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' Trends in development of co~operatives in the 
context of the Integrated Rural Credit Scheme 
An assessment based on the Rural Credit 
Follow-up Surveys 

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 

• • I' 

fourth to 1959-60. In all, the surveys covered 37 districts 

distributed over twelve states excluding Assam, Orissa, Jammu and 

Kashmir and Union territories. Of thes~37 districts twenty-seven 
. - . ~ 

were also covered by the All India Rural Credit Survey 1951-52. 
:-:::..., ,..:;. ,_. -.~r. . '· ~ _;. 

Table 1 - Names of districts investigated in the Follow-up Surveys 
'-J-·~· ___ .,:. ____ ;:.; __ ~---·~---- _.:.. _____ ____ 2 ___ ;_,;. __ .:_ _______ ·:..-----~- ----- --·---~ 

.First Follow- Second Follow- Third Follow- Fourth 
up Survey up Survey up Survey Follow-

- _ 1956-57 ).957-58 , . 1958-59 up Sur-
, I : vey • .. 

- ·-
States 

'' 

. -. 1959-~0 

---------------------------------..:------~---~--..:---------------------=,--
Afidh:ra ·Pradesh.- Wes·t 'Godavari Nizamabad 

Bihar 
' .J 

Gujarat 
-. 
Madras 
. ' - ~ . - ~ 

~ladhya Pradesh 
. ' . ' 

Maharashtra ,_ 

My sore 
, ' 

Punjab 

-
Rajasthan 

Uttar Pradesh 

Gay a 

Broach 
- l: 
Coimbatore 

- -
Mandsaur - .. , 

Monghyr 

Sorath 

Chingleput 

Sagar 
' .. 

East Khandesh. Akola ,., 
Dharwar 

Ferozepur 

_ Bikaner-

Eta wah 

. 
Bangalore 

Jullundur 

Jaipur 

Deoria 

West Bengal Nadia··· .Burdwail 

Keralal, X fVJ~ 9 (J) -:b'•2.• N'"t 4Quil:otf 
' . 

Cuddapah Krishna·· · 

Bhagalpux: 

Ahmedabad 

. .. 

Hissar ... 

Tanjore 
-
Bilaspur. 

Bijapur 

Mohinder­
o::>:rh 

Barmer · 

Mirzapur Kanpur 

Jalpaiguri Midnap~re 

- . 
. -----------------------------------------~-------------~------------~-J7 ~ . . 
·Assessment of ·the progress of the Integrated Rural Credit Scheme was 

one. of the major ·objectives of the •:.Follow.,-up Surveys. ··The findings · 

of the surveys were published in the General Review· Reports as well 
·-- .. ---------

a.s a ,Di~trict Report on each of the districts surveyed. The object 

·of this riQt·e -is to 'ex~mine on the basis of t-hese ;-sports;- the trend 

in development of: co-operatives in d_ifferent States in the context of 

the Integrated Rural Credit Scheme and ascertain t~e factors that 
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may have been responsible_ for the .inter-State variations in the 
-

d evelopmen:t. · 

The first limitation of the-note is that the findings of the 
- - .. 

Surveys relate to the different reference years and not for a uniform 
-

Limitations of data year for all districts. 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 attempted to be brought upto date on the basis-

of inspection reports and other available sources. Thirdly, the 
- -··, 

conclusions drawn in_the Follow-up Survey Reports are based on the 
4' ... , 

- -- -- - -- -- - -- - . -
~l!mple __ qat a :i,n :resJ2ect of' the seleqted d:i,st~ie<1;;~ only. Th~s, when a 

reference ~is made ·in the ·note to 'a State :lt really means the condi-
\ -:. ' . - -· . -· . .:. ' . -

tions prevailing in the districts select'ed from the Stat~ during the 

. __ r~spec1;;iye re~er~nc~ .Yea:J;s. 

· A$!SESqMENT OF f.fVEL QF DEVELOPHENT IN DIFFERENT 
. ~-'l'~TR~ 

The important indicators of the level of development of co­

operatives are the proport~on of cultivating population covered by 
l . 1-

societies, the proportion of families borrowing from co-operatives, 
-' ·r . '- .. • 

the pro;ortion of amount borrowed from co-operatives to the t_otal 
. . . . . · .. · .. * 

borrowings, the percentage increases in these indicators over a . . . -
pe:riod, etc. These data are set out in respect of all the selected 

' -
di~tricts covered by the four Follow-up Surveys in Appendix Tab~e i 

Thte data brings .out the'.foD.owing sali·ent ·points. 

l) The proportion of dormant societies was very high in t~e 

Stmtes of Bihar and West- Bengal (ranging.between 35 to 80 per cent), 

whooreas in most districts from other States it was below 10 pEr cent, 

bairring -exceptions.--

2) . The proportion of rural population covered by co-operatives 

waas also, among the States, very low in Bihar, .West Bengal ancd · 

Ra;jasthan. And if the membership of dormant societies is excluded, 

------------------~----------------------------------------------------* •Of the 37 districts &urveyed in the four Follow-up Surveys, 3 out 
~f 11 districts selected for the first (with tkm 1956-57 as a period 
of reference) 1 12 .of the second (with 1957-58 as a'period of. refere,'-· 
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 allllOng 
the· 75 districts selected for the All.;.India Rural Credit -Survey, 
195l-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 o£ which is sizeable, the rur~l population served by 

co-operatives in these States would be much smaller than indicated by 

the £igures. 

3). The resources position, the level o£ advances both in absolute 

t arms and in relation to cultivating £amilias, also indicate the sam•3 

pattern. 
=··-

4) The proportion of cultivating £amilies borrowing from co-

operatives was relatively high (generally 20'per cent or more) in 
- . , . .. 

most of the districts belonging to l-faharashtra~ · 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 cultivating families borrowed from 

co-operatives~ 

5) The proportion ~r borroWibgs from co-operatives to total 

borrowings was also relatively high in the districts from Maharashtro 

and Gujarat · (genera1ly· exceeding 20 per cent), followed q.y l-fadras 

and Andhra Prad~sh' (ranging £rom 3 per cent to 22 per cent), Punjab 

{(2· pef cent·to-27 pe; cent) and l-iadhya ·Pradesh and Uttar· Pradesh 

(G,per cent• ti)Up~r cent) ~~~apt Bilaspur (where it was 62 per cent' 

while' it ·Wa~ verY iow in' Bihar; · (nil to 5 per cent), W~st Bengal 
. \ . 

- (1 per cent to' 11 per centr and less th~n- 8per~ ce'nt in Rajasthan , 

Th~ All-rhdia· RuriU. Credit· SurVey d~ta· op. the share of co-operatives 
• • ; • • ' • • ., - ·~ - ' ..1 ; ' • ' ·' • • F ' 

in total borrowings set out· in. Appendix-Table II also corroborate 
- . . 

these inter-state variations 'in the level of development of co-

'•operatives. 

6)' 
.1 . - ., ~ .··• 

While 'the advances \vera low;· the proportion of overdues was 

very high in· the districts foroin Bihar and West Bengal (between 30 to 

. 76 per cent)- as compared to-: the othe;·- states. 

it woUld appe~r from the foregoing that co-operatives were 
. !. . : ~-: • . ... · ...... -- • ~--' • • " ~- . 

relatively well-developed in the districts from l-faharashtra and 

Guja~at (pre-reorganised Bo~bay St~te} followed by those £rom l-fadras 
. -. . 

and Andhra Pradesh; while in the States o£.Bihar, West Bengal and 

Rajasthan the level of co-operative development was very low; the ., 
remaining 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 others 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.·· 

VACILU.TION AND SUDDEN SHIFTS IN :pOLICY 
. 

The Second Five Year Plan, provided for co-operative development 
'. 

on the lines_of the Integrated Scheme of Rural Credit. Accordingly 

in 1956-57,, ~he_ fi~st year of the Plan. which w~s also the period of 

refer~nce for the L Rural Credit FolloW-!fP Survey, 1956-57, the emphasis 

vras on the development of large size societies.__ But dur!ng the .. 
. second year o~ th~- Plan~ 19157-58 7 there was, a slight shift in the 

emphasis towa·rds the o~ganisation or small si.ze societies, ~ pasr-:g .. 
with the orgaJ;Jisation of large size societies •.. At the same time, the 

policy regarding the organisation of. large size_ societies, .which, 
' • • ' .• • '' •• ' ' ' J. d • ' • • 

~oge~her with State partnershi~_at ~ifferent levels, fqrmed.the main 
·- " . . ~ . . ' ' .. . . 
component of ·the Integrated S~h.eme 9f Rural Credit,. came to be 

re~iewed by the Planning Commission. In November 1958, the National . ;: .: - ... - .·. ' ' . ~ 

Development Council resolved that, for the ~evelopment of co-operation 
. ,. . . . • . '": ! . - 1 :. • ~ • ~ ' • :· • ' ' 

as a people 1s movement, it was essential to organise co-operat!vos - ~ ... , . . . . . . . . 

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 third year bf the plan, the village 90-operatives. .Thus, in 
·• . • ~ I • • , ':_ 

the 

p~licy regarding the organisatio~ of service co-operatives was 

formulated and the fo~th_year, 1959-60, witnessed t~e o~ganisation . ~ - ·' . ' 

of !!erv'ice co-operatives. In the res_ult, the policy. pf organising 
-~- ••~; • •. ~- -~,I •.::.~ -~. ,r·,• ,'," .. ~ ::' -~ •' ;_· •:: 

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

in the subse~uent two years. was alter~d.in favour of organising either 
' . . . . ~ . 

single vi~age societies or societies covering two or more villages 
:_ :; ' - ' 

without jeopardising the principle of/mutual contact and social 
.· . . . - . . ' 

cohesion. The 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 eonsiderable amount of 
.. . .. : . ' -
confusion in the minds of the district co-operative officials ar.d as 

• 
a direct consequence even the district co-operative development plar.s 

were not·properly formulated and implemented. 

DEFECTIVE FORMULATION OF DISTRICT 
CO-OPERATIVE DEVELOPMENT PL!~S 

As stated earlier, the proposals .of the Committee of Direction 

or the Rural C~edit Surv~y formed, at the national level, the general 

basis on which progr~mmes for development of the cooperative 
_, 

movement were drawn up in the ·second Five Year Plan. A study of 

the districi co-~perative. developm~nt plaris in the selected district~ 

however, showed that the plans were not worked out carefUlly and 
' comprehensively' 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 
c· 

' 

districts from the·erstwhile Bombay State namely Broach, Ahmedabad, 

(Gujarat) East Ehanaesh (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 be 

covered by. the co-operatives, the number of large size societies and 

marketing societies to be organised, the proportion of agricul1tural 
. . .. 

- produce to· be mark~ted by co-operatives, short, medium and long term 

credit to be advanced, etc. But even in these districts, certain 

'deficiencies in the eiisting credit st~~ct'ure 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 ahd of credit activities by the marketing 

co-operatives were not given due consideration in the initial stage£. 
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In some of the selected districts from Andhra Pradesn and 

Madras, adequate provision for development of primary cooperatives 

was not made. The ~tate __ Governments did not give clear policy 
• 

directives to central financing agencies regarding orientation of 

loan policy. In Chingleput, a concerted effor~ was not made to marge 

the small societies located in the expanded jurisdiction 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, 

~he district co-operative development plans of the selected 
. -

_districts f~om Uttar Pradesh were generally ;restrictive in nature . ' . - . . 
covering onl~ some asp~cts of the co-oper~tive development. Though 1 

targets were laid down for proporti?n of villages to be covered by 

the co-operatives, membership of agricultur_al credit societies and fur . ' . . . . 

short, medium and long term loans, the plans for Etawah and Deoria . ' . . ' 

did not provide for organisation of large size societies, State 

participation, financial assistance by way of g'odown loans and 
• 

subsidies and management subsidy to large size societies and market.:!.Lg 

societies. The plans did not provide for reorienting the structure 
• L ::. . _, . -· . - . ' ' · . i. 

before expanding the ~ovement. 
( . . . In Mirzapur, large size societies w2re 

formed by amalgamation during 1956-57, but not enough-consideration 
"' . . . ' 

was given to make th_eir area of operation compact and manageable, 

inasmuch_as some societies covered 40 or more vi~lages 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 (pilot) 

project was initiated in Nauranga with the idea of ~ntroducing the 

important_ feature~. ~f the Integrated Scheme of ~ura~ Credit, 

In Akola (erstwhile MadQya Pradesh),Mand~aur and eagar, target~ 

fixed in the plans were generally qomprehensive! The district co­

operative development plan in Bilaspur, however, ·did not lay down any 
' . - . . . ., . 

targets for proportion of villages to be covered by co-operatives or 

the volume of advances to be given by the primary agricultural 

credit societies. 
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. In Bihar, West Bengal and Rajasthan though the co-operative 

strqcture was very weak in the selected districts and the movement 
' . 

mo~e or less stagnant, there was no systematic programme for liqui­

dation of hopelessly bad societies, for realization of loans overdue 

to societi~s, or to corre~t other weaknesses in the structure, The 

co-operative development plans d-id not lay down any physical targ~::t 

even for coverage qf villages or for increase i~ membership ahd volw~e 

of advances, The plan in Jalpaiguri made no provision either for 

~ong-term fi~ance or for revitalizing the land mortgage bank which 

was dormant since its establishment in 1953, The advancing of consur.-
~ "' ' ' . 

_ption or kind loans through co':"operatives with reasonable limits was 

an important need of the cultivating families i_n Jalpaiguri where 

gr!l,in loans pl,ayed an important_ role in the_ credit .transactions of 

the cultivators but this did not receive due consideration in the 

-district.development plan • 
.,., ..... 

In the absence of properly planned programme, the organisation 
-_...... . . ' . 

of co-opera,ti:ves gave rise i;o such defects as overlapping of juris-
. . -

diction,. dual membership and even, overlapping of functions as for 
" , ' • I . ( 

instance in Nadia and Jalpaiguri. Adequate atte_ntion was not paid to 
• : . ~ r·· .. . . . - .. ; -- ~ . - . ... , . . . . 

the compactness of the area of operation in organising societies; as . - . . . . . ~~ - ~ . . . 
a result, .many of the large size societies in Burdwan a~d Jalpaiguri 

\ ,.j.''_.. ._.,·-... f:._-! . I - l • l ~· 

were burdened with an unwieldy area of operation.. No efforts were 
~ ,. .- "' . • " "· • -~ ; . ·. • : . - ? - ~ - . • ' . 

made a_t organising c_redit unions despite the weak co-operative 
·,. ""1_: ~ : .• : 1-,: .:.- ~--- --~· ·,, : .. - -- ~- . -

structure in these.districts. 
' : - r• ~... • ' ! 

As 1s~~ted. earl~~r4 d_uririg 19~9 the .e~phasis shifted from larg 1e 

size societies to service -c<i.-;,peratives, A study of the procedures 

~adop'ted in org~nisiiig' serV--ice- co'.:ope-rative-s' generally conveys the 

-impression ·that by and iarge,c: th~ organisat~~n of' service ho-opera-

t i ves. was: no't- :Preceded by well· planned promotional efforts or . proper 

understanding of the type of functions which the service co-operative~ 
., 

were to undertake. Consequently, small -size credit societies and, 

in ·some cases, ·as iri Mohindergarh, ev-en large size societies, 111ere 

convertedc into: service'·co;.operatives ·without in some cases even 

modifying the by-laws ··of the societies 'concerned, The target 
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mindedness of the district co-operative officials is illustrated by 

'the fact that within a period of less than 4 to 5 months as' many as 

I77 service co-operatives we.re organised in Bijapur, 168 in Kanpur, 

133 in Midnapore, 117 in Barmer and· 106 in Mohindergarh. 

The foregoing discussion ·bring's out thlit the planning of co­

operative development at the district level suffered from a number 

of defects which 'included 'i) lack of systematic and coherent 

approach at strengthening the.or~anisational set-up of.the primary 
' r ' -, ' 

c-redit structure, 11) sporadic efforts at organisation of large 
' • : 0- l 

size societies and service co-operatives, iii) inadeqUate attention 

. 'g i ve.O: by the Cooperation Departme~t iii s·eiection of so-cieties for' 

conversion into large size ones or to'~' san~tioning loans 
0 

and 

s'ubsid.ies for construct-ion. of g~dowris or app.ointmerit of managerial 
• ·, . ~ - ' • . . _r _. 

staff, iv) lack of efforts· at planned-development of marketing co-
'. 

operatives, and v) inadequate emphasis on the development of proce-

ssing co-operatives. The review 'also' brings out the p~int that the 

plannirlg' in the'.selected distric't's ·f~o~ Maharashtr'a and Gujarat, th.:; 

co-operatively w~ll-de'veiope·d dtat~;, ,;a,s r~latively -m~re compre·-
,· . . · -. r: -. l . . ·· _ ri: _ · . . . - . . 

hensive than in the districts from West Bengal, Bihar and Rajasthan 
.• -~ ·. , . ·"L ·: · ' '· ·." • .: _ . · ~ ..::. ·: :; .• _ ~ : • 1: . '. 
where no sizeable efforts, either in the plan or in the process ~f 

;:impJ.ementation, ~er~ mad'e ·to ~eo~g'ani~e the credit structure on "ti: 

lines i-eco~ended by .. t:he Alilfndia iiural Credit surv'ey Committeo .Tb; 

pla'nnirig :Ln 'th~-distr:ict~ fro~ ~t.ti.~~' St~ted generally covered va:riul 
' - - , : .. - -. l r-- . ., . - :- - - . 

aspects at 'co-operative 'niovemeht but' did not' dm at introducing 
. -~~ :- 'T -, -:.· . - - •. • . 

the features ot the Intec;rated Scilieine of Rural·Credit. 
- . . - . -- - ' . : • -, :.- l . - _. ; 

. UNSl>TISFJ.CTORY PERFORMliNCE' 'OF CENTRAL 
CO-OPER!.TIVE BliNKS. .. , 

1 (o <o 0 ~~v.J... R 
0 

,-- • <..',;.1.\' .... ~ ,,, 

.all 

Tt~e, Illtceg}'a~_ed ~urq_l .. ~r~e_d_i;t. ,S,c~em~ a~signed. a pivqtal role t:> 

. ;!; he. centra;L co-operative banks in, the...development of co-operatives. - - ' .. -- ~ .) . .. - - ~ . . .· \.- . ' . 
To . wha_t e:x:t ant. efforts were mad_e to, a~tai~ this ::role has been 

. appraised in _this .section. 

Structural weakness 
'. 

0~ the 37 districts, 3 were serv:.ed by the branches .. of the 

State co..,operative bank of the re..sp_ec:j;_ive States- an.d of the remaining 

34 disj;ricts, 20 di~trict~ had on~ centraL -pank each; 6 Pad 2 banl<s 
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each and 6 had more than 2 banks each. The districts which bad two 

Jurisdiction 
and size 

or more banks were mainly those from 

Bihar, Wast Bengal and Punjab and in 

some of these there appeared to be technically some overlapping. 

Efforts at amalgaLlBtion of the banks in districts which had more tt,un 

one bank have not generally been successful. /~ong the main reasons 

against amalgamation, the more important ones appeared to be the 

possibility of a change in the composition of board of directors v~ 

the· banks as a result of the merger, a change in the location of the 

newly organized banks, communal considerations, petty factions, etc. 

Despite the considerably long period of existence, a large 

majority of banks were still financially not sound and their 

Financial 
~QJY:~ 

operations left much to be d~sired, For 

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 entire district, and that a bank should 

normally bav.e owned funds of Rs,.3 lakhs and aim at having a minimum 

working capital of.Rs,20-25 lakhs within a reasonable. time o·f its 

organisation, of the 61 central banks in the 34 selected districts, 

23 did not satisfy the prescribed standard for owned funds and 26, 

the standard for wor~ing capital.. A large mumber of these banks was 

from Bihar and West Bengal where a district invariably had more than 

o·ne bank. 

