
Note I 
~ .. 

. Review of implementation of the recommenda­
tions of the Rural Credit Survey Committee and 
the Committee on Co-operative Credit. , ____ _ 

I. Introductory .• 

A broad frame-work of pclicy in. regard to the orgap.isa:-
. ·' I , , : • ' ~ ' . • _; 

tional. structure and operationa1. principles and me.thod's of cp:-
.~ ·:0 • 

operative agricultural 
· .. 
over the last eight to 

credit, can be saiCl 
. has 
nine years andLcome 

to have been ~vo;t:ved 

to be accepted 
' . 1 ·- '-.- ~ . 

. by ~1 concerned in the country to-day. This is, by. and l~ge, . . 

based on the recommend at ions .of the Rural Cred~~ Survey r .. , ., 

Committee and the Comm;lttee on do-operative Credit und!!r the. ~ .,. ." . 
Chairman13hip of Shri V,L,Mehta, as generally ag:r;eed .t.o .. by .. th!!, . ' . ~ ' . . . ' ' ' ' . ' ' -

Central and State Governments, the Reserve .Bank and thE! . .Co-, . t 
• . I . 

operative Mov,ement. For explaining the inadequacy of the .. · . .. . -, ..: , 

progress of co-operative credit in parts of the ,c.ountry, ~which ' . . 

has become evident of late,, it .is, therefore, relevant to 
',' ·. .· . ' ., '· 
exam!ne how far this can be attributed to the failure to imple~ent 

'. 
c ' 

this framework of principles and policies. To the extent that· . ., ~ ' . ' 

defective illlplementation and j_nadequate perfprmance have gone . .. ,,,. ' .. 
together it may be possible to find .. some relationship between 

: ' ·. '., . . 
the two. On the other. hand, in so far as stagnation or qe~erio-

ration in co-operative credit is found alongside satis:t."acte;ry, : . ·_, :.· 

implementation of these :r;ecommendations, .. the, quest11?Jil ;wj,ll. ar:l.se 
I ' ' • • ' ·' '.• ,., 

,. if' these policies ~oul~. by _th~mselves be -~dequate ,for meet:!,.ng ·:l 

the needs of such areas or such situations; .,and whether .the · ·• 
.~ 

00 

0 Tl O, '! : O O O • • 

f' ailure reflected in past performance has ;resulted from .. ~ .. r·· v 
~ ' ·• ' t ~. 'J. • • ~ :~ • . . 

factors which lie, o~tside the ~~~1,1ence. of' th_e~e agreeq. po11.cie~. 
(' : ·'. 

It is from this· point of view that this .note attempts. to:· ' 1. 
--: : -.. ··, . ; . ·. ' . . - .• 

examine how far the recommendations Rf .these. committees. have·, 
.•:::_+ .. ~• •. :·.·.·\.,, ...... ~-~. ' • 

been 1mpJ,emented in th~.dif'ferent tJ~rts of' the. countrY· ·1 '· .... ~ _. . . . . . 
2. It may be recalled that the main recommendations .of' tbe 

... • o • •,--1 I ' , ' 

Rurai C;edit S-~rv'ey c'o~it-tee f'~und general acce.pj;~nce, 1n · ·" 
. . . - ~ 

,. 

principle, from official as well as non.-of'ficial co-operative· 
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opinion within a few months of the pu~ication of its General 

Report: ._: Thls ~~s ev_i~ ~at r f.rom th~> ._discuifiion~-~held and conclu­

sions reached at the speci~_j oint meeting of. the standing 

Advisory Committee on Agricultural Credit and the Central . . 
L 

Committee for Co-operative Training convened in January 1955, the 

-se·c6nd Indian Co-operative Congress hefd 1n· Patna in March 1955 
- - ~, . , J . ' , ..:. . . r ~ 

'and 'the' C'onf'erence of State Ministers for Co-operation held in 

· :April' i9S5 at Delhi. ' .At the last Conf~rence it ~·as decided that, 
• . - !~ .=. .. 

as recommended by the Survey Committee, specific programmes for 
• • • c • I .... 

• co:.,;o~erative de~el'opment based on. t_he int~grate1 s~heme oi' rll7al 

credit should be drawn .up, as an integral part of the Second 
. -" ... .J ·' i ·-· .... 

Five Year Ph . .>1 •• Specific targets. were aiso· laid down for ~he 
, l · .• ' 1' • . ' ) 

expansion~ of'co:..operat:i.ve credit and 'marketing. After about· 
J ' 

three·~years of eff~rt''on these lin~s, came a new phase in the 
1 •' ' • - t ' • ' t . . ,"\ • 

evolut'ion ::lf ·co-operative policy marked by the National Deve-

lopment ·ca•mdl·, s resolution cif 1958, The council emphasised the 
••. .f 

. _ , · 4 , · r - . -·"!· 
role of' the ·co-operative in intensifying agricultural production 

, . • • ' . _1 ' 1 

ahd as ·-related to it', the need for the co-operative to be organised 

on the ba'sis of the village community. 

taken· fo'r imple6enting this :policy, an 

. ·, . 

As one of the steps 
' ' " 

expert committee was 
-· . : 

appol'nted ~under the Chairmanship of shri V,L.Mehta to review the 
-· .. 

-ex1Stihg~ st~andards for credit li~£ts 1;,. co-operative credit insti-
_.. 4 •, • - ~ - t. - .. _. • . - . ,:\ 'i .. · 'i (' ~ . -

tut1ons' and their loan polides an1 procedures. The recommend a-
. ~ ') . . :··~j ··:. 

tions ~a:r-this committee; as· accepted at the State Ministers I 
• •• - • . ._j - . . '· . • \ ' 

Conf'.erenc'e ~held in Sri nagar in July ·19601 maY be 'said to· have . -· . .. : -
co-operative . . formed' ~he·"g.eneral'bas:fs ·for the programme- of 

agriculW!'Sl cre-dit) imder the 'Thi;d Ffv·~ Ye~ Plan. Thus, plan 

• ·- .. ;-<,.~ ~-~.... . :. -~( -

nearly the last·decade''Wel'e mairily conceived in the context 

pr.ogrammes for co-operative developme~t imaer implementation ·over 
. . . 

of the· i\oliei~s pr.opounded by .the Ru~ai cr~dit Survey Committee 
: :-

• ' ' r •" '> 0 
' l •.l 

and the Meli11a· committee on Co-operative cre.dit and it is with 

ref'ili-ertee •to• these' .p.olfcie's that shortfalls in performance can 
'., 

' •, 

most appropriately be ·assessed. It 1s proposed to se't out first 
. ,.., '! .. 
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the midn points of the policy to which these recommendations 

~add up; before reviewing_ its implementation. 

: II• Framework of Accepted Policies. 

