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- Trends in development of coLogeratives in the
context of the Integrated Rural Credit Scheme

An assessment based on the Rural Credit
Follow-ug Survezs

The Division of Rural Economics has completed so far four

annual Rural Credit Follow-up Surveys.

The first survey related to

the year 1956-57, the second to 1957-58 the third to 1958-59 and the

fourth to 1959-60.

In all, the surveys covered 37 distrlcts

distributed over twelve States excluding Assam, Orissa, Jammu and .

Kashmir and Uhion territories.

0f these 37 districts twenty-seven

were also covered by the All India Rural Credit Survey 1951-52,

Table 1 - Ngmes of districts investlgated the Follcw-up Surveys
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- Assessment of the progress of the Integrated Rural Credit Scheme was

~one of the major-objectives of the:Follow-up Surveys. -~ The finding§ K

of the surveys were published in the General Review Reports as well

- -

as a District Report on_eacb of the districts surveyed.

The object -

‘of this note is to examine on the basis of these reports, the trend

in development of co-operatives in different States in the context of

the-Integrated Rural Credit Scheme and ascertain the factors that
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may have been responsible._for the inter-State variationsiin the

development.

" The first 1imitation of the note is that the findings of the
Surveys relate to the different reference years and not for a uniform
Limitations of datg _ year for all dlstricts. Secondly, it
is likely that some changes might have taken place after the
‘completion of these surveys,_though, to the extent possible the
information has been attenpted to be brouéht upto datefon the basis:
of 1nspection reports and other aVailable sources. Thirdly, the
Vconclusions drawn in the Follow-up Survey Reports are based on the
' sample data in respect of the selected districts only._ Thus, when a
re%erencelis made‘in the‘note'to‘aﬁstate it really-means the condi-
tions prevailing in thé districts selécted from the State during the
.respective reference years.

- ASSESSMENT -OF LFVEL OF DEVELOPMENT. IN DIFFERENT.
- GTATRS

The important indicators of %he 1eve1 of development of co=
operatives are the proportion of cultivating population covered by
socleties, the proportion of families borrowing from co-operatives,
the proportion of amount borrowed from co-operatives to the total
borrowings, the percentage 1ncreases in these indicators over a

:period, etc. These data are set out in.respect of all the selected
districts covered by the four FolloveuplSurveys in Appendix Tabie i
The data brings.out the-following salient points. . & .

1) - The proportion of dormant societies was very high in the

_Stmtes of Bihar and West Bengal (ranging between 35 tc¢ 80 per cent),
wheereas in most districts from other States it was below 10 per cent,

bamrring -exceptions. - - |

2) - . The proportion of rural population'covered by co-opera-tives
wass also, among the States, very low in Bihar, West Bengal and -
Ra,jasthan, And if the membership of dormant socleties is excluded,
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* 10f the 37 districts surveyed in the four Follow-up Surveys, 3 oub
wf 11 districts selected for the first (with kke 1956-57 as a pericd
of reference),l12 .of the second (with 1957-58 as a period of. referer-
ce), 5 of the third (with 1958~59 as a period of reference) and
7 out .of 9 districts of the fourth Follow-up Survey- were ameong
the 75 districts selected for the All-India Rural Credit .Survey,

- - 1951-52, Hence the data on the varlations are available in respect
of 27 districts out of the 37 districts.
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the proportion of which is sizeable, the rurtl population served by
co-operatives in these States would be much smaller than indicated by
the figures.

3). The resources positlon, the level of advances both in absolute
terns and;in relation to cultlvating familiss, also indicate the sama

pattern, .

4) The proportion_of cultivating families borrowing from co=
operatives}was relatively high (generally 20 per cent or more) in
most of the dlstricts belonging to Maharashtra, Gujarat (i.e. pre-
reorganised Bombay State) while in most of the remaining districts
ercept Wost Godavari'in Andhra Pradesh and Jullundur in the Punjab,
a far lower proportion of the cultiirating families borrowed from
o-operatives.
5) The proportlon of borrowing;from co-operatives to total
borrovings was also relatively high in the districts from Maharashtra
and dearat'(geherallv;exceeding 20 per cent5; followed hy Madras
" and Andhra Pradésh (fanging from 3 per cent to 22 per cent), Punjab
;(é'per'cént‘to:27 per:oent) and Madhya Pradesh and Uttar Pradesh
‘(Sﬁper centito"ll per‘cent) erEept Bilaspur (where it was 62 per cent’®
whlle it was very low in'Bikar' - (nil to 5 per cent),west ‘Bengal
“(1 per cent to 11 per cent) and less than 8 per cent in Rajasthan .
The All India Rural Credlt Survey data on the share of co-operatives
in total borrowingsset out 1n Appendix Table II also corroborate
these inter-State variations in the level of development of co-
! operatives. »
‘ 6) VWhile” the advances were low, the proportion of overdues was
g very high in the distrlcts from Bihar and West Bengal (between 30 to
50 per cent) as compared to the other States. '

It would appear from the foregorng that co-operatives were
relatively well-developed in the dlstricts from Maharashtra and
Guaarat (pre-reorganised Bombay State) followed by those from Madras
and Andhra Pradesh° whlle in the States of Bihar, West Bengal and
Rajasthan the level of co-operative development was very low; the

emaining States of PunJab, Madhya Pradesh and Uttar Pradesh
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occupied the mid-position in co-operative development,

The considerable disparity in the growth of co-operatives in
the different States noticed in the preceding section is ascribable
to a number of factors. These relate among othérs to shifts in
policy at the national level, defective planning at the district
level,'weaknesses'in the structure and organisation of institutions,

and defects in operational policies and procedures, '

. VACILLATION AND SUDDEN SHIFTS IN POLICY
o The Second Five Year Flan, provided for co-operative development
on the lines. of the Integrated Scheme of Rural Credit, Accordingly
in 1956-57, the first year of the Plan which was also the period of
referenoe for theLRural Credit Follow-up Survey? 1956-57, the emphasis
wvas on the development of large size societies:? But during the
~second year ofjthe,Plang 1957-58, there was a slight shift in the
emphasis towards the organisation of smallisize:societies, parl passu
with therorgagisation of large size societies..lAt the same time,the
policy regarding the organisatlon of large sige_societies,,which,
together with State partnership}at different levels, formed.the main
component oi‘the lntegrated Scheme of Rural Credit,.came to be
. reviewed by the Planning Commission. In Nbvember 1958, the National
;Development Council resolved that, for the development of co=operation
as_ a people s movement, it was essential to organise oo-operat*
the basis of the village community as a primary unit and that the
responsibility and initiative for social and economic development at
the village level should be placed fully on the v1llage panchayat and
the village co-operatives. Thus, in the third year bf the plan, the
policy regarding the organisation of service co-operatives was
formulated and the fourth year, 1959-60, witnessed the organisation
of service co-operatives. In the result, the policy of organising

|r"\r‘_

large size societies drawn up in 1955-56 and enthusiastically pursued

e~

in the subseqnent two years was altered in favour of organhising either
single village societies or societies covering two or more villages
.without jeopardising the principle of mutual contact and social

cohesion. The emphasis was shifted oh the development of service

=
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‘co-operatives whose primary functions were provision of short and
medium-term credit, supply of agricultural and other production

requisites and the marketing of agricultural produce.

It was observed in the Follow-up Surveys that the sudden
.shifts in policy discussed above, resulted in conSiderable amount of
confusion in the minds of the district co—operative officials ard as
a direct consequence even the district co-operative development plars

were not: properly formulated and 1mplemented.

DEFECTIVE FORMULATION OF DISTRICT
CO-OFERATIVE DEVELOPMENT PLANS

As stated earlier, the proposals of the Committee of Direction
of;the?ﬁural‘credit”Surv%y'formed, at the national level, the general
basis on which'programnes for development of the cooperative
movement were drawn up in the Second Five'Year Plan. & study of
the district'co-operative-development plans in the selected districts,
however, shoﬁed that the plans were not worked out carefully and
comprehens1vely to embody all the features of the Integrated Scheme

of Rural Credit, \

Relatively'Speaking, the district co-operative development
plans*were comprehensive.and‘carefully worked out'in'the selected
districts rfoa the erstwhile Bombay State namely ﬁroach, Ahmedabad,
(Gujarat) East Khandesn (Maharashtra) and Dharwar (Mysore). In
these districts the plans laid down the targets in greater ‘detail
with regard to the- proportion of population and villages to bs
covered by the co~operatives, the number of large size societies and
"marketing socicties to be organised5'the proportion of agricultural
- produce to‘be'marketed‘by co-operatites, short, medium and long tern
credit to be advanced, etc.‘ But even in these districts, certain
deficiencies in the existing credit structure were not taken note
of while iormulating the plans. For instance, in Broach and Dharwar,
the issues connected with the undertaking of marketing of produce by
credit co-operatives and'of credit activities by the marketing

co-operatives were not giuen due consideration in the initial stages,
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In some of the selected districts from fAndhra Pradesh and
Madras, adequate provision for development of primary cooperatives
was not made.. The State Governments did not give clear policy
directives torcentral financing agencies regarding orientation of
leoan policy. In Chingleput, a concerted effort was not made to merge
the small societies located in the expanded aurisdiction of new
-societies; In Cuddapah, the targets were not fixed for organisation
of marketing societies. The troad frame work of the plan in Krishna
indicated the proposed outlev and the physical targets for the five
year period‘but no specific yearwise financial provision was made,
' The district co-operative development plans of the selected
districts from Uttar Pradeshiwere generally restrictive in nature
covering only some aspects of the co-operative development., Though ,
targets were laid down for proportion of villages to be covered by
the co=-operatives, membership of agricultural credlt societies and for
short, medium and long term 1oans, the plans for Etawah and Deoria
did not provide for organisation of large size societies, State
participation, financial sssistance by way ef godown loans and
subsidies and management subsidy to large size societies and marketliig
,societies. The Plans did not provide for reorienting the structurc
-before expanding the movement. In Mirzapur, 1arge st ze societies were
formed by amalgamation during 1956~57, but not enough consideration
vas given to make their area of operation compact and manageable,
inasmuch as some socletiss covered 40 or more villages each and haéd
a radius of 6 to 9 miles. The co-operative plans in Kanpur were
formulated in_greater detail forjvarions aspects of the co-operative
movement-as in this district, a co-operative_development (pilot)
-proaect was initiated in Nauranga with the idea of introducing the
important features of the Integrated Scheme of Rural Credit.
| In Akola (erstwhile Madhya Pradesh),Mandsaur and fagar, targeis
fixed in the plans were generally comprehensive. The district co-
operative development plan in Bilaspur, however, did not lay down any
targets for PTOPOrtion of villages to be covered by co-operatives or
the volume of advances to be given by the primary agricultural

credit sociseties.
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In Bihar, west)Bengal and Rajasthan though the co-operative

structure was very weak_in the selected districts and the movement
more or 1ess stagnant, there was no systematic programme for liqui-
dation of hopelessly bad societies, for realization of loans overdue
to societies, or to correet other weaknesses in the structure. The
co-operative development plans did not lay down any physical target
even for coverage of villages or for increase in membership ahd volurme
of advances._ The plan in_dalpaiguri made no provision either for
long-term finance or for revitalizing the land mortgage bank which
was dormant since its establishment in 1953, The advancing of consum=-
ption or kind 1oans through co-operatives with reasonable limits was
an important need of the cultiVating families in Jalpaigurl where
grain loans played an important role in the credit transactions of
rthe cultivators dbut this did not receive duelcon31deration in the
district dévelopment plan. _ _

In the absence of properly planned programme, the organisaticn
of co-operatives gave rise to such defects as overlapping of juris-
diction, dual membership and even overlapplng of functions as for
instance in Nadia and Jalpaiguri. Adequate attention was not paid to
the compactness of the area of operation in organising societies; as
a result, many of the large size societies in Burdwan and Jalpaiguri
were burdened with an unwieldy area of operation. No efiorts were
made at organising credit unionsﬁdespite the_yeakucofoperative
structure in these.dlstricts. ...i - ) _

As stated earlier, during 1959 the emphasis shifted from larg«
size societies to service-co-operatives. A study of the procedures

-adopted in 6r'g'anis‘in“'g5“ser'iriceq co=operatives generally conveys the
" impression that by and large,” the organisdtion of service co-opera=
tives'was hot preceded by well plannéd promotiénal efforts or proper
understanding of the type of functions which the service co-operatives
were to undertake, Consequently, small size credit societies and,
in some cases, as in Mohindergarh, even-large.size societies, were
converted: into’ service’ co=operatives without in sone.cases egven

modifying the by-laws of the societies ‘concerned. The target
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mindedness of the district co-operative officizls is illustrated by
‘the fact that within a period of less than 4 to 5 months as many as
177 service co-operatives were organised in Bijapur, 168 in Kanpur,
133 in Midnapore, 117 in Barmer and 106 in Mohindergarh, |

The foregoing diScussion'brings out that the planning of co=-
' operative develooment at the district level sufferéd from a number
of defects which included:i)rlack of svstamatic and coherent
approach at strengthening the organisational set-up of the primary
credit structure, ii)-sporadic efforts at organisation of large
size societies and service co-operatives, iii) inadequate attention
.given by the Cooperation Department in selection of societies for
conversion into large size ones or for sanctioning loans and
subsidies for constrdction'of godowns or appointment of managerial
staff, ivj lack of efforts'at'planned'development oé marheting co-
operatives, and v) inadequate emphasis on the development of proce-
ssing co-operatlves. The review also brings out the point that the
planning in the selected districts from ‘Maharashtra and Gujarat, ths
co-operatively well-developed étates, was relatively more compre-
hensive than in the districts from WcSt Bengal, Bihar and Rajasthan
'where no sizeable efforts, either in the plan or in the procass oof
implementation, were made to reorganise the credit structure on =tn-
lines recommanded by the All India Rural Credit Survey Committeo ,The
'planninp in the districts from other States generally covered variuL
3aSpects of co~operative movemeht but did not aim at introducing all
the features of the Integrated Scheme of ‘Bural’ Credit. '

 UNSKTISFACTORY PERFORMANCE OF CENTRAL
. . QO-OFERATIVE BANKS . .

riha;Integrated.qualﬁCredit,§pheme_assigned a pivotal role to
vtheqcentral/co-operative‘hanks in. the,development of co-operatives.
To what extent efforts were made to.attain this role has been
. appraised in this .section.
gtructural wegkness

Of the 37 districts, 3 were served by the branches.of the

State co-operative bank of the respective States-and of the remaining

34 districts, 20 districts had one central. bank each; 8 had 2 banks
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each and 6 had more than 2 banks each, The districts which had two
Jurisdiction ~ or more banks were mainly those from
and_size
Bihar, West Bengal and Punjab and in
some of these there appeared to be technically some overlapping.
Efforts at amalgamation of the banks in districts which had more thun
one bank have not ganerally been successful., Among the main reasons
against amalgamation, the more Ilmportant ones appeared to be the
possibility of a change in the composition of board of directors u.
the banks as a result of the merger, a change in the location of the
newly organized banks, communal donsiderations, petty factions, etc,
Despite the considerably long period of existence, a 1arge‘
ma jorlty of banks were still financially not sound and their
| Financial : operations left much to be desired, For
tesources
instance, although the Standing
Advisory Committee of the Reserve Bank of India suggested as far
back as 1952 that, as a general rule, there should be only one
central bank covering an ehtire district, and that a bank should
normally have owned funds of 35,3 lakhs and aim at having a minimum
working capital of Rs.20~25 lakhs within a reasonable time of its
organisation, of the 61'central banks in the 34 selected distriets,
23 did not satisfy the prescribed standard for owned funds and 26,
the standard for working capital. 4 large mumber of these banks was
from Bihar and West Bengal where a district invariably had more than
one bank, _ )
s The financial position of a central bank can better be judged
by relating it to the number of rural cultivating families in the
district, In the 61 central banks in the 34 districts, a distinct
- pattern was observed in respect of their financlal position. The
districts from the preapgorganised-Bombay State followed by Andhra
Pradesh and Madras in the first group, had a comparatively stronger
financial structure.: The working capital and its components, viz.,
. owned funds, deposits and other borrowings per 100 cultivating
families were comparatively highgr in the selected districts from
these States than in others. Even within these districts certain

distinct features could be observed. For instance, fhmedabad and

-~
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Broach, now in Gujarat, showed the same characteristies in financial
resources as Bast Khandesh in Maharashtra and Dharwar in Mysore. 4
comparison of East Khandesh with fAkola transferred'to'Haharashtra
from Madhya Pradesh and of Dharwar and Bijapur, transferred to Mysore
from Bombay after reorganization, with Béngalore which was already in
the Mysore State, would show more distinctly the better development
of co-operatives in the pre-reorganised Bombay State as compared to
Mysore or Madhya Pradesh. This was mainly due to the benefits tl.sc
banks derived from the efforts at- reorienting the credit structure
made as early as in 1949-50 in the pre-reorganised State of Bombay.
Among the components of working capital, deposits per 100 cult;vating
families were much higher in these districts as compared to those in
Apdhra Pradesh and Madras. In Andhra Pradegh_and Madras the major
proportion of the working capital was accouﬁted for generally by
borrowings, and deposits were comparatively low.