The financial position of a central bank can better be judged 

by relating it to the number of rural cultivating families in the 

district. Jn the 61 central banks in the 34 districts, a distinct 

pattern was. observed in respect of their ,financial. position. The 

districts from the pre-reorganised 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 higher in the selected districts from 

these States than in others. Even within these districts certain 

distinct features could be observed. For instance, lmmedabad and 
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Broach, now in Gujarat, showed the same characteristics in financial 

resources as East Rhandesh in Maharashtra and Dharwar in Mysore. !. 

comparison of East Khandesh wlth Ako1a transferred to ·Maharashtra 

from Madhya Pradesh and of Dharwar and Bijapur, transferred to Mysore 

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 maiuly due to the benefits t!.w:;;;; 

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 cultivating 

families were much higher in these districts as compared to those in 

J.ndhra Pradesh and Madras. In Andhra Prade:?h and Madras the major 

proportion of the working capital was accounted for generally by 

borrowings, and deposits· were comparatively low. 

The financial position of the second group, which included th~ 

. distric.ts 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 

gro"up, 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 ~rganized in erstwhile Punjab which 

were financially more soUlld than those which· came in after the merger 

·Of the ~rincely States. 

Banks in Rajasthan were of core recent origin and their 

·development 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 district appeared to have 

. adversely affected their efficient• functioning as strong and viable 

units. ~ some of the banks in these States, the business turnover 

was not even as large, .as in som large size societies. from certain 

,.' district.s -ih the South •.. Only~ in a few banks was there sizeable S'!:att1 

contribution to: share capital. Efforts at· mobilization of deposits 

were relatively meagre.. On account ·or .their financial weakness then 

banks were dependent mainly oq 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 ap~~ 

oank.at the State- level and relatively weaK, primaries at the villagG 

level. luthortgh there was some improvement in the financial 

positiori'-of these banks of late, the relative weaknesses in these 

:banks ·-a-cted as ·a ·check to the progress of the Movement :itself in 

- these States. 

- :>rhe -Integrateci- Rural ·credit Scheme envisaged a re-orientation 

of the loan policy and procedure or· the central banks on the lin;;s 

Extent •of adoption 
of Crop Loan 

System . 

of the-Crop Loan S,rstem. The basic 

·fea-tures of this system; which is 

production-oriented and market-realised,,are fixation of scales of 

· fina:ncie on the --basis of•.cash outlay per· unit area of crop, evolution 

'of these scales· of finance-thrOUgh a democratic process of field 

workers' .(officials and non-officlals):conference, disbursement of 

·loans in instalments- and. -to· the extent- possible in kind, linking 

of repayments with the harvesting ·season, recovering -dues ·through 

marketing'societ:l!es. out of ·the sale proceeds of ·the crop financed, 

etc.- :The-' SYstem also: envisaged a methodical procedure for assessment 

of credit requirement-of members. 

~-As regards a methodical assEissment.=of :_the credit requirement 

·or members, •ah exaiii.iriation;of the application- forms prescribed by 

• • - Loan procedll!:§. - .. -- the oentral banks -and the proformae 

prescribed for supplying' the information regarding individual members 

,by ·primarrcredit- societies to >the ·central. banks reveals· that the 

·proformae in most -of the· cases ·did not provide tor collection of 

·information required for: pro pep >impJ:ementation of -the Crop Loan 

: :system. ,Even inJthose pockets wherec·the Crop. Loan System had been 

introduced, L the primary .credit soe:l,eties were not_ required to prepare 

•. the .normal •credit statements-.oncthe--lines envisaged. The surveys 

revealed _that~ there vere in the•main four· types of loan procedures 

~in vogue:: • (i) the central-batiks had effective power to scrutinise 

:the loan-applications as in Madras,· Andhra Pradesh and :Mysore, 

(11) the·pecllliar type of loan procedure had reslllted in by-passing 

·_ the managing ·committees of .the societies which had ·no do facto 

managerial 'responsibilities as in MadhYa PradG'sh;'(iii) the central 
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bank had ~1tt~e effective power to scrutinize the ~oan applications as 

in the case P! Punjab,_ Rajasthan, Bihar, Uttar Pradesh and West 

Bengal, and (iv) the .central banks played a significant role in spite 

· of ,,the- fact that the. ·loan appl:i,cations, _had to be routed through the 

/;ssistan~ Registrars of Co-operative Socie1;_ies and the power of 

supervision vested in the taluka s_upervising qnioJ;is which were feder-al 

; bodies of_primary soc;!.e.ties, as in· Gu;tarat -and_ Maha.rashtra. 

l•n analysis of the loan procedures in vogue during the Sn:-:c:' 

years.indicated that ·the ideals and practices recommended by the 
the - - - · · · -

COmmittee of Direction ofLAll-India Rural- C~~di~ Survey were not built 

·.into t.he structure 1. organil!;ation and,working o:f the societies. The 

outmodad and orthodox ~procedures in·. vogue since the beginni~ had 

been followed without making-any:e~forts to~ effect flexibility at a~-­

' stage, . though in--.a. few ·districts frol!! Maharashtra, 'Andhra Pradesh, 

,M~dras, Madhya ~adesh and.MYsore, act:i,on.in thi~ regard, in varying 

'degrees,:bad been.initiated~ ·i 

Provision of .. ~dequatf;)_:finance was ,not in~o);lerat:i,on in any 

States, except Pf!rb.aps:·in the ~:reas of the erstwhile ·BoJ!lbay State 

.and :also. the Sl'eas -coverEid by the Full 
~ntum of loans 

·in relation to cost 
of cultivation 

' . ~: -~ •. 

Financf;l Scheme· in States like Madras 

and_,Uttar .Pra!;lesh., In-:these States,the 

_quantum o:t; loan. was _in:l,t:l.ally linked te -~he2~rop acreage. However, 

thc;~ f\Ctual policy followed was~f'ar~shorij--ot the :!.deal policy as the1 

qtl{lntum of .loan i!hough-.rel{lted 1;o the~.eash ·oiitla.Y ·on' crops, was 

linkedtQ.the:totaJ, owned:assets of, the borrower and the overall 

l:l.mit f:l.xed i~rthe :bye•laws •. In Broach district of Gujarat, the 

-quantum;:>of ·lpan.-to a .. member·.was linked to the acreage of land 

irrespective o:fi': the.-crops grown:: and t.to the value. of produce sold by 

a member. through co-operatives. · In .. this case,· no consideration was 

given to··the-c;ost::of'!cultivation of·sdi-ffe.rent crops •. In Madras and 

.Andhra Praqesh, though some efforts·wei:'e made. to :reorientate the 

P.Olicy in.the. 1pilot prqject 1 .areas .and. areas·cov;~red by the 'Full 

Finance Sch,eme 1 there was no appreciable change in. the loan policy 

prescribed by the- central banks •. Even in part of ..My:sore which was 

an integral .. part of the pre.:.reorganized Bombay State where certain 
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features of the Crop Loan qystem were in vo~ue, 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 or Uttar 

Pradesh and Bangalore district of MYsore, though, the quantum was 

fixed ,in_ relation to crop acreage on the basis of the estimated 

cultivatic;>p. exp,enses, in practice, loans were given in relation to 

the assets . recorded in the haisiyat. I~ Madhya Pradesh, loans were 

. given or4-y to those who had transferable rights in lana. In the 

Jaipur district of Rajasthan, the scales or finance ware related .. . - . -- . 

either to tha.valueDf anticipated crops or to the av~rage annual . ' . . : . 

value or crops. T.hus, .it would b,e n?~icad ~hat therE! ,was no system 

.or .estimating ·!lra~it demand .or members based "on anticipated production, 

_·In o.rder to- ensure p:r:oper _ut,ilization of loans it was suggested 
,_ ·' J. ', ~ • ' j 

t):lat f3. ,part o~ t,qa crop loan should, b~ issue.d ii1 kind and that the 
-. - _::;.::_--. ____ .;._:..:_ ~- -~ - --~ 

Disbursement of . . cash .part s_hquld be disbursed in 
loans in kind arul · ' · · ~ ' . · 

. instalments , . _ i_n~talmen~s a~~ording to. the progress 

of ~he .agri~ult~al. seaso,n. The J!'o;Llo,w-.up Surveys _revealed that . . .. - - . 

the ,practice of_ advancing .a part of' crop_ loan in kind was followed 
' ~ • ._ L. , •- ' . I . .o. .:, '' • ' • • ·, '· •. f , ;· ~ • -..: 

.in .the. l)l'9-:-.re,organized J;!pp'b.al .. State, and iq sone cases in Madras and 
• • ' ·- J.. ...... _.._ •. ~ t;. -. . c 

M~d~~ ~Pr~d.~~h.-· L~ :Bih,a~!· t,he :;~:r;~U,~ze,: :J;oan:;; .wer.e. i~~~ed in kind. 

, ,In Raja~tf:lan, s~m~ .soc~eties U!lde:rtook distributi.on or improved 
'. .. :) . ' . .. . ' 

S!leds and ~a:r.:tili~~X:!i ~~.:agents .. Qf -~P~ .. A€!r~cult~al ne.~artment or 

. '!;he St~te ~gve:r;nmaQ.~. I\1 ,rest .ot: tne districts loans were advanced 
•>L• '-• '-·<>· ~-j • '·• . 4- ~.: -'• 

T.~a pra,ct;c~~?~ giving;l_oan~ J.~.insta~ments was also .. observed 

. il!-. tl:le ;JP;t:~-~e:>rganized -l!omb~y Stat~~ ~!)~qr?~llf} _to,_ ~he practice 

followp~, disbursements were made in two to four instalments taking 
: . • ~ ,_ , __ . · • .., · ~. _ r • • ..~~. --~ r,. 

into acqount the agricultural.seasons for different crops. In other 
- -l - ••.... '':.--~ -: ~-- !.--~-. ._:. "t • 

Statell,lqaJ:ilS· wer~ adv~nce~ .~!). o~e lum~ sum and ~n cash at the 

beginni.Qg ·9! th~ agricult~A"al ,season. ·~ 
·-·- ,.- . ' 4-··-· .· 

Recovery of loans. appeared ·more satisfactory when repayments 
r.? ....,. - -

were ~ela~ed' ~o t~e :per~oq 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 Stat~ 

in districts of Madras and /~dhra Pradesh, disbursements and recover­

ies were spread over all through the year. The due date of repayment 

was generally 12 months·fro~ the date of issue of loans and did not 

often synchronise ·with the harvesting season. !n.Rajasthan and 

- Svncronisaticn Punjab, disbursements were ·spread 
of recoveries with 
harvesting season throughout the year but· here the 

• • • j 
recovery was the responsibility of the Co-operation Department unlike 

Madras and And!F a Pradesh where the supervising unions were entrusted 

with 'this work •. In West Bengal r~covery -was.generally linked with 

harvesting. season but in Bihar it was not •... · 

Accoraing to the Rural Credit Survey Committee, supervision 

- llhoUid be the ~legitimat'e· '!'unction of apex banks and co-9perative 
. . . 

Supervision by ccntra:1 bank central banks;. A study of the pattern 

of arrangements 'reg.ardinl'supervisiori·i:nd.icated'that, even in the 
! • .- - ' 1 - ·: '. 

fourth year of the· Second ·Plan, hardly any ·efforts· at its reorienta-

tion w~re made"iii many ·states. In'Madhya Pradesh, although strictly 
: ~ .. . • :• . . ·. 1 ~ I . t, -. ~ 

speaking, the power of supervision vested with·the central banks, 
• '" ~ •• 1"'1 f .-. :· . ' 1 . • ~ . '. - •. 

the existing arrangemerits were hardly 'in consonance with the patt'2lrn 
. ' 

. -,-' . ' . . ~ ' I. "f ·- . - - ' " . ' . 

envisa~ed ·in. the Integ~ate~ Sche~e ~f·Rural·Credit~s, because of 
• • .... ! • . " • • • • •. 

the domination.'of_the society .supervisors and 'group-officers, the 
. . ~ 

managing committee of primary credit society had no de facto manager-
. .. ;· . . . '. ' .. i . - ... -- ~- .. . .7 ' ~ ' -, - . • 

ial responsibility.' Iti'Madras and'Andhi-a Pradesh;;_ supervision was 

supposed to li~ve been exercised through the. supervising unions,many of 

which were actually defUnCt· and 'in effect~ the central banks had to 
• . i· • . . - ' .... _;. • . -. ~ • ( - •. 'f 

attend to it,; 'In Kerala, · th!i central banks were-in direct charge of 

superviliion of societie~ affili~ted · to the. local supervisill.g unie;,;·;. 

In Uttar Pradesh, superVision was vested-with the Provincial Co-op .ra-
· . . · · ·. ~ r "' - · • • · - .• -. ~ . • 1 ... ~ . - •• 

tiv.e Union. The supetvisors app_ointed by the Union were attached to 

the Assistant Registrar· or th~··District Co-operative Officer. Si11ce 
the credit limits were to ·be_ scrutinized by the. Co-operation Depar·i;-

. . ' 
ment offi<:ials, the power .of ::;upervision vested with the Government. 
In.West Bengal, ·supervision was technically the responsibility of tbe 
central banks 7 but since the staff maintained by the banks was inad0-
quate, the duties regarding scrutiny of credit limits and recovnr~ 0f 
loans were practically underfaken by the Co-operation Departrner.' 
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officials.- The position was not much different in Bihar .. 
where the credit limits were scrutinized by the Departmental 

officials end the supervisors were on deputation from the 

Government. ~aus in effect, the work of supervision was 

largely controlled by the Co-operation lnp;-rtment. In Punjab 

and Rc-j o;sthan, supervision was vested with Government 'itself 

and duties relating to scrutiny of credit limits pnd recovery 

of loans were undertaken by the Dep::rtment. In M;:rsore, while 

the central benks were responsible for supervision of societies 

in the old Mys;,:-:; rr~F, the De~)•·rtwent \i~:s in-chC'rge of super­

vision· in the erstwhile HycJ.er:·b:,d e-re~;. In -the Boml:ry-

Karnatak area, the work was done by the central banks a-s also by 

the' Department. 1 In _the pre-reorgenized BO!!lbey Stf_te, the 

supervision was exercised by the Tduka/District Supervision 

CoiiDlittee. Supervisors were Government employees. Thus,the 

patte-rn of arrangements regarding :supervision ;,nd inspection 

varied 'from 'one ·State to-another and did not correspond with that 

envisaged in 'the Integrated· Scheme of Rural Credit. The objective 

of making the central bank an autonomous co-operative institution 
-
was f;,r from 'being f_ulfilled particulerly, ~ecause; in many 

districts the officials of the Revenue Department still continued 

to 'b~' ex.:.offlcio ch~irmen' of the: central banks. ' 

' · : .. WEAKNESSES OF .lrHE:PRIMARY CREDIT STRUCTURE: 

In the· c·ase of•' primary credit societies. in a· num]Jer _of 

disti'icts surveyed; the structur-al weaknes.s acted as a serious 

shortcoming~; While in some.: districts: dormancy- of; SOC!i-eties WI'S 

a severe impediment· in most others the, small uneconomic size 

limited their rate of development. 

· · · ·norniancy of :primary cre.dit' societi_es posed .a seripps_ problem 

partictD.arly in t·:est Bengd :,nd Bihar,. where the proportion .of 

dormant soqieties in the selected distric~.s .l'anged between 28-81 
.. . _. ' . . - . 

per cent, whil~ in -othe~ States it was generally_less then 10 per 
-. ·- ---. ~ -. 

·cent. Th~ main caus_es_,for dormancy appeared--to· be b<>d management 

·Dormgricy and efforts 
. 9t revitclisation 

. - and misappropriation, hesitancy C'nd 

half-hearted approach tq recoveries, 

domin;.tion by vested interests; verY small area of opero-tion, 
1 Though supervision was technically the responsibility of the 

Government, scrutiny of credit limits and recovery of loans w~s 
attended to by the respective staff of centrC'l bpnks 
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overlapping of functions between primary credit societies and-

other types of societies, Etc •. Other factors like ~eakness 

of the cen~ral banks, pre-occupation of the centr<l banks 

with trading activities, defective loan policy end proced~?-re, 

unsatisfactory arrangement.regarding audit, inspection and 

supervision also h;,>d a di_rect bearing on the unsc·tisfactory 

performance of these societi~s. 

To counter the problem of dormancy a programme f9r revita­

lisat1on of prim&ry agricultural credit societies was taken up 

since 1957 with a VipW_ to enabling them to function more effec­

tively. This prog:ramme was intended to be ca_rried forward and 

completed during the Tb.ird Pl,-n period. Mos.t of ths States hid 

down some criteria for societies· to be take_n up for revitalisation. . . . . . .. . . 

But in m~ny cases, revitalisation of societies was interpreted to 

amount to a litt_le more than the appointment of a clerk in each 

society with-the help of the subsidy_ provided by the.Government. 

There was no-systematic programme for liquidation of hopelessly 

· bad societies, -to realise all _loans overdue, to bring as many 

rural .families as possibl~ igto.~tl;te co-operative fold, to get the 

required finpnce from the centr~l bankt etc. S~ revitalisation 

schemes, in.e:t:fect, werE? lit tie. more._ than provision. of _managerial 

subsidy, though thHe were ma.rked-iV£7.':1-atiol)s in t~e method of 

selection of: societies and quantum. of menagem~nt subsidy. Thus, 

except· perhaps in a 'few districts, neit!J.er wa{l the_ s~heme of re­

vital,_isation of sm·all size. ~ocie_ties, properly tormula.ted nor was 

the. -programme s atisfacto;r:ily .. implemented •. . -.-. ' ·. ', 

The smc.ll or -uneconomic si~ze. of societies -and inadequate 

offol'ts· at reorganisation towards attaining via):lility 'IITas !lnother 
. 

important weakness· of the p:rimary credit structure. During the 
. ' ~ -

period covered by the four follow-up surveys there -were three 

Uni·cangmic size and 
resonrcss_ 

distinct types-of; primary credit 

soCieties operating --in the selected 

districts;: l!.rge size societies, sma_ll si~~~_c>~iet~es and service 

co-operatives. As regards membership of primary- credit societies, 

it was found to be generally .rising J.n all_the distr_icts. 
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In lr.ree size societies the ~ver~ge membership ranged from 

169 in Bilaspur to 1229 in Kanpur and in small size societies 

from 27 in Mirzc;pur to 207 in Quilon. c;..nc:a>ll.;i the increase 

in membership was more marked in large societie~ than in small 

size societies. As regards the composition of membership,it 

was noticed that a sizeable proportion of membership consisted 

.of big and large cultivators in the majority of .. the districts. 

T:1c. ;Jf·rtici:;;~otion of sm!!ll, cultivators in co-1)perll.tives was 

markedly low in certain districts as Mi~z~pur ~nd Cuddapah. 