3, Broad;Ly,, the recommendations pertain to the struc.ture 

of institutions for credit, their operations as lenders and 

as institutions ·which .have to raise resources,· the. infra­

structure of functions such as. audit' super.vision and market-

·ing, and the action which has to be taken at the National 

level ·so as·to enable the credit structure to function in the 

manner recommended. As far as the structure is concerned, 'the 

general principle is one of financial, administrative and 

technical' strengthening and reorganisation, on the l;lasis· of 

State Partnership. At the State co-oper.ative bank level;· the 

emphasis is on their development as truly federal and strong 

inst'itutions belonging to the central co-operative b!tnks and 
. . 

giving· them financial· support as well,as policy guidance.· 

. Associated with ·this aim are. the need to limit the number of 

the individual members; state participation in share capital, 

linking of share holding to borrowings and avoidance of com~ 

petition with central banks in regard to deposits and.lendings. 

At tbe central ·co-operative bank ievel, if the instit~tions 
. ' 

are to give effective support to rural credit, the basic need 

'is '.for rationalisation with a view to having generally one' 
' bank per distr'ict as 'an· economic unit, progress towards 

reaching certain minimum standards of viability with refer~nce 
to. own funds and' working capital,· arid _promotioh 'or real'· 

J . 

. ' 
co-operative,·leadership in the pla~e of bureaucratic management. 

. - -, 

. :At the primary level, the aim is to promote viable linits .. 
which may 1 within a reasonable-, tlme, render the more important 

-( . :I 
servi.ces expected of' ih both adequat'e.ly and to as large a 

, ~umber·· of pr-oducers as possible, without depending upon 

qovernment assistance· except for a limited'. period and, for this 
' 

. pu;rpose, to carry out' a· pr·ogramme of' rectification, consolida-
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tion .and revitalisation of existing dormant and weak societies· 

Finally, a central land mortgage bank is required in each State 

with primary land mortgage._l;ianks at the lower ~evel f_or: un9er­

tak1ng th~ dispensation of long-term credit in support of 

programmes for agricultural development. 

4. The operational policies recommended for the institutions 

cove~ a wide range and were intended to ensure the expanding 

supply of pro4uctive credit, supervision of· its purposeful use 

and its :recovery on the due dates. Of key .significance in this 

setting_is the crop loan_ system of production-oriented cr~dit, 

which had been recommended in broad outline by the Survey 

Committee and spelt _out further by the Committee on Co-operative 

Credit. The main principles are that the _loan. will b_e based on 

crop-cum- acreage, with reference to a scale of out.lay and . its 

effect on income and repaying capacity, that credit will b~ 

disbursed in kind and in instalments, and that it ~ill be 
' 

recovered at harvest t;ime, in. co-operation ~lith the· marketing 

society. This al_so means that there should be a .relaxation 

of restrictive features such as insistence on mortgage security 

for all loans, absolute financial limits on loans to-individuals, 

the_ maximum 9orrowing limits of institutions in terms of.own 

funds,, refusal o~ credit to tenants, total denial of loans to 

defaulting societies, etc. To improve the position in :regard 

to coverage, security, and recovery of loan11, legislative 

provision for an: appeal against the refusal of membership.,­

c:ceation of a c.ha~_ge on land in favour !Jf s.ociety and expedi­

tio~s action. ~hrough coerc.ive processe~ for recovery were· - · 

respectively recommended, With a view to encouraging freer·flow of 

cre~it. ~o _ll!eaker sections, spechl outright grants qy Government 

to credit _insti t_utions .were ·.proposed. Similarly, to ensur~ that 

the flow of credit is not .interrupted or brought to a·standstill 

on account of na~ural calamity, special funds ..: stabilization 

funds in the co.:.operatives and the Reserve ,Bank, and· the Relief 
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and Guarantee funds ~n the State and Central Government were 

proposed. Other operational policies recommended are related, 

on the one side, to the need to guard against the misuse of 
... - .. •. . - ' •. i i 1 

resources of co-oper~tive financiu'( inst1tuti'C•ns, e.g: 'eHiili- · 

nation of unrestrl~fea·· finanCing~ of individuals' priority to 

demand for agricultural credit,, ~avoiganRe of. tra~ng etc. and, 

on the other;· to·the ·strengthehing''of, internal resources by 

relating shaz:eholding ··to borrGwings at all levels and by taking 

·various measures such as branch expansion, removal of restrictions 

on: deposit of. quas-i.:.Government f~ds with co-operative banks, . 
. 

provision' of .. banking facilit;l.es e.ild so·.on with a-view to increas-

ing:.d'eposits, ·.In so far as-long-term Qredit is concerned, again, 

the l'ecommendations are aimed firstly, at having_ the. structure 

and·promoting its purposeful functioning e.g. the emphasis on 

p:roductive· purpo·se in lending ·and co-ordination with ag:r;oicultural 

"'.development progl'ammes, secondly;·'at enabling· the structure to 

raise larger. resources··-· rural debentures, special development 

. 'debentureS" and• ordinary. debentureS" with,. government guarantee; 

improving.: the marketability of ordinary debentures and; thirdly, 

at :·ensuririg the· financial •soundness of' operations e.g, provision 

of special. staff for land valuation; guarantee for change in 

value of.hypotheca etc. •. 

5~ ·. ·.As for the infra-structure of· administration and leader­

ship and co-operative 'activity 6tber than bredit ~hich ·has to. 

be bUilt up if the .Programme for co-operative credit should be 

successfully worked, the committees have emphasised the ·need· 
i . · '4 r ,· • · • 

for more and better. personnel and arrangements for training 
. . . . 
.._ ,. ··~~··.---·~ 

them and arrangements fqr supervisi.on, audit end administration, 

development of co-operative inarketihg · an<l proce'ssing, · stor~ge 

and warehousing, appropriate policies regarding Government. ' . . 

taccavi loans, etc. 

6, To''J!Iake"'ai:C this possible, certain responsibilities of 
: 

financing and co-ordination have been, ·entrusted tq the Reserve 

Bank of India filld. the Government of· India and the establish~ent 
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or certain institutions and special funds have been recommended 

at the Nation~ level. These ~re dealt with in the following 

section. 
' . 

riL Action at National Level 

A. RESERVE B.tNK OF INDIA 

i) National Agricultural Credit 
(Long~term Operations)·Fund. 

7. The Rural· -Credit survey Committee had recommended that 

a National Agricultural Credit (Long-term Operations), Fund -

should be set up in the Reserve Bank with an. initial non-recurring 
. . . 

contribution of Rs• 5 crores and annual contributions or Rs. 5 

crores each, the position being required to be reviewed.at the 

end or·5 years. The Reserve Bank or India Act was accordingly 

amended· in 1955, to provide for the constitution· of this ·fund· and 

operations on it. An initial contribution of Rs.lO crores was· 

made to the'fund in February 1956, followed by·a furthe~ c~n• 

tribution of Rs. 5 crores at the end or each of.the years 1955-56 

to 1958-59. The annual contribution was- raised. to Rs.lO crores 

in each of tl:)e two following years. Following the recommendation 

of the V.L.Mehta· Committee that the ccmtribution be increased. 

to .Rs. l5 crores per annum in view of t.he growing demand for 

medium-term loans-, it was decided to step ;up the contribution 

fromRs.lO crores by Rs l crore each year,.till- it reachfd Rs.l5 

crores ~-'the last year of the Third Five Year Plan. The total 

amount thus credited to the Fund so far. is Rs•73·crores. The. 

utilisation of the Fund as on 31st May 1964 

as ~?hewn ,below. 1 

Loans for share capital cbntribution 

Medium-term loans for agricultural · 
purposes. 

