. This is the urgency of a thorough study 
of the economics of large scale in the Indian Sugar Industry in which 
proper account is taken of transport costs and of "staling". 

Before closing I would deal with another "red herring" across our 
trail. This is the proposal of a sugar factory in the public sector near 
the coast for producing for export. I see no reason why, with the prov
ed suitability of the co-operative form in this industry, the proposal 
should have been put forward. I would earnestly appeal to government 
that whatever the choice of its site or the extent of its coverage, co
operative workers should be first given a chance to implement the 
production design of government by organising an appropriate co
operative. 

Before concluding I should like to express my thanks to members 
of the Board of Directors of the Federation for the hearty co-opera
tion given to me. 



REPORT OF THE SUGAR ENQUIRY COMMISSION* 

I AM extremely happy to welcome all the representatives of member
factories and other delegates and invitees to this Sixth Annual Gene
ral Meeting of the National Federation of Co-operative Sugar Fac
tories of India. The Annual Report of the Federation which has been 
supplied to you gives full information in relation to the working of the 
Federation and progress of the co-operative sector in the sugar
industry during the year. The report presents data relating to the 
performance of our member factories and it may be claimed that this 
is highly satisfactory. . 

I welcome the publication of the Report of the Sugar Enquiry 
Commission. We are thankful to the Chairman and members of the 
Commission for. having completed consideration of their terms of 
reference with expedition and having presented a fulI report to gov
ernment. I may say at once that I find myself in complete agreement 
with the approach of the Commission and with all the basic recom
mendations made by it. 

lt is heartening to find a Commission such as this frankly stating 
t1),at "there is scarcely an aspect of present policy pertaining to sugar
which is not afflicted with the evil of ad-hocism, the injurious con
sequences of which can hardly be overemphasized. And the reason 

. for it is the excessive preoccupation of executive authorities with the 
immediate, unmindful of long-term effects of their actions." Being 
impressed with the evils of ad-hocism, the Commission itself has 
attempted to take a comprehensive view of all problems relating to 
the healthy operation and development of the sugar industry in India 
and put its recommendations in a long-term perspective. The Com
mission considers that its long-term recommendations constitute a 
logically integrated programme of action which should be considered 
in its entirety and not piecemeal. I would wholly endorse this view 
and would request government to reach a decision on the recommen
dations at an early stage and to adopt fully the approach recommend
ed by the CClmmission . 

• Presidential address at the Sixth Annual General Meeting of the National 
Federation of Co-operative Sugar Factories Ltd., held on the 21st November 
1965, at New Delhi. 
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It is not possible for me to deal, in this brief address, with the large 
number of problems that the Commission has passed under review 
and the many interesting recommendations that it has made. More
over, the Board of Directors of the National Federation of Co-opera
tive Sugar Factories is sure to- study carefully the report of the 
Commission and to send detailed comments to government at an early 
date. 1 shall, therefore, confine my remarks to a few important 
aspects of the report and the recommendations. 

1 am glad to find that in relation to the price of sugarcane in the 
immediate future, the Commission reiterates the recommendations 
made in its interim report and draws attention to the many points in 
relation to which action taken by government during the last year, 
went counter to the scheme underlying those recommendations. That 
the price paid for sugarcane should be based on quality and that gov
ernment announcement .regarding it should not be changed from time 
to time are basic aspects of sugarcane policy which this Federation 
has continuously' emphasized. 1 am glad that on these matters, the 
Commission has taken a firm stand and has specially emphasized the 
need for keeping the question of the fixation of prices of sugarcane 
away from "the very obviously strong pressures which surround it." 
1 can only hope that government will now accept, wholeheartedly, the 
recommendations of the Commission in this behalf. 1 would parti
cularly urge on government to give thought to the long-term problem 
early enough so as to make announcement of the minimum price for 
1966-67 by December 1965 as recommended by the Commission. 
Otherwise,- the plea that it is too late to make a change will be used 
year after year to perpetuate the status quo. 
- The core of the recommendations of the Commission is its long

term scheme for the management of the sugar economy. This has been 
widely interpreted as tantamount to recommendation in favour of 
the decontrol of sugar. This 1 consider misleading. The Commission 
has in fact attempted to produce a scheme for the most efficient 
management of the sugar economy through a combination of a 
number of regulatory and management devices with partial opera
tions of market forces. The Commission insists on protecting the 
minimum prices that are paid to the producers of sugarcane and 
deriving these from the minimum prices for sugar. (I would 
parenthetically note that in its interim recommendations, the Com
mission had recommended that such portion of the excise rebate as 
was not passed on to the growers last year should be constituted into 
a development fund. The Commission has pointed out that the gov
ernment did not accept this recommendation. The Commision, how
ever, reiterates it and incorporates it in its general scheme.) The 
Commission is equally insistent that the present scheme of 
distribution of sugar through fair price shops be maintained .. Th& 
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Commission is thus well aware of the need, in existing circumstances, 
to protect adequately the interests of the dispersed small agriculturist 
producer on the one hand and of the poor consumer on .the other. The 
Commission's scheme for long-term management is concerned with 
intermediate operations within these two terminal fixed points. The 
Commission recommends the creation of a buffer stock which will 
consist of a minimum proportion of its annual production which each 
factory must always hold and of the sugar held in stock by an official 
agency. Sugar prices will be maintained within a fixed range through 
purchase and sale operations of the buffer stock agency. The possi
bility of limited variations in the price of sugar must be linked with 
possibilities of variation in the price of sugarcane. This the Commis
sion seeks to achieve through a system of excise rebate. 