·' The data. onrflnancial resources perc 100 rural. cultivating 

families pf the districts showed that in respect of sh~Jre 

capital. those districts where a higher proportion of large 

size ·societies was' operating were com.trarative:I.y· better than 

others where large size societies were fewer in number. For .. 

example, the paid•up share capital·~or 100 cultivating families 

was as high as Rs;4, 713 in Broach,: followed by East Khandesh 

(Rs.4,114) and Dharwal! (Rs.3,021). as against. a mere Rs.85 in Gaya 

and Rs.93 in J alpaiguri.. It is evide.nt, therefore,, that the 

financial. position of primary .societies. was· comparatively~ better 
• 

in those di.stricts 1-;here the .reorganis.ation·.of primary. credit 

structure was carried out· on a s.ignificant scale.-: The societies 

.with a· po6J" financial position :wEre· mostly one-village societies 

which were badly managed by honorary secretariES or were domin,tecl 
. . -. ' - . ... . - _. . . - ' . 

by vEsted interests like landlords, moneylendErs, etc. or were 
• • ' . - ~-_ • . .c • ~ ... . • .• ' . 

operating ·in backward .or. scarcity affected ar~;as. 
c.( ~ ' • .' • , • I I • 

The surveys revealed .thc:t the Pl'imary credit .structure in 
_·r .. -· -~- - -~- - .1.:.... .-... 

a ~a.jo~it! .of di,s~f?-c~s _,s,e1~-~t,e;d. ~rom West .~eneal, Bihar ~nd 

Rajasthan _was charac1;.erised .lleside:s dormancy, by a hrge_ number 
. • -- I • - . - L . "" • :; .. - • • - -# 

of single-v.11lage un,limit.ed liabilitY type of societie.s, which 
.I '•1. , , - .., . . · ' • t .. • . . . ,• • I • _ · , •4 -

. we:r:e un_e~onqm~~ _irv~~-e,: ~~;I,_e~ i~ P_:hs~_~icts, costly _:t'rpo .Andhra 

Prc:~esh1 M,c;dras, Mysor(;:,, Ker~a·~and ers~while HydJ;ra~ad State, .-· . . . .. -. - .... -' - - ----
there was a predominance .of mu1t1-purpose,mult~~age socidie s 

. ' . ~ . . 

and .lesser number. o,f. dormant societies... In the third group, 
. . , '- ' ..) _. ' . 

consisting mostly of districts from the pre-rEorg2nised. Bomb~.y 

State, _the structure of pri:mary credit societies. w2:5 .stronger 

- ~nd there was a predominance of large size societies. 
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The surveys ~lso indic~ted th~t in rela~ion to the 

problem the efforts at reorganis~tion of the primcry credit 

. structure to ;,tt a in· vi~bility ~1Er€ not siz€~:>ble. The progress 

w;,s ;,lso hindered as stated earlier by hesitancy and shifts 

. in policy., 

The other wepknesses in -the primary credit structure 

relate tcr tlie: operat1Qnal policies and procedures· e>dopted by 

.societies concerning loan 'policY, types of credit. given, terms 

on which given, etc,.;.: A study of the loan policy pursued by the 

, primary credit ·s~cieties in different·dis~ricts indicatea ~hat some 

Loan policY' ! 
. . of the features -of the Integrated Suheme 

of. Rural Credit. were found. to have been adopted .. in Broach, Sora'th, 

East -~~nd~sh,Dharwar and Bijapur•· all belonging to the pre-reorgani· 
State · 

· L. of Bombay •. , In these districts the· grpnt of lo!lns by primary 

:c.redit. sociE:ties was gove.rned by the rules framed. upder the Crop 

Loan Sy.st.em' in~tiate.d. as eprly as. in 1949 •. 

·. ~ ~ .Attempts lofere. made. in certain. other. districts by the Co­

operat.ion •. ·Dt::·L,rtments: o:r the respect;ive St~.J;e Governments to 

: liber-&lise· the. gr2nt of I credit by: pr~mary credit. soci:eties. 

jFor. instance, .<the- Full Finance 'Sche·me in Coimb~:>tore and the crop 

.Le;-n Sy.stem. li.m-Eta~rah: -~a.:K.,npur aimed .at prov;i.ding. the entire 

.credit requirements' ufJ.the:,.rur.alJ .l'.amilies:. . Though the principle 

of granting Idaris ·:n1 :reJ.'11tion to estimated outi'ay on crops see.:.~; 
- · · . ~ · - :-: , • ~J · r 

to' hcive been accepted by ·ce·ntr'aJ:oanks, no efforts were made to 
.. ,.., '" . . . . .. ... . ,_ .. : . 

implement 'it.- Thus, none of the· ftindament'al 'obJectives of the 

Integrat'ed 'Scheme ·of ·Rural' 'Credit was ·in. effect enf~rced, except i!l 

t!'le districts ·frc;mt'he · pte..:re~iianiiedlid~i~y .State~·· Consequently, 
• ' f ·_ • : . _·. ~- ·~ . • ~. .... f ·~ -: . -. "' . . -
co-operative credit .. av'ai1abte 'to agriculturists in relation to 

tlie requirements was generan:Y Jm~u,·1:>'art±cula'rti in the· 

districts :from .we'st "B~~f,- B:iha:r· and~·Ji'aJGsth~n rvrhere it was less 
, • ;.. .-t r •• T:' ., r -: - .• - :,., .... ..,·T _ ••• .• -: tr -·.. , 
than· '1.0 per·· cent' as agailis't ·the--dist·ricts' from 'M;;harashtra·, 

Gujai'atj.:.et't:t. where tne:'p'l'opbrtion ·was 'shove 40 per 'cent • 
........ - t.'-.: -f; r"':" . ~ • .--·- :·. ·r-· .. 

-Besides the imbalance· in ·the quantum of credit g·iven, the 
::-r :'1·_·,..,._ ... ~~ ... _- .. ,. · •.• ~ ·~- ·-:: 

types of loan~ given·also varied significantly from one district 

to another~· :Tiiere was a 'greater "emph2 sis on short-term lo!lns in 

Broach,: East 'IGi"andesh; Dhar~rar, Almiedabad, Cuddapah, Hest GodP.~!il:•: 
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Ferozepur, Eta~rc,h 1end Il~;di;;. Short-term pledg€ lo<ons wer€ 

sizecble in Chingl:oput, Hest Godco·:~ri 1-nd Bro;,·ch. In l'/est 

Godavari m~ny primcrY societi€s g2ve pledge lo"ns to members 

<Tho, however, sold their produce directly to tr"ders. In 

Broach, however, many prim~ry societies were ~frketing the 

produce of mecbers and wer€ giving pledg€ loo>ns to them. 

Short-term lo~;ns far consumption purposes were important in 

Julluc;dur and Hiss;;r. The distinction between short and mediuw-

term loans lost much of its signific~nce in cert~in districts such 

as Ferozepur, where even though ell lopns were reported to have 

b€en given for short-term duration, most of them were in prpctice 

medium-term loans due to ~he kist b 0ndi system of estimating tho 

d€mend for recovery of loans. In Gaya, short-term loans were 

granted in th€ form of fertiliser lo~ns ~md most of the cash loc>ns 

were given for medium~term purposes. In S~ger mo~e thbn half 

the· c;mount of loans advc;nced wer€ 2djustment loans, i.e., 
' ' - ~ 

inst;:lments due and not rep.,id in respect of lo?.ns \'lhich were 

c;dvanccd for two years and rep~:>Yable in' two annual instalments 

to be treated ~s fresh advances during the ye~r by book 

adjustment. In Bilaspur too the loans were generellY ildvanced 

for a p~riod of two years ~nd th<:·. s;stem of adVC'nCing lo~:>nS through 

bool~ entries continued to. be en important flictor influencing the 

nature of advances gr~nted by primary credit societies. Thus, the 

m€dium-term lo;,lli~ grante_d in Sagar, Bilaspur and J.!pndsaur did 

not repres€nt the type of medium-term credit envis<'ged by th€ 

All-India Rural Credit Survey Committee. 

The different types of security against which loans wer€ 

granted by prim;;ry credit societies may be broedly c1;;ssified into 

four groups; Locn~ granted against a first cherge on land or 

crop, either under Section 24AA of the Bombay Co-oper<'tive 

·Act 
' 

Societies Act, 1~25 ~r under Section 30(1) 
Security 

of the M~dhya Bho;rat Co-operc>tive Societies 
1955, as was fo~lowed in ·Sorath, ··Akola, Sagar, .Ahmed;;bed, 

Bro'ich, East Kh~ndesh ~nd Handsaur. This procedure wps in 

~onformity with t~e Integrated Scheme of RUral Credit es it 

·ensured th<t co-operative loans wer& o;vciled of only by ownsr­

cultivators or teno;nts who hcd- cultivatd.on rights • 
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Lo~ns were greeted egc:inst pers·onel security or third pc.>rty 

gucrfntee in Hissc.>r, Ferozepur, Jullundur, Et<wah1 Deoric>, 

l~onghyr, GcoJ'a 1:nd Jaipur. Short-term loens upto Rs.500 were 

gr:::nted in Coicb~tore ~;nd ~iest God<JV~c·ri fgeinst personc-1 

security or third party guerc.>ntee. 'In prcoctice, it wes 

noticed that when personal security c.>lone formed the b.,sis 

for co-operative credit there vr<·S a grefter risk of such loans 

being evailed of by non-cultivptors, non-cultiv<ting lrndlords 

&nd egriculturel labourers. In P third group of districts, 

Cuddapah, 1uilon, Nizamabc.>d 1 Bengelore, Jalpaiguri, Nedie end 

Burdwan short-t em co-operative credit ·w<·S grFnted on the 

securit.y of immovcoble prope.rty. The quantum of loen in most 

of these dist"ricts wes linked t.o the lend revenue Pc>id by the 

borrowers. This policy entbled the owners of lend to avril of 

credit even though they were not cuitivators themselves. All 

tenants and small cultiv:::tors were thus denied credit f<lCilities. 

Short-term loans against pledge of produce were also 

reported in Breech, West Godaveri and Chingleput, and to a lesser 

extent in 'Bijepur, Tc.>njore and Krishna. Cc>re was not tc.>ken, 

alw:::ys, to ensure that the pledge lo<:ns were not c:vailed of by 

non-cultiV<ltors and petty treders. In i'lest. Godavc>ri it was 

noticed that, in the absence of adequate godown fc>cilities, the 
' 

produc_e was sometimes stored. i.n improvised godowns or in store-

rooms in the residence of the member himself. In most of these 

districts t-here wrs no provision to ens_ure that the produce 

c:gainst which the loan wrs given wes 2ctually grown on his own 

f2rm. In Coimbatore.·and Tanjore, loe1ns were secured by pledge 

o'f jewels also. 

The prttern of development of primc.>rY credit societies 

in the selected districts emerging from the above c.>nalysis of 

their operations indicated three distinct !ltages of _growth. The 

primary credit structure in a m2jority·of districts selected from 

Punjab, Uttar Prc:desh, Mc.>dhya Pradesh, Bih:::r, West Bengal _and 

Rej2sthan was charecterised'by a lc.>rge 

unlimited liability societies, .., lc.>rge 

number of single-villc.>ge 
I . 

nrooortion of do~mant - -
;,:nd ste1gna.nt _ societ~s, .low credit lioits generdlY linked witt> 
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assessments, absence of inter-linking errengecents, week 

central b~nking structure,· low turn-over, e higher proportion 

of medium-term loans, high rates of interest, misutilis~tion 

of locns and ma);!pgecent by untrained, honor~·ry secretcries 

. or overworked part-time secret~·ries. An enlightened co­

oper~ctive leadership ~laS co·nspicuous by its absence. 

- In another group of districts, mostly from Andhre Pr; d.esh, 

Madras, My sore, Kerela and erstv1hile Hyder abed St <~te there 

was a predominancect multi-purpose, multi-village societies, 

lesser dormant societies, a higher level of lofn operations 

rnd predominance of short-term loans. In some of these districts 

the attempts to reform the primary credit structure resulted 

. more in incre.,sing the quantum of loans advanced than in reorient­

ing the loan policy or making the membership broad-based. The 

loan policy continued to be determined, by and large, by the 

departmental offic~als and credit limits were fixed in relation 

to the value of the security offered. The growth of primary 

credit societies in these districts may be attributed more to 

·increased officic:l inithtive, control and supervision than to 

the response from the people themselves. 

In the third group of districts mostly belonging to the pre­

reorganised Bombay st&te,the structure of primary credit societies 

was stronger, and there was' e predominance of large size societies. 

The working capital of pFimaries was adequate,and there wes 

greater emphasis on short-term loans. The rates of interest 
' were lower. Above all, the loan policy was.generally reoriented 

- -- . . 

on the lines of the Integrated Scheme of Rural Credit, which 
. . 

ensured adequaay of loans as well as its proper util~~ation. 

The co-operative leedership was dynamic and responsible to 

the demands of a developi~g rural eco~omy. 

This regional disparity in the growth of primary credit 

societies may be entirely .attributed to the extent of efforts 

made by State Governments to implement the reco~endetions 

qf the All-India Rural.Credit Survey Committee, particularly 

those relating to the Integrated Scheme. of Riirc>l.Credit. 
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In their efforts to reorient the co-oper~tive credit 

policy, some State Governments do not appear to h~ve taken 

cogn~s~n<;e of th6 princ.iples lcid dovm by the All-India Rural 

Credit SUrvey Committee in f~rmulating the Inte~reted Schece 

of Rural Credit. In those St.,tes 1-1hich ·h,cd t~ken initirtive 

in reorienting their credit structure as early as in 1949-50 

as in the pre-reorganised State of Bombay, the development 

of co-operatives was p~rticularly rem~rkable. 

The management of societies·· left a· great deal to be desired. 

The various defects such as improper mainten~nce of records, 

increased official control and sl~ckness in the recovery of 

loans - all indicated the failure of honorary administration • 

.- WEiiKNESSES IN MARKETING CO-OPERATIVES 

·• The:prog~ess made in co-operative marketing has also not 

been iopressive except in a few districts. Of the 75 districts 

selected for the All-!ndia 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 cultivators reported sale of 

produce through c a-operatives (T:,_;ble 2) • Ho1~ever, ·only in 

2 districts did co-operative marketing of agricultural produce · 

register substantial progress.· The relatively better performance 

in some districts and the major col!du.cive factors that aided the 

progress may be referred to briefly. 

TABLE 2 - SALE OF PRODUCE THROUGH CO-OPER~TIVES 
BY SELECTED CULTIVATORS 

---------------------------PRoPoRr1oN-oF-PRonucm-sQ1n-rf1Rouali ______ _ 
Districts CO.:OPER-1\.TIVES· (~) · -: 

1951-2 Follow-up Surveys 
------------~-------------·--------~---------~---------------------·Broach 
Deoria 
Jullundur 
Ahmedabad 
Hissar 
Mi1•zc:pur 
Bijapur 
Bilasour 
Kanpur 

l7 
30 

1 
NEG 

. --

39 
75 

8 
. NEG 

4 
1 
8. 

1 

---"'!"'--------~------ - - . 
. ----------------------------------~---------_.T~e success achieved in Deoria (U.P.) is ~t~ributable largely 

to the legal protection enjoyed by the cultivators in respect of 
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the disposal of their sugarc~ne through sugerc~ne unions 

I 

to priv~tely owned sugar factories - a factor extrpneous 

to .the co-operative covelll€nt. On the other ha.nd 1 the success 

achieved in co-operative carketing of cotton in Br.J>ci1, T:hic!l 

pccounted for about 39 per cent of the cotton produced in the 

district, was to a large extent due to the implementation of the 

Integrated Scheme of R:1::d Credit in the district end the 

development ~f co-operative proeessing. In fact 1 all the 

constituent pfrts of the co-operative marketing structure, 

viz., co-oper~tive marketing union et the cl.istrict levei,. which 

acted as a federal agency for dealing with private buyers from . -
Bombay and Ahmedabad, the primary marketing societies which 

were assembling 1 pooling and processing the produce for sale 

a_nd the primary credit soci~ties, which hcd direct connection 

with members, worked in full co-ordin::"tion with epch other - a 

feature as yet seldom noticed in other districts •. In addition, 
. ..)_· . 

a part of the financial aid received in the form of State 
. ' 

contribution to share capital was utilised by some at the 

_societies for construction or acquisition of cotton ginning 

·and .pressing plant~J.. Furthermore, legislative enpctme~~s for 

ensuring the purity of cotton and supervision of its culti~ftion 

provided certain built-in-procedural checks which enabled the 

marketing co-operatives to disburse pledge finance only to actual 

growers and to prev~nt marketing finance from flowing to cul-
. ' . .. 

tivator-cum-pe_tty traders and others. These arrangements were 
-

in narked contrast to those prevailing in the other important 
•• 

cotton growing districts such as Akola, Sorc:th, .Dru;rw;,>_r, Coimbt•tore 

and Fsrozepur where the co-operatives generally arranged for sale 

of raw c~t.ton, after
1 

grading, either in periodic public auctions 

or by pri_v_ete nego~il:;tions, which incidentally gave rise to the 

practice of extending trade credits to buyers guch to the getriment 

of the co-operatives an<l cembers thecselves. 
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The perfor~aance in regard to pledge Fdvances was also 

uneven, the achievements in this reg~rd being unsatisf~ctory 

in West Bengal, U:t,r Pr~desh,·Madhya Pradesh and Bihar. 

Advances against pledge of produce were relatively ~aore 

Pledge gdv;mces 
significant in the Southern Stctas, 

viz., .I!;;dras and Andhr~ Pradesh •. 

In fact, in these districts the marketing societies' r!:·in 
' . . 

function centred round granting of pledge ~dvances. In 

Chingieput a.nd i'lest Godavari; where the absence of co-opera­

tive.ly owned processing facilities and absence of regu!ated 

market for the rali produce (e.g., paddy in West GodaVDri) 

tended to limit the scope for undertaking marketing ~ctivities, 

the marketing societies undertook to the granting of pledge 

finance as the main function with a view to providing holding 

power to the cultivators. 

Although inadequacy of pledge finance ~ras not <;Uite uncommon, 

a major disquieting feature of pledge.finance observed in the 

different districts'where it w~s prevalent was that quite 

often the pledge finance facilities benefited the cultivatorw 

cum-traders and commission ;;gents rather than the small ~nd 

medium cultivators. Similarly, in some cases, the discret~on 

given to the manage~s of marketing societies reg~rding the 

margin requirements to be maintained· was not properly exercised. 

Thase malpractices were due mainly to· t'he absence of procedural 

·checks and the dominaloion of powerful· vested interests in the 

m~nagement of marketing societies • QUite often cultivator­

c-um-traders· and collimission agents bought the produce from S::l!.'ll 

cultivators and pledged them with· the societies and availed the 

pledge finance facilities by· excluding' the sm~,u· cultivators. 

E:~~:cept in Broach, where, as mentioned earlier, certain built­

in-procedural chec~s came into being by virtue of the legis­

lative en~ctme.nts for ensuring the purity of cotton ~nd super­

vision of its cultivation, there was h!.'rdly any rigid procedure 

followed or adopted in the other dist~icts to verify whether 

the produce brought for pledging ~ras grown on the borrowers 1! 
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own holdings. In other words, no attempt was ~cde to relate 

the produce pledged with the size of the cultivated holding 

of the borrower. 

Affiliation of credit societies with m<rketing societies 

and effective'arrangements for linking credit with marketing 

for enabling recovery of loans advanced by primfry credit 
' . . . 

societies as envisaged under the Ir.tcgr:.;ted Scheme were con­
their 

spicuous by L absence practically in all the districts, 

_Interlinking of credit 
:.nd marketing 

including t¥ose districts where 

co-operative marketing had re-

corded some prog~ess. Only in !Urzapur was some attention given .. 
.. :to: this. ;:spect of co-opeo.rc:tive marketing. Comppr~'tively 

satisfactory arrangements in this regard ~:ere also observed in 

th,e Kanpur Naurang;,: Project ;,:rea. Even in Dharwar end Ahtled;,'b~d, - . . 

where co-operative marketing was relatively better developed, 

there ~;ere no regular arrpngements linking eredit with marketing • 

. Recovery of production loans of primaries made by some societies 
•• - 'J : •• ' . . • --· 

in these d.lstricts W!!S mostly on an informal basis. 

On the whole,. ;t;he .progress in _respec~ ,of affilietion W<S 

very limited as c:lso achievemen~s in regard to int~rlinking were 

-1\egligible~ In fact, primaries in some cases-were anxious to get 

affiliated. only. to secure supplies of agricultural requisites ,nd 

not ~1ith a vie~' to facilitating t 1e-recovery o-r· Io~ns~· ·'While 

_ the weak .. credit structure _and the organ.isFtion of new societies did 

to some ~xtent effect working out interlinkil]g arr~ggements the 

main fac.tors that led to. th~ uns!itis:factory position in .this regard 

;;,.were: {l) ·the marl;teting s_oci~>Ues hed not undertcken ~marketing 

·.work, (2) .Bbsence ·of the provision to bind t::e cultivator,_ who 

-·borrows fl'oc the .. credit. society, to. sell his produce through the 

marketing society,. ~3} ab_sence of any follow-up ln the form of 

effective participation in the management of credit and ~lso 

marketing societies through St!lte nominees after State participatio·• 

in shars cepital, (4) inadequate rep:resentetion to credit societiee 
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on the managing cocoittees of o~rketing societies, (5) defective 

by-laws which did not-effectively prevent cultivator-cum-traders 

from being on the m~n<gir~ comoittees, and (€) cbsence of specific 

provision ln tlle by-l<;ws ~·s in Burd.wan. .Ul these resulted in the 

marketing societies being domin~_-ted by urban-oriented interests 

and'traders which rendered ineffective efforts aiced at promoting 

co-oper~tive marketing and effecting interli~ing. 
' ·' Fror.J. the foregoing account, it will be observed that merketi•.; 

and linking made little or no progress at- 1i>ll. The chief f~·ctors 

hindering the development of co-operetive merketing could be 

bro~dly classified under 6 different he~;Cis, viz., (l) we cit credit 

structure, (2) overlapping of functions c:nd jurisdiction~· (3) leek 

of representation to credit societies on marketing societies, 

(4) l~ck of proper planning, (5) absence or inade~uacy of co­

operativelY owned processing f~cilities end (6) l~:ck of strong 

apex organisation. 