‘The financial position of the second group, which included the
districts selected from Punjab, U.P. and M.P., though not as strong
as those in the first group, was better than those in the third
'grdup, viz., the districts from Bihar, West Bengal, and Rajasthan,
Even in Punjab a distinction could be observed in the pattern of
development between - the banks:prganized in erstwhile Punjab which
were flnanclally more sound than those which came in after the merger
-of the princely States,

Banks in Rajasthah were of more recent origin and thelr
fdevelopment‘could not be compared with that of central co-operative
. banks.in the more advanced States. In Bihar and West Bengal the
existence of more than one bank in the same disirlet appeared to have
.adversaly affected their'efficientrfunctioning as strong and viable
units. 1In some of the banks in these States, the business turnover
- was not eVen_asllarga.as in some large size socleties. from certain
-districts :in the South. . Oniy: in a few banks was there slzeable Svate
contribution to: share capital, Effortsvét'mobilization of deposits
- were relatively meagre.. On account of their financial weakness ther:
banks were dependent malnly on funds received from the Reserve Bank

of India for their operations and worked in practice merely as a
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 distributing agency almost acting as an intermediary between the apc:
bYank at the State level and relatively weak primaries at the village
level. Although there was some improvement in the financial
“position‘-of these banks of late, the relative weaknesses in these
“banks acted as ‘a check to the progress of the Movement itself in

- these States, ' : : N

“ The Integrated»RuralfCredit'Séheme envisaged a re-orlentation

of the loan policy and procedure of the central banks on the lincs

Extent ‘of adoption of the:Crop Loan System. The basic
of Crop Loan 3
- System - - -features of thls system, which is

production-oriented and market-realised,-are fixation of scales of
‘finance on the basis of.cash outlay per unit area of crop, evolution
" ‘of these scales of finance .through a democratic process of field
workers! (officlals and non-officials)?conférence, disbursement of
"}oans in instalments-and--to the extent. possible in kind, linking
of repayments with the harvesting-seéason, redovering -dues “through
marketing “societies - out of‘thé sale proceeds 6f the crop financed,
. @tde 'Thé system also ‘envisaged a methodical procedure for assessment
" of credit requirement. of members, 1
2. As regards: a methodical asséssment_of the credit requirement
“of -members,+ah exaniration-of the apbliéaffén-forms prescribed by
+- - Loan procedure’ U.. . the gentral banks-ard the proformae
prescribed for supplying’ the information regarding individual members
by "primary-eredit societies toithe 'central banks reveals that the
“proformae in most of: the cases did not provide for collection of
-“information required for: proper:impleméntation of the Crop Loan
: System, .Even inithose pocékets wheréutha CroﬁuLdan?System had been
introduced,.the primary.credit socleties were not required to prepare
vthe normal credit stateménts on:the-lines envisaged. The surveys
revealed that:there were in.tbe~main.f6ur'types of loan procedures
“in vogue:t< (1) the cehtrél.banks had effective power to scrutinise
the loan.applications as in Médraé,”ﬂndhra Pradesh and .Mysore,
“(11) the peculiar type of loan procedure had resulted in by-passing
" the managing committees of .the societies which had ‘no do_facto

managerial "responsibilities as in Madhya Pradesh, (111} the central
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bank had 1ittle effective power to scrutinize the loan applications as
- in the case of Punjab, Rajasthan, Bilhar, Uttar Pradesh and West
Bengal, and (iv) the central banks played a significant role in spite
- of .the fact that the loan applications had to be routed through the
Lissistant Registrars of Co-operative Societies and the power of
. supervision vested in the taluka supervising qniocs which were federal
:'bodies of primary sociecties, as in-Gujarat.and Maharashtra.
" . An analysis'of the loan procedures in vogue during the Sur—or
years.lndicated that thet%deals and practices recommended by ths
Committee of Direction of/All-India. Rural Credit Survey were not built
~into the structure, organization andwworklng o£ the societies. The
. outmoded and orthodox.-procedures in.vogue since the beginning had
been followed without makingfany:effcrts to;effect flexibility at any
.»stage,_though in-a few'districts from Maharashtra,'Andhra Pradesh,
Madras, Madhya  Pradesh and Mysore, action. in this-regard, in ecrying
‘*degrees, -had been.linitiateds .:-- S
Proyision of-adequate :finance was.not in.operation in any
States except perhaps in the areas of the erstwhile “Bombay State
—.and -also_the areas-covered by the Full
Quantum of loans
‘in"relation to_cost _Finance Scheme- in States like Madras
of cultivation -
ST and Uttar Pradesh.  In:these States,the
.quantum of loan: was initially linked to the.crop acreage. However,
the actual policy followed was_far-shori-of the ideal policy as thel
quantum of loan though-related to.tnea.eash,f'oiitiay fonfcz‘opis, was
‘linked. to. the: total owned:assets of. the borrower and the overall
limit fixed in:the bye<laws - Ic.Broachsdisprict of Gujarat, the
rquantuq?of-loanrte a.member- was linked to the acreage of land
lrrespective of: the.crops grown:and to the value.of produce sold by
a member . through co-dﬁeratives;f In this casey-nd consideration was
given to“the-cost-ofrenltivation of-different crdps. In Madras and
Andhra Pradesh, thcugh some efforts-were madé. to:reorientate the
policy in-the.'pilot project'.areas_and.areas'couéred by the 'Full
Finance Scheme' there was no apprecilable change in the loan policy
prescrlbed by the eentral banks, Even in part of Mysore which was

an integral;part of the pre-reorganized Bombay State where certain
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features of the Crop Loan System were in vogue, the tenant cultivators

" were given lower credit limits., In Madhya Pradesh, though loans were

fixed on the basis of acreage of land, in actual practice, loans were
given at a very much lower limit, In the Kanpur district of Uttar
Pradesh and Bangalore district of Mysore, though the quantum was
fixed in_relation to cror acreage on the besis of the estimated
cultivation expenses, in practice, loans were given in relation to

the assets .recorded in the haisivat, In Madhya Pradesh, loans were

. given only to those who had transferable rights in land., In the

Jaipur district of Rajasthan, the scales of finance were related
either to the value .of anticipated crops or to the average annusl

value of crops. Thus, it would be noticed that there was no system

of estimating -credit demand .of members based on aznticipated production

.'In order to-ensurerproper_utilization of loans iv was suggested

that a part of the crop loan should be issued in kind and that the

ursement of = . . casn pert should be disbursed in
1..@.....1__0 ng ind and -
nstglmentg L . instalments according to the progress

of the .agricul_‘l:ukrel,“s!eason. The Follow-up Surveys revealed that

the practice of advancing a part of crop loan in kind was followed

in the pre-reorganized Bombay . State, and in sone cases in Madras and

,,In Rajasthan, some societies undertook distribution of improved

seeds and ﬂertiligers esﬂagents,of,ghesﬁgricultural Depertment of

, the.State Government, In rest of the districts loans were advanced

in cash. .

The practice ,9f giving; ;laoans dn. instalments was also observed

;in the)pre-reorganized Bombay State. According to. the practice

followed, disbursements were made in,two to four instalments taking

.beginning .of the agricultural seasons

-

into acgount the agrigultural seasons for different crops. In other

_States,loans were advanced in one lump sum and in cash at the

Recovery of loans appeered nore satisfactory when repayments

were related to. the period of harvest of’ crops financed It was
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found that no uniform procedure was followed in this respect in the
different States. While in some, specific dates or periods were
indicated as in the areas covered by the pre-reorganized Bombay Statg
in districts of Madras and Andhra Pradesh, disbursements and recover-
'ies were Spread over all through the year. The due date of repayment
was”generally 12 months from the date of issue of loans and did not

often synchronise with the harvesting season. In Rajasthan and

" Syncronigation ° "~ - Punjab, disbursements were spread
of recoveriesg with .
harvesting season .  throughout the year but here the

recbvery was theiresponsibility of the Co-operation Department unlike
Madras and Anﬂhra Pradesh where.the'supervising unions were entrusted
with ‘this work, " In West Bengal recovery“was generally linked with
harvesting season but in Bihar it was not, .- :

‘ Accoraing to the Bural Credit Survey Committee, supervision
) shoold be‘tne'legitimate ‘function of apex banks and co-operative
Supervi sion br_centralibank central banks., A study of the pattcrn

of arrangements regarding Supervision indicated that, even in the
fourth year of the Second- Plan, hardly ang_efforts at its reorienta-
tion were made in many‘States._ In Madhya Pradesh, although strictly

* speaking, the power of sipervision vested with the central banks,

the existing arrangements were hardly in consonance with the pattern
envisagéd 1n the Integrated Schemd f Rural 'Créedif as, because of

the domination 'of the society .supervisers and -group-officers, the
nanaging committee of primary credif society had no de facto manager-

'~ ial résponsibility.” Id'Madras and AndhFa Pradesh;'snpervision was
supposed to have been exerclsed through the supervising unions,nany of
‘which were actually defunct: and in effect 'the “central banks had to
‘attend to its In Kerala, ‘the central banks weré™ih 'direct charge of
supervision of societies affiliated - to the Toeal supervising unicos.
In Uttar Pradesh, supervisién was vesteéd with the Provincial Co-oD-.ra-
'tige'Union; The supefvisors appointed by thé Union were attached to

the Assistant Registrar of the District Co-operative Officer. Simce
the credit limits were to ‘be_scrutinized by tne_Co—operation'Depart-

ment officials,Lths power of supervision vested with the Government.
In West Bengal, supervision was technically the responsibility of the

central banks, but since the staff maintained by the banks was inadc-
quate, the duties regarding scrutiny of credif limits and recovery of
loans were practically underfaken by the Co-operation Departmert
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officials, The position was not much different in Bihar

where the credit limits were scrutinized by the Departmentzl
officigls ¢nd the supervisors were on deputztion from the
Government. Tmus in effect, the work of supervision wes
largely controlled by the Co-operstion Dén:rtment. In Punjzb
and Rejesthan, supervision wes vested with Government ‘itself
and duties relating to scrutiny of credit limits snd recovery
of logns were undertgken by the Dep:rtment., In Mysore, while
the centrzl benks were responsible for supervision of societies
in the old Mysa»¢ rr:z, the Dev:rbtment wes in-cherge of super-
vision in the erstwhile Hyder:b:d srez. In the Bomrry=
Karnatask sres, the work was done by the centrzl banks ss slso by
the Depsrtment.’ In the pre-reorgenized Bombay Stote, the
supéivision'was exercised by the T:luka/District Supervision
Comnittee, Supervisors were Government employees. Thus,the
pattérn of érrahgemedts regarding supervision znd inspection
. varié&'fromfone'State to -another and did not correspond with thet
envisszged in‘the Integrsted Scheéme 6f Rursl Credit. The ohjeckive
of mgking the centrsl bank azn gutonomous co-operative institution
was far from being fﬁlfilled perticulerly, becguse, in many
districts the officizls of the Revénﬁe Depsrtment still continued
0 bé ex-officio chéirmen“of‘fhé:céntrel bsnks.
" -7 WEAKNESSES OF.THE-PRIMARY CREDIT STRUCTURE: , ..

" In the case of primary credit societies-in » number. of
districts surveyed, the structursl wegkness acted ss » serious
shortcoming: While.in some.districts: dormency- of. societies wes
a severe impediment’ in most others the. smzll uneconomic size
limited their rste of development, : i

" ‘Dormgncy of primsry credit’ societies ﬁqsed‘a serious problem
psrticularly in West Bengel =nd Bihsr, whe:e.the proportion .of
dormant societies in the selected districls ranged between 28-81
per cent, while in othex States it was geﬁeral;z;}ess-than 10 per
~cent. The main cauqeg;for.dorman;&-;;;ééféﬁgfs‘be bed menagement

- -Dormspcy and efforts . snd misapproprigztion, hesitency znd
. ab _revitzlisation
: 2 half-heazrted approasch to recoverics,

domin:tion by vested interests, very smagll sres of operztion,

1 Though supervision was technicglly the responsibility of the
Government, scrutiny of credit limits znd recovery of lozns wes
attended to by the respective stzff of centrzl brnks
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overlapping of functions between primsry credit sociéfies end
ofher types of societies, stc. Other feclors 1like wegkness
of tHe centrel bunks, pre-occupsiion of thelcentr?l banks
with truding activities, defective loan policy end proceduré,
unsgtisfactory srrangement .regerding audit, inspection and -
- supervision glso had s direct besring on the unsetisfactory
performznce of these societies. o

To counter the problem of dormsncy 2 progrzmme for revite-
lisation of primsry asgricultural credit societies wss teken up
since 1957 with .z view to ensbling them to function more effec-
tively. This progrsmme wss intended ﬁo be ca;ried forwsrd ond
completed during the Taird Pl:n period. Most ol thz Staties leid
down some criteris for socleties to be tyken up for revitslisstion.
But in mzny céSes, revitglisetion of societies was intérpreted to
smount to a little more than the appointment of a clerk in esch
" society with the help ofAthe;subsidy_provided by the Government,
There was no- systematic programme for liquidstion of hopelessly
- bad societies, -to reglise 311 loasns overdue, to bring as many
rurpl femilies as possible ipto.the co-operstive fold, to get the
" required fingnce from the centfélibank, etec. Sp revitzlisgtion
échémes, in,e:fect,.werg.littie,moreitﬁén b:ovision.ofhmanegerial
subsidy, thoudh there were msrkediveristions in the method of
goelecction of societies 2nd quéntum,of mapnzgement- subsidy. Tmus,
- except” perheps in s 'few districts, neither was the. scheme of re-
vitalisgtion 6f-small,size.§ociﬁties.properly formilated nor wes
the progrumme satisfgctorily implemented. e -,

The small or -uneconomic size of societies -2nd lnadequate

offorts at reorgsnisation towsrds attaining vigbility was snother

important weskness of the primsry credit structure. During the
period covered By the four follow-up surveys there were three

Uncconomic size snd = distinct types-of primary credit
ZEIOQUILCES o o : L

' - societfes operuting-in the selected

districtsy lurge size societies, small size societies end service
- co=operatives, As regards membershio of primgry credit socicties,

it was found to be generally rising in 211 the districts,
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In lorge size societies the gverzge membership raznged from

169 in Bilaspur to 12290 in Kznpur snd in smzll size socicsties
from 27 in Mirzgzpur to 207 in Quilon. Gencsi-lly the ineresse
in membership was more merked in lsrge societies thsn in small
size societies. As regerds the composition of membership,it
wss noticed that u sizezble proportion of membership c;nsisted
of big and lezrge cultivstors in the-majarity of .the districts,
Tac wprréicisstion of smzll, cultivators in co-operstives was
mzrkedly low in certein districts zs Mirzepur und Cuddapsh.

4 The dats on;finencial resources per 100 rural cultivating
Tamilies of the districts showed thzt in respect of shere
capital those districts where a higher proportion of iarge

5ize societies wus opersting were compsratively better than
others where large size societies were fewer in mumber, For.
exumple, the paid-up shsre cepital-for 100 cultivsting families
wzs as high as Rs.4,713 in Broach, followed by East Khandesh
(Rse4,114) and Dharwsr (Rs.3,021). s sgainst s mere K.85 in Gays
and Rs.93 1in Jalpagiguri.. It is evident, therefore, that the
finsncial. position of primary societies wus compsretively better
in those districts where the reorganisation of primery_cred{t
structure was carried out on & significant scale, The societies
with a'podr financisl position were mostly one-villege societies
which were busdly managed by honorsry secretaries or were dominyted
by vestcd intercsts like landlords, moneylenders, etc. .or were
opcrating in beckwerd .or. scdrcity gffectcd ar¢as.