Investment in rural debentures 

Investment in special development 
debentures. 

... · rotal; 
.Amt.r~l shgr~. {ai!itaa contribut4.on 

· Am~'tfn<t; o'fPCfuect1'fun_.tchm 1.~WJ1s · 
sanctioned but not drawn. . . . 
Amount available 

. may be indicated 

' ' 
( Rs. in 1akbs. ), 

Outstanding 
2830.57 

815.85 

341.81 

17.56 
4Q05.i9 .... 

1.74 
•. =· • . .. 
1181.68 
2110.79 
------------7300.00 . 
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. : B!' ~-d lar~.e, it. _qoe~ not seem incorrect to .state that _the 

_ I\ank has 1'\0t so tar. _b~en handicapped by a shortage of, .. 

resources in the Long-term Operations Fund in making any 
• - • ••• .-· • > •• 

wo~thwhile loan or investment which it would have otherwise 

favQured. 
. .. ~-~ ... 

ii) Share capital loan to 
State Governments. ·· 

8~ · ·- As 'recommended by the survey Committee; the· Reserve 

'Bank has been making 
1

long..:ter;:n loans to state GoverrW;ents 

for co~tribution tb tti'~ share· capital or' co-operative credit 

ii:lstitutiqns 1'-rom 'odt.-'cif the re:::ources in the. Long-ter!lJ, .. - ... - -· .----.-...: . ..;... _; --~-~ .... 
Operations Fund, Though the Reserve Bank of India Act 

provides for a maximum period of 20 years for repayment, these 

l~ans. af'e usu~;~lly,made for 12 years. The terms are attractive 

in so'far as the loans carry no interest for the first two 

. years arid even the rates of 'interest charged th~re~'tek are 

• low, thou~h rising' from 2 per cent'in'the next 3'years to' 
', ~ , .. 

2-f per cent in the following four years imi:l to 3 per cent in 

_the last 3 .Y.ears. Particulars .ol' loans sanctiqnea so far to 

State Governments for .contribution tc;> ·sna:z:~ capital of different 

types of institutions are s:1o~m ·..;el'ow 1 

. :. 

Stat.e Co-ope:rativ.e aanks. -

Central Co-operative Banks . . 

. . 

Large-sized Agricultural C:redit .. ' ' . Societies .• · .. : 

· Small-sizetl Agricultural Cred~it 
Societies. 

centr~l),and Mortgage Bah~s ~ 
. · ... 

Total I 

( Rs •. in crores,) 

El.35 

' 
1?.01 

6,82 
• 

3.64 

3;s2 
---~-
35.04 
-----~ 

'iii) Short-term accommodation to .. 
State Co-oPerative Bank~.:- · ...... 

9. Th~·survey'corrnnJ,tte~ had 'envisaged that the increase . . ' . . . . ' . ' . - . 

i'n share c:api tal of .. -co-o~er~t~·v·e · cr,edit institut:l,ons resulting . ~ .. . . . . .. 
from the State partnership would make possible a considerable 
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increase ·in the volume- of short-term accominodation for agri-
·~ .' .-_ 

cultural purposes $upplied by the Reserve Bank to State co-

aperativ~ banks. There was also a .. liberalisation of tlie .. 
-1 r • 

,nortns in· regard to the multiples of owned funds which' c'ould 
. . ~ ... I ': 

be provided by the Reserve Bank by way of accommodation to 
- . . : . ~ 

central co-operative banks, as re-commended by the Standing 

in the context of the e~pected . '; ~ .., Advisory Committee in 1956 .-. ~ ·- ; . . . . . - . . 
expansion of c~edit dur~ng the S_econd Five ;lear Plan. _ Th.us, 

the standards followed from 1956 onwards were as fol).ows .; 
~· _j 

. ,, 

Audit 
classification 

' 
~ ., 

Multiples of owned funds 
No:t'mal Exceptional • · 

3 

.. 2 

2 times 
, tiom; 

with special recommenda­
of the Registr¥'• , . . ... '- -

Following the acceptance by the Bank of the recomm~ndations 

of the V.L.Mehta Committee in_ this regard, fu~ther liberal!-
• • - • • ,J.. • • • • • • -

1
sation was effected in SepteJI!be~ 1961 as indicated below 1 

(1) The distinction made between normal and , 
·exceptional limits was removed so that the normal 
credit limits for which A and B.class banks were 
elfgibie, would be 4 times and 3 times their 
owned fwqds respectively, . t 

(2) In addition to the normal limit of 4 times and 
3 times their owned funds respectively, A and B 
_class banks could obtain from the Reserve Bank 
additional limits not. exceeding twice the 
owned funds and equal to the o~med funds respec­
tively, on condition that the· banks concerned 
would show outstandin_g loans agaj.J;J.st societies 

. for agricultural purposes for twice· the amount 
·borrowed in excess of the normal· limit and further 
that the outstanding loans would not include any 

. overdue· loans. - · · · : · . _':_ . . 
(3) Eve~ C class banks could be sanctioned limits upto 

·4·t1mes their owned funds against Government 
;guauntee, 

(4)-The owned funds for this purpose would include 
in addition to paid-up share capital ,and statutory 
reserves, other funds .or a permanent nature cfreated 
out or the profits ~Uch as-agricultural ·credit 
stabilisatio~ fund, dividend equalisation-fund special 
bad debt reserve, and the building fttnd (provi~ed 
that adequate provision for depreciation is being 
made annually, if the Tund has been utilised in the 
const5uction_ Qf a bui~d~g.)_ . _"' , . 