·Development of co-operative credit end rncrketing being 

complementary to each other, the strength or wepkness of one 

affect-s the 'other. Where the ·co-operi·tive ·structure is weak and 

co-operative loans inadequate, the cultiv~o>tors depend on private 
' credit even for production purposes as a result of which theY ~-re 

forced to .sell their produce 
We 0k credit structure 

through treders,.thereby rendering 

·ineffective the entire arrangement for developing co-operative 

marketing. Thus,from the point of view of -the cultiv~o>tor, . 

he cart-be induced to seil througli'the marketing. society 

only if his dependence on th~ trader is systemetically reduced. 

This· is the main, perhaps, the: sole reeson why-~'large number 

of cultivators reported sales through -traders even where mar­

keti'Og societie-s h;;d undertaken marketing. 
. '..L. i 

In as many as 21 districts covered by the Fol!ow-up 

St:.rvsys 1 the co-operative credit- structure ·wis weak; these · .. 

districts were mcinly. from Bih<.l'; Wast Bcllff;-l, Ri ;hsthan , -

M;,dhya Pr=-desh and. Uttar Pr<'desh. It 5.s not surprising, 
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therefore, that the perforciance of co-operctive mar­

keting, let alone its development, was not at ~11 

significant in the majority of the districts. This, 

however, is not to imply that where the_co-operative 

credit structure is strong the development of co-opera­

tive marketing is assured automatically. For inst~nce, 

in vlcst G:>::'<·v~,ri, Ccimb~tore, Cl:ingleput, T:·~!jore and 

Krishna districts ( fr•J:a M~d.r~:s .:nd Andhr.: Pradesh) 

where. the co-operative credit structure 't/f>S strvng 

there "'ere hardly any sales through co-oper,.,tives. 
. -

But this again w'as due to the limitations in other 

directions such as ·absence of co-oper"'tively owned pro­

ce~>sing facilities, domin.,tion of powerful vested inter~sts, . 
improper location of marketing societies, et~. Never-

theless, the importance of a sufficiently strong co­

operative credit structure as an essential basic pre­

requisite for the devalopcent of co-operc•tive marketing 

can hardly be minimised. 

In 14 districts out of 37 covered by the Follow-up 

Surveys, some or all (selecte~i) m~.rkeping societies were 

found to be undertaking credit. activities legitimately 

entrusted to credit co-operatives and vice-versa, This 
. . . ~ .• - . 

was particularly conspicuous in Gujarat, Maharvshtro, - ' . . 

Mysore, Utt~r Prl.!desh and West Bengal.-- The ·dou"!Jle· dis- .. 
.. . ------- -· 

advantage of this prrctice:was that the nic>rket±Og"""societies 

tended to evince less keenness to unp_ert~.:ke_ th~ir 9ther 

Ovqlapping of functions 
;;nd jurisdictivn . . 

more- pressing functivns 

processing, etc., end more importc>ntly they were not ec>ger to 

rendel' recover_y service to the credit societies by forging. 

inter-linking. 'Similarly, in the absence of .clear cut alloc~o>tion 

of functions between· primary m~rke"ting so<:ieties and district/ 

regional marketing societies, there were instances of the 
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latter type of institutions undertc:king marketing activities 

in c:rec:s ~1here primcries existed ~end operc>ted. In· so:1.e ca.ses 1 

.:ven the by-l,·ws provided for such t>Ctivities. Broach1 .Sorath1 

Ahl:ledc:bad1 Dhc:rwc:r, Hissc:r to cention a few1 were .,mong the 

districts where such overlapping of functions and jurisdiction 

wrs noticed~ However, froc the point of view of marketing, 

overlc:pping ot jurisdict~on, and he~ce functions between the 

carketing co-oper.,tives thecselves, hc>s greater adverse impact 
. ' 

than overlapping of r"unctions and jurisdiction between them 11nd 

credit co-operatives·. 

Though circumstc:nces le<·ding to overlao'oing of jurisdiction 

c:nd functions have no doubt varied widely, in most cases it owed 
> • • 

its origin to the haphaza]tlmanner in l~hich the societies were 

organised either de ngvo or by conversion. DepCJrtmental t>Oxiety 

to achieve the 'physicd tp.rgets laid down, as also, in so_ce cases,' 
' ' the inefficiency of departmentCJl action in subduing the re~i-

- ) - . 
trant societies to accept the concept of open membership were the 

mc:jor ~actors thClt led to the indiscriminate orgc:nisc:tion of socie-
• . . . . . . 

ties without due attention being pc>id to delimiting jurisdiction 

t·nd functions. 
> • ' 

More often than not the c~edit societies locEted· in 

the area of operation of marketing societies had little 

voice in the- canag-ement of marketiilg societies. The latter, 
,1• 

Lvck of reoresent "tion 
of credit societies on 

. cnrketing societies 
'' . . ' -· 

in most c c>ses, were domin~·ted 

by ihdividu<>ls who were 

m;inly tr<>ders or bigger 

cultivator-cum-'trtders who availed of the facilities offered 

by m~1rketing "Societies for the_~~.J2!'i:..~ate_int_~_re§t. _ _%hey 

~ven discouraeed marketing societies from undertaking 

marketing activities. All these hc>d their impact on the 

m.,rketing, recovery and pledge finance operptions of the 

ctrketing co-operatives ClOd set at nought the· efforts 

directed towc:rds establishing an organic 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 indiscriminate orga-

nisation of societies were the main contributory factors. Moreover 

where societies were formed by conversion of erstwhile consumer 

stores or sales unions which already had predominant membership of 

individua~the membership pattern continued and group interest 

prevailed. One of the important co.nsequences of this situation 

was that some of the credit societies did not have confidence in 

the sale societies and naturally they did not put in 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 

Follow-up Surveys show that in most 

ca~es, the organisation of societies was not preceded by a careful 
. . . ' - . 

study of. normal.II!arketing channels. and trade .Practices. Moreover 

the offices of societies, as for instance in Dharwar, Ahmedabad and 

Etawah, were located ~t.urban.or semi•urban areas and hence there 

was no contact with the rural hinterland. Even the existence of 

regulated markets did not encourage sales through co-operatives 
c - ~ ..; • ' 

because, apart fro_m the::j,nadequate flow of produce to these places, 

. the marketing co-operatives on their part did little to develop 

them by ·'building up a go~d net work of marketing organisation for 

pooling, transporting and grading before sale and by introducing an 

element of collective bargaining at the time "or auction, with the 

result that "the marketing· societies were ·nothing more ·than commission 

agent shops which gave rise to unhealthy trade practices_ such as 

granttng of trade ~redit, etc. Many of them had not adjusted .or 

reoriented their operation practices to meet the requirements of 

trade in general. and those of part:Lcul~r c~mmodities traded locallY 

to perform the role of an ~fficient ·market functionary. Moreover, 

·a weak co-operative marketing structure coupled with a weak credit 
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structure only strengthened the bands 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-operative marketing of 

produce such as wheat and maize can 
~sence or inadequacy of 

co-op~rat~~ely o~e~ 
processing facilities 

perhaps be developed irrespective 

of the existence of processing 

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

groundntit and sugarcane forms art·integral part of the marketing 

process itself. Unless, tlie'refore, both the facilities of process­

ing arid marketing are simultaneously available with one and the same 

agency, the cultivators would prefer to sell their produce to other 

processing agencies or sell it to ·traders or commission agents or 

wholesalers so as to avoid altogethe:r the problem of processing.· 

. Thus, it would appear that .in the absence .9,f processing facilities • 

co~operatives w~uld_be handicapped in developing their marketing 

business. 

In fact; this was so in many'of the districts. For instance, 

- dependence on privately owned cotton gins and presses which resulted 

.. in adUlteration of cotton enhanced the difficulties of marketing 

. cotton in Dharwar ... Simiiarly the 'experien~e ·of sugarcane co-opera­

tives in Monghyr and Deoria in d.,aling with privately owned sugar 
' . - - r. ·- .. , . 

factories was also not quite satisfactory despite the legal protec-

. tion they enjoyed in the matter of (Usposing sugarcane. All these 

-'tend to highlight the importance ot co-operatively owned process in& 

facilities fQr a:s~isting the'd.evelopnient of co~operative marketing. 

O.ut of 37 distl"icts. covered by the surveys, processing 

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

distric_ts., viz., .~roach,_ Sorath,_ Quilon, .Tullundur and Ahmedabad. 

Apart.from the fact _that attempts at_systematic development of . .) ----

co-operative processing were in~ti~ted only recently, the very slow 

progress made so far is attributable to a variety of factors among . . . 

which the mo.re 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 Finan~e 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 procesaing 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 rapid pace than marketing resulted in a surplus processing 

capacity as compared to the supplies available through the marketing 

societies so much so that the marketing societies undertaking 

processing had to depend largely on the traders to keep the plants 

running even at the cost of exhending to them the same credit 

facilities as to the cultivators. Though this and allied problems 

may be unavoidable during the initial stage, it 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 was also the problem of.deciding.whether the co-operatives 

should be encouraged to set up new units when the existing capacity 

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

acquire the existing privately owned processing plants. 

According to ~he recommendations of the conferences on 

Marketing and Co-~peration held at EYderabad and Jaipur, the co-ope­

rative marketing structure was normally 
Lack.~f strong apex 

organ:!,_liatiOJi to consist of two tiers, viz., the 

primary marketing society at the taluk level and an apex body at 

the State level. In special circumstances, intermediate (regional) 

federations of primary marketing societies were to be organised. 

During the period covered by the four Follow-up Surveys, apex 
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bodies we~e 1n existence in all the States at one time or another. 

Ho~rever, in 5 States they came into being only in or after 1957-58, 

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. An 

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 societies did not 

.always dispose of their produce through this organisation. 

In the absence of higher types of marketing co-operatives 

either at the regional or State levels,. the primary marketing 

societies 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 

their 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 
.J 

Committee in regard to land mortgage banks, inter alia, includedl 

1 l 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 organisation of primary land mortgage banks which should be 

preceded by an enquiry into the conditions of each area,particular!:· 
. 

the demand for long-term loans; 3) granting of long-term loans f0-



- 33 -
.. 

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 purpose 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 hinderances to the development of a simple and· 

effective system of land mortgage banking; 5) disbursement of loans 

in instalments according to a phased programme of the execution of 

the project; 6) employment of adequate and trained supervisory 

staff to ensure co-ordination of credit with planned agricultural 

development, assessment of technical soundness of the project in 

respect of which credit has been asked for and verification of the 

actual utilization of credit and 7) provision of guarantee by 

State .Governments for a specified period for the difference between 

the value of land before and after the improvement. 

By the end of June 1960, central land mortgage banks had been 

established in all the States except Madhya Pradesh (since establi­

shed during 1961-62). Central ):.a,nd Mortgage Banks in the States of 
. j - ' 

Andhra Pradesh, Madras, Maharashtra, MYsore and West Bengal were 
- . . " -

established on a federal basis and functioned through the primary . ,- ' . .. 

land mortgage banks. The jurisdiction of a primary land mortgage 

bank ranged from a .district in Gujarat1, Maharashtra and West Bengai 
~ . .· . 

to one or two talukas in Andlg•a Pradesh, Madras and MYsore~ These 

were also the States where the land mortgage banking was comparati­

vely well-developed. In other States, the development of land 

mortgage banks_ could be said to be still in its infancy, as for 

example, in Madhya Pradesh where loans were advanced by the land 

mortgage banking section of the central co-operative banks which 

functioned as agents of.the land_mortgage department of the Madhya . . 

.Pradesh State Co-operative Bank •. Further, in Punjab, though the 

p~imary land mortgage banks had been established in some-districts, 

they did not function_at all. In Kerala, the central land mortgage 

bank financed directly and had no branches of its own upto 1957-58. 

1 In so far as Saurashtra is concerned the central 
land mortgage bank functioned through its branches. 
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In other States such as Bihar, Rajasthan and Uttar Pradesh, the 

central land mortgage banks had not commenced operations during the 
. . 

surve~ years but proposed to grant loans through the agency of 

central co-operative banks. By the end of 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 enqPir'' 

into the demand for long-term credit,consequently most of the primary 

banks became financially weak and non-viable units, which could not 

employ adequately trained starr • 

. Though according to the.recommendations of the Rural Credit 

Survey. Committee, the land mortgage banks were required to dis-
, ' .. 

courag~ the grant of non-productive loans and adopt a more positive 

policy of ~ranting loans for land improvement, it was noticed that 

during survey years in some States like Kerala, Madhya Pradesh, 

Madras and Maharashtrat loans were being mainly advanced for repay­

ment of old debts. Only in Andhra Pradesh, Gujarat, Mysore and 

vTest Bengal bulk of the loans were advanced for productive purposes 

such as improvement on land. Subsequently, however, the emphasis 

shifted to loans for improvement on land from loans for debt 

redemption in Madras and Maharashtra, but still in Madras, loans 

for repayment of old debts were quite substantial. Iri Gujarat 

(Sorath), the mode of valuation took into consideration the antici­

pated increase in the value of land as a result of the proposed 

improvement. Loans in instalments phased accordirig to the stages 
. . 

of improvement effected were'granted in Gujarat, Maharashtra, 

Madras and l-lysore. Further, except in Gujarat, the loan policy 

and operations of the majority of land mortgage banks were comple­

tely unrelated to the agricultural production programmes of the 

State Governments. Duration of loans was also not linked 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 

to 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 loanw 

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

In. practically all States, even after the recent land refor~s; 

the land mortgage banks continued to experience some difficulties 

in expanding their business, although the reforms had resulted in 

abolition of intermed~ary interests, e.g., in Punjab and West 

Bengal owner-cum-tenant cultivators had no transferable rights in 

land. _In Andhra Pradesh and Mysore, protected tenants, though 

eligible for membership, were not advanced any loans. In Madras, 

the lands in Zamindari areas were not accepted as security. In 

Maharashtra and Gujarat, however, the difficulties were minimised 

by the State Governments by agreeing to make good the loss upto 2 
' 

per cent of the loans advanced, or the actual loss, whichever was 

less, arising out of a fall in land values resulting from land 

reforms. 

Arrangeme~ts in r~gard to supervision over utilization of 

.~cans we~e_generally sat~sfactory in.Andhr~ Pradesh, Madras and 

Myso~e.while in Gujarat these were not quite satisfactory, since 

a~~ the rules regarding utilization.of loans were not strictly . . ' .. 

enforced; Supervision wa~ inadequate i~ West Bengal where mis­

_utilization of loans.was reported on large scale. 

To sum up, the land. mortgage banks may be grouped into three 

categories on the basis of the level of development and type of 
. ' . 

loan policy: 1) States where efforts were made to reorient the 

policy to increased production; 2) States where such efforts were 

not made; and 3) States where land mortgage banks have only begu~ 

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 and reoriented 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 restricted 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 w~s not concerned with the 

end-use of loans. In the last category come the States of 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 

policy. 

CONCLUDING REMARKS 

To sum up, the most important conclusion thrown up by the 

foregoing discussion is that the progress of co-operative develop­

ment, as observed in the districts 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 

Gujarat, where not only the co-operatives had developed to a greater 

extent than in other States but the progress recorded in the two 

States over the last few years was also at a faster rate inasmuch a~ 

the share of co-operatives in the borrowings of cultivators had 

shown a substantial increase since 1951-2 in the districts from 

these-two States. Even, 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 

States,·the planning of co-operatives-Was relatively·comprehensive, 

and covered a good many· features or the Integrated Rural Credit 

Scheme. The institutional structure was also strong, with predo­

minance of large-size or viable societies at the base managed 

generally efficiently by trained secretaries and, at the district 

level, with strong central banks, economic in size and operations. 

And more.importantly the banks had also adopted the principles of 
:' •' 

the crop loan system, the core of the credit administration policy 

embodied in the Integrated_ Rural Credit scheme. The marke~ing 
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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 ascrioable to 

the efforts made to introduce the Integrated Rural Credit Scheme. 

It should be noted, however, that the process of reorganising th~ 

credit structure and reorienting the credit system on the very 

principles embodied 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~~~~ 
~ 

Maharashtra~ Gujarat but at some distance. In these States planning 

was fairly 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 distinct 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 societies 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 dispensation 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 Integrated 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. 



APPENDIX TABLE I 

.IMPORTA1'T INDICATORS OF CO-OPERATIVE DEVELOPMENT 

---.----------:--:-----------~~----------------------------------------------
State District Proportion Average Proportion Proper-

o~ cUlti- borrowings or borrow- tion or 
vating from co- ings from dormant 
families operatives co-opera- socie-
borrowing per culti- tives to tiesl 
from co- vating total 
operatives family borrowings 
(Per cent) (~) (Per cent) 
A.I.R.- Fo- A.I.- Fol- A.I.- Fol­
C.S. 11ow- R.C.R. low- R.c.s. low-

~1951- up _ 1951- up 1951- up 
2 - sur- - 2 · sur- 2 - · sur-

veys veys veys 
------------------------------~---------------1 2 3 

" . 4 6 7 

------------------~~-------------------------------------------------~-----
Maharashtra-. East Khandesh _ 

. Ako1a 
Gujarat 

~!Mysore 

Madras 

Andhra­
Pradesh 

Kerala 
,_ 

Punja,b 

•Uttar­
Pradesh 

Madhya 
Pradesh 

Broach -. 
Sorath 
Abmedabad 

.- Dhaniar 
Bijapur 
-BangalO}',~ .. · . 
Coimbatore 
Ching1eput 

· 'Tanjore 

' West Godavari 
•, :Nizamaj:>ad " 

-Cuddapah · 
Krisi:J.n.l!-
Quilon 

' Ferozepur 
Jullilnder 
Hissar _, 
Mohindergarh 

Eta wah 
.. · .. Deoria 

· Mirzapur 
Kanpur 

Mandsaur 
'· Sagar, . 

· Bilaspur 

West. Bental ·Nadia 
:Burdwan 
Jalpaiguri 
Midnapore 

. ' 

•• 
8. 

21 

4 

•• 
5 

5 
1 · .. 

•• 
10 
6-
4' 
. ·. -

•• 
3 

34 
17 

25 
30 
31' 

11 
19 

3 

6 
7 

17 

23 
- 2 

3 
13 

1 

.9 
10 .,, 23 

o.r·- 13 
.: ~ 

··-

•• 
18 ' 

':!:.' 
0.1, 

•• 
4 
2 
,- . 

• •• 
1,_, 

0.2 
2 

7 

14 
19 
11 
16 

10 
7 

16 

1 
1 
1 
9 

J 

• • 
10 

96 

72 

•• 
11 

18 
2 

•• 

18 
5 

.. 7 

• •• 
13 

... 
23 

• • 
: '15 

4 .-
. .. 

- 7 
7 

• • 
2 

2 

UL- •• 
51 7 

152 
216. 
188 

46 
58 
11 

15 
49 
19 

32 

6 

• • 
6· 

4 
1 

., .. 
·• •·- .. 

48 
31 

33 
38 
42 

21 
19 

4 

7 
19 

8 

99 3 22 
6 

12· 
54 

·-~~ .· ~ 
:~·:·~.. 11 

·.· -
l'T 5 1 

' 
.28 o ; ' I ,·, 5 
96 . ~-9 -: 27 
7s·': ·,·o:a ·- 14 

9 ._ . 2 

17'•• .••. 
9 s· 
9-=---:: 3 

21 0~1. 

23 ' .•• 
19 . 1 

'27' 9·- -. 