The surveys revesled that the primary eredit structure in

a majoriﬁy of distnicts selccﬁed from Wést Ben,al, Bihar snd
_RaJasthan was characterised_be51dcs dormency, by a 3 lerge number
of single-millage unlimited 116bility type of qocieties, which
‘were uncgonomic in size, while in districts, mostly fron Andhrs
Prodesh, r_dras, My=orc Kera1a4and erstwhile Hydcrabad State,
there_yas a predomlnanpe.afmul?i-purppse,multi-v111age$°°1Cties
and lesser mumber of dormant societies. In the third group,
;onsistiné»mostly of districtg_from the pre-rebrg9nised.Bomb§y
Styte, the strﬁqture of‘p:;mary credit societies wes stronger

- ¢nd there was s predominsnce of large size socicties.
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The surveys :lso indiceted thet in relstion to the

problem the c¢fforts st reorgznis:tion of the primsry credit

.structure to zbttsin viebility were not sizeszble., The progress
wes also‘ﬁindered 55 stated carlier by hesitzney and shifts
.in poliey.-
fThe other weesknesses. in the primnary credit structure
relate to the operytionsl policies and procedures. =dopted by
socletles concerning loan policy, types of credit. given, terms
on which glven, etc.-"A study of the lozn policy pursued by the
. primary credit socleties in different districts indicated that some

Loan poliey = * of the features of the Integrated Scheme

of Rufal Credit were found.to have beeh adopted in Broach, Sorath,
Stgggtiﬁhandgsh,Dharwar and Bljapur = all belonging to the pre-reorgani-
'L of Bombay.. In these districts the-grent of losns by primary
Jeredit socleties wzs governed by the rules framed. upder the Crop
Loun System: initiasted us €arly es.in 1949.. -
~: Attempts were made: in: cexrtzin other districts by the Co-
opefatibnﬁbt:lrtments:of?the respective_Shate-Governments to
"liberslise: the gront oficredit by primary credit societies,
}?or-instahce,xthé‘Full Finance Stheme in Coimbstore and the Crop
Loen Systém‘inaEtawah;%ndaK;npuz:aimed &b providing. the entire
credit requirements: pfs theirursld familiess, . Thdugh the péinciple
of granting Yoans“in relstion to estimsted outlay on crops seec:
0 hyve beer accepted by béhfféIlbéﬁﬁé; no €ffoits were msde to
implement it, Tﬁu#,'hoﬁe'df'ﬁhé’fdndaﬁéhtél‘bbjectiVEé of the
Integrated ‘Scheme “of “Rirsl Credit Was in effect enforced, except in
the disfricts“frdm”thé‘pféQEééfééniééduﬁgﬁﬁéy‘Stéfé:‘ Conseguently,
'cb-oﬁéfativeréréﬂit:éﬁéilaﬁfédfé agfiéﬁituriéﬁéﬂiﬁ relstion to
the requirements wus génerzlly dmsll, psrticulsrIly in the

districts Fr¥om West BéngbT; Bihet und-Rafesthanwhere it was less

N

thar 10 peT cént us sgellist the districts fich Mihsrashbra,
Gujerhutj-etel where théproportion wss sbove 40 per cent,

7" Besides' the imbulance in the Guontum of credit éiven; the
types df’lbaﬁg”giyéﬁ'éiéb‘Varied'éigiifiéenfiy from one district
to snother, There was s grester emphssis on short-term loans in

Brosch,” East KHundesh, Dharwsr, shmedsbad, Cuddapsh, West Godevaz:
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Ferozepur, Etswzh ¢nd Nzdie. Short-term pledge loens were
size:ble in Chingleput, Vest Godever:i znd Brosch. In West
Godszverd meny primery societics geve pledge lorns to members
who, however, sold their produce directly to treders. in
Broach, nowever, meny primarj societies were merketing the
produce of members uznd were giving pledge ioans,to then,
Short-term lozns for consumption purposes were important in
Jullusndur znd Hisszr. The distinction between short end mediun-
term Jozns lost much of its siénificence in certeln districts such
as F%rozepur, where even thqugh ell lozns were reported to have
been given for short-term dquration, most of them were in prasctice
medium-term loans due to ;he kist bendi system of estimatipg %ho
demgnd for recovery Qf ioans: In Géya, short-term loans were
granted in the form of fertiliser loens and most of the cesh loens
werc given for mcdlum-term purposes. In Spger more thyn half
the smount of loazns adv&nccd were edjustment locns, l.e,,
instglmepts due gnd not repezid in respect of loszns which were
zdvanced for two yeafs shd repayszble in'twd annual instzlments
;to be trested os fresh zdvences during the yeol by book .
adjustmcnt. In Bildspur too the loans wcre gencrelly advanced
for & pcriod of two yedrs and the system of adVeHCing lozns through
book entries contlnucd to be an 1mport¢nt fuzctor influencing the

"ture of chances grented by nrima;y eredit soc1eties. Thus, thc
mcdlum-term loans granted 1n Sagar, Bilgspur and Mandssur did
-not represcnt the tJDC of nediun-term credit env1scged by the
_All-Indla Rursl Crcdit Survey Committee.

The different types of securlty agalnst which loans WETE

grontcd by primcry eredit soc1et1es may be broadly clessificd into
'four groups- Loens granted sgsinst 2 first cherge on lsnd or

cron, elther undér Sectlon 24a4 of the BOMboJ Co-operetive

Societies Act, 1925 or under Section 30(1)
, . Securit
of the M. dhya Bherat Ca-onergtive Socicties

‘Act, 1953, =S wzs followed in Sorsth, “Akola, Seger, Ahmedsbed,
"BT520h,”EaSt Khundesh ¢nd Mendseur, This procéduré wes in
conformity with the Integrzted Scheme of Rurzl Credit gs it
ensured thet co-operstive losns were zvziled of only by owner-

cultivators or tenznts who hed cultivstion rights.
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Lozns were gr:nted zgezinst person:zl security or third perty
gusrentee in Hisser, Ferozepur, Jullundur, Et:wsh, Deoris,
'Monghyr, Goyz end Jezipur. Short-term logns upto R.500 were
gr:znted in Coimb:tore znd West Godeveri vgeinst personal
securlty or third psrty gusrentee, In prectice, it wes
notlced th:t when personsl security =lone formed the bgsis
for co-operztive credit there wes g grerter risk of such loans
being @vuiled of by non-cultivstors, non-cultivsting lsndlords
:nd esgricultursl lsbourers. In & third group of districts,
Cuddepsh, Juilon, Nizemzbed, Bengelore, Jelpziguri, Nedie end
Burdwazn short-term co-oper:tive credit wes grented on the
security of immoveble property. The qusntum of lozn in most
of these districts wes linked to the lend revenue psid by the
borrowers. This policy encbled the owners of lznd to eveil of
credit even though tﬁey were not cultivstors themselves., All
tendnts znd small cultivetors were thus denied'credit facilities.
Short-term lozns zgeinst pledgé of produce were also

reported in Broech, West GodeVeri.and Cﬁingleput{ znd to s lesser
extent in Bijspur, Tenjors end Krishna. Care wes not tzken,
aiways, to.ensure thet the piedge lozns *e;e_not sveiled of by
non-cultivators gnd petty trzders, In West Godavari it wes
‘néﬁiced thet, in the absence of adéduate godown feéilities, the
proddcg-was sonetines stored.in‘improvised godowns or in store-
rooms in the resi@encé of the member himself., In most of these
districts there wes no provision to engufe thet the produce
egoinst which the loan wes given wes zctually grown on his own
‘farm, In Coimbstore -and Tanjore, lozns were secured by pledge
of jewels also. | | |

" The pettern of development of primery credit societies
in the selected districts emerging from the zbove snzlysis of
their operpstions indiéated three distingt stzges of growth, The
priméry credit séructure in & majority-of districts selected from
Punjsb, Uttsr Pridesh, Medhys Predesh, Biher, West Bengel end
Rzjesthan wss chezructerised by & lerge_nu?ber of sinéle;vil;age
unlimited 1izbility societies, » 1grge proportion of dorment

¢nd stognont societigs, low credit limits genersily linked with



gssessments, zbsence of inter-linking errengements, wezk

centrel benking structure, low turn-over, r higher proportién
of medium-term lozns, high rates of interest, misutilisstion
. of lozns gnd mepegement by untrzined, honorsry secreteries
.or overworked pert-time secreteries. An enlightened co;
oper:tive lepdership wes édnspicuous by its gbsence,

- In gznother group of districts, mostly from Andhre Pr:desh,
Madras, Mysore, Kerzly gnd erstwhile Hydergbed Stzte there
w2S a predomingnce o multi-purpose, multi-villege socistiss,
lesser dormgnt societies, = higher level of lozn operstions
¢hd predominzhce of short-term losns., In some of these districts
- the attempts to reform the primary credit structure resulted
. more in increzsing the qusntum of lozns edvanced thsn in reorient-
ing the lozn policy or mzking the membership broad=baged. The
losn policy continued to be detérmined, by &nd large, ﬁy the
depurtmentel officizls snd credit limits were fixed in relgtion
to the vzlue of the security offered. The-érowth of primsry
eredit societles in these districts mzy be attributed more to
"incressed offici:l initiztive, control end supervision then to
the response from the people ﬁhemsélves. |

In the‘third group of districts mostly belonging to~ths pre-
reorgenised Bombgy Stateythe structure of primgrj credlt socleties
wss stronger, and there wed » predominsnce of large size societies,
The working czpitsl of primasries was sdequate,snd there weas |
grezter emph351s on short-term 10gns. The retes of interest
were lower. Ahove all, the loen policy wes.generzlly reoriented
‘on the lines of the Integratcd Scheme of Rural Credit which
ensured szdequgpy of loans as well as its proner utiligstion.

The co-operative IEedershlp was dynamic and responsible to
the denands of 2 developiﬁg rurzl ecopdmy. .

This regionzl disparity in the growth of primsry credit
socletles may be entirely-éttributed to the exfent of‘effortsi
nade by State Governnents to implement the recommendztions
of the All-India Rurzl.Credit Survey Committee, perticulerly
those relsting to the Integrusted Scheme. of Rirel Credit.
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In their efforvs to reorient thes co-oper:tive credit

policy, some Stete Governments do not apvesr to hzve tgken
cognis:nge of thé principles 1lzid down by the All-Indis Rural
Credit Survey Committee in formulsting the Integrzted Schene
of Rursl Credit. In those Siztes which hed tzken initistive
in reorienting their credit structure zs ezrly ass in 1949-50
as in the pre-reorgenised State'of Bombey, the development
of co-operatives was purticulerly remerkebls,
The mansgement of societies left o great deal to be desired.
The various defects such gs improper msintenence of records,
inerepsed officisl conbtrol and si%ckness in the recovery of
logns = gll indicsted the feilure of honorsry a=dministrztion.
" WEAKNESSES IN MARKETING CO-OPERATIVES

. Thefpﬁdgfess mazde in co-operativé marketing hgs also not
besn impressive except in a few distriets, Of the 75 distriets
selected for the All-Indis Rural Credit Survey 1951-52, 27 were
covered by the Follow-up Surveys conducted so far. Out of these,
only in 8 districts the selected cultivetors reported sale of
. produce through co~-operstives (Tuble é). .However, 'only in
2 districts did co-operstive msrketing of sgricultursl produce’
register substantial‘brogress.' Tize reletively better performance
in some districts and the mzjor c¢ohducive fsetors thut gided the

progress msy be reférréd to'briefly.

TaBLE 2 ~ SALE OF PRODUCE THROUGH CO-OPERATIVES
BY SELECTED CULTIVATORS

PROPORTION OF PRODUCE 5 %D TIROUGH

Districts CO-OPERATIVES:
19612 Follow=-up Surveys
Broach B . _ ‘i;"f-"- "--------:-3-5-—-----------
Deoriy 30 75
Jullundur . o
Ahmedabad ‘ _ HEG
Hissgr . . ’
Mirzgzpur _ _ -
Bijaspur 1 3
Bilaspur NEG -
Kanpur ' ~ "

- W gt gy - ] —

T:e siccess achieved in Deoria (U.P.) is ttributcble lsrgely

to the legsl protection enjoyed by the cultivstors in respect of
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the dispossl of thelr sugarcezne through sugsrcene unions

to privately owned sugarlfectories - g factor extreneous

to the co-opergtive movement, On the other hznd, the success
schieved in co-operabtive merketing of cotton in Br.:en, which
accounted for gbout 39 per cent of the cotton produced in the
district, wus to o lerge extent due to the implementztion of the
Integrated Scheme of Rurwl Credit in the district end the .
development of co-operztive processing. In fgset, ell the
constituent pirts of the co-operstive marketing structure,

viz., co-operstive markefing union st the district level, which
acted as g federgl zgency for desling with privete buyers from

. Bombay and Ahmedabezd, the prlmary mzrketing societies vhich
were assembling, pooling end processing the produce for sale

asd the primeryAcredit societies, which had direct conneetipn
ﬁith members, worked in fuli co-ofdination with eech other - a
feature 5S yet seldom noticed in other districts, 1In zddition,
8 part of the flnenci»1 aid reeceived in the form of Stdte
contribution %o sha :Te capltal wes utilised by some of the
socleties for constrgetion o?_ecquisitlon of cotton ginning

-and Pressing plants, FUrthermore, legislative ensctmepﬁs for
ensuring the purity of cottpn end supervision of its cultivetion
provided certain built-in-procedurzl checks which enabled the
marketlng co-operstives to disburse pledge finunce only_ss sctuzl
growers snd to prevent mafketing finance frsm flowing to cul-

tivator-cum-petty traders end others, These srre ngements were

in mdrked contrzst to those prGleling 1n the obther importaznt
,cotton_growing dlst;icts.such ss Akola, Sorcth,_Dherwar, Coimbztore
2nd Ferozepur whers the co-operatives generzlly srranged for sale
of rgw cotton, dfter Brading, elther in periodic public guctions
~or by PTiV‘tG neSOtiatlonS, which inecidentally gave rise to the
“practice of extending %rede credlts to buyers much to the detriment

of the co-operstives end members themselves.
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The performuznce in regzrd to pledge =dvznces wes also
uneven, the gchievements in this regerd being unsatisfzctory
in Weet Bengel, Ust-r Pri.desh, Mudhys Przdesh and Biher.
Advences zgainst pledge of produce were relstively more

. significsnt in the Southnera Stetes’
edege »dvenges )
viz,, Mzdras snd Andhre Pradesh..

In fact, in these districts the mesrketing societies' mrin

function cqntred round greﬁting of pledge 2dvances, In
Chingiéput and Vest Godavari, where the sbsence of co-opers=-
tively owned proceséing facilities snd sbsence of réguIatéd
'méfket for the rawv produce (e.g., Paddy in West Godavari)
ﬁendéd to limit thé scope'for undeffaking marketing sctivities,
- the marketing societies undeffook to the greznting of pledge
| flnance as the main function with 2 view to providing holding
power to the cultivators.

Although inadequacy of pledge finance wss not guite uncommon,
& Bmajor disquieting feature of pledée'financé observed in the
different districts where it wes prevalent was that ouite
‘often the pledge finsnce fucilities benefited the cultivator-
cum-treders snd commission agenfs rethér then the smell snd
medium cultivabors. Similarly, in solte’ cases, the discretion
given to the ﬁanageis of marketing societies regzrding the
margin réQuiréments to be maintéined'was not properly exerci;ed.
'These‘malpractiCGs'ﬁere due'mainli to the sbsence of procedursl
‘checks 2nd the domfnation of powerful vested interests in the
| nznzgement of merketing socicties, Juite often cultivator-

cum~-traders: pnd commission sgents bought the produce from smsll
cultivetors ¢nd pledged them with the societies end wveiled the
pledge finunce fscilities by'excludihg(thé'smnllﬂcultivators.
Except in Broach, where, Ls mentioned earlier, certsin built-
in procedural checks ceme into belng by virtue of the legis-
lative ensctments for ensurlng the purity of cotton end super-
vision of its cultivation, there was herdly gny rigid procedure
followed or zdopted in the other districts to verily whether'

the produce brought for pledging wzs grown on the borrowers"
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own héldings. In other words, no sttempt wes mede to relste
‘the produce pledged with the size of the cultiveted holdlng
of the borrower.

Af£iligtion of credit societies with merketing societies
end efféctive'arrangeuients for linking credit with merketing
_for enabllng recovary of 1o ns edvanced by primsry credit
'societies £S env1sdg=d under the Irtcgruted bchemeuerecon-

thelr
spicuous by /£ sbsence prsctically in all the districts,

including those districts whers

Interlinking of credit ,
=nd marketing - co-operstive merketing hed re-

N corded some progress._ Only in Mirzepur wes some sttention given

- %o, this aspect of eo-operative merketing. smperatively
SdtingCtDry drrongements in thls regerd VETE also observed in
the Kanpur Naurango Pro;ect #res. Even in Dharwar and Ahpedeb:d,
where co-operative mdrketipg_wﬁs relatively better developed,
.there WEYE no regular srrengements 1ihking qredit wifh markéting.
.Racqygpy‘qt_production loezns of_primag}es mede by some socletles

in these districts wes mostly on sn informsl basis.