1 
• 



9 

10, J.s a result of' these various. measures of' liberalisation, a 

V!lrY conside~able increase bas taken place in the aggregate credit .. 
limits sanctioned_ by the Reserve Bank from year to year. (vide 

Statement I). Fo~ the country as ~whole, the totallimits sane~ 

tioned to State Co-operative Banks f'er short-term agricultural 

purposes rose from Rs.29,64 crores in 1955-56 to Rs.lll.79 crores in 

19~0-61 and Rs.l85,80 crores in 1963-64 upto 15 June 1964, The 

figure. for 1963-64 includes Rs.~.3P crores representing the additional 

limits sanctioned to 14 central co-operative banks, in terms of_ 

the recommendation of the V.L.~!ehta 'committee. 

iv) Medium-term loans, 

11. As recommended by the~survey Committee1 the statutory res~ric-

tions which had earlier operE>ted to limit the· total of medium-term 

"" loans granted by the Reserve Bank to Rs.5 ·crores and the individual 

limits .for each State Co-operative Bank to its owned furids-·'were 

removed, when the provision was made f'or such loans to be· advanced 

from the· Long-term operations Fund. Subs'equently, following the 

recommend at ions of' the V. I:;, Mehta Committee, the Reserve ·Bank also 

libeJ,"alised its practice of sanctioning a mediiun-term limit -'to a 
- . . 

central co-operative·bank only upto its owned funds and agreed to 
~ 

sanction ti additional limit upto twice the increase in fixed deposits 

and . .share ·capital registered during the year prior to that for wlJiclJ 

th~ limits applied, provided, however, that the normal and additional 

limits together did not exceed twice 'their owned funds, Though the 

quantum of' medium-term loans sanctioned' to and outstanding to the 
' . . ' 

Reserve· Bank from the State' Co-operative Banks has grown· in r·ecent 

years (vide statement II) greater' progress was not possible oecause 
' . 

of' certain procedural matters. In- the· earlier· years,· State· co­

operative banks were expected to draw on the medium-term loans from 
• the Reserve Bank and then use those resources to make loans to ·-the 

central banks, but it was n.ot· permissible "ror them to draw on .the 

Reserve Bank to reimburse themselves in respect of loans already made 

by them, Further, the loans from the Reserve Bank had to be drawn 

within 6 months from the date of sanction. The procedure was modified 
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during 1962-63 so as to make it possible for the funds to be drawn 

-·from the Reserve Bank by way of reimbursement and r'or the medium­

term 'loan sanction, like the short-term limit, to ~e available for 

drawal. throughout the cooperative year. In view of the shortage cf 
. . 

medium-term resources with the cooperative credit structure and the 

apprecia:ble dt:llland r'or medium-term loans, the Re-serve Bank has 

always emphasised that its loans are intended to provide supolL~ 

rnentrry finance ancl that cocpereti'le b:mks should n:}t reduce their 

O\m involvement in such financing when they·draw·on .. the-'·Re~rerve 

.. Bank :Limits. It was also, therefore, emphasised that the apex bnnk 

could reimburse itself by drawal from the Reserve Bank only upto 75 

per cent of the excess of. its outstandings of m~ium-term loans· 

over the basic level of such loans made from ilieiP own· resour·ces 

and outstanding as on 30.6~1962 7 and that ~he same condition should 
' be observed when cent,ral .banks r€imbursed tilemseJ.ves by drawing from 

the ape~ bank_ on the Reserve Bank loa~. However, because of the· 

difficu~ties experie~ced by. the apex banks ,in understanding, and 

adapti_ng themselves .. to. tha new procedure and as also·-in mainta1n-
, ... •' 

ing th~ margins stipulated,.· ~he extent to whicl} medium-term loans 

were drawn in 1962-63 was not appreciable. As a ..further measure· of e 
liberalisation., it has now peen .decided ;that no separate margins will 

be insisted. upo~ for the apex and central co-operative banks an~ . . ,. - . 

that. the Re~erv~ Bank f/ould, be willing to reimburse :the apex c·o-· 

operative banks upto 89 per. c.ent of .the vo.lume of medium-" term : ·. 
loans outstanding in ex~ess of the. basic level of· such outstand­

in~ as ori 30.6.1962, the o~her 20 p~r cent having to come from 

the State and . . central c9-opera:t1ve banks togethe:r. It is ·. 
• J ' • 

expected that ·this will lead to a considerable L-:crease' in 

th.e volume of medium-term loans drawn by th.e banks !,rom the 

Reserve Bank in future. 
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v) National.Agricultural Credit 
. (Stabilisation) Fund 

12. Following the amendment of ·the Reserve Bank of India 

Act in 1955 to give effect to the Survey Committee's reco­

mmendations, the Reserve Bank constituted the National 
. . ' . . ' . 

Agricultural Credit (Stabil~ation) Fund in February 1956 with 
. . . 

a contribution of Rs. 1 crore which has been continued from 

year to year. The s\li!l in the Fund as on date is Rs. 9 crores • 
. '· 

This is to be used, according tG .the Act, for sanctioning 

medium-term_ loans t~ State co-operative banks for the purpose 

of __ enabling .them to repay in time th~ir· short term dues to 

Reserve Bank for agricultural purpos~s in circumstances in 
I • 

I • ~ I • ' 

which, in the Reserve Bank 1s opicion, they are unable to do so 
' 

owing to drought, famine or other n,.tural calamities. As may 
I .: 

be recalled, the Committee had recc:nmended th.at the facility 
. 

. 
of drawal on the National Fund should .be conditional on the 

'\' . :- .. 
maintenance of similar .funds in .the co-operative credit 

. . .. 
si.;_ruct'f'e and on a part of the ovord~e _liability being met 

- . 
· from s\lch funds. Af! the building up of these funds within the · 

-~. J 

co-operative credit structure on the lines suggested by the 
- . 

Co~ittee.has not taken place to any si~nificant extent, there ' . . ~ ~ 

has been no occasion for a drawal on the National Fund so far. 

This problem is now beine reviewed in consulta-tion with the . 
• ';_., ' j • • . . • I,' '' 

Standing Advisory Committee so as (i) to lay down the appropriate 
~ :! 

norms_in regard to the circumsta~ces in which and the extent to 

whic~·resources from the funds a~ differen~ levels should be 
l.. . ~ 

expected t~ be available for 
- .. ·- . . . 

meeting a situation arising from 
. ; . ;. - . ' 

nlitur_al calamity and (ii)_ to see hmf the fund!:· within the co-
' .. 

4 ~ - ~ • _. ' : 

operative credit . ' . 
structure could be strengthened substantiallY 

. . ' 
in the immediate future as also in the long run. 

' . ' ·~ 

vi). Long-term Credit. 

13. The Rural Credit Survey Committee had recomm~nded th~t the 
'1 .. • • . . 
long-term accommodation~o central 

. - . . . . . . 

of direct loan~ and (b) by' purchase 

Bank should be enabled to give 
• ,• .: ; • ''•'' •· ' : _I 

land mortgage banks (a) by way 
I ·,_ 
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of whole or part or their special development debentures by 

drawing upon the Long Term Operations Fund. Statutory 

provision has been made for both these purposes but it is not 

the policy ordinarily to make loans to central land mortgage 

banks (The_ solitary exception, however, is a loan for 12 months 

made in 1958 to the newly established Kerala Co-operative 

Central Land Mortgage Bank, pending the floatation of its 

first series of debentures, for enabling it to take over the 

assets of the Travancore Credit Bank which had been engaged in 
. - ' . 

this business earlier). As for the special development 

"debentures, in the context of the need for credit for special 
-1 '· 

schemes of agricultural development, it has been found necessary 

to go beyond the recommendation of the Survey Committee and 

establish an Agricultural Refinance Corporation with 
'· 

substantial resources of its own and the responsibility to 

function excl~sively in the field of such refinancing. ~» 
"f;.J.O \W. EM-d... ~ .::r~ \'\ S 4-1/JJ-w tJSAi'irb<l~ t:tt ~ lli1A'flt~&1 the Reserve Bank had 

contr~buted to special development debentures or the value of 

~ 13.50 lakhs and ~. 4.06 lakhs issued by the Andhra and 

Kerala Central Land Mortgage Banks in connection with the · 

financing of cultivators in the Musi Project area and a rubber 

plantation scheme in Kerala respectively. Subsequent issues 

of debentures of a simi+ar character are being handled by the 
-

Corporation. 