2 
4 ~ 

1 ' 
16 

. .. ~ .. . -. 
2 

0.3 
2 

11 
6 
7 

11 .. -· 
8 
7 

62 

1 
2 
1 

11 

Bihar -. Gaya.·;._ -· " • • - ., • • • • 
· MonghYr' o.r ·4 3 ~o.l 2 

5 _. __ .. Bhagalpu;r _ ]._ _'!_ __ --~---- __ 3 0-~-

6 
9 

6 
12 
64 

··4·· 
6 
7 

6 
17 

'-37 
8 

57 

5 
. - 5 

14 
14 

12 
3· 
2 
6 

9 
3 

- ·81' 
42 
63 
35 

66 
52 
28 

Rajast'tl!m- L Bi!raner-~: : -- • • - _, -~. - - •• ~-
Jatpur ~ · · -· 12 · <: 21 7 17 

. Barmer . • 3 __ 15 _ 8 7 __________________________ :,.._ ___ ..._ ____ ~_;..,.:;., ____ ,;_ ____ ~r.----------------------
1. Refers to prop6rti9n b~ smru.1 size dormant· societies til cash o~ 
districts selected~for~ourth-Follow-up Survey. 2. No primary 
agricultural credit societies in Bikaner. ·-
Note: The districts not- included in the 1951-2 Survey are indicated by( • •) • 

A.I.R.c.s. - All-India Rural Credit survey. 
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State District 

Member­
sqip per 

,100 rur­
. al cult­
ivating 
fami-

1 lies 

8 

_.U.L PRll'ull\Y 'CREDIT SOCIETIES­
IN THE DISTRICT 

Paid- Depo- Work- Adva- Over-
up sits ing nces dues 
share. per capi- per as per-
capi- 100 · tal 100 centage 
tal culti- per culti- of adva-
per vating 100 vating nces 
100 rami- culti- fami-
culti- lies vating lies 
vating fami-
fami- lies 
lies~) (~) (~) (~) 

9 '10 11 12 l3 
-----·---------------------------------------------------------------------Maharashtra 

Gujarat 

My sore 

?.fadras 

.t.ndhra 
Pradesh t 

Kernla 
., 

Punjab 

Uttar 
Pradesh 

~ladhya­
Pradesh 

' ;tl'est Bengai 

Rajasthan 

East Khandesh 
.Aitola 

-Broach . 
Sorath 
Ahmedabad 
Dharwar 
Bijapur 
Bangalore 
Coimbatore 
Chinglepilt· 
Tanjore · 

West Godavari 
Nizamabad 
Cuddapah 
Krishna 
Quilo·n 

Ferozepur. 
JUllunder­
Hissar · • 
Mohindergarh 
Etawah . 
Deoria 
Mirzapur .· :· 
Kanpur ·· 

Mandsaur·. · 
sagar ·_ · 
Bilaspur• 

Nadia· 
Burdwan · 
Jalpaiguri 
Midnapor\!!· 

Gaya. . 
Monghyr ~ 
Bhebalpur 
Bikaner I· 
JaipJ,Ir 
Barmer 

62 
58. 

.39 
50 
48 
66 
31 
·28 
36 
46 
31 

1142 
_.,109 

86 
40 

55 

32 
'132 2 

40 
22 

27 
22 
24 
25 

20 
. '11 

17 

'24 
22 

·. '70 
16 

12 
. '14 

9 

18 
12 

4114 
1440 

4713-
3616 

. - 7403, 
302i 
1723 
443. 

1182 
565'. 
75Q 

2160 
1328 

726 
179l, . 
. 945 

12115 
5966. 
1246' 

846 
683 
651' 
712 
796· > 

764 
322' 
3513 

258· 
337 
93' 

279 

85 
197• 
182 , 

494 
224' 

560 
2270 
2149 

466 
1112 

936 
164 
43 

351 
369 
370 

1410 
16 
55 

328 

207 

594 
9130 

407 
242 

89 
80 
28 
69 

84 
57 

298 

90 
53 
17 

120 

23 
23 
46 

48 
11 

19095 
16193 

14336 
9382 

20881 19710 
15428 14853 

2036 ' . 17706 
17590 

7402 
3575 
6689 
4946 

. 5147 

15436 
5832 
3037 

13?23. 

2303 

5588 
28945' 

6788' 
3726 

1842 
'1814 
-2020. 
2442 

4617 
2949 
;3198 

9838 
3361 

1737 
4456 
4104 
4322 

15796 
J 2197 

1101 
10890 

903 

4216 
15224 

4189 
1936 

1313 
1288 
1359 
2677 

2749 
'2962 
'2606 

22 
35 

5 
7 a· 

48 
'67 

4 

11 
6 

13 

7 
42 
56 
11 

·37 

f '41 
32 
42 
26 
39 
30 
14 
10 

14 
5 
2 

1719 
1809 
. 434 
1815 

466 
1389 
106 

1088 l 

73 
. 33 
. 60 

27-
. ! . ..!.. 

375 
590 
604 

1842 
1361 

130 
280 
227 

1799 
1.009 

67 
34 
63 

9 
"9 _, 

-----------------------------~-------------------------~---------~---------(Source ., The General Revi~)V Reports on the Rural··-credit Follow-up 
Survey, 1956-57, 1957-58, 1958;..59 and 1959,;,60). · ·· 

. -1. 

2. 

' i 

Refers ~a membership per 100 rural families only in·case of 
districts selected for Fourth Follow-up Survey. . -
Exceeds 100 because. of the exclusion of: cultivating labourers 
residing in the .rural ar·eas and agriculturists residing·.in urban 
areas- from the estimates of rural cultivating families; : · 

f No primary agricultural-credit societies in Bikaner. 
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SHARE OF CO-OPER •• TIVES IN THE TOTAL BORROWINGS 
OF CULTIV.'.TING AND RURiU. F,iMILIES 

--------------------------------------------------------------------------· · Tot9.1 borrowings Loans · advan- Column Column 3 
during the year ced by pri- 3 as % as % of 

State 1961-62 ) mary agri- of column 2 
'Crores of ruBeesl cultural Column 1 
Culti- Rural credit so-
vating families cieties 
families during the 

year 1961-62 
(crores of 

rupees) 
------------------------------------------------------1 2 3 4 5 

-----~--------------------------------------------------------------------
Maharashtra 82.5 91.6 42.2 {-2 51.2 46.1 

:l5·q 
'-tt 

~,.$ "liO• 0 
(}ujarat 70.9 86.2 :tl;:;:! lB:::6 ~ 

My sore 80.2 92.5 13.8 ~~.S'" 17.2 14.9 

Madras 100.9 125.2 28.9 tC"/ 28.6 23.1 

:mdhra Pradesh 110.0 127.6 21.4 3 <t 19.5 16.8 

Kerala 41.1 44.3 6.5 7~ 15.8 14.7 
•• 

Punjab 59.4 85.0 15.0 ~ 25.3 17.6 

Uttar Pradesh 162.4 188.7 38.0 9 I 23.3 20.1 

Madhya Pradesh 73.9 83.3 18.4 2-3 24.8 22.1 

Jammu & Kashmir 7.5 7.9 1.3 J'/17.3 16.5 

Il.ssam 5.5 6.7 0.3 t<{ 5.5 4.5 

Bihar 60.9 71.0 2.5 ~ 4.1 4.1 

Orissa 13.1 15.7 3.3 l4j 25.2 21.0 

'tlest Bengal 48.1 ·66.0 4.6 I&J 9.6 7.0 

Rajasthan 105.4 122.2 5.4 ?.. t 5.1 4.4 

J.ll-India 1034.3 1237.4 228.3 s 18.4 

-------------------------------------------------------------------------
(Source : Provisional estimates, All-India Debt and Investment 

Survey, 1961-62 for Columns 1 and 2 and the Statistical 
Statements relating to the Co-operative Movement in 
Ind1a,_l96l•62 for column 3). 

J/-



. . 
Trends in development of co-operatives in the 
context of the Integrated Rural Credit Scheme: 
An assessment based on the Rural Credit 
Follow-up Surveys 

The Division or Rciral Economics has completed so far four 

annual'Rural Credit Follow-up Surveys; The first survey related to 

·thE! ·year 1956-57, the second to 1.957-58,-the third to-':1958-59 and the 

fourth to 1.959-60. In all, the surveys covered 31 districts 

distributed over twelve States excluding Assam, Orissa, Jammu and 

Kashmir and Uriion·territories. Of these 37 ·districts twenty-seven 

were also covered by the All: India Rural Credit Survey 1.951-52. 

· · Table l. --'Names oi districts investigated ·in· the Follow.!up Survevs ----:-·-----------,..;.-_____ .; ___________ .:.;. __________________________________ _ 
.. " ~-- .. '- . . ' . . - -

First Follow- Second Follow- Third Foll.ow- Fourth 
States up Survey:. np Survey :.up Survey- Fol.low-

1956-57 1.957-58 1958-59 up Sur­
vey 
1.959-60 

------------------------------------------------------------------------
Andhra,~adesh. 

Bihar 

·· Gujarat 

· 'Madras . ; ' 

·Madhya Pradesh· 

· Maharashtra 
• 

MY-sore .. 1. . . 

- .. Punjab 

Rajasthan .. - .· •'"' 

Uttar, _Prade_sh 

West J3engal 

Kerala 
\. . 

I J •• ' • 

' . 

1 . • ·• . • 

West Godavari 

Gay a 

J.Broa~h 

Coimbatore 

Mandsaur 

East Kb.andesh 

Dhaiwar 

Ferozepur 

. Bikaner 

Eta wah. 

Nizamabad 

Mongbyr 

· Sor'ath 

Ching1eput 

Sagar· 

· llll:ola 

Bangalore 

Jullundu~ 
... .· 

. ,Taipur 

Deoria 

;Burdwan 
• ; ·_ .! ~· • 

.~Uon ·: 

Cuddapah 

Ahmeaabad 

·. 

Hissar 

Mirza pur 

Krishna· 

Bhagalpur 

'Tanjore 

Bilaspur 

Bijapur 

Mohinder­
garh 

·Barmer 

JaLpai?\ll't 1-!idnapore 

------------------------.---------------------------------~----~----------

A:;ses;;ment of the progress of the. Integrated Rural Credit Scheme was 

one of the major objectives of the Follow-up Surveys. The findings 
. .. . 

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

a~ a District· Report on each o~the districts surveyea. -T~e pbject 
. . 

of this note is to examine on the basis of_ these reports,- the· trend 
.. . . . . 

in development of co-operatives in differen~ states in the context of 
- ' 

the Integrated Rural Cred~t Scfieme and ascertain the !actors that 
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may have- been responsible for the inter~state variations in the 

development. 
• 

The first limitation of-the note is _that the findings of the 

Surveys relate to the ~ifferent r~ference years and not for a uniform 

Limitations of data year.for all dist.ricts. Secondly 1 -it 

is likely that some changes might have taken place after the 

completion _of these Sll;l"Veys, though, to the extent possible the 

information ,h,as been attempted to be brought upto date on the basis 
. . . . . . . 

-of inspection reports and oth.e~ available"sources. Thirdly, the 

_:o_ncl,ll_~ions dra~ _ in_~h_: Follow-up Survey: Reports a::! -~-as_ed _on the 

·--sample-data in respect -o-1'--the --selected- -rlistricts -onl-y.-- -Thlls-, when a 
. - ~ - . ,., 

reference is made in the~ote to a State it really means the condi­

tions prevailing in the districts selected from the State during tti.,..' 

--respect-ive reference -years. -

A l':SESSMEN'r OF LFVEL' OF DEvELOPMENT. 'ni DIFFERENT 
. . . ·~'1'4TF..~ . 

,,rThe .important indicators of tl).e lev~l of develo}>men~ of co­

pperatives are the prop?rtion of cultivating population c_overed by 

societies, the proportion of families borrowing from co-operatives, 

the pro;>ortion of amount borro~~d .from co-operatives to, the t_otal 

• . borrowings, the percentage increases in these indicators over a 

pe:riod, et,c. These. data_,~re set out iq. re:;pect of all the selected 

d i~tricts covered by the four Follow-up Surveys in Appendix T"able 
. - -

Thte data brings out the rollowing salient points. 

1) -The proportion of ·dormant societies was very high :i.n t.he 

"St~tes' ·oi'' Bihar and West.' Bengal (ranging between 35 to 80 per cent), 

whoereas in most districts"'rrom other States it was below 10 poer cent, 

- . . 
2) The proportion: of rural population covered by co-operatives 

wa:s also,-. among the- States, very low in Bihar-, West Bengal ancd 
Ra;jasthan. And if the membership of dormant societies is exc2uded, 
--------------------... ----------------------------.---------------------* '•or the 37 districts surveyed in the tour Follow-up Surveys, 3 out 
~f 11 districts selected for the first (with Xkm 1956-57 as a period 
of reference) 1 12 of the second (with 1957-58 as a period of. referen­
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 amcong 
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. 



-3-

the proportion of which is sizeable, the rural population served by 

co-operatives in these States would be much· smaller than indicated by 

the figures. 

3) The resources position, the level of advances both in absolute 

terms and in relation to cultivating families, 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 .of.,the.districts belonging to Maharashtr~, Gujarat (i.e. pre­

reorga~ised ,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 cultivating families borrowed from 

co::·operatives! 

5)... The proportion of borrowings from co-operatives to total 

porrowi~~ was also relat~vely high in the districts from Maharashtra 

:and ( (}ujarat (generally exceeding 20 per .cent), followed Q.y Madras 
" . . - . 

and Andhra Pradesh (ranging ~rom 3 per cent to 22 per cent), Punjab 
~ . ·-

(2. per cent to 27 per cent) and Madhya Pradesh and Uttar Pradesh 
.. '· ~· 
(6 per cent to .11 per cent) except Bilaspur (where it was 62 per cent) 

while it. was very low in Bihar 
~ - . ~ 

(nil to. 5, per cent), West ·Bengal - ' .. 

_(1 per .c,ent to 11 per cel!_t) and less i;.b.an 8 per .. cent in Rajasthan • 

T,he ~11-India Rural Credit Survey data OJ?. the share of co:.operatives 

in to'\;fl.l borrowings set out in . Appendix :Table II also corrc;>borate . . . . . . ·• - . 

these inter-,state variations in the level of development of co­

operatives ... 

6) . 'While the advances .. were low,, the proportion of overdues was ... 
very high in the dist~ict~ from Einar .and West Bengal (between 30 to 

70. per cent) as compared to the other States. 

It would appea~ from the fore~oing that eo-operatives were 

relatively well-developed in the dist'ricts from. Maharashtra and 

Gujarat (pre-reorga~sea~Bombay State) folrowed by those from Madras 

and Andhra Pradesh; while in the States· of Bihar, West Bengal and 
' .. . 

Rajasthan the level of co-operative development was very low; the 

remaining 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 others to shifts in 

po1icy at the national level, defective planning at the district 

level, weaknesses in the structure and organisation 9f-institutions, 

and defects in operational policies and procedures. 

VACILLATION AND SUDDEN SHIFTS IN POLICY 

. "-- The Second Five Year Plan 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 

reference for the Rurai Credit Follow-up Survey, 1956-57, the emphas)'", 

"ras on the development of large size societie!!. But during the 

second year of the Plan, 1957-58, there was a slight shift in the 

emphasis towards the organisation of 'small size societies, :Ql!tl passu 
.Ll • • . 

with the orgaJ?.isation of large size societies. At the same time,the 

policy regarding the organisation of large size societies, which, 

together with Stat·e partnership at different levels, forlliea'the main 

component of ·the Integrated Scheme of Rural Credit, came to be 

reviewed by the ·Pianning ·Commiss-ion. In November 1958, the National 

Development Council re'solved that)· ·for the development ·of co-operatiOLl 

as a people's moveme'nt, _it was essential to organis·e-co•ope'rativc::: oA. 1 

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-opei'atives. · Thus, in -tne~-third yea'r· of the plan, the 

policy· regarding the·· organisation' of service co-operatives was 

formulated and ~e fourth year, 1959..:so, witnessed the organisation 

of service ·co-operatives. In the result·;· ·the: policy of organising 

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

in the subsec;.~ent two' years was altered in favolir of organising 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 on the develo:Pment 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 p_olicy discussed above, resulted in considerable amount of 

confusion in the minds of t,he 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 programmes for development of the cooperative 

movement were drawn up in the Second Five Year Plan. A study of 
. ' ' .. . r --

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 Iritegrated Scheme 
~- ' ' ~ 

of Rural Credit. 

Relatively s-peaking-, the district co.;.operative development ,. 
plans were·comprehensive and carefully worked out in the selected 

•·' • . j:-. I • . --, - : -,- ·: ... 

districts from the erstwhile Bombay state namely Broach, Ahmedabad, . -· . ' ,, 
(Gujarat) East Khanaesh (Maharashtra) and Dharwar (Mysore). In 

these districts the pl~s laid down the. targets in greater detail 
- .J - l . . 

with regard to the proportion of population and villages to be 

covered by the co-operatives, the number of large size societies and 

'marketing societies to ·be organised, the proportion of agriculitural 

produce 'to'be marketed by-co-operatives, short, medium and long term 

credit to be advanced, etc. But even in these districts, certain 
' -

deficien~ies in the eXisting credit structure were not taken note 

\;r Jhhe ~ormulating the pl~ns. For instance, in Broach and Dharwar, 

the issues connected with-the' und~rtaking of 'marketing of produce by 

credit co-operativ~s and of credit activities by the marketing 

·co-op~ratives were not given due consideration in the initial stages. 
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~n some of the selected districts from Andhra Pradesn and 

Madras, adequate provision for development of primary cooperatives 

was not made. The State Governments did not give clear policy 

directives to central financing agencies regarding orientation of 

loan policy. In Chingleput, a concerted effort was not made to merge 

the small societies located in the expanded jurisdiction of new 

societies. In Cuddapah, the target's were not fixed fo.r 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 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 credit societies and for 

shor~, medium and long term loans, the plans for Etawah and. Deoria 

did not provide for organisation of large size societies, State 
I 

participation, financial assistance by way of godown lo~ns and 

subsidies and management subsidy to large size societies and marketing 

societies. The plans did not ·provide for reorienting the structure 
. . . 

before expanding the ~ovement. In Mirzapur 1 large s~ze societies were - ' - ,_ . . . 

formed by amalgamation during 1956-571 but not enough·'consideration 
. 

was given to make their area of operation compact and manageable, 

inasmuch as some societies covered 40 or mQre villages each and had 

a radius of 6 to 9 miles, The co-operative plans in Kanpur were 

formulated in greater detail for var~ous aspects of. the co-operative 

movement as in this district, a co-operative development (pilot) 
-project was initiated in Nauranga with tho idea of introducing the 

important-features of the Integrated Scheme of Rural Credit. 
. ' - ' . ' ' ::. I -

fixed 

In Akola (erstwhile Madhya.Pradesh),Mandsaur ang iagar, 
- .. . • ; . • 1 ~ - • 

in the ·pl~ns were generally co~prohensive. The district 

targets 
' ' 

co-

operative development plan in Bilaspur1 ~owever, did n~t lay down any 

t.argets for proportion of villages to be covered by co-op~ratives or 

the volume of advances to be given by the primary agricultural 

credit societies.· 
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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 less stagnant, there was no systematic·programme for liqui­

dation of hopelessly bad societies, for realization of loans overdue 
. 

to societies, or to correct other weaknesses in the structure. The 
. . . 

co-operative development plaris did not lay down any physical ~arget 

even for coverage of villages or for increase in membership and volU11e 

of advances~ The plan in Jalpaiguri made n~ provision either for 

long-term finance or for revitalizing the land mortgage bank which 

was dorma~t si~~e-its establishment i~ 195a.· The-advancing ~f consum­

ption or Kind lo~ns th~~ugb co-operatives with reasonable limits was 
·. 

an important need of the cultivating families in Jalpaiguri where 

grain,'ioans playa~ an important role in the credit trimsact:i:ons of 

the cultivators but thiS d:i.d not receive due consideration in the 

district development plan. 
-! .. 