The Commission links its scheme of sugar management with the 
need to bring the production of gur and khandsari under control. It 
makes some recommendations regarding limits on the activities of 
power crushers and producers of khandsari. Its main recommendations 
regarding integration of policies is; however, to extend the imposi
tion of excise to power crushers and khandsari producers. The ability 
of producers of gur to divert large supplies of sugarcane away from 
sugar factories and sugar production is sought to be limited by the 
imposition of excise. Today, while almost no variation is possible in 
the price that the manufacturer of sugar can offer for the sugar-cane 
he purchases, the producer of gur is under no restraint in this regard. 
The result is a chaotic situation subject to large fluctuations from 
year to year. The Commission's recommendation would enable gov
ernment to restrain activities of gur producers appropriately through 
variations of the excise. At the same time making the excise imposed 
on sugar subject to a rebate would enable· sugar producers desiring 
to increase their production above the average to offer somewhat 
higher prices to producers of sugarcane for doing so. 

The maintenance and operation of buffer stocks is also related to 
recdnunendations regarding export policy. It is recommended that 
every effort should be made to raise the possible and permissible level 
of exports and that these exports should be managed not by present 
ad-hoc agencies, with whose operations the co-operative sector is com
pletely dissatisfied, but by the State Trading Corporation. This is a 
recommendation which the Federation, I am sure, will whole-heartedly 
endorse. 

The recommendations of the Commission in relation to the level of 
prices of sugar follow, in the main, the scheme evolved some years 
ago by the Tariff Commission. The Commission has rightly condemned 
the recent proliferation of zones and the movement towards cost-plus 
basis that it implies. It recommends five zones for ex-factory price of 
sugar and has prepared cost schedules for each of these as a result of 
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detailed enquiry made by it. The Board of the Federation will examine 
the recommendations of the Commission in this behalf in detail, but 
I welcome the general approach of the Commission as it is substan
tially the same as that advocated by the Federation. 

The central scheme for sugar management put forward by the 
Commission may appear elaborate and as putting too much burden 
and associating too many purposes with the single instrument of the 
variable excise. However, it appears, on the whole, very well con
ceived and I cannot think of any special reason why it should prove 
unworkable. I would, however, emphasise one point in this context. 
If an elaborate scheme of this type which attempts a judicious mix
ture of government regulation with operations of the market is to 
prove successful, all official operations in connection with it must be 
finnly rooted in objective fact and its operation must be completely 
freed from the pressures which have led sugar policy astray in re
cent years. It is because I am impressed with the vital importance 
of this that I wholeheartedly support the recommendations of the 
Commission, that the management of sugar distribution internally 
should rest with the Food Corporation of India, the management of 
exports with the State Trading Corporation and the determination of 
minimlun.-prices of sugarcane should rest with the Agricultural Price 
Enquiry Commission. 

I would select one particular recommendation of the Commission 
for special mention and support. Th1s is its recommendation regard
ing encouraging the production of off colour sugar. The approach 
exhibited by the Commission in making this recommendation, is one 
that I would like to see adopted very generally. We are basically a 
poor country and lack resources. Our aim should, therefore, be to 
produce adequate quantities of average quality goods at minimum 
cost rather than to offer a large number of varieties or to indulge 
in prestigious production of luxury qualities. The prduction of off 
colour sugar would mean sugar produced at lower cost and also lead 
to saving in the increasing consumption of imported sulphur. The 
Commission is, therefore, right in emphasizing this aspect and in 
recommending a lower excise to encourage its production. 

From the point of view of the co-operative sector, the Commission's 
recommendations regarding licensing are of the greatest importance. 
I find myself in general agreement with the approach of the Commis
sion in this regard. The Commission has correctly pointed out that 
in the production of sugar the cost of transport, the factor of driage 
etc., are limiting considerations to the economy of large-scale. I am 
particularly happy that in this matter the Commission has transcend
ed immediate considerations of short term costs and has stated its 
opinion emphatically in these terms: 
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"Having regard to the fact that sugar is an agro-industry par 
excellence and therefore a very important vehicle for carrying pro
gressive influences in the countryside, the consideration of the de
centralisation of this industry in order to multiply the number of 
growth points in the rural economy of India, is so important as to 
justify, for the time being, the sacrifice of a smaller advantage for 
the sake of much larger gains in terms of the economic development 
of the rural sector." 

The judicious approach of the Commission in this regard is further 
brought out by its observations and recommendations on the matter 
of rehabilitation, modernisation as well as on the subject of setting 
up of specially large factories in the public sector for export. I am 
glad to observe that the Commission has passed under detailed review 
the recommendations of the Committee on rehabilitation and moderni
sation. I made some comments on the recommendations of this Com
mittee in a speech at the meeting of the Board of Directors held on 
18th October. I am glad that the Sugar Enquiry Commission has 
thought it necessary to record categorically and specifically its dissent 
from many recommendations of this Committee. The Commission 
does not accept the definition of uneconomic units given by the Com
mittee as also its recommendations and calculations regarding a re
volving fund. The Commission feels that it would be possible for most 
of the uneconomic units to rehabilitate themselves on the basis of 
loans and other assistance recommended. It goes on to make a very 
important recommendation in this behalf: 

"If however any unit is unable to rehabilitate within a reasonable 
period, say, three years, of the offer of such assistance, and demands 
special subsidies or other concessions, the government should consider 
nationalisation in the social interest, especially in the interest of 
growers, and undertake necessary rehabilitation and modernisation 
measures." 