14. A .scheme ot rural debentures has been evolved on the-

lines suggested by the Survey Committee. Till the end or 
i . 

1962-63 rural debentures of the value of~. 773.56 lakhs'were 

r~oated, or which an amount of fis. 653 .• 64. la}!:hs was subscribed. 

(~. 311.83 lakhs by the public and fis.341.81 lakhs by the 

Reserve Bank of India). 

15. In pursuance or a recommendation of the Survey Com~ittee, 

the Reserve Bank has accepted the debentures of central land 

mortgage banks as being on par with Government securities ~or· 

purposes of its financial accommodation. 
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vii) .~rgan~s~tionA Agricultural Credit Department 

16. As recommended by the Rural Credit· survey Committee, 

th~. Agricultural Credit Department· has ·been c?nsiderably 

expanded and reorganised. ~he Committee had also recommended 

that the inspections of co-operatiV'e banks by the Reserve Bank 

..should ·be one of the important duties of the officers in. its 
·! .. . ·. ', . 

branches and that manua~s and instructions should be issued by 

the head office to laY down the lines ori which s~ch inspections 
. . . . · - · now being 

might be conducted. Inspections areLcarried out through 

branches of th~ Department which have been opened not only at 
~ ~- . 

those places where the Bank itself had its offices but in all . 
other States as well. A book of instructions in regard to 

inspections has been ~inalised and issued to all the regional 
-

offices by the head .. office of the Department_. 

viii) Standing Advisory Committee 
on Agricultural Credit 

17. On the dines suggested by the Survey Committee, the 

, .. Standing Advisory Committee was reconstituted so as to be an 

expert rather than a representative body. 

18. The establishment of an lt.dvisory CounciL of represen-. 

tatives of all States ancf ·including economists, co-operators, 

etc •. e.s a common agency to be concerned ·with the· activities of 

the Reserve Bank and the Government of India in regard to co­

operative develop~etit, was r~commended ·by the Rural Credit 

·survey Committee. This proposal .had .. been under examination by 

the Government or India. for ·sometime in 1956 but later it was 

decided' to defer its consideration. 

B. GOYERNMENT IF INDIA 

19. . According to the Rural Credit Survey Committee, the 

major responsibility for the development of co-operative 

ac:tivity other than credit, as also 'or storage and warehousing 

-was placed on the Government of India acting mainlY through 

the National Co-operative Development· and Warehousing Board. 

Accordingly, various steps have been taken dl;lring the last 

decade by the Government of' India to plan, develop and 
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co-ordinate tb.a a:ctivitie.s. connected with ~ co-operative 

marketing. and processing as also storage and. warehousing, . 

appropriate financial provisions being made for the purp.ose 

under the Second and Third Five-Year Plans. . ' 

i) National Co-operative Development 
and vlarehousing Board 

20... ·~s recommended by the, Committee, a National Co-operative 

Development and Warehousing Board was set up by the Government 

of India in November 1956 in the Ministry of Food & Agriculture, 

following the enactment or Agricultural Produ~e (Development 

and Warehousing) Act of 1956. All-India and State Warehousing 

Corporations also came into being. Legislation was, however, 

enacted in 1962, bifurcating the functions of the Board and 
,. . ' entrusting them to two independent institutions viz. the 

National Co-operative Development Corporation which was to 

perform all the functions of the erstwhile_ Bqard other than 

those relating to warehousing, anq the Central Warehousing. 

Corporation which was to look after warehousing._ This bifurca­

tion was made mainly,for administrative convenience so as to 

secure an .independent status to the National Co-operative 

De.velopment Corporation which was expected to impart _the 

pecessary drive at. of.ficial and non-official levels for the 

execution of co-operative policies. 

21. Though the composition of the Boa,rd and the nat.ure ·of 

functions of the Central Warehousing Corporation did not fully 

conform to the specific recommendations or the Survey Committee 

the operation o! the Board as an agency at the Centre for-

·policy-making as well as implementation of·the programmes 

relating to the activitief! oth~r than credit, organ_ised on a 
. I 

co-operat_ive basis seems to be broadly in accord with the· , 

intentions underlying the Survey Committee's recommendation. 

With the_ transfer of Co-operation to the Ministry of Community 
< 

Development. and the increasing emphasis on co-operative 

organisation in different sectors of the economy, ,the range 

of matters dealt with under this set-up has widened and _its 
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scale of operations has expanded considerably. From the point 

of view of the integrated scheme of rural credit, the following . 
types of assistance extended by the Centre to the Plan 

Programmes in regard to co-operative credit, marketing, 

process in~ and_ administration, assume special significances 

(i) Subsidy towards cost of managerial staff for primary 

agricu;Ltural credit societies (large-sized and small-sized), 

cent,ral co-operative banks and marketing societies, (ii) Loan 

cum-subsidy for the construction of godowns by marketing 

societies and agricultural credit societies, (iii) Loans for 

enabling· State Governments to participate in the share capital 

. ot ma.J;keting societies and processing societies, (iv) su)'sidy 

towards cost of additional departmental staff. Apart from 

approving Of the pattern of ass_istance and actual sanction of 

specific Stat~ schemes from year to year, the Board has also 
- I • , . 

taken various important decisions on policies relating to 
.. 

programmes of co-operative development. Consolidated 

particulars of assistance provided by the Board in the last 

few years ~ ~n• am~~ sa~ in the spheres of co­

operative marketing and processing are given in an enclosed 

statement (vide statement III). 

ii) Co-operative Marketing and Processing 

22, ,It ~as recommended bf the Survey Committee that primary 

. marketing societies should be. organised at either important· 

mandles or at taluka centres as convenient and that these 

should be State partnered, and assisted by the State Government 
. . 

with trained personnel. The programmes of co-operative 

marketi~g in the Second and Third Five Year Plans are based on 

an acceptance of these principles and have. improved the posit-ion ... ' - . 
in different degrees, in the various States. 

The Rural Credit Survey Committee had recommended that . . . 
~tate Governments may, subJect to_ certain _condi~ions, compul-. : .. 
sorily acqu,ire processing_ plants etc •. in the private sector .. 