·In the. absen~e' ~f properiy planned programme; the organisatior. 

oi: co.:.opera'ti11-es~ gave ~ise to ~uch defects as overlapping of juris-

diction, dual membership ·and even overlapping of functions as for 

i.tistance· in Nadia and .. Jalpaiguri. Ad~quate attention was not paid to 

the compactness of the area of operation in organising societies; as . . 
a result, many of the 'large siz'e societies in Burdwan and' Jalpaiguri 

were burdene'a 'with an uhwi~ldy area of operation. 
. . . 
No efforts were 

made at organi~ing credit. unions despite' ~h~ weak co-operative 

strubture in ttie~·a· di~'tricts". 1 

As st~-t~d earl:i.er; during 1959 the emphasis shifted from largtJ 
. . 

size societies to seryice_ co-op_eratives. A study of the procedures 

adopted_, in _organis.ing service _co-operatives generall,y conveys the 

impre~sion that by and large,: the organisa~!o~ of service ~o-opera­

tiv~s wa~ not pr~ceded by well planned pr~motional efforts or proper· 

understanding of the type of functi?ns which the service co-operatives 

were to undertake. Consequently, small size credit societies and, 
.: - . - ··- ..... - -

in. some. cases, as .. in Mohinde~~a~h,. even, large size; societies, were 

converted into servi~ c<;>-.operatives. without in s<;>me. ~ases even 

mod;l:fying the by-laws of the_ societi~_s_ concerned.. The target 
' 
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~indedness of the district co-operative officials 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 i) lack of systematic and coherent 

approach at strengthening the organ-isational 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 c~nstruction of godowns or appointment qf managerial 

staff, ·iv) lack of efforts at planned development of marketing co­

operatives, and v) inadequate emphasis on the development of proce-.. . . . .. . . 

)!Sing co-operatives. The review also, _brings out the. point that the 

p~anning in the selected districts from Maharashtra and Gujarat, tho 

co-operatively well-develope~ States, .was relatively _more compre·• 

· hensive than in the districts from ·wcs.t Bengal, Bihar and _Eajastllan 
- -where no sizeable efforts, either in the plan or in the process 10f 

implementation, were made _to reorganise the credit structure on -the 
! ' . . .·. . . ·' . . 

Hnes re_co~ended by_ the, All-India Rural Credit Surv~y Committee .The·. 

planning in the districts from other States generally covered va:rious 
. . ' . . . . 

aspects of co-operative movemeht but did not dm at introducing .all 
~ - ': _- . . ': . 

the feature_s of the Intec;;rated 'schem~ of Rural Cr.edit. 

UNSI~TI,SF!.CTORY PERFOruU'.NCE OF CENTRAL 
. ~0-0PERJ,TIVE BANKS 

The Tnteg-rated Rural ·credit Scheme assigned a pivotal rol_e to 

the central co-operative banks in the development of co-operatives. 

To ·what.'extent efforts were made to attain this role has been 

a~praised in this section. 

Structural weakness 

Of the 37 distriets, 3 were served by the branches of the 

State· co-operative bank or the respective States and of,the remaining . . 

34 districts~ 20 districts had one eentraL.bank each, 8 had 2 banks 
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.each and 6 had more than 2 banks each. The districts which had two 

Jurisdi:ction 
and size 

or more banks were mainly those from 

Bihar, Wast Bengal and Punjab and in 

some of these there appeared to be technically some overlapping• 

Efforts at amalgaJJation of the banks in districts which had more than 

one bank have not generally been successful. Among the main reasons 

against amalgamation, the JJore important ones appeared to be the 

possibility of a change in the composition of board of directors of 

the banks as a result of the merger, a change in the location of the 

newly organized banks, communal considerations, petty factions, etc. 

·Despite the considerably long peri9d of existence, a large 

majority of banks were still financially not sound and their 

Financial 
~2£!:~ 

operations left much to be d~sired. For 

instance, although the Standing 

Advi.sory 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 entire district, and that a bank should 

normally hav_~ owned funds of Rs.3 "lakhs and aim at ·having a minimum 

working capital of Rs.20-25 lakhs within a reasonable t~me of·its 

organisation, of the 61 central banks in the 34 selected districts, 

23 did not satisfy the prescribed standard for owned funds and 261 

the standard for wor~ing capital. A large mumber of these banks was 
. 

from Bihar and West Bengal where a district invariably had more than 

one bank. 

The financial position of a central bank can better be judged 

by relatiilg it to the number of rural cultivating families in the 

district. In the 61 central banks in the 34 districts, a distinct 

pattern was obsefved in respect of thefr financi~l position. The 

·districts' fDOm the pre-reorganised Bombay State followed by .Andhra 

Pradesh and 'Madras·.in the first group~ -had a comparatively stronger 

financial st.ructure. The working capital and its components, viz., 

owned funds, deposits and other borrowings per 100 cultivating 

families were comparatively higher. in the selected districts from 
.. 

these States than in others. Even ·.within these districts certain 

distinct fe~tures could be observed. For instance, Ilhmedabad and 
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Broach, now in Gujarat, showed the sace characteristics in financial' 

resources as East Rhandesh in Maharashtra and Dharwar in Mysore. A 

.comparison of East Rhandesh with .t.kola transferred to Maharashtra 

froc Madhya Pradesh and of Dbarwar and Bijapur, transferred to Mysore 

£rom Bombay after reorganization, with Bangalore which was already in 

the ¥~sore 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 the~o 

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 cultivating 

families were much higher in these districts as compared to those in 

Andhra Pradesh and Madras. In Andhra Pradesh and Madras the major 

proportion of the working capital was accounted for generally by 

borrowings, and .deposits were comparatively low.· 

The financial position of the second group, which included th~ 

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 from Bihar, West Bengal, and Rajasthan. 

Even in Punjab a distinction could be observed in the pattern of 

development between the bahks organized in erstwhile Punjab which 

w:ere financiallY.,more sound than those which came in after the mergu~ , 

·of the princely States. 

Banks in Rajasthan were of more recent origin and their 

development 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 district.appeared to have 

adversely affected their efficient functioning as strong and viable . . . . 
units. In some· of the banks in these States, the business turnover 

- . . . 
was not even as large as in some ~arge size societies 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 meagre. On account or. their financial weakness thes::: 

banks were dependent mainly.on funds received fron 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- apex 

bank 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. 

The Integrated Rural Credit Scheme envisaged a re-orientation 

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

Extent of adoption 
QL_Crop Loan 

System 

of the Crop Loan System. The basic 

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, evolution 

of these scales of finance· through a democratic process of field 

·workers 1 (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, 

etc. The system also envisaged a methodical procedure for assessment 

of credit requirement of members. 

As ·regards a methodical assessment of the c~edit requirement 

of members, an examination of·the application forms prescribed by 

~ · Loan procedure the oent'ral: banks and the proformae 

prescribed for supplying the information regarding individual members 

by primary credit 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 soc.ieties were not required to prepare 

the normal credit statements on the lines envisaged. The surveys 

revealed. that" there vere in' ttre 'main four types of loan procedures 

in vogue : (i) the central banks had effective power to scrutinise 

the loan applications as in Madras; Andhra Pradesh and Mysore, 

(ii) the peculiar type ~i loan procedure had:~esulted in by-passing 

the managing committees cf the societies which had no do facto 

managerial responsibilities as in MadhYa Pradesh, ·(iii) ~he central 
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bank-pad little effective ~ower to scrutinize the loan applications~~ 

in the case of Punjab, Rajasthan, Bihar, Uttar Pradesh and West 

Be~al, and (iv) the central banks played a significant role in spite 

of .the fact that the loan applications had to be routed through the 

Assistant Registrars of Co-operative Societies and the power of 

supervision vested in the taluka supervising unions w~ch were fedGral 

bodies of primary societies, as in Gujarat and Maharashtra. 

An analysis of the loan procedures in vogue during the Su!":cy 

years indicated that the ideals and practices recommended by the 
the _ _ 

Committee of Direction ofLAll-India Rural Credit: Survey were not built 

into the structure, organization and working of the societies. The 

outpoded and orthodox procedures in vogue since the beginning had 

been followed without making any efforts to effect flexibility at a~t) 

stage, though in a few districts from Maharashtra, Andhra Pradesh, 

Madras, Madhya Pradesh and Mysore, action in this regard, in varying 

degrees, had been initiated. 

Provision or adequate finance was not in operation in any 

States except perhaps ~n the areas· of the erstwhile Bombay State 

and also the areas covered by t_he Full 
~ntum of loans 

in relation to cost 
of cultivation 

Finance Scheme in States like Madras 

and Uttar Pradesh. In these States,the 

quantum of loan was. initially linked to the crop acreage. However, 

the actual.policy followed was f'ar short of the.ideal::pol:icy as the 1 
·-

quant.~ pf loan though related to the eash outlay on crops, was 

linked to the total owned assets or the borrower and the overall 

limit fixed in the bye-laws. In Broach dis.trict of Gujarat, the 

quantum of loan to a member was linked to the acreage of land 

~irrespective of the_ crops grown and to the value of produce sold by 

a memper~through co~operatives. In this case, no consideration was 

give_n to the cost of cultivation of dif~erent crops. In Madras and 

Andhra Pradesh, though some efforts were made to reorientate the 

__ policy in the 1pilot project 1 areas and areas covered by the 'Full 

Finance Scheme 1 there was no appreci3ble change in the loan policy - . . . . 
prescribed by the central banks. Even in part of ~sore which was 

an integral _part of the pre-reorgan~.zed Bombay State where certain 
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features of the Crop Loan System were in vogue, the tenant cultivators 
' . 

wer.e 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 crop acreage on the basis of the estimated 

cultivation expe~ses, in practice, loans were given in relation to 

the assets recorded in the haisivat, In Madhya Pradesh, loans w~r~ 

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

Jaipur q~strict of Rajasthan, th~ scales of finance were related 

either to the value of ~nticipated crops or to the average annual 

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

of estimating credit demand of members based on anticipated production, 

In order to ensure proper utilization of loans it was suggested 

that a part o~ t~e. crop loan should be issu~d in kind and that the 

ill,sbursement of . 
loans in kigd ang 

. instalments 
• 

of the agricultural s.eason. 

cash part should be disbursed in 

instalments according. to ·the progress 

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 sene cases in Madras and 

Madhya ·Prade~h •. In Bihar, the fertilizer loans wer~- ~,~sued in kind. 

In Rajasthan, some societies undertook distribution or improved 
. .. - . 
seeds and fertilizers. as agents of the Agricultural Department of 

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

in cash. 

The· pra:ctice of giving loans in instalments was also observed 

in the pre-reorganized Bombay State. Acco~ding to the practice 
. ' . 

followed~ disbursements were made in two to four instalments taking 

into account the agricultural seasons ror different crops. In other 

States,loafts were advanced in one lump sum and in cash at the . . ·T; -

be_ginning of the agricultural season. 

Recovery of loans appeared more sati~factory when repayments 

were related to the period oi harvest or crops. financed. It was 



-14-

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 Stat~ 

in districts of Madras and l~dhra Pradesh, disbursements and recover­

ies were spread over all thr~ugh the year. The due date of repayment 

was generally 12 months from the dat~ of issue of loans and did not 

often synchronise with the harvesting season. In Rajasthan and 

Svncronisation 
of recoveries with 
harvesting season 

Punjab, disbursements were spread 

throughout the year but here the 

recovery was the responsibility of the Co-operation Department unlike 

Madras and Andhra 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. 

According to the Rural Credit Survey Committee, supervision 

should' be the legitimate function of apex banks and co-Qp.erative 

Supervision by central bank central banks. A study of the pattern 

of arrangement~ regarding supervision indicated t~t, even in the 

fourth year of the Second Plan, hardly ·any ~fforts·at its reorients-
.. 

tion were made in many States. In· Madhya Pradesh, although strictly 

speaking, the power of supervision vested with the central banks, 

the existing arrangements were hardly in consonance with the pattern 

envisaged in the Integrated· Scheme of Rural Credit as, because of 
.. 

the domination of the society supervisors and group officers, the 

managing committee of primary credit society had no de facto manager­

ial responsibility. In Madras and Andhra Pradesh, supervision was 

supposed to have been exercised through the supervising unions,many of 

which were actually defunct and in effect, the central banks had to 

attend to it. In Kerala, the central banks were 1n direct charge of 

supervision of societies affiliated .to the local supervising unions. 

In Uttar Pradesh, supervision was vested with the Provincial Co-o:p·-ra­

tive Union. The superVisors-appointed by the Uni~n were attached -to 

the Assista~t Regist~ar or the District Co-operative Officer. Since 
the credit limits were to be scrutinized by the Co-operation Depart­
ment officials, the power of supervision vested with the Government. 
In West Bengal; supervision wa~ technically the responsibility of the 
central banks, but since the staff maintained by the banks was inade~ 
quate, the duties regarding scrutiny of credit limits and recovery of 
loans were practically undertaken by the Co-operation Department 
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officials.- The position was not ouch different in Bihar 

where the credit limits were scrutinized by the Departmental 

officials and the supervisors were on deputation from the 

Government. raus in effect, the work of supervision was 

largely controlled by the Co-operation Dep;rt~ent. In Punj~b 

and Rpj e;sthan, supervision was vested ~ith Government 'itself . 
abd duties relating to scrutiny of credit limits rOd recovery 

of loans were undertaken by the Dep;rtment. In Jtrsore, while 

the central banks were responsible for supervision of societies 

in the old Mys.n:> rr~,,, the De!Jt·rtiilent ~;;s in-charge of super-

vision in the erstwhile :ii!rdeZ'-:·b;,d ~:>re&. In the B:>mb>·yoo 

Karnatak area, the work was done by the central bank~ as also by 

the Department.1 In,the pre-reorganized Bombay Stl;'_te, the 

supervision was exercised by the Tc:luk2/District Supervision 

Coillnittee. Supervisors were Government employees •. Thus,the 

pattern of arrangements regarding supervision and inspection 

varied from one State to another and did not correspond with that 

envis~ged in the Integrated Scheme of Rural.Credit. The ol:ljective 

of making the centrar·bank an autonomous co~operative institution 

was fer· from being ·fulfilled particularly, because, in many 

districts· the officials of the Revenue Department still continued 

. to be ex-officio· chairmen of. the central banks. 

- WEAKNESSES OF THE. PRIMARY.. Cf!EDIT STRUCTURE 

J:n'.the c·ase of primary credit, soci_eti_!:s in: a number of 

;districts_ surveyed~·the stru.ctura_l weaknessj acted as a serious 

shortcoming. While in some districts dorman_cy of societies was 

a severe impediment. in most ,pthers the small uneconomic size 

limited their rate of development. 

Dormancy of primary q;redit. societies posed a, _se_rious problem 

part.icul:arl~ in 1-:est Ben:gt·l :,nd _Bihar,. _where the proportion of 
' '• -

dormant societies J.n .the selected districts ranged between 28-81 
- • • • -._,. '.. w • - - • • ., • • J ~- ~ ... 

p.er, c~gt, .while in, ~the_:.: ,St_ates it was 1,1enerally les§l_ than 10 per 
. . - - . . - .. -

cent.;· The main. cause,s for .dormancy appe-e-red- to- be bed menagement 
• • .,! - - • 

Dormency·and efforts .· :and_misappropric>tion, hesitancy end 
at revitslisation 

; half-hearted approach to recoveries, . . . . . -
domin~tion by vested interests, very small area of oper~tion, 
1 Though supervision was technically the responsibility of the 

Government, scrutiny of credit limits and recovery of loans was 
attended to by the respect1ve staff of central bpnks 
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overlapping of functionl;i between primary credit societies ancf 

other types o~ societies, etc. Other factors like weakness 

of the central banks, pre-occupation of the centr<l banks 

with trading activities, defective loan policy and procedQre, 

unsatisfactory arrangement regarding audit, inspection and 

supervision also h~·d a direct bearing on the unsetisfactory 

performance of these societies. 

To counter the problem of dorm~ncy a programme for revite­

lisetion of primary agricultural credit societies was taken up 

since 1957 with a view.to enabling them to function more effec­

tively. This progr~mme was intended to be carried forward and . . 

completed during the Third Pl<·n period. Most of ths States hid 

down some criteria for societies to be t!lken ll.p for revitalisation. 

~~t in mcny cases, revitalisation of societies was interpreted to 

amount to a little more than the appointment of a clerk in each 

society with the he.lp-of the subsidy provided by the Government. 

There was no systematic programme for liquidation of, hopelessly 

bad societies, to realise all loans overdue, to bring as many 

rural families as possible into the co-operative fold, to get the 

required finance from the central bank, etc. So·revitalisation 

schemes, in effect, were little more than provision of managerial 

subsidy, though thc:re- were marked variations in the method of . 

scaiectioh of societies and quantum of.IJlan~gemc:-nt subsidy. Thus, 

except perhaps in a 'few districts' neith.er was the scheme of re­

vitalfsation of small 'size societies properly formul:;lted nor was 

the programme satisfactorily implemented. 

The smbll or une~onomic·size of societies and inadequate 

offorts ·:at reorganisation towards attaining viability was another 

important weakness of the primary credit structure. During the 

oeriod covered by the four foliow-u~ surveys·there were three 

Uneconomic Size· and 
rssgurcss 

distinct ty~es·of primary credit 

societies . operating in the selected 
districts; large size societies, small_size socie~~es and service 

co-operat1ves •. ···As r~;gards member·s~p of p.Pimary ·credit societies, 

it was found to be generally rising. -in ....all the district_s. _ 
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In lr.rge size societies the aver~ge membership raoged from 

169 in Bilaspur to 1229 in Kanpur and in small size soci<:ties 

from 27 in ~firz;;pur to 207 in ~ilon. ~nc.;:.-ll.i the increase 

in membership was more marked in large societies than in small 

size societies. As regards the composition of membership,it 

was noticed that a sizeable proportion of membership consisted 

of bi~ and large cultivators in the majority of the districts • 
. 

T:lc :.nrtici:,;;,tion of smell cultivators in co-oper~tives was 

markedly lo~r in certain districts as Mirz~::vur und Cuddaoah. . . 
The data on financial resources per 100 rur~l cultivating 

families of the districts showed that in respect of share 

capital t~ose ~istricts where a higher proportion-of large 
. - .. 

size societ_i.es was operating were comparatively· better than 

others where large size societies were fewer in number. For 

example, the paid-up share capital for 100 cultivating families 

was as high as ~.4,713 in Broach, ·followed by East Khandesh 

(~.4,114) and Dhar~1ar (~.3,021) as against a mere ~.85 in Gaya 

and ~.93 in Jalpaiguri. It is evident, therefore, that the 

financial position of primary societies was comparatively better 

in those districts ~;here the reorganisation of primary credit 

structure was carried out on a significant scale. The societies 

with a poor financial position were mostly one-village societies 

which were badly managed by honorary secretaries or were dominpted 

by vested interests like landlords, moneylenders, etc. or were 

operating ·in backward or scarcity affected areas. 

The surveys revealed that the primary credit structure in 

a·majority·of districts selected from West Beneal, Bihar and 

Rajasthan was characterised besides dormancy, by a large number 

·of single--village unlimited liability type of societies, which 

were uneconomic in size, while in districts, costlY froc Andhra 

Pr<:desh, M;;dras, MYsor,;, Kerala··and. erstwhile Hyderabad State, 

there was a predominance of multl-purpose,multi.-village societies 

and lesser number of dormant societies. In the third group, 

'consisting mostly of districts from the pre-reorg~nised Bombey 

State, the 'structure of primary credit societies was stronger 

,.-·and there was a predominancE! of large siz.e sociEties. 
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Th~ surveys elsa indic~ted thct in relation· to th~ 

problem the efforts at reorganis~tion· of the prim~ry credit 

structure to attain vi~bility w~r~ not sizecble. The progress 

was also hind~r~d as stated earlier by hesitancy and shifts 

in policy. 

The other weaknesses in the primary credit structure 

relate to the operational policies and proc~dures ~dopt~d by 

$Oc1et1es concerning loan policy, types of credit given, terms 

on which givan, etc. A study of the loan policy pursued by the 

primary credit societies in different districts indicatea that some 

Loan policv ' · of the features of the Integrated Schece 

of Rutal Credit were found to have been adopted· "in Broach, Sora'th, 

East Khandesh,Dhar"rar and Bijapur - all belonging to the pre-reorgani-
State . . 

sed Lot Bombay. In these districts the gr~nt of lo~ns ·by primary 

credit societies \laS governed by the rules fr~med under the Crop 

Loan System initiated as early as in 1949." 

At'tempts lvere made in cerh.in other districts by the Co­

operation D:;~ · rtments of the respective st,.te Governments to 

liberalise the gr2nt of credit by primary credit societies. 