On the whole, the progress in respect of affiliztion wes
very limited os glso achievements in regard to interlinking were
-neglrigibles In feet, primaries in some ceses were snxious to get
affiliated only to secure supplies of ggricultursl requisites :nd

‘not with g view té Teeiliteting tlé‘féhoﬁéry oF Losns. ‘While
. the weak“credit structure 2nd the organilsetion of new societies did
to some extent offect working out interlinking errangehents the
rain fzctors thet led to the unsztisfactory position in fhis regerd
i;owere: (1) the masrketing societies hed not undert:ken ¢ merketing
-work, (2). #bsence of the provision to bind the cultivator, who
-borrows fron the credit society, to.sell his produce through the
merketing society, (3) ebsence of-any_folléw-up in the form of
effective participstion in the management of credit ¢nd zlso
marketing societies through State nominees sfter State perticipaticn

in shars cepitzl, (4) inadequdte reprcsentation fo credit societ



26w

on the mzneging committees of merketing societies, (5) defective
by~lews which daid ndt-effectively prevent cultivgtor-cum-traders
from being on the men:ging comnittees, snd (€) gbsshce of specific
provision in tae by-laws ¢s in Burdwsgn. All these resulted in the
nerketing societies being dominated by urbgn-oriented interests
and trszders which rendered ineffective efforts gined st promoting
co-operetive marketing ¢nd effecting interlinking.

From the foregoing zccount, it will be observed thet marketiig
end linking mede 1little or no progress at 211l. The chief factors
hindering the development of co~operptive merketisg could be
'broadly clyssified under 6 different heads, viz., (1) weik credit
structure, (2) overlaoning of functions end Jurisdiction, (3) leck
of reprcsentation to credit societies on merketing societies,

(4) 1.ck of Droper nlanning, (8) zbsence or inszdecuacy of co-
operatively owned processing feeilities cnd (6) lazck of stfong
2pEX organiSatlon. ' T

Devslopment of co-oﬁérative credit'and nerketing being )
complementsry to sach othery the strength or weskness of one
affects the other, thre-the-cd-operétive'structure is wegk znd
cd-operétive lozns inedequate, the cultivetors depend on privets
credit even for productisn purposes s ¢ result of which they ecre

. S forced to .sell their producse
. Wezk _credit structure )

' . fhrough trsders,.thereby rendering
‘ineffective the entire prrongement for developing co-operative
ngrketing, Thusyfrom the'poigt of view of -the cultivstor, .
he ¢zn be induced to sell through'the msrketing. society
only if his dependencé on the trader is systemeticslly reduced.
This is the mgin, perhaps, the’ sole repson why: z'lsrge nuober
of Cultivators'reportéd sales through trzders even whére mer-

keting societies hcd undertzken merketing.

In as msny s 21 districts covered by the Fsllow-ip
Survsys, the co-operztive credit ‘structure was weak;'%hssé'"
districts were ﬁainly'froﬁ Bihar; W@st'Bcngel,AR%éasthsn',"

Medhye Predesh smd Uktzr Predesh, If is not surprising,



thérefbre, that the perforngnee of co-oper:tive mar-
keting, let aléﬁe_its-development,'was not gt all
significant in the mzjority of the districts. This,
however, is not to imply thet where the_co-opérafive
credit structure is strong the development of éo-opera;
tive marketing is essured automatiéally; For instancé,
in Wbst-Goéav+ri, Cciﬂb“tore, Cr‘nﬂleput T"w*ore aﬁd
Krishna districts ( from M:drss znd Anghry Pradesh)
where. the co-operative credit structure.wps strong
there were hardly eny sales through co-operatives.
But this sgsin was due to the limitstions in obher
directions such as'absence of co—oneretively owned pro-
cessing facilities, domindtion of powerful vested interests,
improper IOCation of marketing soc1€ties,_etc. Never- -
theless, the importdnce of @ sufficientiy strong co- R
'$pérétive credit étructure a$'aﬂ eésénﬁial bésic pﬁe-
requisiéérfor the’dgvelqpﬁeht of-co—operative ﬁarﬁeting

czh hafaly he minimiéed.

In 14 districts out of 37 covefed by the Follow-up
Surveys, some or sll_ﬁselected) mqueping socleties were
found to be.undertaking creditiactivities legitimately
entrusted to credit co-operstives snd vice-versa, This
wes particulerly c0pspicuous in Gujarat, Mahargshtrs,
Mysore? Utter fraquh.aqd West Bengal. - The unyig_dis— .
adventege. of this prectice wes théirthe—marketing"societies

tended to evince less keenness to undertzke their other

of fu ctié 5 more pressing functions

znd jurisdiction

.. such gs pssembling, grading,
processing, etc,, end more importantly they were not eszger to
render recovery service to the credit societies by forging.
inter~linking., 'Similarly, in the gbsence of clezr cut sllocetion
of functions between primary msrketing societies snd district/

regionzl merketing societies, there were instances of the



letter type of institutions undert:king merketing sctivities

in gress where primeries existed :nd opersted. In sone ceses,
eéven the by-lsws provided for such sctivities. Broasch, Soreath,
Ahnedzbad, Dharﬁar, Hisszr to mention z faw, wers amonéAthe
districts where-Sﬁch overlzoping of functions and jurisdiction
wes noticed. .Hoﬁefer, from the point of view of merketing,
overlzpping of jurisdict;&n, end hence functions between tha
narketing co-operztives themselveé,‘h?s g;eéter adverse impact
then overlepping of functions and jurisd;ction between them end
eredit co~operatives. -

. Thoﬁgh-circumstéﬁces'1eeding to OVGrlaﬁbing of Jurisdiction
snd functions heve no doubt veried widely, in most csses it owed
i1ts origin to the hyphszemmanner in which‘thelsocietieé were
ofganiséd‘either de névo or by conversion. Deﬁértﬁentel anxiety
to schieve the physicel targets leid down, gs also, in some csses,

the ineffiEienc} of ﬁepartmental actibh in subduing the recl@ci-
trant s&éiébiés_to ecceét the concept of open memberéh;p were the
majorzféétors that 1led to the indiécriminate orgenisefioh of socle=-
ties without due sttention being peid to delimiting jurisdiction

¢nd functions.

More oftsn then not the credit societies locsted in

the pT¥ea of operstion of merketing societies had little

voice in the mshugement of marketing societies, The Latter,

o - in most ceses, were domingted
Lack of reorcsentstion : .
of credit societies on' - by ihdividuzls who were
. Bprketing socjeties C
R mginly treders or bigger
cultivetor-cun-trsders who zvailed of the fecilities offered
by marketing societics for their private interest. They
cven discoursged mzrketing societies from undertaking
narketing pctivities, All these had their impazet on the

merketing, recovery and pledge Tinance opérstions of the

nerketing co-operytives znd set ot nought the.efforts

- directed bowards esteblishing sn orgasnic link between

\
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credit and marketing for the benefit of both. Here again,
defective by-laws which in some cases did not prevent the enrol-
_ment of traders and other individuals and in others did not incor-
porate provision for representation, as also indisceriminate orga-
nisation ;f societ;es were the main contributory factors. Moreover
where societies were formed by conversion of erstwhile consumer
stores or sales unions which already had pfedominant mémbership of
individuals the membership pattern continued and group interest
prevailed. One of the imporﬁant consequences of this situation
- was,that some of the credit societies did not have confidence in
rthe sale societies and naturally they did not put 1n concrete
efforts to persuade or bind their borrowing members to sell their

' produce through the sale societies.

Perhaps in no other field of co-operation was the lack of
systematic-and proper planning more pronounced than in the develop-

ment of co-operative marketing. The

it

Follow-up Surveys show that in most
gasés, the,g;gapisgtion of societies was not preceded by a careful
‘study of nqrmal,marketing;channels and trade practices. Moreover
. the offices of socleties, as for instance in Dharwar, Ahmedabad and
Btawah, were located at urban or semieurban areas and hence there
was no_contact‘with the rural hinteriaﬁd. EVen the existence éf
_ regulated marke?g did nqﬁ encourage sales through co-operatives
becauge, apart'frqm'tﬁeﬁinadequaté7flow of produce to these places,
“the marketing'co-operatiyes on their part did little to develop
_ them by;building up a goqq net work of marketing 6rgap;§atiop for
pooling, transporting and grading before sale a;& by introducing an
element of collective bargaining at the time of auction, with the
result that the marketing societies were nothing more ‘than commission
agent shops which gave rise to unhealthy trade practiées.such as
granting of trade credit, etc. Many of them had not adjusted or
reoriented thelr overation praétiées tO'meét the requirements of
trade in generailand those of particulér commodities traded locally
to perform the role of aﬁ'éfficienﬁ*market functionary. Moreover,

'a weak co-operative marketing structure coupled with a weak credit
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structure only strengthened the hands of the traders at the time of

auctions of the produce.

The need for co-operative processing facilities depends on the
nature of the commodity traded. Whereas co-opefative marketing of

' produce such as wheat and maize can
Absence or inadeguacy of :
co~operatively owned perhaps be developed irrespective

processing ~facilities

of the existence of processing

plants in the co-operative sector, processing of paddy, cotton,

' groundnut and sugarcane forms an integral part of the marketing

'prOCess-itself. /Unless, therefore, both the facilities of process-

ing arid marketing are simﬁitaneously available with one and the same
agéncy,“the cultivators would prefer to sell their produée to other
processing agencies or sell it to ‘traders or commission agents or

wholesalers s0.as to avoid altogether the problem of processing.-

. Thus, it woﬁld appear that in the absence of processing facilities ,

co-operatives wquld_bé handicapped in developing their marketing

business.

In fact, this was so in many of the districts. For inmstance,

dependence on privately owned cotton gins and presses which resulted

"'in adulteration 6f cotfon enhanced the difficulties of marketing

cotton in Dharwar. Similarly the expérience of sugarcane co-opera-

tives in Monghyr and DeSrié in dealing with privately owned sugar

factories was also ﬁoﬁ'duite séfisfééfory despite the legal protec-

: tion ﬁhéi enjoyed in the matter of disposing sugarcane. All these

~

‘tend to hiéﬁligﬁﬁ the importance of co-operatively owned processing
facilities for assisting the ‘devélopment of co-operative marketing.

Qut of 37 districts covered by the surveys, processing

facilities were available in the co-operative sector only in a few

districts, viz., Broach, Sorath, Quilon, Jullundur and Ahmedabad.
Apart from the féctlthat aﬁtempts_atqsystematic develogmgnt of

co-operative processing were initiated only_recentlyglthe very slow

progress made so far is attributable to a variety of factorg among

which the more significant are’(1) competition from private units,

(2) apprehensions regarding adequate flow of supplies of raw produce,
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(3) difficulties in mobilising long-term finance required for setting
up processing plant, particularly absence of interim arrangement for
acquiring plant and machinery until such time as long-term finance
could be had from agencies like Finance Corporations-and (4) confli-
cting measures of legislations, such as the regulation of establi-

shment of new rice mills in order to encourage hand pounding as a

village industry.

However, even where processing facilities were somewhat
better developed in the co-operative sector, co-operative marketing
was not free from problems. For instance in Ahmedabad, as mentioned
earlier, the development of co-operative processing in that district
at a more fapid pace than marketing resulted in a surplus processing
capacity as compare& to the supplies available through the marketing
societles so much so that the marketing societies undertaking
processing had to depend largely on the traders to keep the plants
runnipg even at the cost of exﬁbnding to them the same credit
facilities as to the cultivators. Though this and allied problems
may be unavoidable during the initial stage, 1t is always better if,
while developing processing facilities an attempt is made to strike
a balance between the pace of development of processing and market-
ing so that over or under-development of one does not prove to be
a handicap to.the other. Similarly in Broach while want of long-
term finance and improper location of the units impeded the progress
there ﬁas also the probleﬁ of .deciding whether the co-operatives
should be eﬁcouraged to.set up new units when the existing capacitY

available in the district was adequate or steps should be taken to

acquire the éxistihg brivately owned processing plants.

According to the recommendations of the conferences on
Marketing and Co—gperation'held at Hyderabad and Jaipur, the co-ope-
rative marketing structure was normally

Lack of strong apex - )
organisation . to consist of two tiers, viz., the

primary marketing society at the taluk level and an apex body at
the State level. In speciai circumstances, intermediate (regional)
federations of primary ﬁaﬁketing societies were to be organised.

During the period covered by the four Fpllow-up Surveys, apex
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bodies were in existence in 211 the States at one time or another.

However, in 5 States they came into being only in or after 1957-£8,
and in 3 States they were organised in 1958-59 or later. But these
bodies hardly undertook the sale of produce to buyers in the
consuming centres on behalf of affiliated marketing societies. 4An
efficient higher type of marketing co-operative, even at the
regional level, which arranged for the sale of members' produce was
noticed only in Broach and Ahmedabad. In the former district, the
Daxin Gujarat Co-operative Cotton Marketing Union Ltd. and the
Broach Cotton Area and Co-operative Cotton Sale Organisations!
Union Ltd., arranged for the sale of members' produce which assisted
considerably the co-operative marketing of cotton in the district.
In Ahmedabad, the Uttar Gujarat Sahakari Ru Vechan Sangh Ltd. , whose
Jurisdiction extended also to 4 neighbouring districts included in
its membership 12 marketing societies including the taluk purchase
and sale unions in the district. But member socleties did not

falways dispose of their produce through this organisation.

In the absence of higher types of marketing co-operatives
elther at the regional or State levels, the primary matrketing
gsocleties had to depend for the disposal of the produce on private
traders and commission agents who not only underbid at the auctions
but also demanded trade credit and other facilities because of

thelr strong bargaining position. All these affected adversely

the development of co-operative marketing.

- WEAKNESSES IN THE LONG-TERM CREDIT STRUCTURE

The main recommendations of the All-India Rural Credit Survey
Committee-in regard to land mﬁftgage banﬁg, inter alia, included:
1) establishment of a central land mortgage bank in each State,
which would finance the cultivators preferably through primary
land mortgage banks or, if that is not feasible, through the
central financing agencies on an‘agency basis pending opening of
its own branches or institution of primary land mortgage banks;
2) the oréﬁnisation of primary land mortgage banks which should be
preceded by an enquiry iﬁto the conditions of each areayparticularl!y

the demand for long-term loans; 3) éranting of long-term loans fo-



a period exceeding 5 years for production-oriented purposes, such as
improvement on land, on the basis of value of land after the improve-
ment was'effected, but linking the period of the repayment of loans
to the ﬁufpose of loans, thus prescribing different periods for
different categories of purposes; 4) review of the tenure and
tenancy laws by the State Governments so as to eliminate such
features which are hinderanqgs to the development of a simple and
effective system of land mortgage banking; 5)Adisbursement of loans
in instalments according ﬁo a phased programme of the execution of

‘ the project; 6) employment of adeguate and trained supervisory
staff to ensure co-ordination of credit.witﬁrplaﬁned agricultural
development, assessment of technical soundness of thg project in
respect of which credit has been asked for and verification of the

- actual utilization of credit and 7) pfovision of guarantee by

- State Governments for a specified period for the difference between

the value of land before and after the improvement.

- By thg end of June 1960,,centra1 land mortgage banks had been
established in all the States except Madhya Pradesh (since establi-
- shed during 1961-62). Cenfral_%and Mortgage Banks in the‘States of
. Andhra Pradesh, Madras, Maha;asht;a, Mysore and West Bengal were
established on_grfeééral basis an& functioned through the primary
land moptgage banks. The jérisdiction qf.a primary land mortgage
' bank gangéd from a district in Gujarat1,‘Maharashtra and West Bengal
to one'or two talék;s in Andhra Pradesh, Madras and Mysore. These
?éfe aléo'thg States where the land mo:#gagé banking was comparati-
vely well-developed. In other States,'the development of land
mortgage-banksjcould be séid to be stiil in its infancy, as for
eiamﬁie; in Madh#a Pradesh where 1oans were advanced by the land
mortgage banking section of-the central co-operative banks which
fﬁnctioned as agents of. the land mortgage department bf the Madhya
Pradesh State Co-operative Bank.. Further, in Punjab, though the
_primary_land mortgagé 1-3f'=1¥1ls£s had been established in some-districts,
they did not function at all. In Kerala, the-central land mortgage

: bankufinapgeq_directly anq_had nq_brg@ches,of its own upto 1957-58.

1 In so far as Saurashtra is concerned the central
land mortgage bank funetioned through its branches.
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In other States such as Bihgr, Rajasthan and Uttar Pradesh, the
central land mortgage panks had not commenced operations during the
survey years but proposed to grant_loans through the agency of
central co-operative banks. By the end 6f June 1962, however,
primary land mortgage banks had been established in all the States,

except Bihar, and were reported to be advancing loans.

The Follow-up Survey data revealed that in none of the States
the organisation of a land mortgage bank was preceded by an engvirv
intd the déﬁand for long-ﬁefm credit, consequently most of the primary
banks became financially weak and non-viable units, which could not

employ adequately trained staff.