The Commission notes in another context that some joint stock 
units have recently sought to bring into their fold farmers as share
holders in order to achieve a better identification of interests between 
factories and farmers. It feels that this step is worthy of emulation 
by others but in order to be really useful, it should be undertaken on 
a substantial rather than on a token scale. 

Finally, I would note the following recommendations of the Com
mission: 

"While the Commission generally agrees with the Government's 
policy that_new units should be confined to the co-operative sector, 
it feels that where it is difficult to set up a co-operative factory, the 
State Government concerned may set up factories either under its 
own aegis or in collaboration with the joint-stock sector .... It also re
commends that those sugar factories, joint-stock as well as co-opera-
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tive, which are found to be badly managed for more than three years, 
.should be taken over and run by Government for a certain number 
.of years and then handed back to the owners subject to certain con
-ditions regarding sound management practices being followed .... 
Since sugar-cane is a perishable crop and the fate of a large number 

o()f farmers is dependent upon it, Government cannot afford to permit 
.any sugar factory to be mismanaged," 

I quote these because' I feel that while the co-operative sector can 
·consider these to be satisfactory as far as they go, they also consti
tute a challenge to co-operators. It is clear from the general tenor 
of the report of the Commission and its recommendations that while 
the Commission considers that the co-operative form is the most 
desirable in this industry, it is not fully satisfied with the operations 
of some units in the co-operative sector today. The challenge to co
-()perators, more specifically to members of this Federation is to show 
'by their own effort that not only would all new units be established 
automatically in the co-operative sector, but also that efforts at re
"habilitation and modernisation in most cases result in the conversion 
-of the rehabilitated units into co-operative sugar factories. 

Th~ J:eport of the Sugar Enquiry Commission constitutes a land
mark as'the first comprehensive, long-term review of sugar economy 
-and sugar policy. We may claim that the operation of co-operative 
sugar factories during the last decade and the approach and principles 
expounded by this Federation have made some contribution towards 
the formulation of the approach and the recommendations of the 
Sugar Enquiry Commission. The responsibility now rests on us to 
take advantage of the ground prepared by the recommendations of 
the Commission to consolidate our gains, to improve our efficiency, 
to exhibit our social utility and to carry the co-operative spi!rit into 
units and in areas in which it has not yet obtained a firm place or is 
not functioning appropriately. 

Before concluding I should like to express my thanks to members 
of the Board of Directors of the Federation for the hearty co-opera
tion given to me by them during the last year in the working of the 
Federation. I would also record my appreciation of the work of the 
o()fficers and members of the staff of the Federation, particularly our 
Secretary Shri Moorthy. I regret to note that we have lost the ser
vices of our Engineer, Shri Sharma. 
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Growth 

IT is intended in this article to take a brief view of development of 
the co-operative sugar factories in Maharashtra and to raise certain 
issues of policy that have emerged as a result of the development. 

The establishment of co-operative sugar factories and their growth 
in Maharashtra during the last ten years have been successful and 
rapid. They have attracted attention in the State and outside the
State. The reasons for this are many and varied. 

Some of the reasons for successful and rapid growth are, in a sense, 
extraneous. For example, throughout the' post-war period, the price 
of sugar has been stabilised largely as a result of Government policy 
and has been fiXed at levels relatively profitable. The grower of sugar
cane, who is a member of the co-operative sugar factory, has thus 
profited from prices stabilised at a high level throughout these many 
years. No problems of sale and distribution in the disposal of sugar 
have arisen during these years .. 

Therefore, the running of a sugar factory has presented chiefly 
problems of production, agricultural and industrial rather than of 
trading and finance. The financial arrangements have also worked 
smoothly and, because of uniform profitable prices, no serious prob
lems have arisen regarding repayment of loans. Where the farmers 
in the factory area were conversant with the technique of growing 
sugarcane and could raise the resources needed for initial subscrip
tion to share capital, the formation and operation of sugar co-opera
tive factory has not presented any difficulties. 

The pattern of organisation and operation of sugar co-operatives, 
established initially in Maharashtra, contributed greatly towards this 
success. The sugar co-operatives have been organised, essentially, as 
producers' societies and shareholding was linked definitely to the 
members' area under sugarcane. 

Provision for a proper depreciation reserve and the concept of a 
compulsory.deposit were established at the very start and there had 
been built up a tradition of a fairly conservative determination of 
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the payment of price of sugarcane to members. It has been possible 
to maintain this because of the functioning of the Ministers' 
Committee. _ 

Again, from the time of the first co-operative sugar factory it has 
been the practice to create an agricultural department within the 
factory which had complete control of the cutting and transport of 
sugarcane of members and which helped in planting of improved 
varieties, use of insecticides and pesticides, and in land and irriga
tion development, etc. All these features have assured efficient work
ing of factories and also that they remained truly co-operative. 