For instance, the Full Finance Scheme in Coimbatore and the Crop . 
Lo;.n Syste·m in Etauah ;md K;..npur aimed at providing the entire 

credi~ requirements of the rural families. Though the principle 

of granting loans in rel~tion to estimated outlaY on crops seemed 

to heve been accepted by centrel banks, no efforts w~r~ made to 

implement i~. Thus, none of the fundamentel objectives of the 

Integreted Scheme of Rural Credit was in effect enforced, except in 

the districts from the pre-reorgenised BombaY Stete. Consequently, 

_co-operative credit avail~ble _to agriculturists in relation to 

the requirements was generally small, particularly in the 

. district.s f~om 'wes.t 'Bengal, Bihar ~nd. Raj ~;sthan "rhere it was less 
' . ;. ' r - . - - ' • 

' ' than 10 per cent as against _the districts from l~;;harashtra, 
. ' -. ... - . -

Guj arat,- etc. where the proportion was above 40 per cent. 

Besides th~ imbalance in the quantum of credi~ given, the 

types of loc:ns given also varied significantly from one district 

to another. There was a greater ~mphasis on short-term loans in 

Broach, East Khandesh1 Dilarlfar, Ahmedabed, Cuddapah, ~lest God~-va!'; 
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Ferozepur, EtcMah end N;:dic-. Sh;~rt-term pledge lo<cns were 

. 
size;,ble in Chinglsput, 1·iest GodcV<ri c>nd Broc·ch. In 1-Test 

Godccvc-ri mc-·ny primcry societies gc-ve pledge lo<·ns t::, members 

vho, however, sold their produce directly to trc-ders. In 

Bro;;ch, however, o;,ny prim~ry societies were l:l;,:rketing the 

produce of members ;;nd were giving pledge loans to them. 

Short-term loans for consumption purposes were important in 

.Tullu!.dur c;n·d Hisser. The distinction between short ~nd mediuw-

term loans lost mu~h of its significc-nce in certfin districts such 
. " . . . 

. as Ferozepur, where even though all lorns were reported to have 

been given for short-term durc;tion, most of them were in prcctice 

medium-term loans due to the kist brndi system of estimating 'llho 

dcm;;nd for recovery of loans. In Gaya, short .. term loans v1ere .· 
gr<Jntcd in the form of fertiliser loc:ns c>nd most .:>f the c;;sh locns 

v1ere given for mediuw-term ourooses. In Segar more th<.n half - - . 
the ;;mount of lo;;ns advc.nced were adjustment loans, i.e., 

instalments due ~nd not repc;id in respect of lo,.,ns which were 

c:dVanced for two years ~nd reppyable in t\~0 <JDnual instalments 

·to be tre<Jted c:s· fresh cdv<:nces during t"he ye;:r by book 

adjustment. In Bil~spur too the loans were generellY advanced 

for a period of two years and the 'system of advcncing loans through 

book entries continued to be en importc;nt fcctor influencing the 

nature of .adVC'O~es gr~nted by prim.,ry credit' societies. Thus' the 

medium-term loans granted in· S<:gar, 'Bilaspur and Mcndseur did 

not represent the type of medium-term credit envisc~ed by tha 

All-India Rural Credit Survey Committee. 
• 

The dif.ferent types of security against which loans were .. 
g r_c;n'ted by. prime-ry credit ··societies maY be. broC!dly clc>SSified into 

four groups: Loans granted agc;inst a first 'charge on land or 

·c:rop, either under' Section 24AA of t'he Iiomb;oy Co-oper<•tive 

Societ-ies Act', 1925 or under Section 30(1) 
, ~Security . 

· •-_- - · ' of the l.fc-·dhya Bh<irat Co-operative Societies 
Act, 1953, as was followed in Sorath, Akola, Sager, Ahmedabad, 

Broach, East· Khandesq _end Hands;,ur., This procedure was in 

conformity with 'the Integrated Scheme of Rurcol Credit es it 

ensured thct co~op~rative loans were availed of only by owner­

cultivators or tenants ~ho.hpd cultivation rights. 
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Loans were grcnted c;gc;inst person;;l security or third p~rty 

gu~;rcntee in Hissc·r, Ferozepur, Jullundur, Etcwah, Deorip, 

l.fonghyr, G~y;; end h·ipur. Short-term locns upto Rs.soo were 

gr;,:nted in Coicb;,:tore ~;nd :;est GodaVt•ri <gainst person;;l 

security or third pc;rty gu;,:rrntee. I~ practice, it was 

noticea thc:t when personal security alone formed the basis 

for co-oper;;tive credit there was a greater risk of such loans 

being availed of by non-cultivators, non-cultivcting landlords 

and agricultural labourers. In a third group of districts, 

Cuddapah, ~uilon, Nizrmabad, Bangalore, Jalpeiguri, Nedia end 

Burdwan short-terc co-operative credit was grpnted on the 

security of i~ovable property. The quantum of loan in most 

of these districts w~s linked to the land revenue paid by the 

borrowers. This policy ~nabled the owners of land to avcil of 

credit even though they w€re not cultivators themselves. All 

tenants and small cultivators were thus denied credit facilities. 

Short-term lo;,:ns pgainst pledge of produce were also 

reported in Broach, W~st Godavari and Chingleput, and to a lesser 

extent in Bijapur, Tanjore and Krishna, Ce~e was not taken, 

alweys, to ensure that the pledge. loc1ns were not ~:veilEd of by 

non-cultive>tors snd petty tnders. In \vest Godaveri it was 

noticed that, in the absence of ade~uate godown facilities, the 

produce was. sometiGies stored in improvised godowns or in store­

rooGis in the residence of the mecber himself. In most of these 

districts ~here was no provision to ensure that the produce 
,• 

~:ge>inst which the loan Wc1S given was actually grown on his own 

fvrm. In Coimbc:tore. and Tanjore, loans were secured by pledge 

of jewels also. 

The pattern of development of pric~ry credit societies 

in the selected districts emerging from the above analysis of 

their opere>tions indicated three distinct ~tages of growth. The 

primery ,credit struct~re in a majority of~istricts selected from 

Punjab, Uttar P~adesh, ~~dhya Pradesh, Bihar, West Bengal and 

.Rajasthan was chGr~cterised by a l~rge nucber of single-village 

unlimited lbbility societies, a large proportion of dol'l!lant 

~nd st;,:gnant socie~~s, low credit limits generallY licked with 
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LSSessments, aosence of infer-linking errc:ngecents, week 

centrc:l bc:nking structure, low tum-over, e higher proportion 

of medium-term loc:ns, high rates of interest, misutilis~tion 

of locns and ma);lcgecent ·by untr;,ined, honort•ry secrete>ries 

or overworked Pt·rt-time secret,·ries. An enlightened co­

oper< tive le cdership ~res conspicuous by its cbsence. 

In c:nother group of districts, mostly froc Andhre Pr1 desh, 

Madras, Mysore 2 Kerala and erst~rhile Hyderebcd St;,:te there 

was a predominance af multi-purpose, multi-vilhge societies, 

lessE:r dormant societies, e higher level of lOEn oper;,·tions 

c:nd predominc:nce of short-term loans. In some of these districts 

the attempts to reform the primary credit structure resulted 

·more in increasing the quantum of loens edvanced than in reorient­

ing the loan policy or making the membership broad•based. The 

loan policy conti~ued to be detsrminE:d 7 by and largE:, by thE: 

departmE:ntal officials and crE:dit limits wE:re fixed in rE:lation 

to the velue of the sE:curity offered. The growth of primary 

credit societiE:S in thE:se districts m8y b€ attributed more to 

increased official initi8tive, control end supervision than to 
I 

the response from the people thecselves. 

In the third group of districts mostly belonging to the pre­

reorganised Bombc;y st~te,the structure of primpry credit societies 
' . ' 

was stronger, and there: was 2 prE:domin~nce of large size societies. 

The working capital of primariE:S was adequate~and therE: was 

g reat~r emphasi~ on s~ort~_term loaf!S• __ The ratE:s of interest 

. were lower. . Above. ell, ~he loan policy was genE: rallY reorientE:d 

on the· lines of the Integrated SchE:ce of Rural Credit~ which 

ensured Edequaoy of loans as well as its proper utilisation. 

The co-operative leaders_hip was dynamic and responsible to 

the decands of a dE:veloping rural eco~omy. 

This regional disparity in the growth of primery credit 

sociE:tie~ may be entirely attributed to the extent of efforts 

cads '!>Y State Governcents to icplement the recoJJ!!lendetions . 
of the, All-India -Rural Credit· Survey Committee, particulerly 

·those relating to the Integr~ted Scheme of Rur;,>l Credit. 



-22-
In their efforts to reorient the co-_oper,tive credit 

policy,so~e St~te Governments do not appear to h~ve taken 

cogn~s;·ncc of tM princ.iples lc:id down by the All-India Rural 

Cr~dit Survey Committee in formulating the Integrated Schece 

of Imral Credit. In those St.-tes which l!Ed teken initirtive 

in reorienting their credit structure as early as in 1949-50 

as in the pre-reorganised Stc.te of Bomb~~, the develop~nt 

of co-operatives ~1as P<·rticul;;rly remerkable. 

The management of societies_left a great deal to be desired. 

The various defects such as improper maintenance of records, 

increased official control and slackness in the recovery of 

loans - all indicated the f~:ilure of honorary administration. 

jlE.!IKNESSES IN MARKETING CO-OPERATIVES .. 
Th~~rogress made in co-operative marketing has also not 

been iopressive except in a few districts. Of the 75 districts 

selected ~or the Al1-India Rural Credit Survey 1951-521 27 were 

covered by the Follow-up Surveys conducted so far. Out of these, 

only in.8 districts the ~elected cultivators reported. sale of 

produce through co-operatives (T~b1e 2). However, only in 

2 districts did co-oper~tive marketing of agricultural produce 

register substantial progress. The relatively better performance . . . 
in some districts and the major conducive factors that a~ded the 

progress may be referred to briefly. 

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

. . 
-"-------------------------------------------------------------~----PROPORTION OF PRODUCE SQLD THROUGH 

Districts . · . co..:.oPERATIVES (~) 

1951-2 Fo1low-uv Surveys - . -------------,------------------------------------------------.------
Broach 17 ·39 
Deoria 30 75 
Jullundul'" 
Ahmedabad 
Hissar 
Mirz<:pur 
Bijapur 
Bilasour 
Kanpur 

·-

l 
NEG 

8 
NEG 

4 
1 
8 

1 

-----------------------~---~---------~-----------~-------------
T:::e success achieved in Deoria (U.P.) is <.ttribut.c.ble largely 

to the legal protection enjoyed by the cultivators in respect of 
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the disposal of their sugarc~ne through sugarcane unions 

to p~ivately owned sugar factories - a factor extrpneous 

to the co-operative movement. On the other he.nd, the success 

achieved in co-operative marketing of cotton in Br.:. en, r.hic!l 

accounted for about 39 per cent of the cotton produced in the 

dist:rict, wa~ to a large extent due to the _icplementation of the 

Integrated Schece of R:.!~'d Credit in the district and the 

development ~f co-operative processing. In fact, all the 

constituent pfrts of the co-operative marketing structure, 

viz.,· co-operptive marketing union at the district level, which 

acted as a federal agency for dealing with private buyers from 

Bo!abay and Ahtledebad, the pricary m8rketing societies· which . . . 

were' assembling, pooling and processing the produce for sale 

and the primary credit societies, which had direct connection 

with members; ~torked in full cci-ordinetio~ with epch other - a 

feature as yet seldom noticed in other districts. In addition, 
. -. : I . • , • . 

a part· of the financial' aid received in the form. '!f State 

contribution to sh~re c~pital was utilised by some of the 

societies for constructi-on or acquisition· of cotton ginning 

. and pressing plant_s •. .furthermore, legislative enpctments for 

ensuring the purity of cotton and' supervision of its ~~ltivation 

provided certain built-in-procedural checks which enabled the 

marke'ting co-operatives t'o disburse pledge finance only' to actual 

growers ··and to prevent marketing finance from flowing to ·cul-
' 

tivator-cum-petty traders and others. These arrangements were 

in marked contrast to those prevailing in the other important 

· cotton'growing districts•such'as: Akola, Sorc:th, nru;rwe.r, Coimbetore 
' ' and Farozepur where the co-operatives generally arranged for sale 

' 
of raw c~tton,· after grading, either in periodic public auctions 

or by-private negotiations, ~hlch incidentally gave rise to the 

·practice of extending' trade· credits· to buyers much to the detriment 

- of the co-operatives and members themselves• -
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The per!orcance in regard to pledge ~-dvances was als·o 

uneven, the achievements in this reg~rd·being unsatisfact~ry 

in West Beng al1 U:t ·._r Pr<.desh1 Modhya Pradesh and Bihar. 

_Advances against pledge of pr~uce were relatively more 

Pl.edge fdV;;nces 
significant in the Southern Stc-tes

1 

viz., Mcdras and Andhra Pradesh, 

In fact, in these districts the marketing societies' !'!:·in 

function centred round granting_ of pledge advances, In 

Chingleput and ~lest Godavari, where the absence of co-opera­

tively owned processing facilities and absence of regulated 

market- for the ralv produce (e.g,, paddy in West GodaVDri) 

· tended to limit the scope for undertaking marketing _activities, 

the marketing societies-undertook to the granting of pledge 

finance· as the cain function with a view to providing holding 

power to the cultivators, 
.- • l 

Although inadequacy of pledge finance ~1as not c;uite uncommon, 

a major disquieting feature of pledge finance observed in the 
' . ': . 

different districts where it was prevalent ~las that auite 

often the pledge finance facilities benefited the cultivator­

cum-traders and commission agents rather than the small and 

medium cultivators, Simi~arly 1 in som~ 9ases1 the discretion 

given to the managers of marketing soc_ieties regarding the 

margin requirements to be maintc:ine_d was not properly exercised .. 

These malpractices were due mainly to the absence of procedural . . . 
checks and the do~nation of powerful vested interests in the 

management ot marketing societies. Quite often cultivator-
' cum-traders and commission agents bought the produce from soall 

cultivators and pledged them with the societies and availed the 
. . . l 

pledge !inane~ facilities by excluding the small cultivators, 

E.~cept in Broach, where, as mentioned earlier, certain built­

in--procedural 9hecks <lame into being by virtue of the legis­

lative enactcents'!or ensuring the-purity of cotton and super­

vision of its cultivation, there was hardly any rigid procedure 

followed or adopted in the othe» districts to verify whether 

the produce brought for pledging ~1as grown on the borrowers I! 



-25-

own holdings. In other words, no attecpt was Cede to relate 

the'produce pledged with the size of the cultivcted holding 
. 

of the borrower. 

AffiUstion of credit societies with mc·rketing societies 

t•nd effective arrangements for linking credit with mc>rketing 

for enabling recovery of lovns sdvanced by orim;;ry credit . -
societies c-s envisoged under the Ir.tcgr;..ted Scheme were con­

their 
spicuous by L absence practically in all the districts, 

including tllose districts where 
Interlinking of credit 

· ... nd marketing co-oper~tive marketing hcd re-

corded some progress. Only in !Urzapur wvs some attention given 

to this aspect of co-oper~tive marketing. Como··r··tively - c .,. 
' . 
satisfactory arrangements in this regard ~:ere also observed in 

.. · l: . . 
the Kanpur Naurangc: Project <~rea.· Even in Dhc,;rwar and Ahmed~·b~d, 

where co~operative marketing was relatively better developed, 

there ~/ere no regular arrangements linking credit ~lith marketing •. 

R~covery of production lotns of primaries m~de by some societies 
' -· ' 

in these districts w12s mostly on an inform~l basis.· 

. On the whole, the progress in respect of affilistion w~s 
' . . 

very limited as ~lso achievements in regard to interlinking were 

negligible. In f~ct, primaFies in soce cases were anxious to get 

af~iliated only t.o secure supplies of agricultural re<;uisites ~·nd 

not with ~ vie~' to faciliteting t 1e recovery of loens. While 
~ ·, . 

the weak credit structure end the organisc-tion of new societies did 

to soce ext_ent affect working out interlinking errangements the 
t ' . . . . 

main factors that led. to the unsatisfactory position in this regard 

were: (1~ the marketing societies had not undertaken •s marketing 
' 

work, (2) absence of the p;rovision to bind the cultivator, t/ho 
' ' . 

borrows froc the c:edit society, to sell his produce through the 

carketing society, (3) absence of any follow-up in the form of 

effectJve participation in the management of credit snd C'lso 

marketing societies through State nominees after State participation 

in share' cc:pital, (4) inade'quate r_epresentati~n to credit societies 



on the managing coccittees of mErketing societies, (5) def~ctive 

by-laws which did not effectively prevent cultivator-cum-traders 

from being on the man~gir~ coccittees, and (€) fbsence of specific 

provision in t~e by-laws as in Burdwan. All these resulted in the 

marketing societies being docin~ted by urban-oriented interests 

and'traders which rendered ineffective efforts aimed a~ promoting 

co-operptive marketing and effecting interlinking·. 

From the foregoing account, it will be observed that marketitb 

and linking made little or no progress at all. Th~· cniar f~·ctors 

hindering the development of co-oper~Hve mfrked:ng could be 

broadly classified under 6 different heads., viz., (1) w~clt credit 

structure, (2) overl~pping of functions end jurisdiction, (3) lack 

,or representation to credit societies on marketing societies, 

(4) ll.:ck of proper planning, (5) absence or inedec:uacy of co­

operatively owned processing f~cilities rnd (6) l~ck of strong 

apex organisation. 

Development of co-operative credit and ~~rketing being 
. . 

cocpleme1:1tary to each other, the strength or wepkness of one 

affects the other. .Where the co-oper.-tive structure.iis weak and 

co-operative loans inadequate, the .cultivetors depend 'on private 

credit even ·ror production purposes as a 'result Qf' which they ere 

forced to sell their, pr'oducS: 
Ws;t credit structure 

through traders,: thereby rendering 

ineffective the entire arrangement for developing co-operative 

marketing. Thus,from the. point ·of view of the cultivator, 

he can be induced to sell through.the.marketing society 

only if liis dependence on the tr?der is systematically reduced. 

This is the main2 perhaps, the sole reason why a large number 

of cultivators reported sales through traders even where mar­

keting societies had undertaken marketing. 

In a.s many as 21 districts covered by the Po:!.lo-w-up 

Survsys, the co-operative credit structure was weak; these 

districts were meinly from Bih:;r, West Bene.-1, Rr ;;-,.sthan , 

Medhya Pr=desh and Uttsr Pr .. desh. It is not surprising, 
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' therefc>:~., .that the perforcance of co-oper~tive mar-

keting, let alone its development, was not at all 

signif+cant in the m~jority of the districts. This, 

however, is not to imply that where the co-operative 

credit structure is strong the de~elopment of co-opera­

tive marketing is ~ssured ~utomatically. For inst~nce, 

in v/cst G0C:t·V;,ri, CJimbc;tore, Cl:ingleput, T:•:1jore and 

Krishna districts ( fr·xa Mrdr;.:s c;nd Andhro: Prt-tdesh) 

where the co-operative credit structure ''"s strong 

there were hardly any sales through co-oper~tives. 

-But this again was due to the limitations in other 

·directions such as absence of co-operlo'tively owned pro­

cessing facilitiesr. domin~otion of powerful vested interests, 

improper location of .marketing societies, etc. Never­

theless, the importance of a sufficiently strong -co-
• 

operative credit structure as lo'n essential basic pre­

requisite for the development of co-operative marketing 

can hardly be minimised• 

In 14 districts out of 37 covered by the Follow-up 

Surveys, some or all (selected) marketing societies were 

found to be undertaking credit activities legitimately 

entrusted to ~r'edit ~o-operatives and vice-versa, This 

was particuhrly conspicuous in Gujarat, J:iaharvs?-t~o,_. 