Though according to the'recommendations of the Rural Credit
Survey. Committee, the land mortgage banks were required to dis-
courage the grant of non-productive loans and édopt a more positive
policy of granting loans for land improvement, 1t was noticed that
during survey years in some States like Kerala, Madhya Pradesh,
Madras and Mahafashtra1 loans were being mainly advanced for repay-
ment of old debts. Only in Andhra Pradesh, Gujarat, Mysore and
West Bengél bulk of the loans were advanced for producfive purposes
such as improvement on land. Subsequently, however, the emphasis
shifted to loans for 1mpr6vemeﬁt on land from loans for debt
redemption in Madras and Maharashtra, but still in Madras, loans
for repayment of old debts were quite substantial. In Gujarat
(Sorath); the mode of valuation took into consideration the antiei-
pated increase in the value of land as a result of the proposed
improvemenﬁ. 1Loans in instélments pﬁased according to the stages
of imprdvement effected were'éfanted in Gujérat, Mahérashtra,
Madras and Mysore. Further;-except in Gujarat, the loan policy
and operations of the majoritj of land mortgage banks were comple-
tely unrelated to the agricultural pfdduction programmes of the
State Governments. Duration of loans was also not 1inked with the
purpose of loans in many States. Generally loans were advanced for

a period exceeding 10 years and extending upto 20 years. Some of

1 Primary land mortgage banks in East Khandesh. (1956-57)
and Akola (1957-58) advanced loans mainly for repayment
of old debts. -
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the States where some efforts had been made in this direction were
Andhra Pradesh, Gujarat and Madras. In all States, loan procedure
was long drawn out involving various stages of appraisal and scrutihy,
with the result that the time-lag involved between application and
.disbursement continued to be over a year in many States. Measures

te simplify the procedure and shorten the delay involved were
considered only in Andhra Pradesh, West Bengal and Gujarat. There,
was also overlapping of functions performed by the Revenue Department
and the land mortgage banks and attempts to channel taccavi loain.

" through the land mortgage banks were made only in Gujarat.

In_practiqally_all'States, even after the fecent_land reforms,;
the land mortgége bahks continued to experience some difficulties
in expanding their business, although the reforms had resulted in
abolition 6f intermed;ary interests, e.g., in Pﬁnjab and West
ﬁengal swnef-cum-feﬁant cultivators had no transferable rights in
land. In Andhra Pradesh and Mysore, protected tenants, though
eligiﬁle for_membership, were not advanced any loahs. In Madras,
thellands iﬁ Zamindari areas were not acceptea as security. In
Maharashtra and Gujarat, hoﬁevef, the difficulties were minimised
by the State Govefnﬁents by aéreeing to‘make‘good the loss upto 2
| pér cgnt of the loans a@vaﬁced, or the actual loss, whichever was
1ess,'arising éut df a fall 1ﬁ land values resulting frbm land

‘reforms.

Arrangements in regard to supervision over utilization of
_loans were generally satisfactory in Andhra Pradesﬁ, Madras and
Mysore while in Gujarat these were not quite satisfactory, since
- all the rules regarding utilization. of loans were not strictly
enforced: Supervision was inadequate in West Bengal where mis-

_utilization of loans. was reported on large scale.

To sum up, the'iaﬁd'mortéage banks.may be grouped into three
categories‘on the basis of the level of development and type of
1°an.P°110Y= 1) States where efforts were made to reorient the
policy to'increased‘proddction; 2) States where such efforts were
not made; and 3) States where land mortgage banks have only begua

their operations. In the first category may be included States of
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Andhra Pradesh and Gujarat where some aspects of the loan policy
were revised ang peoriented to increased agricultural production.
In Gujarat, tenant cultivators were admitted as members and granted
loans. But much was still to be done as, for instance, in Gujarat
the loans were rest?icted to purchase of occupancy rights and
provision of well finance scheme only. In the second category,
West Bengal, Madhya Pradesh and Kerala may be included since the
loan policy adopted in these States was not concerned with the
end-use of loans. In the last category come the States ol Bihar,
Punjab, Rajasthan and Uttar Pradesh where institutions were relati-
vely nascent and a great deal remained to be done to strengthen the
organization, streamline their operations and reorient their loan
polic&. ' ‘

CONCLUDING REMARKS

To sum up, the most 1mportant conclusion thrown up by the
foregoing discussion is that the progress of co-operative develop-
ment, as observed 1n the distrlcts covered in the Follow-up Surveys,
indicate three distinct stages of levels and patternsof growth. In
the first category may be included the States of Maharashtra and
Gujasat, where not only the co-otesatives had develoged to a greater
extent than in other States‘but the progress recorded in the two
States over the last few yes:s was also at a faster rate inasmuch as
the share of co—oberatives in tﬁe borrowings of cultivators had
shown a substantial increase since 1951-2 in the districts from
these two States. BEven, according+to the AIRDI Survey, the co-ope-
‘ratives financed as much as 50 per cent of the cultivators require-
ment of credit in Maharashtra and 17 per-cent in Gujarat. In these
VStates,“the planning of co-operatives-was relatively comprehensive,
and covered a good many features of the Integrated Rural Credit
Scheme. The institutional structure was also strong, with predo-
minance of large-size or viable societies at the base managed
_ Benerally efficiently by trained secretarles and, at the district
level, with strong central benks,‘economic in size and operstlons.
. And more . importantly the_banks hsd slso adopted the principles of
the crop loan system, the core of‘tbe credit administration policy

aa

embodied. in the Integrated Rural Credit Scheme. The ma:keting
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structure and land mortgage banks in these States were also being
organized on the lines consistent with the Integrated Scheme. Thus
the remarkable progress in these States is largely ascribable to
the éfforts made to introduce the Integrated Rural Credit Scheme.
It should be noted, however, that the process of reorganising the
eredit structure and reorienting the crédit system on the very
principlses gmbodied in the Integrated Scheme has been in practice
in these States since 1949-50. Thus, the level of development
attained is the result noticeable after adoption of the principles

of the scheme for a reasonabl% long period.

The districts from Andhra Pradesh and Madras followed Maste Krom
Maharashtra:ﬂasjarat but at some distance. In these States planning
was falrly satisfactory, the structure was strong but the operational
.policies and procedures were not reoriented on the lines of the crop

loan system.

As against this group of four States where the co-operative
development had attained a distinet standard the States of West
Bengal, Bihar and Rajasthan were at the lowest ladder of development.
In these States the planning of co-operatives at the district level

was very inadequate; the co-operative organization was characterised
by a large proportion of dormant and stagnant socileties and the
small proportion of societies that was working were structurally
weak unviable units and functionally inefficient being managed
generally by untrained honorary or part-time secretaries; the
central banking structure, which has been assigned a pivotal role

of a 'social banker' in the Integrated Rural Credit Scheme, was the
weakest link in the system, with uneconomic size and standards of
operations and orthodox methods of.credit dispengation and admini-
stration. In other words, these were the States in which the
efforts at reorganising the-co-operative structure towards viability
and reorienting the policies and procedures of credit institutions
on the lines of the Iﬁtegrated Scheme of Rural Credit were the least .

attempted, though in point of fact, due to certain features of
historical development of co-operatives, more vigorous and radical

measures than in other States were actually called for in these

States. The other States occupied the mid-position.
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IMPQBTANT IHDICALURS OF CO-~-OPERATIVE DEVELOPMENT

A.I,R.C.S. - All-India Rural Credit Survey.

State Distriet Proportion Average Proportion Proper-
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Maharashtra-. East Khandesh .. 34 114. - .. = 48 -
.Akola. 8 . 17 10 51 7. 31 -
Gujarat ‘Broach - 21 25 96 152 32 33 -
‘ Sorath - 30 - 216 . - . 38 6
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Pradesh , -Nizamabad ' 6 - 2 5 6 3. . 3 17
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= . Krishna- s - 13 .o 54 v 11 8
Kerala ~ Quilon 3 1 138 -1 5 1 &
Punjab . Ferozépur --  «s.. 9 .., 28 .l 8.5
: - Jullunder - - 10 .. 23 23 s 27 5
- Hissar 0.1 - 13 - 75‘ U0 3 14 14
Mbhindergarh - 7 - 2 14
' Ut tar- Etawah . i 14 17% - ee- 11 12
Pradesh ... Deoria 18- 19 15 9 57 6 -. 3.
. Mirzapur 4 11 - 4 927 3 7 2
Kanpur . O.1: 16 - 21 0,1 1l 6
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Bilaspur 2 16 - 7 27 - 9 62 -

' . - f C - - ,
West Be al 'Nadia es - 1 Tee 2 .. 1 ~.8l:
. ne » *Burdwan i 1 4 2- 2 42

Jalpaiguri 0.2 1 - 1+ 0.3 1 63
- Midnapore : 2 9 2 16 2 11 35 :
Bihar Gaya : o - . a8 - .: ' - 66
. Mbnghyr 0.1° 4 - 3 ~0.1 2 52
.-. ... Bhagalpur . .1 71 _.3 ?,2_ 5 23
Rajasfh Pt BiPaner"‘}:”“ R £ - P -
Jaipur’ - 12 - 21 - 7 17
- Barmer . .=-. 3 - 15 - & T
If--§;E;§§'ES-;;S£S§tIon of small size dormant societies in cash of
districts selected -for ¥ourth -Follow-up Survey. 2. No primary .

-2 Survey are indicated by(ee).



State District

Maharashtra East: Khandesh
Akola -

Gujarat Broach . .
Sorath
Ahmedabad -

Mysdre Dharwar -
' Bijapur
Bangalore

Madras Coimbatore
Chingleput-
Tanjore

Andhra . West Godavari

Pradesh ° Nizamabad-
Cuddapah
Krishna

Kerala , Quilon

Punjab - Ferozepur

Jullunder

Hissar

_ ; Mbhindergarh

Uttar . Etawah

Pradesh .- Deoria “h

' Mirzapur. :

Kanpur .

Madhya- Mandsaur: -
Pradesh Sagar
Bilaspur&

Jest Bengal Nadia“
Burdwan -
Jalpaiguri
Midnapore -

Bihar r Gaya. B
- . Monghyr 7

Bhegalpur

Rajasthan  Bikaner #

- - Jaipur .

: Barmer :

Member- _ALL PRIMARY ‘CREDIT SOCIETIES -
ship per IN THE DISTRICT
-100 rur- .Paid- Depo- Work- 4Adva- Over-
.al cult- wup sits ing nces dues
ivating share per capl- er as per-
fami- capi- 100.- tal 100 centage
liesl  tal  culti- per  culti- of adva-
per vating 100 vating nces
100 fami- culti- fami-
culti- lies vating lies
vating fami-
fami- lies
lies(z) (&) (&) (®)
8 9 10 11 12 13
62 4114 560 19095 14336 22
58 1440 2270 16193 0382 35
39 . 4713 . 2149 20881 19710 5
50 3616 466 15428 14853 7.
48 - 7402 - 1112 2036 - . 17706 3
66 3021 936 17590 9838 ' 48
31 1723 164 7402 3361 @ 67
28 443 43 3575 1737 4
36 1182 351 6689 4456 11
46 565 369 4946 4104 6
3l 750 370 . 5147 4322 13
1142 2160 1410 15436 15796 - 7
109 1328 16 5832 | 2197 42
86 726 55 - 3037 1101 56
40 1791 328 13723 10890 11
55 © 945 207 2303 | 903 - 37 .
32 1216 694 5588 4216 4]
1322 5966 9130 28945 15224 32
40 - 1246 407 6788 4189 a2
22 846 242 3726 1936 - 26
27 683 89 1842 1313 39
22 651" 80 1814 1288 30
24 712 28 72020 1359 14
25 - 7967 69 2442 2677 10
.20 r 7684 84 4617 2749 14
"11 T 322 57 2949 2962 5
17 - 3863 298 3198 2606 -2
Y 258- 90 1719 466 73
22 337 53 1809 1389 .33
70 93* 17 434 106 - 60
16 . 279 120 1815 - 1088 27-
12 . 85 23 375 130 67
14 197 23 5280 280 34
9 N 182 . 46 604 © 227 63
18 494 48 1842 1799 9
T2 . 2oa 11 1361 1009 Q..

(Source The. General Review Reports on the Rural’ Credit FolloWaup
E Survey, 1956-5? 1957-58, 19568-59 and 1959—60)

b
¥

.1. Refers to membership per 100 rural families only ip ‘case of

districts selected for Fourth Follow-up Survey.

2. Exceeds 100 because.of the exclusion of-

cultivating labourers

residing in the .rural areas and agriculturists residing in urban

areas- from the estimates of rural cultivating families.

¥ No primary agrlcultural -credit societies in Bikaner.



APPENDIX TABLE 2

SHARE OF CO-OPERLTIVES IN THE TOTAL BOREOWINGS
OF CULTIVATING AND RURsL FAMILIES

Maharashtra
Gujarat
Mysore

Madras

sndhra Pradesh
Kerala
Punjab

Uttar Pradesh
Madhya Pradesh
Jammu & Kashmir
Assam

Bihar

Orissa
West Bengal
Rajasthan |

4l1l-India

- kS A N R D S g S e

(Source 3

1237.4

Provisional estimates, All-Indla Debt and Investment

Column 3
as % of
column 2

14.9
23.1
16.8
14,7
17.6
20.1
22.1
16.5
4.5
4.1
21.0
7.0
4.4

Total borrowings loans advan- GColumn
during the year ced by pri- 3 as ¢
1961-62 ) mary agri- of
(Crores_of rupees) cultural Column 1
Culti- Rural credit so-
vating families cieties
families during the
yvear 1961-62
(crores of
rupees) )
1 e T 3 a5 T
82.5 91.6 a2.2 2 s1.2
as.9 8. 5
70.9 86.2 H{ ta=5
80.2 92.5 13.8 (¢~ 17.2
100.9 125.2 28.9 @Y 28.6
110.0 127.6 21.4 3% 19.5
4],1 44,3 6.5 17{ 15.8
59.4 85.0 -, 15,0 %Y 25.3
162.4 188.7 38.0 4 /) 23.3
73.9 83.3 18.4 2.3 24.8
7.5 7.9 1.3 47/ 17.3
5-5 607‘ 0-3 /( 5.5
60.9 71.0 2.5 #E? 4.1
13.1 15.7 3.3 16 25.2
48,1 '66.0 4.6 ﬁ7 2.6
105.4 _122.2 ) 5.4 'Lg 5.1
1034.3 228,.3

18.4

Survey, 1961-62 for Columns 1 and 2 and the Statisticgl

Statements relating to the Co-operative Movement in

Indla, 1961-62 for column 3).



Trends in development of co-operatives in the
context of the Integrated Rurgl Credit Schems Scheme*
An assessment _based on the Rural Credit

; Follow-up_Surveys

The Division of Rural Economics has eompleted so far four
annial’ Rural Credit Follow-up Surveys. The first survey related to
~the year 1956-57, the second to 1957-58,-the third to- 1958-59 and the
fourth o 1959-60, In all, the surveys covered 37 districts
distributed over twelve States excluding Assam, Orissa, Jammu and
Kashmir and Union'territories. Of these 37 aistricts twenty-seven
were also covered by the All India Rural Credit Survey 1951-52,

" Table 1l-=: Nameg of districts investigated in the Follgg-up Surveys

" First Follow- Second Follow- Third Fbllow- Fourth

States © up Survey. - up Survey “up Survey - Follow~-
1956=57 _ 1957-58 1958-59 up Sur-
| | ' 1859-60
AndhrafPreﬁeeh. West Godavari Nizemabad . Cuddapah  Krishna
Bihar | Gaya Monghyr . Bhagalpur
- gujarat ' - <Broach - =~ Sorath  ° ' Ahmedabad
' 'Madras 'i' - Coimbatore - Chingleput : | h_”Tanjore
“Madhya Pradesh Mandsaur - - Sagar = ' '~ Bilaspur
‘ Maharashtra -~ - East Khandesh Alkola ‘ N
'M&So;e © ~4 Y Dharwar -  Bangalore - - "7 Bijapur
Punjab " . Ferozepur = Jullundur Hissar Mohing:;r-l
-ARajasfhee. . :;’_Bikaner_, _ _7TJaipur ; _ . -Barmer
Uttar Pradesh  Etawsh. ~ Deoria  Mirzapur ‘Kanpur
Weet\}Bel_rlllJ.gei' . Nadla, R Burdwan . Jalpaiguri Midnapore
Kerala . quilon

Assessment of the progress of,the_lntegrated_Rural Credit.Scheme was
-_qne_of.fhe ﬁejor objectives of the Follow-up Surveys. The findings
‘of the surveys were published in the General Review Reports‘as well
as a District Report on each of the districts surveyed., Tﬁe object
of this note is to examine on the basis of these reports, the trend
in development of co-operatives in different States in the context of

the Integrated Rural Credlt Scﬁeme and ascertain the factors that



-
may have been responsible for the 1nter-State variations in the

d evelopment .