In most factories also, care had been taken from the beginning 
for bringing about a proper diffusion of membership. As a matter 
of policy membership was always open, that is, any producer of 
sugarcane within the prescribed area of the factory had the possibi
lity of becoming a member. 

The only reason for which factories could legitimately refuse addi
tion to membership was their having already an excess supply of 
sugarcane from existing members. Even here it was expected that 
when the capacity was increased, preference would be given to mem
bers with the smallest acreage in the admission of new members and 
certain reservation of shares would be made in their behalf. 

This general policy together with the operation of the ceilings 
legislation has led to a situation in Maharashtra in which the large 
bulk of members has less than three acres under sugarcane. In some 
factories, the average area of sugarcane per member may be even 
less than two. 

Complete data in regard to the total area of holdings and the area 
under sugarcane of members of co-operative sugar factories in Maha
rashtra are not today available. In order to examine the extent to 
which there is universal membership and the benefits diffused to the 
largest extent possible within the area of each factory, it would be 
useful to gather such data. 

This would indicate whether in fact what is claimed above is true 
of each factory and whether in any particular case, there exists some 
concentration of membership and of benefits. It would also reveal 
whether in the area .of any factory, there still remain producers of 
sugarcane who have not been able to obtain membership even when 
they have desired to do so. 

Given the pattern of organisation of co-operative sugar factories 
in Maharashtra as essentially producers' factories and given the 
policy adopted in respect of the prices paid for sugarcane, the dif
fusion of benefits in a sugar factory has been proportionate to the 
holding of sugarcane of various cultivators within the- area. The 
diffusion, therefore, has been as large as the circumstances of the 
structure of agricultural production permit. 
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A number of related practices have also helped this diffusion. The 
factories have all taken special steps to render assistance to weaker 
members. The setting up of Agricultural departments has already 
been mentioned above. Services as of such departments are rendered 
free or for only a small charge so as to benefit small members who 
are not in a position to look after themselves in Ii. special manner. 

A number of factories have adopted other policies of giving help 
to members also. These pertain to distribution of credit and of ferti
lisers, distribution of diesel oil, services rendered by workshops of 

'factories, construction of roads for the transport of sugarcane which 
have helped internal transportation needs, and maintenance of trac
tor units which ploughed fields of members. 

All these types of services are of special help to the bulk of mem
bers with small acreage and have thus helped to emphasize the co
operative character of the organisation. 

The by-laws of the Maharashtra sugar factories have always pro
vided for all the sugarcane produced by members being at the 
disposal of the co-operative sugar factories. Though the provision 
appears somewhat one sided because the factories undertake respon
sibility to crush cane grown only on the acreage corresponding to 
shareholding of members, it has helped in enforcing discipline and 
has in a large majority of factories ensured loyal response in times 
of crisis. 

In the case of the first factory - Pravaranagar - especially whelJ 
it was working with a small capacity unit, problems of transfer of 
shares among members and the fear of transfer leading to concen
tration had to be faced. A number of conventions were evolved, at 
the time, through which it was sought to ensure that the transfer 
would not lead to further concentration of ownership of shares among 
members and that if possible it would help diffusion. 

Precautions were taken in selling new shares when the factory 
was expanded to see that as far as possible all the smaller cultivators 
within the area were given not only the chance but were also enabled 
to become members. 

To a large extent, because of the fairly large size of each factory 
and rapid growth in their numbers, problems regarding transfer of 
shares leading to concentration have not appeared in the newly estab
lished units since 1956. However, it is not unlikely that they will 
recur later, and resort may have to be had to formulating conventions 
as at Pravaranagar in the earlier decade .. 

The pril'llary objective of a processing society is to render mutual 
processing service and to obtain for the grower the margin that 
would accrue from selling the processed goods. This margin is some
what large in the sugar industry because processing in this field is 
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-more akin to manufacturing a product than to the ordinary process
ing of agricultural commodities_ 

The conservation of this large margin together with the generally 
favourable economic circumstances, referred to above, have made for 
the success of the sugar co-operatives in Maharashtra. This success 
has emphasised an extremely important characteristic of co-operative 
processing organisations. 

Such organisations are potentially the central organisations for 
their areas for a variety of purposes. They provide leadership and 
they command resources which can be put to very good use in 
a variety of directions of potential development of the area under 
their influence. Naturally, therefore, these organisations have come 
to be looked upon as those which would take initiative and provide 
the funds for meeting the requirements of further development of 
the area, particularly of members of the sugar co-operatives. 

Because of the!le expectations relating to the role of the powerful 
'Central sugar co-operatives a number of new problems have arisen 
to which it is necessary to direct attention. 

The first ef these problems to be noticed is that relating to the 
iunction~properly discharged by the co-operative sugar factories and 
their relations with the other types of co-operative structure. It has 
been natural for those who run a co-operative sugar factory to think 
in terms of providing for members all the variety of services that 
they might require. 

In the initial stages when other co-operative organisations within 
an area of a successfully established factory were weak, the co-ope
rative factory had almost perforce to take on itself a variety of func
tions; for example the finances required for raising the sugarcane 
crop were supplied by a sugar factory in the early stages. A large 
number of other supplies including that of fertilisers were made 
.available to members. 