·· where memb~rs of c'o~operatives . or .persons prepared to form 
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themselves irito a co-operative offer "tO. subscribe not less 

than 30 per cerit of ~he share capital. This recommendation 

has not been :i.~.1:Jlemented, 

24. The V.L.Mehta Coffimittee generally emphasised the .. 
importance of the programme of cO:operative marketing and, in 

part icul:ir, had recommended that the marketing societies should 
.. -

be permitted o!ld enabled to make outright purchases from the 

producers and that, in order to protect these societies from 

the risk of loss in that event, the State Governments should 

fix the minimum· price at which they would be prepared to 

purchase from the co-operatives. The latter part of this· 
·. 

reconuD:endation has remained unimplemented, though various co­

operatives have begun to undertake outright purchases to an 

increasing extent. ~ proposal for the constitution of a 

special price fluctua"tion fund to meet the incidental losses 

resulting from business of this nature· is under consideration, 

iii) s~ecial Bad Debts Fungs 

25, With a vic~/ to encouraging co-operative institutions to 

. implement t:1e recommendations with regard to advancing 

production loans to ileaker ·sections subject to repaying 

capacity, the Mehta Committee on credit recommended an outright 

contribution f .rom the Government at ·3% of the additional loans 

made by a society dur~ng the yaar over and above the loans 
' 

advanced by it in the <..:uliar year and a similar contribution 

at 1% to central co-operative ba~"l~s in respect or additional 

.finance provided by them, Government of India, in consultation 

with State .Go•Jernment«.decided to ·extend such assistance to 

primary agricultural.credit societies and central banks and 

introduced a scheme on these lines in.1962-63, The Committee 

has propos~d that the position should be reviewed after 2 years,~~ 
~ with a view to examining how far the weaker sections had reallY 

benefitted from the operation of this s·cheme. This review is 

being taken up by the Government of India'·""" .,., ~ ~-
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iv): Storage" and ~larehousing 

26. ·' .d.ccording to the Rural ·Credit Survey Report, lack of 

adequate ·and proper ··storage facilities at the village and 

mandi levels was a factor which had severely restricted the·' 

·.growth- or credit as well as marketing co-operatives. Their 

importan9e· for 'primary credit societies received further 

emphasis in the V.L. Mehta Committee Report •. Thanks to the· 

assistance'·provided ·by the Board, considerable progress has 

been' achieved. in recent' years in the construction of godoWils 
. . . . I , 

by'the· marketing and credit co-operatives. As bn 30 Jun~ 1963, 

nearly 4,200 rural godowns with a capacity of about 100 tons~ 

eadh'.and 1200 ;godowns: at· the maildi ·level with a capacity of 

about 250 tons-each are reported·to have been completed under 

the Plan programme, In addition, the village co-operatives . . 

and marl!:eting societies had constructed nearly 1500 and 1000 

'godowns respectively mainly from their own funds· outside the 

Plan progra~es. ~ ~ol, v..-, ..... ~k:~, res e-o ~ ~ "'-
.,...,__ "!.0 - b- b~.. . . . 
27. · ··· ·Warehousing development has also received considerable 

i~petus·irl the last rew·years. Tha·centrai Warehousing;· 

i::or:Por_ation started runctioning in March 1957 and an the 

State Warehousing Corporations had.been established by the end 

of the Second Plan. According to available information, there 

are at present as many as 86 wareho~ses owned 'by the Central 

Corpora.ti.on and 476 owned by the State Corporations. The 

commercial banks, including the State Bank of India, have 

commenced· the grant or advances again.st the security of 

"warehouse receipts· and the Reserve Bank, with a view to 

encouraging the development' of warehousing had totally 

excluded, till the end bf 1962, loans and advances·made 

ag~in~t warehouSe' receipts_ from the purview of th~ selective 

credit controls. operated. by lt. Though such loans have since 

been brought within the purview of control, care has·been 
. . 

taken to· see that the share of such loans is not· adverselY ·· 

affected. 
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28. Contrary to the expectations of. th!l·_Rura:)._ Credi~ .. ?ur_vey 

Committee, no close links have bean establiahed b~tween the . 

State Warehousing Corporations and_ the co-operatives. It.was 

repommended by the Committee, for oxample,that the State• 

Warehousing Corporations should contribute to the share ·capital 

of co-operatives concerned with storage or warehousing as tl)eir 

primary .function or as. on\' of :their pl'ima:rY. .fu~ctions •. ~his 

has not be·;l~ founq necessaryor practi::able. -Co-operaq.ves,_ 

have continued generallY to raise loans on the direct pledge , 

.of produce rat;har than on the strength of warehouse r~.cei,P.ts •. 

C. STATE .BANK OF DIDI11. 

29. As reco~an~ed by ~he Survey Committee the State_Bank 

of, India .was b;oought into baing .on 1 July 1955, with a . 
·~- . . 

substantia~ 12art of its share capital being held by the , 

Reserve Bank. More recently, subsidiaries of the State ~aQk 

have been constituted out of various State associated banks ~n 

the different parts of the country. In its t?tality, this 

structure has un,dertaken an impressive progra~(;·of branch. 

expans;i.on which is still_ in pr~pe:ss and has far excee~~q.tha 

statutory target of 400 which had been required to pe .reacheO, 
. . . . . 

by the end of June 1960 and was f:.::lfillad. An ~ntagration and 
- . 

Development Fund has been constituted within _the State Bank 

from.the dividend cue to the Reserve Bank on the shares .held _by 

it and -is_ available for meeting losses which may accrua.,to_ the 

bank .).n respect of these new branches. So far as the co- . 

operatives are concerned, there has been a progressive increase 

in the part which the St~te Bank has played in the financin~ of 

co-operative activity other th~n credit ror agricultural 

production, without disturbing the discipline of the co-
• - I • , 

operative credit structure. .As envisageq by the Rural Credi-t; 
- . 

Survey Committee, tlie most important aspect of its ~inancing 
• I. - ' J 

relates t p co-operative marketing and, processing inst ~tuti ens, 

and;, of the latter, especially co-operative sugar fac.tories. 
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Various procedural difficulties have bE3el} faced· in the pro.cess. 

and, to some extent, satisfactorily solved, so that the State . 