The first limitation of -the note is that the findings of the
Smeys relate to the Qifferer_xt reference years and not for a uniform
- Limitations of data year for all districts. Secondly, .1t
1s likely that some changes might have taken place after the
completion _of‘these surveys, though, to the extent possible the
;I.nformation Jhas been attempted to be brought upto date on the basis
_ -o,,f inspection reports and other available.sources. Thirdly, the
_eo_nclusions drawn. in the Follow—upAS_ufw_rey Reporbs are _‘p_a_sed on the
--—sanipl_e data in -respect-of-the -selected districts-ontys -Thus, when a
reference is made ir; t-he,”hqte —te a State 1t really means the condi-
tions ;;revailing in the districts selected from the State during tti",.-‘

. --respective reference years. -

ASSESSMENT OF LFVEL oF DEVELOPMENT IN DIFFERENT
§TATRS

..Lhe Important indicators of the level of development of co=

operatives are the proportion of cultivating popuiation covered by
: socleties, the proportion of families bhorrowing f_x'-om co=-operatives,

the proportion of amount borrowed from co-operatives to. the total
_boi'rowings, the percentage increases in these indicators*ove:_c a
. period, etc. These data .are set o_ut in respect of all the .selected
districts covered by the four Follow=-up Surveys in Append:lx Table .
" Thee data brings out the follow:.ng salient points. .
T 1) -The proportion of dormant societles was very 'hj:gh in the
igtmtes of Bihar and West Bengal (ranging between 35 ‘to 80 per cent),
wheereas in most distri'etstff}om other States it was belowA 10 per cent,
“BagFlng excepblons.” |
'2) - Thé proportion’ of rural population covered by“co-epe're'bives
wass also, among the States, very low in Bihar, West Bengal and
Ré'jasthah. And if the membership of dormant societies is exc:Luded,

* I0f the 37 districts surveyed in the four Follow-up Su.rveys, 3 out
of 11 districts selected for the first (with kkm 1956-57 as a period
of reference),12 of the second (with 1957-58 as a period of. referen-

- ce)y, 5 of the third (with 1958-59 as a period of reference) and
7 out of 9 districts of the fourth Follow-up Survey were among
the 75 districts selected for the All-India Rural Credit -Survey,
*1951-52, Hence the data on the variations are available in ‘respect
of 27 districts out of the 37 districts.
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the proportion of which is sizeable, tbe rural population se;ved by
co-operatives in these States would be much smaller than indicated by
the figupes.

3) The resources position, the level of advances both in absolute
terms and in relation to cultivating familias, also indicate the same
pattern,

4) The proportion of cultivating families borrowing from co=-
operatives was relatively. high (generally 20 per cent or more) in
most,ofwtpe,districts belonging fo Maharashtra, Gujarat (i,e. pre=~
reorganised Bombay State) while in most of the remaining districts .
except West Godavari in_Andhra Pradesh and Jullundur in the Punjab,

a far lower proportion of the cu;tiyating families borrowed from
co:operatives, ) ]
5)... The proportion of borrowings from co-operatives to total
borrowings was also relatively high in the districts from Maharashtra
-iénd{Gudarat (ggqerally exceeding 20 per cent), followed hy Madras

and Andhra Pradesh (ranging from 3 per cent to 22 per cent), Punjab
”(%bpér ceq@_to 27 per cent) and Madhya Pradesh and Uttar Pradesh

(6 per cent to 11 per cent) except Bilaspur (ﬁhere it was 62 per cent)
while 1t was very low in Bihar (nil to 5 per cent),West Bengal

A1 pef.qeut to 11 per cegﬁ),and 1éss,than 8 per cent inARajasthan .

- The All-India Rural Credit Survey data on the share of co-operatives
in total horrowingsset out in .Appendix Table II also corroborate
these inter-ﬁ%ate variations in the level of development of co-
ope:atives._. .

_6). While the advances. were. low, the proportion of overdues was
very high in the districts from Bihar and West Bengal (between 30 to
70. per cent) as compared to the other States.

It would appear from the foregoing that co-operatives were
relatively well-developed in the dlstricts from Maharashtra and
Gujarat (pre-reorgan;sed_Bombay State) followed by those from Madras
~and Andhra Pradesh; while in the States of Bihaf; West Bengal and
Ra jasthan the 1evél'bf co~operative development was }ery low; the

remaining States of Punjab, Madhya Pradesh and Uttar Pradesh.
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occupled the mid-position in co-operative development.
‘ VThe_considerable disparity in the growth of co-operatives in
the different States noticed in the preceding section is ascribable
to a number of factors. These relate among others to shifts in
policy at the natiénal level, defective planning at the district
level, weaknesses in the structure and organisation of -institutions,

. and defects in operational pollcles and procedures.

VACILLATION AND SUDDEN SHIFTS IN PCLICY

.- The Second Five Year Plan provided for co-operative development
on the lines of phé Integrated Scheme of Rural Credit, Accordingly
in 1956-57, the first year of the Plan which was also the period of
reference for the Rural Credit Follow-up Survey, 1956-57, the emphasj~
was on the development of large size societiek. But during the

second year of the Flan, 1957-58, there was a slight shift in the
emphasis towards the organisation of ‘small size societies, parl passu
with the organisation of large size societies. At the same time,the
policy regarding the organisation of'large size societies,,which,
t$éeﬁhér with State partnership at different levels, formed the main
component of ‘the Integrated Scheme of Rural Credit, came to be
reviewed by the‘Planning'Commiééidn. fh November 1953, the National
‘Development Couricil resolved that, for the development ‘of éé-operatiog
as a people'!s movement, it was essential %o organisé;coaopé}ativcs oé /
the basis of the village community as a primary unit and that the
responsibility and initiative for social and economic development at
the village level should be placed fully on the village panchayat and
the village co-operatives. Thus, in the third year of the blan, the
policy regarding the organisation' of service co-operatives was
formulated and the fourth year, 1959~60, witnessed the organisation
of service "co-operatives, In the reSulﬁ}"thé;policy of organising
large size socleties drawn up in 1955-56'and'eh%husiastically pursued
in the subseguent two years was altered in favour of organising either
single village societies or societies covering two or more villages
without jeopardising'the'ﬁrinciple‘of mutual contact and social

cohesion. Thé emphasis was shifted on the development of service
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co=~operatives whose primary functions were provision of short and
medium-term credit, supply of agricultural and other production
requisites and the marketing of agricultural produce,

It was observed in the Follow=-up Surveys that the sudden
shifts in policy discussed above, resulted in considerable amount of
confusion in the minds.of the district co-operative officials and as
a direct consequence even the district co~operative development plans

were not properly formulated and implemented.

DEFECTIVE FORMULATION OF DISTRICT
- CO~-OPERATIVE DEVELOPMENT PLANS

.As stated earlier, the proposals of the Committee of Direction
‘of the Rural Credit Survey formed, at the national level, the general
basis on which programnes for development of the cooperative
movement were drawn up in the Second Five Year Plan. 4 study of
the district co-operative development plans in the selected districts
however, showed that the plans were not worked out carefully and
comprehensively to embody all the features of the Integrated Scheme

.o

‘of’ Rural Credit,
] Relatively sPeaking, the district co-operative development
'planS were comprehensive and carefully worked out in the selected
“districts from the erstwhile Botbay State namely Broach, Ahmedabad,
(Gujarat) East Khandesh (Maharashtra) and Dharwar (Mysore). In
-these districts the plans laid down the targets in greater detail
with regard to_-the proﬁortion of ponulation and villages to be
covered hy the co-operatives, the number-of large size societies and
-marketing socisties to be organised, the proportion of agricultural
produce to ‘be marketed by co-operatives, short, medium and 1ong tern
credit to be advanced, etc., But even in these districts, certain
deficiencies in the existing credit structure were not taken note
'of while formulating the plans. For instance, in Broach and Dharwar,
the issues connected with the undertaking of marketing of produce by
'credit co-operatives and of credit activities by the marketing

'co-operatives were not given due consideration in the initial stages,
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In some of the selected districts from Andhra Pradesh and

~Madras, adeguate provision for development of primary cooperatives
was hot made. The State Governments did not give clear policy
directives $o central financling agencies regarding orientation of
1oan'nolicy. In Chingieput, a concerted effort was not made to merge
the small socleties located in the expanded Jjurisdiction of new
societies. In Cuddapah. the targets were not fixed for organisation
of marketing societies. The broad frame work of the plan in Krishna
indicated the proposed outlay and the physical targets for the five
year period but no specific yearwise financial provision was made,

The district co-operative development plans of the selected
districts from Uttar Pradesh were generaglly restrictive in nature
covering oniy some aspects of the co~operative development. Though .
targets were laid“down for proportion of villages to be covered by

, the co-operatives, membership of agricultural credit soclietlies and for
hort, medium and long term loans, the plans for Etawah and Deorla
did not provide for organisation of large size socleties, State
participation, financial assistance by way of godown loans and
subsidies and management subsidy to large sine socleties and marketing
societies. The rlans did not'provide for reorienting the structure
befors expanding the movement. In Miraapur, 1arge size societies were
formed by amalgamation during 1956-57, but not enough consideration
was given to make their area of operation compact and manageable, !
inasmuch as some societies covered 40 or more villages each and had
a radius of 6 to 9 miles. The co-operative plans in Kanpur were
formulated in greater detail for various aspects of the co-operative
movement as in this district, a co~operative development fpilot)
project was initiated.in Nauranga with the idea of introducing the
important ‘features of the Integrated Scheme of Rural Credit.

In Akola (erstwhile Madhya Pradesh),Mandsaur and Sagar, targets

Tfixed in the plans were generally comprehensive. The district co-
operative_development plan in Bilaspur, however, did not lay down any
targets for proportion of villages to befcovered by co-operatives:or
the volume of advances to be given by the primary agricultural

credit societiess
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ld-Bihar, West Bengal and Hajasthan though the co-operative
structure was very weak in the_selected districts and the movement
more or less staghant§ there was no systematic programme for liqui-
'datiOh of hopelessly bad societies, for realization of loans overdue
to societles, or to correct other weaknesses 1n the structure, The
co-operative develoPment plans did not lay down any physical target
even for coverage of villages or for increase in membership and volune
of advances, The plan in Jalpaiguri made no provision'either for
long -term finahce or for revitalizing the land mortgage bahk which
was dormant since its establishment in 1953, The_advancing:of consum=
ption or kind loans through co-operatives with reasonable limits was
an important need of the cultivating families in Jalpaiguri where
grain loans played an important role in the credit transactions of
~ the cultivators but this did not receive due consideration in the
district dévelopment plan.
S In the absence of properly planned programme, the organisation
of co-operetives gave rise to such defects as overlapping of juris-
diction, dual ﬁembership'and\eten overlabbihg of fdnctione as for ‘
'ihstancelih'Nadia'ahd-dalhaigeri. _ﬁdequate attention‘ees not paild to
the compactness of the area of operation in'orgahising socleties; as
" a result, mahy of the large size societies in Burdvan and'Jalpaiguri
were burdened with an unwleldy area of operation."Ne'efforts Wwere
made at organising credit unions despite the weak co-operative
structure in these districts.1

As stated earlier, during 1959 the emphasis shifted from largew
size societies to service co-operatives. A study of the proceduresg
‘adopted, in organising service co-operatives generally conveys the
impression that by and large, the organisation. of service co-opera- '
tives was not preceded by well planned promotional efforts or proper’
understanding of the type of functions which the service po;operatives
were to undertake, Consequently, small size credit societies and,
in some cases, as, in Mohindergarh, even: large size societies, were
converted into service co-operatives without in some. cases even

modifying the by-laws of the societies concerned.,. The target
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pindedness of the district co-eberative offieials is illustrated by
the fact that within a period of less than 4 to 5 months as many as
. 177 service co-operatives were organised in Bijapur, 168 in Kanpur,
133 in Midnapore, 117 in Barmer and 106 in Mohindergarh,
_ | The foregoing discussion brings out that the planning of co-
operative development at the district level suffered from a number
of defects which included 1) lack of systematic and coherent
approach at strengthening the organisational‘settup of the primary
credit structure, ii) sporadic efferts at organisetien of large
- size societies and service co-operatives, i1i) inadeguate attention
given by theACooheration Department in selection of societies for
conversion into large size ones or for sanetipning 1oahs'and
.sqbsidies for censtruetion of gedowns.or appointment of managerial
staff,'iv) lack of efferts at planned development of marketing co-
operati#es, and v) inadequate emphesisson the development of proce-
ussing co- operatlves. The review also hrings out the point that the
iplanning in the selected distrlcts fron Maharashtra and Gujerat, the
hAco-operatively well—developeg States,.wes‘re;atively more compre=-
-hensive.than in the districts from ‘Wost Bengal, Bihar and Rajasthan
where no sizeable efforts, either in the plan or.ih‘the process of
implementation, were_mageltp reorganise the credit structure on -the
.};nes reepmheheed”bylthelA}l-Ineia Rural Credit Survey Cohmittee.ThEi;
-flanniné ih the districts frem other States generall} covered vaqious
aspects of co-operative movemeht but did not alm at 1ntroducing all
the features of the Integrated Scheme of Rural Credlt.

UNSATISFLCTORY PERFORMTNCE OF CENTRAL
. CO-OPERATIVE BANKS

; '~ The Tntegrated Rural Credit Scheme assigned a pivotal role to
the central co-operative banks in the development of co-operatives,
To what extent efforts were made to attain this role has been
appraised in this section.

‘Structural weakness

Of the 37 dlstricts, 3 were served by the branches of the
State co-operative bank of the respective States and. of ,the remaining
34 districtsy 20 districts had one central.bank each, 8 had 2 banks
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.each and Grhad more than 2 banks each. The districts which had two
Jurisdiction or more banks were mainly those from
and size
Bihar, West Bengal and Punjab and in
some of these there appeared to be téchnically some overlapping.
Efforts at amalgamation of the banks in districts which had more than
one bank'have not generally been successful. Among the main reasons
agaihst amalgamation, the more important ones appeared to be the
possiblility of a change in the composition of board of directors of
the banks as a result of the meréer, a change in the location of the
newly orgénized banks, communal considerations, petty factions, etc.
‘Despite the considerébly long period of exlstence, a large
ma jority of banks were stili financially not sound and their
| Finanecigl | operatidns left much to 59 desired, For
resources ‘
instance, although the Standing
Advisory Commlttee of the Reserve Bank of India suggested as far
back as 1952 that, as a general rule, there should be only one
central bank covéring an éntire distfict, and that a bank should
normally havé owned funds of Rs.3 lakhs and aim at having a minimum
working capifal of R$.20-25 lakhs within a reasonable time of ‘its
organisation, of tbe 61 central banks in the 34 selected districts,
23 did not satisfy the prescribed standard for owned funds and 26,
the standard for working capital, A iargé number of these banks was
from Bihar and West Bengal where a disérict invariably had more than
one bank, - |
The financial position of a central bank can better be judged
by relating it to the nm.glbe_é of rural cultivating familles in the
district. In the 61 central banks in the 34 districts, a distinct
pattern was obséfved in respect of their financial position. The
‘aistricts’ from the pre-reorganised Bombay State followed by Andhra
Pradesh and Madras in the first group, had a comperatively stronger
financial structure. The working capital and its cd:ia_pcnenﬁs, vize,
owned funds;.deposits and other borrowings per 100 cultivating
families were comparatively higher in the selected districts from
these-states than in others. Eveﬁfwffhin fhese districté certain

distinct features could be observed. For instance, fhmedabad and



=10-
Broach, now in Gujarat, showed the same characteristics in financial
resources as East Khandesh in Maharashtra and Dharwar in Mysore., 4
.comparison of East Khandesh with Akola transferred to M;harashtra
from Madhya Pradesh and of Dharwar and Bijapuf,"fransferred to Hyéore
from Bombay after reorganization, with Bangalore which was already in
the Mysore State,_would show more distinctly the better development
of co-operatives in the pre-~reorganised Bombay State as compared to
Mysore or Madhya Pradesh, This was mainly due to the benefits these
banks derived from the efforts at reorienting the credit structure
made as early as in 1949-50 in the pre-reorganised State of Bombay.
Lmong the components of working capital; deposlts per 100 cultivating
famiiies were much higher in these districts as compared to those in
Andhra Pradesh and Mgdras. In fndhra Pradesh and Madras the major
proportion of the working cgpital was accounted for generally by
borrowlings, and deposits were coﬁparatively low:f..