It was thought natural for the factory to perform these various 
iunctions fer its members at this stage; it was also found convenient 
by the members. Considerations of the working of the entire co-ope
Tative structure, however, brought out disadvantages arising out of 
'such arrangements. For example if crop loans for the cultivators 
growing sugarcane in an area were provided by the sugar factory, 
the volume of total business left to the village credit societies would 
materially shrink. ' 

With sugar co-operatives taking over supply of fertilisers and 
other similar business, weakening of the local sale and supply orga
nisations would come about. Diversifying activities of sugar co-ope
ratives would lead to permanent atrophy of the different type of local 
units of the co-operative structure which had to render service to 
cultivators and others who were not members of sugar co-operatives. 
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It was, in the circumstances, obviously inadvisable to treat members 
of sugar co-operatives as in a class by themselves and to deny to the 
neighbourhood the possibility of building up varied ~ypes of co-ope
rative organisations. 

A large number of instances have demonstrated why members of 
sugar co-operatives should not be formed into closed organisation for 
alI of their own needs. It is important that they should share acti
vities with their neighbours and participate in other co-operative 
organisations so as to strengthen them. No further comments are 
offered on this aspect of the question as it is taken to be already 
firmly settled. 

Problems of leadership and size 

Two related problems of leadership of sugar co-operatives in local 
developments may be noticed. 

The first of these is the extent to which sugar co-operatives can 
,justifiably undertake welfare activities. Essentially, there have been 
two types of these activities - educational and health. 

The responsibility of providing educational and medical facilities 
for workers in a factory is universally recognised in India. By 
analogy it has- been taken for granted that such facilities may also 
be properly provided by the co-operative factories to their members. 
Already, however, problems have arisen in implementation. 

Firstly, the variety and the extent of the facilities offered and the 
total financial burden that could legitimately fall on the factory, and 
secondly the group to which benefit of the activities should be open. 
For example, in relation to education, the provision of general pri
mary and secondary education has not been questioned. There have 
been, however, cases where much more costly facilities are sought 
to be offered such as a college, a technical school or a high-cost resi
dential public school. 

All such activities impose a significant financial burden on the 
factory, if underwritten by it, and it is obvious that a line has to. be 
drawn somewhere. It may be noticed that. in some instances, the 
financial burden is not borne directly by the factory, but is borne by 
the entire membership through a voluntary contribution. In this case, 
instead of the factory incurring the expenditure it is met out of 
funds raised from members at so much per ton of sugarcane crushed 
or some similar measure. 

It is obvious that when the latter mode of financing welfare acti
vity is adopted and the activity receives the support of members in 
a proper general meeting its conduct is not open to serious objection, 
though even in this case the wisdom of any large proliferation of 
such activities whose burden falls essentially on the board and staff 
of the factory may be questioned. 
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The sec.ond leadership role pertains to economic development acti
vities. This is in relation to promoting economic activities on a co
~perative basis other than those of sugar factory_ A distinetion 
properly made in this regard relates to whether the further economic 
activity is based on the business of the sugar factory itself or is not 
80 based. For example, the activity may have something to do with 
sugarcane or sugar or a by-prodnct of the manufacture of sugar. In 

-this case it would be properly considered an extension of the activity 
. ,of the sugar factory and being of equal interest to all members. 

Other types of activity would be organisation of agricultural or 
.animal husbandry units such as dairying, poultry farming or an in
dependent manufacturing unit such as a branch of the engineering 
industry. In this case, not all members of sugar co-operatives would 
even potentially be interested in the new venture. In fact, only some 
of them could participate: The new organisation would then have to 
be distinct and confined to those who are expected to participate in 
the new activity. . 

In order to establish such activity initially the sugar co-operatives 
in view of the possibility that it would benefit many members or 
large parts of the area of its coverage, may undertake together with 
members concerned some promotional expenditure and may afford 
certain preliminary facilities for the establishment of the new ven
ture. It may also, only if it has surplus resources available, contribute 
some finance by way. of shares or loans to the new establishment. 

This, however ; should ~ the utmost measure of its involvement in 
the new enterprise. Any attempt to go beyond these limits would 
mean taking unnecessary risks in relation to the body of members of 
the older co-operative and introducing complications in the workuig 
of an established unit and this is highly undesirable. 

During the, last few years, because of enthusiasm evinced by 
'members of boards of directors and others in many sugar co-opera
tives, a great mil,ny aetivities have been initiated and lead taken in 
them hy sugar co-operatives. In order to establish healthy traditions 
and ensure proper growth it is important that all this aetivity is 
examined at an early date and appropriate conventions established 
in relation to it. 

A problem which haS not been fully discussed in relation to the 
sugar co-operatives is the position of labour in them. There are two 
aspects to this. Firstly, that of the terms and conditions of employ
'ment of labour; this. is essentially a matter of negotiations between 
·the trade unions, on the one hand and the authorities of sugar co
operatives on the other. 

No clear conventions or procedures which make for smooth rela
tions for a1\ times have yet been evolved. It would be useful if the 
authorities 'of sugar .co-operatives and representatives of unions sit 
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together to find whether there is a possibility of agreeing on prin
ciples and procedure which would make for a definite step forward. 
in the continuing relationship of labour with the co-operatives. 