Bank of India is enabled to finance the co-operatives without 

departing from the requirements enjoined on its conduct by 

canons of sound banking. The financing of marketing societies 

by the State Bank has taken the form of pledge accommodation as 

well as clean crodit supported by guarantee or the State 

Government or guarantee of co-operative banks. In addition, 

severa~ co-operative banks have continued to obtain accommoda­

tion from the State Bank of India against Government paper. So 

far as long-term credit structure is concerned, .. the support 

·of the State Bank has come in the form of (i) contribution to 

debentures of central land mortgage banks usually to the tune 

of 10 per cent of each floatation; (ii) the provision of 

interim accommodation against Government guarantee and 

(iii) contribution to marketability of debentures by granting 

advances against such security. The total limits sanctioned to 

co-operative institutions by the State Bank as at the end or 

December 1963 amounted to~ 44.51 crores as against which the 

outstandings stood at~ 10.88 crores, as shown be1owl 

Name of Institution 

1. Marketing Societies 

2. Processing Societies (other 
than sugar factories) 

3 •. sugar Factories 

4. Co-operative Banks 

5. Co-operative Central 
Land Mortgage Banks 

6. Industrial Co-operatives 

7. Other Co-operative 
Institutions 

Total 

~ in lakhs) 

Number of Sanctioned Outstand-
~ccounts Limits ings 

148 120.43 . 20.24 

4 3.75 2.30 

26 788.85 264.82 

309 2642.60 512.65 

15 843.68 272.75 

34 25.14 7.72 

21 26.09 7.59 

-------------------------------~-557 4450.54 1 088.0'7_ 

-----------------------------------------------------------------
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IV. Implementation.at State leyel 

30. In the following pages,. an attempt has been made. to 

present, in brief outline, the progress made in each State 

towards the implementation of the agreed policies in regard 

to .agricultural credit. 

dga/yPk 



• t '. • ~ 

The Ass'am State Co--operative Bank was registered in 1948 
: '. 

and began its operations iD May_1949-while the Ass~m Provincial 

Co-operative Bank had fallen into a moribund c~ndition and . 
·! t 

awaited liquidat' ion. This bank has a large element of. individ~ 
i ; . ' . •. . ! .. ,. 

ual membership which has not shoWn any reduction over the years. 
. . 'i'~ . . . '.. . ' -:. t • • • • i . . l 

Its bye-laws state that individual membership should not exceco 
I ~ - • -

1/3 of the total membership except with the ~pproval of the - . . . -.- . . r . 
Government, but the order of Government's approval does not 

( · . .- : ... , . - . .., ' ' . .. . ' . ' 

indicate tho extent . to which. the limit migh~ be. exceeded~·. T_ho 
. • • t L ._, • . . . ' 

bank has not· tried to remedy this feature, the justification 
- . . - . 

:· . : • ! . J • - ' ' ' : ;. • ' .... . ' •• ' .• ' • . 

offered by it' tor such mG!IIber~hip bo ing its con~inuing _!nteres.t 
; ~ l ' . . . ~1\ ' . . 

in financin~ tea gardens ~nd the lack of adequate credit. 

'facilities to Assamese entreproneurs_from commerc~al b~nks. .. . .. .. · .. 
ih~ administrative councii' ~ whi?h the management of the bank 

vests·· appoints tho Boa;d- of Directors· oil which there are, among 
J -

' ' . . . . ' . ~- '. . . . ... ' 

othoio"s, two ropresontat:i.vos. or' the central banks and on.'e 
'; . '_., - - . . . . . . '. : ' 

representative of the individuals. The representation to the 
. . : ' . - ' ' -.. ,, . - . f. ~ -~ • ~ 

central b~ntts.be~g only 2 out of~ total of 10 members tends 
' ' • • ', - , I : f o ' • > ' . 

to detra·ct from tho ·federal character of the apex bank. The ·. '•' ' ' .. 
~ • , ' • , e 

bank has a sharo ca9ital of~ 40.20 lakhs which includes 
r . t .., :\ • •' -: - , , ._, • ' 

State Government contribution of~ 22.00.lakhs. The apex bank 

continuos t~ do loaning and dep~sit busine~sc with individuals 
~ . . . . 

... , . ' i ·· ,. \_ •I '~ ·' ·"' 

in areas whore tho central banks also function~ This overlap-- . - . 
--.~· o. • " , _ ·r·. 1 ,, '1 ·-, · .- ,.,. , , •. 

ping jurisdiction ~f 1 5. of the branches of tho apox" bank appears 
.. . : _.· . - • ~ . - • : .. . . . . . . • . , - l ... : - • 

to havo"anadverse affect on the' development of the central bank 
· 

1 
, f I • , :- 'I · 0,.•: , ' • . -_ :· ,. , ·i ; 't - ' . • • 

in those areas. The ape:i( bank has field staff for the·· inspection 
• I. ·--:' • -' • . .. . .... , ; , r . • · .. .. \ · ) - -' 

of·the'branches, central ~an~s an~ societies. The bank is also 
• •. f' • • _.-. J ' . ~. . ' t ' • .L ' ~ 

expected to 'play an important part in the scheme w,hich was drawn 
• -.' ' • - : l . J • -. • - • 

up in May· 1953 for the reorganisation of the movement in the 

~reas served .,by' ~ho three -~~nt~al bln!i:s ~~ No~gong, ·T~jpur ,and 
' . • . '. . ~ . • ... ,, j - . • . ~. ~, . .!. .; • • '!!"' ' 

Cachar, ·as a first step_ in the ~as)t of a.otivis i~ co-op~rat;ve . 
; • '. ·; •. ~ . • t • - . ., •• ~~ ; •.. • ~ ! . 

agricultural credit in the ·state which has come to a standstill, 
... , • .I r -· : ' ' ', • • • ,' •· . • - ; • :_: ....... ;. ' . 

as a result of mounting overdues. In this connection, the apex 

bank ·ha~' posted ihre'a of its \ranch manag~r~ as m~dagers ~·f ~he 



of the three central banks. 

2. Unlike the apex bank, the central banks present an image 

of finan~iallr weak institutions. As there are 9 banks 

serving 7 districts, the process of rationalisation will be 
- - -.: r ~ . 

completed only i~ the_ two banks in tho Kamrup_district are 

amalgamated and tho Dibrugarh bank which serves a sub-division 
' • • ' • -" ' .. • ~ -- - _l_ • ' -

of tho Lakhimpur district is amalg&l!lated with the Sibsagar - . ,. ·\ ~ . . - . 

bank in the adjoining Sibsagar district. From the point of · 

view of tho financial ~t~nda.rds expected of a central financing· 

agency,, it is soon th_at three banks had. owned funds of less 
.. ' . . . ~ .. -

than Ps 3 lakhs and working cap.i;l;~-~ of less than II! 20 lakhs; · 
' . . . ' ·~ ··,. . . ' .. -

these throe institutions had· 'been .. refused State contribution to 
. • • : • j 

share capital, as they _wex:e not likely to be retained on a 
- '• • • r ,'\, 

permanent basis. ·. , • J ; 

. 
3. ThEir_e .were 5177 .primary _agrJcultural credit societies in 

. . . .. -' ('''" . '· . . - . 

the State. Of those,.a.s.-,many as.~ pel,' cent were dormant. A 
. . . -; . -~ . . .• -

majority of the societies. are .. b.ased on. !In limited liability. ·Of 
' . . ' • : • _, .' ; I • .. ', '- . ' • ' ':· 

the total number of' soci~ties, ,)~29, .we)'.'e lar;:ge-siz~d societies 
. . -~ . ., . . . - . . -