Mysore·, Utt ~:r PJ:adesh and West Bengal. The doubJ,Cdis.:.~ · 

advantage ·of this practice wes that-the marketing societies 

tended to evince less keenness to undert~ke their other 

more pressini functions Ov~rlNPoing of functions 
and iurisdiction 

such as assembling, grading, 

processing, etc.,. and more importantly they were not eager to 

render recovery service to.the credit societies by forging 

inter-linking. Similarly, in the absence of clear cut alloclo'tion 

of function~ betwee~primary m~rketing societies and district/ 

regional m~rketing societies, there were instances of the 



-28-

l~tter type of institutions undertcking mcrketing~~tiyitres 

in ereas where primaries existed c·nd operpted. In .so:re CE_ses, 

even the by-lrws provided for such 2ctivities. Broach, Sorath, 

Ahmedtbad, Dherwer, Hissc-.r to centio11 I! few, were c>mong the 

districts where such overlapping of functions pnd jurisdiction 

wrs noticed. However, froc the point of view of m2rketing, 

overlapping of jurisdic~ion, and hence functions between the 

carketing co-operc•tives themselves, he>s grec>ter 2dverse impact 

than overl2pping of functions and jurisdiction between them end 

credit co-operatives. 

Though c.ircumstt·nces le<·ding to overlapping of jurisdiction 

and functions heve no doubt veried widely, in most cases it owed 

its- or-igin to the haph2Zaltlmanner in which the societies were 

organised either de ngvo or by conversion. Departmentpl vnxiety 

to c;chieve the physical t<:rgets laid d"Wn, as also, ip soce cpses, 
• Te.c.~~:~.f el -

the inefficiency of d~partcental action in subduing the reelclei-

trant societies to accept the concept of open membership were the 

major factors the>t led to the indlscr).minate orgenisation of socie­

ties without due attention being pf.id to delimiting jurisdiction 
' . 

2nd functions. 

More often than not the cr~dit societies loce>ted in 

the area-of operation of marketing soc~eties he>d little 

voice in the management of carketing societies. The latter, . 
Lack gf rep.rG.seht;-tign 
of credit societies on 
c 0rketing sgcieties 

in most ceses, were dominc•ted 

by individuals who were 

mainly trpders or bigger 

cultivator-cum-trtders who availed of the facilities offered 

by l!l!lrketing societies for their.p:dvate fiiterest. They 

even discourflged &lcrketing societies from undert<•king · 

mf.lrketing pctivities. All these hc>d their impact on the 

m2 rketing, recovery and pledge finance opere>tions of the . 
co:rketing co-oper,,tives and set at nought the efforts 

directed towc:rds establishing an organic link b"etween 
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credit and marketing for the benefit of both. Here again, 

defect~e 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 indiscriminate orga­

nisation of societies were the main contributory factors. Moreover 
- • where societies were formed bY conversion of erstwhile consumer 

stores or sales unions which already had predominant membership of 

individua~the membership pattern continued and group interest 
'· 

prevailed. One of the important consequences of this situation 

was that some of the credit societies did not have confidence in 

the sale societies and naturally they did not put in 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 

· sys·tematic. and. proper planning more pronounced than in the develop-

ment of co-operative marketing. The 

Follow-up Surveys show that in most 

case_s, the organisation of societies was not preceded by a careful 

. - ' 'J ·. 
1a.c.k .o..L.m:oJ:!.El~ nl~I!l1:i}l..&. 

study of normal marketing channels and trade practices. Moreover 

the offices of societies, as for instance in Dharwar, Ahmedabad and . ' 
Etawah, were located at urban or semi•urban areas and hence there 

was no contact with the rural hinterland. Even the existence of 

regulated markets did not encourage sales through co-operatives 
~ - ' ... . -

because, apart from the_ inadequate flow of produce to these places, 

the mar~e~ing co-operative~ on their part did. little to develop 
. 

them by building up a good net work of marketing organisation for 
. J .-. 

pooling, transporting and g~ading before sale and 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 trad~· practices such as 

granting- of trade credit., etc. Many of them had not adjusted ,or 

reoriented their ·operation practices to meet the requirements of 

trade in· general and those of particular .commodities traded locally 

to perform the role of an efficient market f~nctionary; Moreover, 

a weak ~a-operative marketing structure coupled with a weak credit 
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----structure only strengthened the hands of the traders at the t:!,me'of 

auctions of the produce. 

The need for co-operative processing facilities depends on the 

nature of the commodity traded. Whereas co-operative marketing of 
, 

produce such as wheat and maize can 
Absence or inadequacy of 

co-op~rat~~ely o~e~ 
processing facilities 

perhaps be developed irrespective 

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 and marketing are simultaneously available with one and the same 

agency, the cultivators would prefer to sell their produce to other 

processing agencies or sell it to traders or commission agents or 

wholesalers -so· as to·evoid altogether the problem of processing.· 

Thus, it would appear that in the absenceof·processing·facilities 

co-operatives would be handicapped in developing their marketing 

business. 

. ' 
In fact, this was so in many· of the districts-. ' .For instance, 

• .1 . • 

dependence on privately owned cotton gins and presses which resulted 

in adulteration of cotton. enhanced the difficulties of marketing 
' 

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

tives in Monghyr and Deoria in dealing with privately owned sugar 

factories was also not quite satisfactory despite the legal protec-
-- t t • ' • 

tion they enjoyed in the matter of disposing sugarcane. All these 
~ ·- ~ ~ ·- f .-.: • ' 

tend to highlight the importance of co-operatively owned processing 
- - . ... Jt •, ,0 ''t~-. 

facilities for assisting the development or· co-operative marketing. . . 

Out·t>f 37 districts covered by·the . .surveys, processing 

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

districts, viz., Broach, Sorath, .Quilon, Jull.undur and Ahmedabad. 

Apart from. the fact• that attempts at systematic de:vel.9pment of 

co-operative. processing were initiated <>nlY recently_,. the very slow 

progress made so far is. attributable .. to a variety of factors among 

which the more· .. significant are (1) competition from·pJ'iVate 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-.pro_ce~~ing 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 rapid pace than marketing resulted in a surplus processing 

capacity as ·compared to the supplies availabl.e through the marketing 

societies so much so that the marketing societies undertaking 

processing had to depend' largely on the traders to keep the plants 

running even at the cos't of e~~nding to them the same credit 

facil'ities as to 'the cultivators. Though this and allied problems 

may b~unavoidable'during the initial stage, it is always better if, 

whi1e developing processing facilities an attempt is made to strik~ ' . . 

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. .Si.milarly in Broach while want of long-
- • • ~ 'j '7 

term finance and improper location of the units impeded the progr~~~ 

there was also the problem of deciding whether. the co-operatives 

should be encouraged to set up new units when the existing capacity 

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

acquire the -existing privately owned processirig plants. 

According to the recommendations of the conferences on 

Marketing and Co-operation held at Uyderabad and Jaipur, the co~ope­

rative marketing structure was normally 

to consist of two tiers, viz., the . 
primary marketing society at the taluk level and an apex body at 

the State level. In ;pecial ~ircumstances, intermediate (regional) 
• I r • - / 

fede~ations of primary marketing societies were to be organised. 

During the period covered by the fpur Follow-up Surveys, apex 



-32-

bodies were in existence in all the States at one time or anotbef~ · 
•. 

However, in 5 States they came into being only in-or aftar 1957-58, 

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. An 

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 Organlsations' 

Union Ltd., ar~anged for the s~le of members' produce which assisted 

considerably the co-operative marketing of cotton in the district. 

In Ahmed~bad, the Uttar Gujarat Sahakari Ru Vechan Sangh Ltd., whose 

jurisdiction extended also to 4 neighbouring districts included in 

lts membership 12 marketing societies including the taluk purchase 

and sale unions in the district. But member societies did not 

always dispose of their produce through this organisation. 

In the absence of higher types of marketing co-operatives 

either at the regional or state levels, the primary marketing 

societies 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 

their strong bargaining position. All these affected adversely 

the development of co-operative·marketing. 

WEAKNESSES IN THE LONG-TEffi.! CREDIT STRUCTURE 

The main recommendations of the All-India Rural Credit Survey 
} 

Committee in regard to land mortgage banks, 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 organisation of primary land mortgage banks which should be 

preceded by an enquiry into the conditions of each area,particularly 

the demand for long-term loans; 3) granting of long-term loans for 
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a period exceeding 5 years for production-oriented purposes, such as 

l~vement 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 purpose 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 hinderances to the development of a simple and 

effective system of land mortgage banking; 5) disbursement of loans 

in instalments according to a phased programme of the execution of 

the project; 6) employment of adequate and trained supervisory 

staff to ensure co-ordination of credit with planned agricultural 

development, assessment of technical soundness of the project in 

respect of which credit has been asked for and verification of the 

actual utilization of credit and 7) provision of guarantee by 

State Governments for a specified period for the difference between 

the value of land before and after the improvement. 

By the end of June 1960, central land mortgage banks bad been 

established in all the States except Madhya Pradesh (since establi­

shed during 1961-62). Central Land Mortgage Banks in the States of 

Andhra Pradesh, Madras, Maharashtra, MYsore and West Bengal were 

established on a federal basis and functioned through the primary 

"land mortgage banks. The jurisdiction of a primary land mortgage 

bank. ranged from a district in Gujarat1, Maharashtra and West Ben.,cl 

to one or two talukas in Andhra Pradesh, Madras and Mysore. Thes.J 

were also the States where the land mortgage banking ~s comparati­

vely well-developed. In other States, the development of land 

mortgage banks could be said to be still in its infancy, as for 

example, in Madhya Pradesh where loans were advanced by the land 

mortgage banking section of the central co-operative banks which 

functioned as agents of the land mortgage department of the Madhya 

Pradesh State Co-operative Bank. Further, in Punjab, though the 

primary land mortgage banks had been established in some districts, 

they did not function at all. In Kerala, the central land mortgage 

bank financed directly and had no branche~ of its own upto 1957-58. 

1 In so far as Saurashtra is concerned the central 
land mortgage bank functioned through its branches. 
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In other States such as Bihar, Rajasthan and Uttar Pradesh, the. 

central land mortgage banks had not commenced operations during the 

survey years but proposed to grant loans through the agency of 

central co-operative b~s. By the end of 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 enquiry 

into the demand for long-term 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 adopt a more positive 

policy of granting loans for land improvement, it was noticed that 

during survey years in some States like Kerala, Madhya Pradesh, 

Madras and Maharashtra1 loans were being mainly advanced for repay­

ment of old debts. Only in Andhra Pradesh, Gujarat, Mysore and 

West Bengal bulk of the loans were advanced for productive purposes 

such as improvement on land. Subsequently, however, the emphasis 

shifted to loans for improvement on land from loans for debt 

redemption in l1adras 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 antici­

pated increase in the value of land as a result of the proposed 

improvement. Loans in instalments phased according to the stages 

of improvement effected were granted in Gujarat, Maharashtra, 

Madras and Mysore. Further, except in Gujarat, the loan policy 

and operations of the majority of land mortgage banks were comple­

tely unrelated to the agricultural production programmes of the 
. 

State Governments. Duration of loans was also not linked 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 scrutiny, 

with the result that the time-lag involved between application and 

disbursement continued to be over a year in many States. Measures 

to 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 loans 

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

In practically all States, even after the recent land reforms, 

the land mortgage banks continued to experience some difficulties 

in expanding their business, although the reforms had resulted in 

abolition of intermediary interests, e.g., in Punjab and West 
r 

Bengal owner-cum-tenant cultivator_s had no transferable rights in 

land. In Andhra Pradesh and Mysore, protected tenants, though 

eligible for membership, were not advanced any loans. In Madras, 

the lands in Zamindari aFeas·were not accepted a~ security. In 

Maharashtra and Gujarat, however, the difficulties were minimised 

by the State Governments by agreeing to make good the loss-upto 2 

per cent of the loans advanced·, or the actual ·loss, whichever was 

less, arising out of a fall in land values resulting from land 

reforms. 

~rrangements in regard to supervision over utilization of 

l9ans were generally sat~sfactory in Andhr~ Pradesh, Madras and 
• 

~ysore while in Gujarat these were not quite satisfactory, since 

all.~h~ rules pegarding utilization of loans were not strictly 
• .• • • ,I_. . ': 

enforced. Supervision was inadequate in West Bengal where mis-
.. ~ • - - - t 

uti_lization of loans was reported on large scale. 
·' 

To sum up; the land mortgage banks may be grouped into three 

categories on the basis of the level of development-and type of 

loan policy~ 1) States where efforts were made to reorient the 

policy to increased production; 2) States where such efforts were 
-not made; and 3) States where land mortgage banks have only begun 

\ 

their operations. In the first category may be included states of 
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Andhra Pradesh and Gujarat Where some aspect~ of the loan policy 

were revised and reoriented to increased agricultural production. 

In Gujarat, tenant cultivator~ were admitted as members and granted 

loans. But much was still to be done as, for instance, in Gujarat 

.the loans were restricted to purchase of occupancy rights and 

provision of well finance scheme only. In the second category, 

West Bengal, Mad~ya Pradesh and Kerala may be included since the 
' -

loan policy adopted in these States WiS not concerned with the 

end-use of loans. In the last category come the States of 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 

policy. 

CONCLUDING REMARKS 

To sum up, the most important conclusion thrown up by the 

foregoing discussion is that the progress of co-operative develop-
. ' 

ment, as observed in the. districts 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 

Gujarat, where not only the co~operatives had developed to a greater 

extent than in other States but the progress recorded in the two 

States over the last few years was also at a faster rate inasmuch as 

the share of co-operatives in the borrowings of cultivators had 

shown a substantial increase since 1951-2 in the districts from 

these two States. Even, 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 

St?-tes, 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 

generally efficiently by trained secretaries and, at .the district 

level, with strong central banks~ economic in size and operations. 

And more importantly the banks had al~o adopted the principles of 

the crop loan system, the core of the credit administration policy 

embodied in the Integrated-Rural Credit Scheme. The marketing 
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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 efforts made to introduce the Integrated Rural Credit Scheme. 

It should be noted, however, that the process of reorganising the 

credit structure and reorienting the credit system on the very 

principles embodied 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 reasonably long period. 

The districts from Andhra Pradesh and Madras followed ~~~ ~ 
~L 

Maharashtral Gujarat but at some distance. In these States planning 

was fairly 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 distinct 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 societies 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 ~tructure, 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 dispensation and admini­

stration. In Gther 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 Integrated 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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~_'IMPORT ANT INDICATORS OF CO-OPERATIVE DEVELOPMENT 

--------~~--------------_----------------------------------------------------
State District Proportion Average Proportion Proper-

of culti- borrowings of borrow- tion of 
vating from co- ings from dormant 
families operatives co-opera- socie-
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57 
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5 
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35 
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28 
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i:--i;r;;;-i~-;;~;~;ti~~~~r-~;;ii-;1;;-d~;;~t-;~~i;ii;;-~-~;;h-~f------
districts selected for.Fourth Follow-up Survey. 2. No primary · 
agricultural credit societies in Bikane~. · · 
Note: The districts not included in the 1951-2 Survey are indicated by( •• ] 

A.I.R.c.s. - All-India Rural Credit Survey. 
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----------------------------~------------~~~-------------------------------Member.,. ALL PRD'ulRY CREDIT SOCIETIES 
ship per J ·· IN THE DISIBICT 
100 rur- Paicl- Depo- Work- Adva- Over-
al cult- up sits ing nces dues 
ivating share per capi- per as per-

State District fami-
1 

capi- 100 tal 100 cent age 
lies tal cultJ.- per cul ti- of adva-

per vating 100 vating nces 
100 fami- cu1ti- fami-
culti- lies vating li~s 
vating rami-
fami- lies 
lies('~<:) (Rs) (lis) (Rs) 

' 8 9 10 11 l2 l3 
--------.~-----------------------------:..·--~---------------------------------
Maharashtra East Khandesh 62 4114 560 19095 14336 22 

Akola· 58 1440 2270 16193 9382 35 
Gujarat Broach 39 4713 2149 20881 19710 5 

Sorath 50 3616 466 15428 14853 7 
Ahmedabad 48 7402 ·1112 2036 17706 3 ... .. -

My sore Dharwar 66 3021 936 17590 9838 48 
Bijapur 31 1723 164 7402 3361 67 
Banga1ore 28 443 43 3575 1737 4 

Madras Coimbatore 36 1182 351 6689 4456 11 
Chingleput 46 565 369 4946 4104 6 
Tanjore 31 750 370 . 5147 4322 13 

Andhra West Godavari · 1142 2160 1410 . 15436 15796 7 
Pradesh Nizamabad 109 1328 16 5832 2197 42 

Cuddapah 86 726 55 3037 1101 56 
Krishna 40 1791 328 13723 . 10890 11 . ' ; : 

Kerala Quilon 55 945 207 2303 903 ~ 

Punjab Ferozepur 32 1216 594 5588 4216 41 
JUllunder 1322 5966 9130 28945 15224 32 
•Hissar 40 1246 407 6788 4189 42 
Mohindergarh 22 846 242 3726 1936 26 

Uttar Etawah 27 683 89 1842 1313 39 
Pradesh ·Deoria 22· '.651 80 1814 1288 30 

. 'Mirzapur 24. o712 28 .2020 1359 14 
. · ·Kanpur 25" ~.796 69 2442 2677 10 

•J 

.. Madhya.,. Mandsaur 20 . 764 84 4617 2749 14 
Prade.sh ·sagar 11 ·322 57 2949 2962. 5 

.Bilaspur 17 353 298 3198 2606 2 

West Bengal -·Nadia 24 .. 258 90 1719 466 73 
Burdw:11-n 22 337 53 1809 1389 33 

'Jalpaiguri 70 .. 93 17 434 106 60 
·Midnapore 16 279 120 1815 1088 27 

Biher . Gay a 12 85 23 375 130 67 
' Monghyr 14 .. 197 23 590 280 34 

r Bhabalpur 9 182 46.' :604 227 63 

·Rajasthan Bikaner .f. -
Jaipur 18 494 48 1842 1799 9 
·Barmer 12" .• '224 11 1361 1009 9 

. . 
---------------------------------------------------------------------------(Source : The General Review Reports on the Rural Credit Follow-up 

Survey, 1956.;.57, 1957-58, 1958-59 and~:l959,..60). · . 

1. Refers to membership per 100 rural families only in 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 
· ar!'!as. from the. estimates of rural cultivatin11; families • 

.;. No primary agricultural credit ·societies -in Bikaner. 



APPENDIX T..lBLE 2 

SHARE OF CO-OPER.•I'IVES IN THE TOTAL BORROWINGS 
OF CULTIV:.TING &ID RURAL F,iMILIES 

----------------------------~----------------------------------------------

State 

Total borrowings 
during the year 

1961-62 ) 
(Crores of rupees) 
Culti- Rural 
vating families 
families 

Loans advan­
ced by pri­
mary agri­
cultural 
credit so­
cieties 
during the 
year 1961-62 
(crores of 

rupees) 

Column 
3 as !ll 
of 
Column 1 

Column 3 
as % of 
column 2 

-------------------------------------------------------1 2 3 4 5 

--------------------------------------------------------------------------· 
Maharashtra 82.5 91.6 42.2 51.2 46.1 

Gujarat 70.9 86.2 11.8 16.6 13.7 

My sore 80.2 92.5 13.8 17.2 14.9 

Madras 100.9 125.2. 28.9 28.6 23.1 

t.ndhra Pradesh 110.0 ' 127.6 21.4 19.5 16.8 

Kerala 41.1 44.3 6.5 15.8 14.7 

Punjab 59.4 85.0 15.0 25.3 17.6 

Uttar Pradesh 162.4 188.7 38.0 23.3 20.1 

Madhya Pradesh 73.9 83.3 18.4 24.8 22.1 

Jammu & Kashmir 7.5 7.9 1.3 17.3 16.5 

Assam 5.5 6.7 0.3 5.5 4.5 

Bihar 60.9 71.0 2.5 4.1 4.1 

Orissa 13.1 15.7 3.3 25.2 21.0 

'llest Bengal 48.1 66.0 4.6 9.6 7.0 

Rajasthan 105.4 122.2 5.4 5.1 4.4 

l.ll-India 1034.3 1237.4 228.3 22.1 18.4 

' 
------------------------------------------------------------~------------

(Source : 

J/-

Provisional estimates, All-India Debt and Investment 
Survey, 1961-62 for Columns 1 and 2 and the Statistical 
Statements relating to the Co-operative Movement in 
India, _1961•62 for column 3). 