The second aspect is connected with the first imd relates to 
membership of co-operatives by members of the labour force. Some 
attention has been paid to this problem by Maharashtra Federation, 
and it is hoped that this will be soon discussed fruitfully in a meet
ing of representatives of the Federation with those of trade unions 
in Maharashtra. 

A problem that has recently arisen, perhaps, transcends in imme
diate importance all those discussed above. This relates to the atti
tude to be adopted in relation to licensing and expansion. The proper 
approach to this appears fairly clear. The National Federation of 
Sugar Co-operatives, in the statement submitted by it to the Sen 
Commission, has clearly indicated that licensing of new units should· 
have a definite priority over the expansion of older ones. 

Once it is granted that with a given concentration of the cultivation 
of sugarcane, a sugar co-operative of an accepted level of efficiency 
can be established, it is clear that as a matter of national policy in 
favour of encouraging dispersal of industrial effort all such locations· 
of possible establishment of sugar industry should have an absolute 
prior claim. 

If, as experience has shown in Maharashtra, a successful sugar 
factory is an important instrument not only of increasing the eco
nomic well-being of a particular group but also of promoting pros
perity of an extensive neighbourhood, it is obvious that the prime 
national objective must necessarily be to distribute such centres as 
largely and as widely as possible. 

It should be emphasised that in existing circumstances. especially 
in Maharashtra, licences for expansion of old and establishment of 
new compete directly with each other. In the licensing policy of the 
country as a whole, the principle of fair distribution of licences among 
States has an important place. That is, during any period, fresh 
licensing that is contemplated will be sought to be distributed accord
ing to the principles of giving each State some share in the process. 

Also, the initial distribution of licensing capacity is likely to be 
made by the Government of India authorities in a broad manner as 
between State and State without specific reference to new licensing 
or expansions. It is extremely important to bear this in mind, because 
once a quota for Maharashtra is fixed the Government of India may 
not be specially bothered as to how it is distributed between new 
licences and-old expansions. However, within the State quota· increas
ing old expansions necessarily means the cutting down of new. licences. 

Within Maharashtra, sugar co-operatives are concentrated in the· 
districts of Western Maharashtra; the districts of Khandesh, Marath-



SUGAR CO-OPERATIVES IN MAHARASHTRA 287 

wada and Vidarbha have yet not any such units. To the extent that 
these districts contain potentially successful locations of sugar manu
facture these should have the highest priority. No expansion, in fact, 
should be allowed in the already established factories which comes in 
the way of establishment of new factories in other areas. 

Also, it is extremely important that the Government of Maha
rashtra has a clear idea as to the limit of expansion of old licences 
that it recommends. A great deal of confusion is being deliberately 
created in this regard. It is well known that in the States in which 
sugar industry has been established in the past namely U.P. and 
Bihar, there are almost no possibilities of the successful establishment 
of new units. 

All the old units in this area are, therefore, clamouring for expan
sion, and in order to justify this, they are making out a case Of the 
supposed efficiency of large-scale units. The efficiency of large-scale 
manufacture of sugar in India has never been properly studied and 
proved. 

The National Co-operative Federation, in its evidence before the 
Sen Commission, has pointed out that the cost of transport of cane 
and the loss of recovery because of long-distance transport and the 
large time-_taken between cutting and crushing have never been pro
perly allowed for in relation to claims of efficiency of the large units. 

The Maharashtra Government should ask its technicians to carry 
out a careful study of the economics of the manufacture of sugar in 
large units in order to be in a position to examine the assertions of 
the Central Ministry and its technicians in this behalf. 

The case against any large expansion of older units has to be argued 
on two fronts; (1) That the economy of large scale in the sugar 
industry is not large and is today unproven. (2) That the importance 
of immediately increasing the number and dispersal of centres of 
industrialisation and economic development throughout the country 
must lend overwhelming support to giving high preference to new 
licences in all economic sugarcane locations. 

It is understood that the Central Ministry is threatening not to 
grant new licences if considerable expansion of some existing fac
tories is not supported by the Maharashtra Government. The Maha
rashtra Government must stand up against such blackmailing tactics 
and must make clear how the Ministry's policy in this regard is 
against the avowed objectives of national economic policy. 

For Maharashtra co-operatives to go on asking for a much higher 
quota for individual expansion is, in the circumstances, to act in an 
entirely suicidal manner. It may appear to be in the immediate inte
rest of the few co-operatives who are able to obtain the licence for 
expansion, but in the ultimate analysis it must act against the 
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interest of the co-operative sector as a whole. The economic strength 
of the c9-operative system depends essentially on uniform develop
ment through all areas and its moral strength on its contribution 
towards the uplift of the backward classes and of the ~nder-developed 
areas. 

Apart from the question of the economic size of U11its in sugar 
manufacture, it is inadvisable to have a large sugar manufacturing 
unit concentrated in a single place. The reason for this is related to 
the proper distribution of water resources. Water is notoriously scarce 
in Maharashtra, and there is a strong case for an even distribution of 
such facilities of irrigation as are available. This has been emphasised 
in the report of the Maharashtra Irrigation Commission. 

The establishment of one very large sugar factory in an area will 
lead necessarily to a concentration of irrigation facilities in that area. 
It is well known how some powerful promoters have exploited this 
situation. The grant of a sugar licence establishes a claim to irriga
tion facilities; an increase of these leads to a claim for expansion 
and the expansion in its turn leads to additional irrigation claims and 
so on in a continuous chain. It is obvious that this kind of concentra.
tion which results in blocking the proper spread of irrigation facili
ties is completely against national interest. 