‘The financial positiqn of the second group, which included the
districts selected from Punjab, U.P. and M.P.; though not as strong
as those in the first group, was better than those in the third
" group, viz., the districts ffémrBiha:, West Bengal, and Rajasthan,
Even in Punjab a distinction could be observed in the pattern of
deve;opment between the banks organized in erstwhile Punjab which
were_financially”gore‘sqund ?@an those which came in after the merguf_\
-of the princgly States. ‘

.Banks in Rajasthan were of more recent origin_apd thelr
‘development could not be compared with that of centrai co=operative
banks in the nore advanced Sgates. In Bihar and West Bengal the
existenca‘of rnore than one bank in the same Qistrict_appeaged to have
a@versely affected'the;r efficient functioning as strong and viable
units. In some of the banks in these States, the business turnover
wes not even as large as in some large size socleties from certain
districts in the South., Only in a few banks was'there.sizeable State
contribution to share capital. Efforts at mobilization of-deposits
were relatively meagfe. _On account of_théir financial weakﬁess thesc
banks were‘depéndent mainly.gn fuqu received fronm the_Reserve Bank

of India for their operations and_worked in practice ﬁeraly,as a
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Qistributihg agency almost acting as an intermediary between the apex
bank at the State level and relatively weak primaries at the village
| level, thhéugh there was some improvement in the financial
position of these banks of late, the relative weaknesses in these
banks acted as a check to the progress of the Movement itself in
these States. ‘ ,

The Integrated Rural Credit Scheme envisaged a re-orientation
of the loan policy and progeéura of the central banks on the linas

Extent of adoption of the Crop Loan System. The basic
of Crop Loan .
Systenm features of this system, which is

production-oriented and market-realised, are fixation of scales of
finance on the basis of cash outlay per unit area of crop, evolutiqn
of these scaléé of finance through a democratic process of field
- workers! (officials and non-officials) conference, disbursement of
loans in instalments and to the extent possible in kind, linking
of repayments with the harvesting season, recovering dues through
" marketing societies out of the sale proceeds of ‘the crop financed,
éﬁe.' Thé system also envisaged a methodical procedure for assessment
of credit requirement of members.
As Tegards a methodical assessment of the credit requirement

of members, an examination of the application forms prescribed by

*- Loan procedure the eentral banks and the proformae
ﬁréscribed for supplying the information regarding individual members
by primary eredit societies to the central banks reveals that the
proformae in most of the cases did not provide for collection of
information required for proper implementation of the Crop Loan
System., Even in those pockets ‘where the Crop Loan System had been
introduced, the primary credit societiés were not required to prepare
the normal credit statements on the lines envisaged. The surveys
‘revealed ‘that there were in the main four types of loan procedures
in vogue ¢ (i) the central banks had effective power to scrutinise
the loan applications as in Madfas; Andhra Pradesh and Mysore,
(ii) the peculiar type o2 loan procedure had:resulted in by-passing

’

the managing committees cf the societies which had no de facto
managerial responsibilitles as in Madhya Pradesh, (iii) the central
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5ank-had_11ttle effective power to scrutinize the loan applicationé'a?‘
In the case of Puynjab, Rajasthan, Bihar, Uttar Pradésh ahd West
Bengal, and (iv) the central banks played a significant rols in spite
of the fact that the loan spplications had to be routed through the
Lssistant Registrars.of Co-~operative Societies and the power of
supervision vested in the taluka supervising unipns which were fedcral
bodies of primary societles, as in Gujarat and Maharashtra,

An analysis of the loan procedures in vogue during the Survcy
years indicated that thet%geals and ﬁractices‘re?ommended by the
Committee of Direction oféAll-Indig Rural Credit' Survey were not built
into the structure, organization and working 6f khe socleties, The
outmoded and orthodéx procedures in vogue since the beginning had
been followed without making any efforts to effect flexibility at aqij
stage, though in a few districts from Maharashtra, Andhra Pradesh,
Madras, Madhya Pradesh and Mysore, action in this regard, in vérying
degrees, had been initiated, -

Provision of adequate finance was not in operation in any
States except perhaps in the areas of the erstwhile Bombgy State

and also the:areas covered by the Full

Quantum of loans '
- in relation to cogt Finance Scheme in States like Madras

of cultivation

_ ~_and Uttar Pradesh. In these states,the
quantum of loan was initially linked to the crop acreage. However,‘
the actual policy followed was far short of tﬁéfidealaﬁﬁlicy as thei
quantum of loan though related to the eash outlay on crdp;, was
linked to the total owned assets of the borrower and the overall
1imit fixed in the bye~laws. In Broach district of Gujarat, the
quantum of loan to a member was linked to the acreage of land
Arrespective of the crops grown and to the value of produce sold by
a member through co-operatives., In this case, no consideration was
given to the cost of'cultivation of different crops. In Madras and
findhra Pradesh, though some efforts were made to reorientate the

_.policy in the 'pilot project! areas and areas covered by the 'Full
Finance ﬁchéme' there was no appreciable change in the loaq policy

.ﬁprgggribed by the central banks. Even in pert of Mysore which was

an Integral part of the pre-reorgani.zed Bombay State where certain
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feabtures of the Crop Loan System were in vogue, the tenant cultivators
were given lower credit limits, In Madhya Pradesh, though loans were
fixed on the basis of acreage of land, in actual practice, loans were
-given at a very much lower limit, .In the Kanpur district of Uttar
Pradesh and Bangalore district of Mysore, though the quantum was
fixed in relat;on to crop acreage on the basis of the estimated
cultivation expenses, in practice, loans were given in relation to
the assets recorded in the haisiyat. In Madhya Pradesh, loans werse
given only to those who had transferable rights in land, In the
Jaipur district of_Rajgsthan, the scales of finance were related
elther %o the value of anticipated crops or to the average annual
value of crops. Thus, it would be noticed that there was no system
of estimating credit demand of membérs based on anticipated production,
In order to ensure proper utilization of loans it was suggested

that a part of the crop loan should be issued in kind and that the

Digbursement of cash part should be disbursed in
loans in kind and o .
,.instalments instalments according'to‘the Prograss

of the agricultural season. The Fbllow-ub Survéys revealed that
the practice of. advancing a part of crop loan 1h kind was.followed
in the pre-reorganized Bombay State, and in soné cases in Madras and
Madhya ‘Pradesh. . In Bihar, the fertilizervloans werédiﬁsued in kind,
An Rajasthan, some societles undertock distributioﬁ“of-impéoved
seeds and fertilizers as agents of the Agriculyural Départment of
tﬁe S;éte Government, In rest of thé.districts_;oans weré.advanced
in cash. _ L ‘

The practice of giving loans in instalments was also observed
in the pre-reorganized Bombay State. According to the practice
folloﬁed? disbursements were made iﬁ two to four instalments taking
into account the agricqlturgi seasons for different Cropse In other
States,loans were advanced in one lump;sum_and ip‘cash at the
beginning of the agricultural season. |

Recovery of loans appeared more satigfactofy when repayments

were related to the ﬁeriod of harvest of crops'financed. It was
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found that no uniform procedure was followed in this respect in the _
| different States. While in some, specific dates or periods were |
indicated as in the areas covered by the pre-reorganized Bombay Statg
in districts of Madras and fndhra Pradesh, disbursements and recover-
ies were 3pread over all through the year. The due date of repayment
'was generally 12 months from the date of issue of loans and did not
often synchronise with the harvesting season. In Rajasthan and

Syncronisation Punjab, disbursements were spread

§§?5§§%§§§L§§§§§§E throughout the year but here the
recovery was the responsibility of the Co-operation Department unlike
Madras and Andhra Pradesh where the'superﬁising unions were entrusted
with this work, In West Bengal recovery was generally linked with
harvesting season but in Bihar it was not, _ '

Acéofding %o the Rural Credit Survey Committee, supervision.
should be the legitimate function of apex banks and co-pperative
‘Supervision by ¢entral bank central banks. A study of the pattern
of érrahgements fegarding supervision indicated thgf,_even in the
fourth yéar of the Second Plan, hardly'any-gff6%£;jéf'its reorienta-
tion were made in many States. In‘ﬁhdhya fradesh,ﬂalthough strictly
}speaking, the powér'of supervision vested with the central banks,
the existing arrahgeménts were hardly-in consonance with the pattern
envisaged in the Integrated’ Scheme of Rural Credit as, because of
the:domipation of the society supéivisors and group officers, the
managing committee of primary credit society had no de facto manager-
ial responsibility. Im Madras and ﬁndhra Pradesh, supervision was
supposed to have been exercised through the supervising unidns,many of
which were actually defunct and in effect, the central banks had to
attend to it. In Kerala, the central banks were in direct charge of
supervision of societies affiliated .to the local supervising unions,
In Uttar Pradesh, supervision was vested with the Provincial Co-oiara-
tive Union. The superﬁisorslappointed by the Union were attached -to

the Assistant Registrar or the District Co~operative Officer. Simce
the credit limits were to be scrutinized by the Co-operation Depart-

ment officials, the power of supervision vested with the Govermment.
In West Bengal, supervision was technically the responsibility of the

central banks, but since the staff maintained by the banks was inadec-e
quate, the dutles regarding scrutiny of credit limits and recovery of
loans were practically underfaken by the Co~operation Department
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offlcizlsy The p051tion was not much different in Bihar

where the credit limits were scrutinized by the Depsrtmentzl
officisls znd the supervisors were or deputztion from the
Government. Thus in effect, the work of supervision wes

largely controlled by the Co-operetion Dca:rtnment, In Punjzdb

and Rejesthan, supervision wes vested with Government itself

ghd duties'relating to scrutiny of credit limits gnd recovery

of loans were undertaken by the bep;rtment. In Mysore, while

the centrsl bunks were responsible for supervision of societies
in the old Mysoxs er:n, the Devwrbament wus in-cherge of super-
vision in the erstwhile Hrdex:b:d ¢res. In the Bombsye

Ksrnatzk srea, the ﬁork was done by the central bankq 8s also by
the Deparﬁment.; In ;the pre-reorgenized Bombay Stete, the
supeévision was exercised by the T:luka/District Supervision
Comnittee, Sﬁpervisors were Government employees. Thus,the
pattern of arrangements regarding supervision snd inspeetion
vsried from one State to snother and did not correspond with thet
envisdged ih the Intégruted Scheme of Rursl Credit, The objeckive
of mpking the centrzl- bank an gutonomous e940perative institution
was far from being Iﬁlfilled particularly, becsuse, in many

distriets the officizls of the Revenue Depasrtment still continued

to be ex~officio chairmen of the centrzl banks.

.-

-

"WEAKNESSES OF TIHE. PRIMARY CREDIT STRUCTURE
.. Inthe case of primary credit, K societies in. s number_pf
districts;Eurveyed,wthe structural weaknese;acyed:as a serious
shortgoming. While in some districts dormency of societies wes
a severe impediment in most others the smzll uneconomic size
limited their rate of development, X

' Dormgney of primary credit societies posed s serious problem

particularly in Iest Bepggl fnd Blhdr, where the proportion of

~dormant soc1et1es An the selected dlstricts renged between 28-81

_¢per cent, whlle 1n other States it was generally 1ess then 1C per

tn e w—w = cwledh - A -

cent, The ‘main. czuses for -dormzncy gppegred- to-be bed mypnagement

Dormeney gnd efforts ,-;aud,mlsapproprletion, hesiteancy end
at revits:lisgtion '
Lo - . - - half-hegrted spproach tp_recoveries,

domin:tion by vested interests, very smsll sres of oper:tion,

1 Though supervision was technicszlly the responsibility of the
Government serutiny of credit limits znd recovery of lozns wes
attended to by the respective staff of centrsl brnks
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overlypping of functions between pfimary credit societies gznd
other types of societies, etc, Other fzctors like weskness
of the centrzl banks, pre-occupztion of the centril benks
with truoding asctivities, defective losn policy end proceduré,
unsstisfactory srrongement regerding sudit, inspection and
supervision 2lso had 3 dircet besring on the unsgtisfactory
prerformasnce of these societies.

To counter the problem of dormuzncy o programmé for revite-
1isstipn of primzry sgriculturgl credit societies wss trken up
since 1957 with a2 view.to enzbling them to function more effec-
tively., This progr:umme was intended tq be carried forwasrd and
completed during the Third Pl:in period.l Most of the States luid
down some criteria for societies to be tzken up for revitglisation.
But in mgny cases, revitalisstion of societies was intérpreted to
amount to g little more thsn the sppointment of a clerk in esch
society with thé help. of the subsidy provided by the Government.
There was no systematic prograsmme for liquidstion of -hopelessly
bad societies, to realise all losns overdue, to bring as many
rurzl families s possible into the co-operstive fold, to get the
required finance from the centrsl basnk, ete.: So'fevitelisetion
schemes, in effect, were little more fhen provision of mzhggerisl
subsidy, though there- were marked verigtions in the method of
golcetion of societics snd quentum of manzgement subsidy. Taus,
except perhsps in a ‘few districts, neither was the scheme of re-
vitzlisation of small size societies properly formilzted nor wes
the progrsmme sstisfzetorily implemented.

The small or uneconomic-size of societies 2nd inadequate

offorts ot reorganisation towsrds sttaining vizbility was znother

imﬁortéﬁf'weaknééé of the primary credit structure, During the
period covered by thé four folIow-ﬁﬁ surveys there were three
 Upeconomic size spd - distinet fypes of primery credit

- societies operzting in the selected

districts; lurge size societies, small size societies gnd service
co-opeTatives. *As regsrds membership of primsry cfedit socletles,

it wes found to be generally rising.in ll the districts, .



-17=

In large size societies the-average membership ranged from
169 in Bilaspur to.1229 in Kenpur snd in smgll size socicsties
from 27 in Hirzapur to 207 in Quilon. Genci.lly the increase
in memhership wzs more mgrked in large societies thzn in small
size SOCieties. As regerds the composition of meﬁbership,it
wsS noticed that a sizegble proportion of membership consisted
of big and lerge cultivaztors in the mgjority of the districts.
Thc pgrtici;btion of smzll cultivators in co-operafives‘was
maikédly low in cerfain districts ss MirZepﬁr aﬁd Cuddaspah.

_The.qaté on.financiél resources per 100 rural cultivating
families of the districts showed that in respect of shere
cépital fhose @istricté_yhere » higher propoftiop'bf‘large
size'societiﬁs was éperating were comperatively better than
others where large éize sdcieties were fewer in nﬁmber. For
example, the pasid-up share cepitsl for 100 cultivsting fsmilies
was as high gas m.é,713 in Broach,'followed by East Khandesh
.(m.4,114) and Dharwar (Rs.3,021) s against s mere Rs.85 in Gays
and .93 in Jalpaiguri. It is evident, therefore, that the
financial position of primasry societies was comparetively better
in those districts where the reorgsnisstion of primary credit
structure was carried out on z significant scale, The socictics
with a poor financial p051tion were mostly one-village socleties
- which were bsdly managed by honorary sccrctaries or were dominated
by vested interests like landlords, moneylenders, etc. or were
6perating'in'backward-orjscarcity effected arcas.

The surveys rcvesled thut the primsry eredit structurc in
a majority "of districts selected from West Bengal, Bihar snd
Ryjssthan was charactcrlsed besides dormancy, by & lazrge number
of sing1é4village unlimited lisbility type of societies, which
weré uneconomle ih size, while in districts, nostly fron Andhra
Pradesh, Miydras, Mysore, Kefala"and-erstwhile Hydergbad State,
there was a predominance afmulti-purpose,ﬁultiuvillagesocieties
snd lesser nmumber of dormant societies. In the third group,
‘consisting mostly of districts from the pre-reorgsnised Bombgy
Stute, the structure of priméry credit societies wzs stronger

" end there was a predominznce of large size socicties.
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~ The éurvcyé :1s0 indiéated thet in relstion to the
probigm the cfforts st reorguznisction of the prim:ry credit
structure to sttain vi;ﬁility were not sizezble., The progress
wzS glso hindercd s steted cerlier by hesitzney and shifts
in policy.