Already in particular areas the effect of this monopolisation of 
water by sugar co-operatives is in evidence and there is strong com
plaint that applications of irrigators who are not within the area of 
sugar co-operatives are not obtaining any consideration. A further 
accentuation of this uneven division would mean a heavy concentra
tion of resources and the benefits of their utilisation in a manner 
even more flagrant than that against which complaints are already 
being voiced today. 

There is finally another aspect. of the leadership of sugar co-ope
ratives to which attention might be drawn. Because the sugar co
operatives are already established, because they have resources in 
men and money. and . because they have some experience in 
organisation and promotion, they appear to attract all the new pro
grammes and incentives. Because of their economic· and political 
strength and prominent position they obtain all the subsidies for new 
ventures and incentives for new experiments offered by either the 
Central or the State Government. 

This appears to be another very bad l!-nd undesirable example of 
concentration. Properly, all special incentives, assistances and sub
sidies should be given to the weak in preference to the strong and 
Government efforts at special development should be located in areas 
where development is at the time lagging. _ 

The desire to obtain quick and sure results leads Government 
agencies to choose proved leaders and developed areas for all fresh 
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activity. This has results which are diametrically opposed to the 
avowed intentions of the Government, of dispersal of activity and 
of lessening disparities in development between region and region. 

The many distortions that are produced because of the existing 
bias in choice may be illustrated by reference to certain poultry 
schemes located within area of prominent sugar co-operatives. 

Firstly there was no compelling reason for locating the poultry 
schemes in these factory areas. Secondly, in the framing of the 
schemes no care was taken to see that the participation by the 
general run of the peasantry would be possible and encouraged. The 
capital and other requirements were so framed that only the sub
stantial members of the co-operatives could easily join in. 

Thirdly, the hurry to get on with the scheme was so great the Gov
ernment directly approached against all recognised principles of 
co-operative policy, the State Bank of India with an offer of guarantee 
for the required finance. It was perhaps feared that if application for 
finance was made to the apex co-operative bank, the schemes may be, 
subject to careful scrutiny which the promoters wanted, perhaps, to 
avoid. 

Anoth~l' example of the same approach is seen in the operation of 
the Agricultural Department. Intensive development of sugarcane is 
an important agricultural aim in Maharashtra. However, at least for 
the area of the sugar co-operatives, it should be possible to insist 
that the co-operatives make all the arrangements needed for the
development and they give any assistance that sugar cultiva~ors in 
their area need. 

All that the Government need have done was to see that Agricul
tural officers of the sugar co-operatives were of proper calibre and 
that their activities were meaningfully connected with the research 
activities of the Government department. Instead, a lot of money and 
personnel are being wasted on the intensive sugar development 
scheme. This is tantamount to giving resources to those who can com
mand them and the most likely result will be that of achieving even 
less than might have been achieved otherwise. 

Row of the State 

The co-operative organisation of economic activity has as its pri
mary aim strengthening of the position of the dispersed weak units 
through enabling them to obtain the advantage of larger scales of 
operation and more advanced techniques. 

However, in the context of the strictly limited resources available to 
the State in India it is necessary that all co-operative units which can 
stand on their own feet should fully do so and all those better-off 
should recognise their co-operative obligation not only not to press 
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their own claims in competition with the weaker units but also to help 
actively, to the extent of their ability, all such units. 

The State should direct all its special help to the weaker units and 
the more backward areas. It should locate all its direct effort, as far 
as possible, in the less developed areas and give special concessions 
and incentives only to the weaker units. It should encourage all the 
older well-established units to draw on their own resources, as far as 
possible, in all developmental efforts, providing them, of course, with 
the technical assistance and aid normally available in plans of deve
lopment. 

The importance which sugar co-operatives have attained in their 
areas as leaders of economic activity has naturally led to keen com
petition among members for participating in control over them. Two 
features of the resulting situation require attention. 

In the first instance, elections to seats on the board of directors are 
hotly contested and are often bitter and highly exp!lnsive. It is not 
easy to prevent this. However, the situation might be considerably 
improved if, instead of the existing annual elections, these are made 
triennial. 

Usually the by-laws provide for a three-year term for each director, 
but prescribe retirement by one-third each year and election for these 
seats. This involves annual elections of a certain number each year 
and a fresh annual election of office-bearers such as the chairman and 
the vice-chairman. The result is that electioneering and intrigue and 
pressurising for office is almost continuously in evidence. It might 
be better to have the office bearers, particularly the chairman and the 
vice-chairman also elected for the three-year period. 

The second feature is the interest exhibited by party politicians in 
the conduct of and control over sugar co-operatives. This has been in 
evidence for many years; it began soon after the period of the first 
nominated boards was completed and elections of members of boards 
began to take place. It is very difficult to suggest any practical solu
tion to this problem. The best thing to happen is for Ministers and 
for the party in power to set a good example. 

It is highly desirable that nothing is done to suggest that either an 
individual sugar factory or its board is as such, an affiliate of any 
political group or party. In this context, such actions as the holding 
of a party gathering within the premises of a sugar factory with the 
factory acting as host appear highly improper. 