The othef wegknesses'in‘fhs primary credit structure

felate to the opersztionsl policies end procedures zdopted by
socleties concerning loan policy, types of credit given, terms
on which_given; ete. A study of the'loan policy pursued by the
primary credit sdcieties in different districts:indicatea that some

;ogg poliey **  of the féatures of the Integrated Schenme

of Rufal Credit were found to have been adopted 'in Broach, Sorath,
East Khandesh,Dharwar and Bijapur = all belonging to the pre-reorgani—

sed zﬁigéBoﬁbay.. In these districts the grent of loans by primery
creﬁit socicties was govérned by the'rules framed under the Crop
Loan System initisted ss early =s in 1949.
| Aﬁtemﬁts were made in certzin other districts by the Co-
opergtion D3 -rtments of the respective Siite Governments to
liberalise the gruont of crediﬁrby primary credit societies.
For instance; tﬁe Full Finance Scheme in Coimbztore and the Crop
Lo«n Systém'in Etzueh und Konpur aimed gt providing the'entire
éredip'rGQuirements of the rursl fagmilies, Thoggh the principle
of gfanting losns in relétion.to esf;mated outlay.on crops seemcd
to huve been accepted by cehtral banks,_no efforts were made to
implement'ig. Thgé, none of the fﬁndamenta; objectives of the
Integrated Scheme_of Rural Credit was in effect enforced, except in
the districts from the pre=- rcorgdnlsed Bombay State, Consequently,
.co-opcratlve crcdlt av¢1lab1e to agrlculturists in relstion to
the requlrements st generglly small, porticularlj in the

.Idistricts from 'est Bengdl, Blhar and Rajcsthon vhere it was less
~ thsn 10 per cent as ag.,inst. the districts from Meharashtra,
Gujdrdt, etc. where the proportlon was above 40 per cent,
Besides the 1mbdlance in the qugntum of credit given, the

types of lozns given slso varied significently from one district
to gnother, There was a greoter emphssis on short-term loans in

Broacﬁ, Esst Khzndesh, Dharwer, ahmedgbad, Cuddapash, West GodgVBrﬁ
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Ferozepur, Etswzh ¢nd Nzdiz., Short-term pledge lo:ns were
sizezble in Chinglcput, Vest Godev:ri end Brosch. In VWest
Godzverl meny primery societies gzve pledge lorns £5 members
wio, however, sold their produce directly to tr:ders. In
Brogch, however, mgny prims:ry socictics were nerketing tse
produce of members znd were giving pledge lozns to thea,
Snort-term losns for consumption purvoses were important in
Jullusdur snd Hisser. The distinction between short and mediun-
term lozns lost much of its significe:nce in certzin distriets such
.as Ftrozépur, where even though 211 io;ns were reported to have
been given for short-term dﬁfation, nmost of them were in prasctice
medium-term lozns due to the kist bgﬁdi system of estimsting tho
dcmeznd for rccovery of losns. In Gaya, short~term Lloans were
gronted in the form of fertiliser lﬁans and most of the cé;h loens
ﬁerc given for mediun-term purposes, In Sagaf more then hzlf
the gmount of lozns sdvenced werc sdjustment lozns, 1,64,
instzlments due snd not repzid in respect of lorns which were
zdvsneed for two Yéa}s snd repeysble in two annﬁal instaluments
'to be trested us fresh edvences during the ycer by book
adjustmenﬁ. In Blldenur too the lousns were gencrellj sdvanced
| for » period of two yesrs and the system of advvncing loans through
book entries continued td'be an importznt fzctor influencing the
hzture of adVdnCGS grznted hy prima Ty crcdlt societies. Thus, the
medinm~term loans granted in Sng,r, Bllasnur and Mendsegur did
not rcprescnt'%ne type of medlum-tcrm credit env1s¢ged by the
All-Indla Rursl Credit Survey Comnittec. h
" The diﬂferent types of sccurlty ggdinst which loans were
ﬁgrontcd by primery credit soc1eties ﬁay be broadly c1e551ficd into
four groups: Logns grgnted against a first chcrge on lznd or

croo, either under Section 24&A of the Bomb¢J Co-onerctive

Societies et 1925 6r under Scction 30(1)

curity
"”‘-ﬁse — of the hzdhya Bhsrat Co-operstive Societies

- Act, 1955, os wss followed in Sorsth, akola, Szger, Ahmedesbezd,
Broach, East Khuandesh snd Mandszur, This procedure wzs in

" conformity with the Integrated Scheme of Rurzl Credit es it .
ensured thet co=opecrative loans were pvziled of only by owneér-

cultivstors or tenaznts who hid eultivstion rights.
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Lozns were grented :gzinst personzl security or third perty.
gusrezntee in Hisser, Ferozepur, Jullundur, Et:wsh, Deorie,
Honghyr, Gzyz «nd Jzipur, Short-term losns upto Rs.500 were
grented in Colmbstore znd ‘st Godsveri :geinst personsl
security or thifd perty gueresntee. In prectice, it wes
notlced thet when personal security zlone formed the besis
for co-operztive credit there wes 2 greester risk of such loans
being zvziled of by non-cultivstors, non-cultiveting lendlords
and zgriculturel laboure;s. .In ¢ third group of districts,
Cuddepeh, uilon, Niz:mgbed, Bengelore, Jelpeiguri, Nedie =nd
Burdwan shorft-tern co-operstive credit wss grented on the
security of immoveble property. The quentum of loen in most
of these districts wes linked fc the lznd revenue paid by the
borrowers., This policy engbled the owners of land to svell of
credit even though they were not cultivstors themselves, 41l
tenants and smell cultivetors were thus denied credit facilities.
Short-term lozns pgeinst pledge of produce were slso

reported in Broech, West Godeverl und Chingleput, end to s lesser
extent in Bijspur, Tenjore and Krishns, Ceore wes not taken,
slweys, to ensure thut the pledge. loans were not'aVeiled of by
non-cultivetors gnd petty trezders., In West Godeveri 1t wes
noticed that, in the sbsence of sdequste godown fecilities, the
prodﬁce wos sometimes stored in improvised godowns or in store-
rooms in the residence of the member himself. In most of these
districts there wes no provision to eqsure:that the produce
tgeinst which the lozn waes given wes ;ctually grown on his own
farm., In Colmb:tore and Tanjore, losns were secured by pledge
of Jjewels also. | |

" The pettern of development of primery credit socleties
in the selected disfricts'emerging from the abéve enzlysis of
their operstions indicuted three distinet stzges of gFowth, The
h primery credit structure in g mejority of districts selected from
Punjab, Uttgr Przdesh, Mzdhya Prodesh, Biher, West Bengzl end
. Rejesthan was cherscterised by s lerge number of single-villezge
unlinited 1isbility societies, z lerge proportion of dorment
«nd stagnant societies, low credit limits generslly linked with



vssessments, gbsence of infer-linking orrengenments, wegk

centrzl beinking structure, low turn-over, ¢ higher proportion
of mediun-term lozns, high retes of interest, misutilisstion |
of lozns znd mshegenent by untrzined, honorsry secreteries
or overworked p:rt-time secretzries. An enlightened co=-
oper:tive lezdership wes conspicuous by itg ¢bsence.,
In gnother group of districts, mostly from Andhre Pr:desh,
Madras, Mysore, Kersls znd erstwvhile Hyderzbed Stite there
was a predonmingnce o multi-purpose, rmlti-villsge socisties,
lesser dormgnt societies, o higher level of loxn oper:tions
¢nd predominsnce of short-term lozns. 1In some of these districts
the gttempts to reform the primsry credit struecture resulted
-tore in increszsing the qugntum of lozns zdvenced thén in reorient-
ing the loan policy or mgking the membership broad-base'd. The
loan policey contipued to be determined, by znd lusrge, by the
departmentel officizls snd credit limits were fixed in relgtion
- 5o the velue of the security offered., The growth of primary
credit soéieties in these districts mey be attributed more %o
incressed officisl initistive, control end supervision then to

the response from the people thenselves,

In the third“group of districts mostly belonging to the pre-
reorganiséd Bombaylétgte,the structure of primgry-credit societies
was stronger, and thefe:was o predoningnce of lszrge size societies,
The working capitsl of ﬁrimaries was zdegquatessnd ﬁhere wes
grester emphssis on short-term lozns, The retes of interest
were lower. -above zll, the losn policy wes generzlly reoriented

on the’ lines of the Integrated Scheme of Rursl Credit, which
] gnsured ndequapy of lozns 2§ well =8 its proper utilisation.
The co-operatlve lezdership was dynezmic »nd responsible to
the denands of 2 developing rurzl econony.

This regiongzl dlsparity in the growth of primary credit

societies may be entirely sttributed to the extent of efforts
nadeipy State Governnents to implement the recommendztions ‘
of theTA11-India»Bural-Cfedit«Survey Comittee, verticularly

" those relzting to the Inteéréted Schene of Rurzl Credit.



In their efforis to reorient the co-oper:tive cradit

policy, some Stzte Governments do not s0De=T to heve tzken
cognissnce of thé principles 1l:zid down by the All-India Rursl
Credit Survey Committee in formlsting the Integrzted Schene
of Rurgl Credit, 1In tﬁqse Stetes which hed teken initirtive
in reorienting their credit structure pzs esrly as in 1949-50
as in the pre-reorgenised Stzte of Bomb:y, the development
of co~operatives was prrticulerly remerksbls,

The manggement of societies _left » greazt deal td be‘desired.
The various defects such és lmproper maintenance of records,
increessed official control and slsckness in the recovery of
loans -~ gll indicated the fezilure of honoyary edministrastion,
,EEAKNESSES IN MARKETING CO-OPERATIVES

-t

The progress made in co-operstive msrketing haes also not

e

" been inmpressive except in a3 few districects, Of the 75 districts
selected for the All-Indis Rural Credit Survey 1951~5é, 27 were
covered by the Follo#—up Surveys conducted so far. Out of these,
bnly in.8 distriets the selected cultivators reported. sale of
produce through co-operstives (T:ble 2), However, only in

2 distriets did eé—operative marketing of sgricultursl produce
register substaﬁtial progress. The relgtively better performance
in some districts znd the majorléqnducive factors that aided the

progress mpy be referred to briefly.

TABLE 2 -~ SALE OF_PRODUCE THROUGH CO-OPERATIVES
BY SELECTED CULTIVATORS

- --—----———-----——————-——- e T G -y, g Sy w S g G S S 0wl S e W ek ) gy e b

PROPORTION OF PRODUCE S%LD IHROUGH

Districts - - CO-OPERATIVES (
o 1951—2 Follow-up Surveys
Brosch - 17T SommmmTm———n
Deoriy 30 75
Jullundur - g
Ahmedabad - -
Hissar - 4
Mirzzpur - y
Bijspur 1 5
Bilaspur ‘ NEG _
Kunpur : \ _ 1

] — - iy S vk -

The supeccess schieved in Deoria (U.P.) is  btributzble lsrgely

to the legal protection enjoyed by the culbtivastors in respect of
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the disposal of their sugasrc:ne through sugz:rcezne unions

to privately owned sugaor foctories - 3 feetor extreneous

to the co-operstive movement, On the other hend, the success
achieved in co-oﬁerative merketing of cotton in Br::ehn, which
sccounted for sbout 39 per cent of the cotton produéed in the
district, wus to o lerge extent due to the implementztion of the
Integroted Scheme of Rux:nl Credit in the district and the
development of co-operstive processing., 1In fsct, »1l the
constituent pafts of the co-operstive murketing structure,

'viz,, co-operstive merketing union st the district level, which
acted as o federel sgency for desling with privzte buyers from
Bombéy and Ahmeéebed; the primary mzrketing societies-which
'werejassembling, poéiing end processing the produce for sals

and the primesry credit societies, which hed@ direct connection
with ﬂembers,'worked in full co-ordingtion with ezch other - a
feature ss yet seldom notliced in other districts., In eddition,

» part’ of the finesncizl aid Teceived in the form of Stute
contribution to shére capital wes utilised by some of the
societies for construction of dequisition of cotton ginning

.and pressing plants. .Furthefmoié, legislative ensetments for
ensuring the purity of cotton znd supervision of its cultivetion
provided certain'built-in-procedural checks whicﬁ engbled the
markéfing co-opératiﬁes to disburse pledge finsnce only to sctual
growefénandito prevent marketing finance from flowing to -cul-
tivétor-cuﬁ-peéty Efaders gnd others, These arr;ngements were

in matked contrsst to those preveziling in the other important
'céttpﬁJéfowiné&diétricis‘suéh‘és:Akolé, Sorgth, Dhirwsr, Coimbetore
| and‘Fhfozepur ﬁhéré-the“céQoberatives generslly arranged for sale
oé ravw caﬁtén;:aftér grading, eifher in periodiec public zuctions
'oF by Privite negotisbions, which incidentslly gave rise to the

" pructice of exténding trade credits to buyers much to the detriment

of the co—aperatives'end nepobers themselves: -
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The performange in régerd to'pledge +dvznces wzs 21s0
uneven, the zchievements in this regerd being unéafiSfectory
in West Bengel, Ust-.7 Pr;desh, Mzdhya Pradesh and Biher.
~Advegnces zgainst pledge of produce were relstively more

significznt in the Southnera Stetes,
cdge zdv €S :
viz., Midras 2nd Andhry Pradesh,

In fact, in these districts the marketing societies' a:in

function centred round grenting of pledge zdvances. In
Chingleput and West Godavuri, where the asbssnce of cofoﬁera-
tively owned processing facilities snd zbsence of regulgted
mprket- for the raw produce (e.2., paddy in West Godaveri)
- tended to limit the scSpe for undertaking market;ng gctivities,
the marketing societies undertook to the granting of pledge
finence as the main function with a view to providing,holding
power to the cultivators, o | _

Although inadequscy of pledgg finance wes not cuite uncommon,
a major disquicting festure of pledge finence observed in the
different districts where it wes prevslent was that quité
often the pledge finunce fseilities benefited the cultivator-
cum-trazders and:cpmmissién sgents rethér thgn the sms1l snd
medium cultivators, Similerly, in some cases, the discretion
given to the managers_of marketing soﬁieties regsrding the
msrgin requirenents to’be mainééinqd was not propefiy exercised.
These malpractices were due mupinly to the zbsence of procedursl
checks and the dominztion of powerful vesfed interests in the
ngriagement of marketing socleties, Quite often cultivator-
c;m-tréders snd coumission agénté bought the produce from snell
cultivators end pledged them with the societies snd zveiled the
pledge finznce faciiities'byﬁexcluding the smz11 cultivstors,
Except in Broach, where, os mentioned esrlier, certain buiit-
in procedural checks csme into being by virtue of the legis-
lstive enzctments for ensuring the. purity of cotton znd super-
vision of its cultivation, there was herdly sny rigid procedure
falloﬁed or szdopted in the other districts to verity whether’
the produce brought for pledging wess grown on the borrowers'
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_own holdings. In other wbrds, no ttenpt wes nede to relszste
t;ifle“pi'oduce pledged with the size of the cultiveted holding
" of the borrower. |

APfilirtion of credit societies with merketing societies
ond effective errengements for linking credit with merketing
for enszbling recovery of lozns advanceg by orim:ry credit
socleties ¢s enviszged under the Irtczroted Scheme were con-

thelir
spicuous by £ gbsence pructiczlly in all the districts,

including those districts where
Inter;inking of credit
‘znd marketing co-oper:tive marketing hid re-

corded some progress. Only in Mirzezpur wes some sttention given
to this aspect of ¢o-operztive murketing. Comprretively
sdtisf&ctory drrdngements in this regesrd vere zlso observed in

the Kanpur Nourengs Projsct zrea. Even in Dhsrwar snd Ahmed:b:d,
where co-operetive myrketing was relstively better developed,
there WeETE no reguler errengements linking credlt with msrketing. .
Re covery of production lozns of primeries mede by some societies

in these ‘districts wes mostly on zn informel besis.

. On the whole, tpe progress in respect of affiliztion wes
Very limited a8 glso.achieveuents in-regard to interlinking were
negligible. In fauct, prima;ies'in sone cgses were anxious to get
affiliated only to_eecure_eupplies of egricultursl recuisites =nd
not with E viev to foclliteting 16 recovery of loens. While
the week credit structure end the organise tion of new societies did
to sone e;tent ffect working out interlinking errangements the
main factors thut led. to the unsztisfactory position in this regerd
Were: (1} the marketing societles hed not undertsken ¥» marketing
work, (2) absence of the provi ion to bind the cultivator, who
borrows from the credit society, to sell his produce through the
msrketing suciety, (3) ebsence of auy follow-up in the form of
effective perticipefion in the manééement of crediﬁ #nd z1lso
marketing societies through'State-némiuees «fter State perticipetion

in share’ cepital, (4) inadeQuate‘representation to eredit societies

-’ . . ’



=26

- on the menaging committees of merketing socicties, (5) defective
by-lzws which did not effectively prevent cultivastor-cum-traders
from being on the menzging comnmittees, and (€) ybsence of specific
provision in tae by-laws eg'in Burdwzn. All these resulted in the
merketing societies being doninested by urban—orieqted interests
and trzders which rendered ineffective efforts pimed at promoting
co-operstive myrketing «nd effecting interlinqug;

From the foregoing zccount, it will be obserred thet marketiiy
snd linking mede 1ittle or no progress at »ll. The cdhicf fectors
hindering the derelopment of co-operéﬁivé markeffng could be
brosdly clussified under 6 different heeads, vmz., (1) wezk credit
structure, (2) overlzpping of functions end Jurisdiction, (3) lack
,0f representztion to credlt societlies on merkétiné gbdiéties,

(4) lu