The leadership of co-operative sugar factories in Maharashtra is, 
for the most part, able and vigorous. Unfortunately the focus of its 
interest is on expansion and on obtaining concessions and privileges 
rather than on internal management and efficiency. Individual factories 
in the co-operative sector have no occasion to compete with each other 
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and no reason to guard technical or other secrets. In the State like 
Maharashtra, therefore, with the large number of sugar co-operatives 
there is specially wide scope for continuous internal improvement and 
for learning from each other. However, no advantage is being cur
rently taken of this possibility. There has been, in fact, some deterio
ration in the situation. 

In the days of the Promoters' Committee and in the early years of 
the Bombay Federation, the setting up of new co-operative sugar 
factories and their early operations were helped through its experts_ 
The Federation had also decided to appoint a cost accountant. The 
Maharashtra Federation ceased to provide expert services and detail
ed cost accounting was not helped or encouraged. 

Detailed comparison and analysis of the performance of individual 
factories provide the base for the search for technical and other ways 
of improvement in each particular aspect. Attention of the manage
ment of each factory and of the Federation needs to be concentrated 
on this work. -

In recent years the State Co-operative Bank has appointed a cost 
accountant and offered to set up proper cost accounting in the sugar 
co-operatives. The response to the offer has not been enthusiastic. 
Action -bY' the State Government which discourages the pursuit of 
unlimited expansion and of privileges and concessions should prove 
helpful in the boards of sugar co-operatives giving proper importance 
to problems of internal management and efficiency. 

To Summarise: (1)- The development of sugar co-operatives in 
Maharashtra has been due to a number of favourable factors .. The 
most important of these were (a) Government policy regarding 
prices etc. of sugar and sugarcane, (b) organisation of the factories 
as strictly producers co-operatives (c) cautious policy of the factories 
relating to reserves, price paid for sugarcane etc., (d) organisation 
of agricultural departmentS within factories and complete control 
over cutting and transport of sugarcane.· 

(2) The organisation of the factories has for the most part pro
vided for membership by all producers of sugarcane within the area 
of the factory. Conventions regarding transfer of. shares together 
with the ceiling legislation are supposed to have led to a diffusion of 
the benefits of factories in accordance with the diffusion of the area, 
under sugarcane among cultivators. Firm data on these matters are, 
however, not available and it would be good to have inquiries made 
to ascertain facts fully. 

(3) While, in the initial stages, sugar co-operatives had reason 
to undertake some financial and supply activities, this is no longer 
necessary. In the interests of an all-sided healthy development of 
various types of co-operative organisations in each area and incul
cation of proper co-operative discipline, the division of functions 



292 WRITINGS AND SPEECHES ON CO-OPERATION 

between credit, sale-supply, producers societies etc. should be strictly 
observed. 

(4) Sugar co-operatives in Maharashtra have by force of circum
stances also become central agencies of further economic efforts and 
development within their own area and could perhaps affect a larger 
neighbourhood. 

(5) Their activities, in this context, have raised a number of 
problems which need to be carefully studied and solved. Two main 
categories of these problems are those relating to (a) provision of 
welfare services, and (b) promoting economic activities. 

(6) Issues to be clarified relating to the nature and scope of these 
services should extend and the manner in which these services should 
be financed. 

(7) New economic activity which flows out of the main business 
of the sugar co-operatives and is of equal interest to all members may 
properly be undertaken by the co-operatives. For the conduct of all 
others, separate appropriate co-operative organisation must be form
ed. The sugar co-operative may extend limited promotional aid to 
such new activities. 

(8) An urgent and important problem regarding sugar co-opera
tives relates to policy regarding licensing of new factories and appli
cations for extensions to old. The proved value of the sugar co-opera
tives as a central organisation in promoting economic well-being and 
development in its neighbourhood makes it imperative to establish as 
many of such centres as possible through all parts of the State. There
fore, the highest priority should be given to the licensing of new units 
of the standard economic size in all suitable locations of sugarcane 
cultivation. 

The economy of plants of very large size is doubtful in case of the 
Indian sugar industry. The Government of Maharashtra should give 
only limited support to applications for expansion and should deter
mine a reasonable ceiling to size beyond which expansion should not 
be permitted. It is also undesirable to concentrate the benefits of 
irrigation resources within a small area permitted. 

(9) The present trend in Government policy appears to be to treat 
established sugar co-operatives as favoured centres and to give them 
special concessions and incentives and to add to their resources and 
opportunities. This is highly inappropriate in our circumstances. New 
activities of the state should be established in and special concessions 
and incentives should be made available to the less developed areas. 
Older established centres should be encouraged to draw, as far as 
possible, on their own resources. 

(10) Constant concern with electioneering has become a promi
nent and undesirable feature of sugar co-operatives in Maharashtra. 
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It might help to reduce this if annual elections are avoided and mem
bers of boards and office-bearers are elected once in three years. 
Interest taken by ,party politicians in the internal management of 
sugar co-operatives presents another problem. Ministers and the party 
in power should set a good example in this. 

(11) Management of individual sugar co-operative and the Co
operative Federation appear not to pay adequate attention to internal 
management and efficiency. The co-operative· sector offws special 
opportunities in this behalf and Government policy should be oriented 
towards inducing boards of co-operatives to realise its importance. 
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