I • ·~ • ' , ' 

and 4948 small-sized, societies •.. The large-sizad· societies had, 
~-- .. ·- _,._ .• ~-;-·;...··_· .. ' .. '· .·· .. ( 

on an average, a population of ~1354 covered by their areas of 
. . • • • • .••• '; --- • •• - - j • 

operation. Tho membersh:l;p, per soc~et~ :was 410 and the loans 
- . . !! . . . -. . - •. - - ·. . ' .. - . . - '_ -

outstanding per 'society amounted t!> Rs 28 1 236. The small-sized. 
; .. , .. . . . . . J· I.: . - ,. • - • 

societies had,· on an.averaga, a pop,Ul!l,tion of _911 covered by . . . ., -
their areas o~ operation. The membership per society was 40 . . - .. ·-.- ,.-. . . ; .. ' . :. . ···,· ~ 

and the ·loan outstanding per society was Rs 2125 • 
. I • - ' 

4. T.here is a restriction that no unlimited liability . .-. ') . .. -· ' . 

. primary society should have a membership .in excess of 100. No 
- - ~ . . ' . ·• '· , ,. ' • • t , • ' ' • • ' , • , . , -. ' f I . 

provision exists in tho yooperativa. l,aw for a member to appeal 
-.I : • ,. •· J. • • -

to tho~ Registrar against non-admi~s io~ to membership. In the 

contoxt or the large ova rdues in the State,. the programnie or' 
: ; ' ·. I -. •• .. . • '..'• . • .·.,, •• • r 

rovitalisation can be said to have made almost .no progress. As 

against 1200 soc~tios whi.ch ware to. b<;! ··~evit~lisod duri~g the 
- . 

Third Plan period~ only 119 appear to have been tali:en' up for·· 
. ·-: ' . ' .~ . .. ~- . .. : ' . .: - . . . . . 

rev1talisat ion during 1961-62. No societies appear to hav~ 
~ -. -

been so covered in 1962-,63· Mora rece,nt~y, however, e.f~ort is .. . 



being concentrated on the scheme for tho areas covered by three 

selected central banks which has been referred to earlier, This 
- -

scheme involves classification of societies for revitalisation 

or liquidation on the basis of the recovery porform~nce of 

members, conversion of part of tho overdue loans into medium­

term loans and obtaining ~ovornmcnt guarantee for tho ~omain~g 

overdue loans. The selected soc.ieties are to bo assisted with 

managerial subsidies and financed by tho central banks, 

5, No feature of the crop loan system appears to be in 
operation in 

LAs sam. Thus, the quantum of loans advanced to individual 

m~mbors is based mainly on tho value of land owned by t~o 

borrowers or their estimated not income. Thoro is, further, an 

upper limit of P.s 200 for short-term loans and R~ 500 for medium­

term loans; tho former is reported to h~ve boon raised to Rs 500 

from December 1963, As regards medium-term loans, evan though 

tho loan limit par member is only ~-> 500 1 mortgage of land is 

insisted upon. For short-term loans, those who provide mortgage 

security can borrow upto 20 times their sharoholdings. Though 

there is provision for loans on personal surety, in practice, 

loans are given usually only to tho owners of land, Thoro is 

no provision in tho Assam Co-operative Societies Act for tho 

creation o.f a charge against land or tho interest in land held 

by cultivators, in favour 9f co-operat ivos. The pract icc_ of 

issuing loans in insta lmonts and in kind docs not appear to be 

prevalent. 

6, It is understood to have boon proscribed by Government that 

.a society may be provided fresh finance if it has repaid 50 per 

cent of its demand but the banks do not observe this I_lrincip~o 

in actual. practice, As. regards stabilisation f~nds, the State 

Government would so om. to have agreed_ to a deduction out pf tho 

dividend payable to it, baing credited to this fund. The amount , 
1.. ~c.!-. ~.,l ""'0 ~ .,;... IN ~ ~ ~~""-\:tv -va 

to tho credit of this fund in tho apox_ bank~s on 30-6-62 was~~) 

Rs 2.35 lakhs and that in tho funds of tho two central banks 

which have constituted such funds., was only Rs 141ogo. A relief 

and guarantee fund has been constituted by tho State Government 



-:<.'-+ 
which had an amount of~ 2.50 lakhs to its credit as on 31-3-62. 

7, So far as tho apex b~nk is COI?-Cornod, it is ~iving .lar~o 

financo to individua'ls in tho form of cash crod~ts, .o'!'ordrafts 

and loans. This is. part~cularly .. truo in ;rospoct of its .. 

financing of individual tea gardens; the vol~o of such advancos 

by tho apex bank has inc~oascd, going up from Rs 71.29 lakhs on . . - . - .. 
31'-3_-1961, to P.5 149,81 lakhs. on 30-6-1963 while advancos to .. 
central co-oporativc banks and societies .stood virtually froze~. - . ' 

a. T.hc maxim~ borrol-J,ing power in tho caso .:of p;rimary crodit 

sociotios :with limited .li::b~lity i~ 15 times, tho share capit!ll 

and .reserve fund, and that for most of tho contral_banks, 10 

times their.sharo .. capit~l and rosorvo fund separately invested. . . . . ' . 

Tho borrowing powo r of tho 
. l • ~ 

apox bank· has boon incroasod from 
'. . 

15 tq. 20 times t~o paid-up sha~o capital and statutory reserves 
• ' I . - • 

by amending its bye-laws. 
" ~ ~ . . - Sharcholding is linked with borr~wing 

at alLlcvols, tho prpportion bo~g broadlY: 5 to 1~ par cant in 

the caso of primary sociotios with limited liability as wall as 
. ' .... .· - . 

tho .central banks and 2t% in the caso of tho apox bank. .Tho 
·, . ·J ' . ' . 

central co-operative banks do not. soem to. havo mado much~ffort 
- • ' ' -,, - • I ' 

for impl;'oving thoir doposit rosourcos. Four of thom havo no. 
. - ' I . • - ' ' 

branchos and tho number of branches of tho othors .var:l.os from 
• • ' .j • ' • • • 

1 to. 3, tho total numbor ,of brancl).cs ,baing in all 10o.Contral 
. - . . . ' . . . -

banks .,such. as ti;losq, or Nalbar;L, Tozp~r and Nowgong aro stated - - . . ' . . - . 

to bo not offoring compo.titivo l;'atos .on .savings deposits. Most 
' .,.. , , • - ~ L ~• -•-

of. tho 'banks ,do .. not hold ~ny deposits fro~ quasi-Govor~ont • 

institutions but it is not known whothor this'has rosultod £rom 
. -

any rostrictions imposo~ by Govornment or from their own 
. . . ·. -

gonora~ly unsatisfac~ory financial; pos~tion. Soma of t'llo 'banks . . -
offer no. facil:j.tics for ope~ing currant accounts_and mo~t or 

them do not undertake col,lection of bills on .'!>ohalf of thoir . 
. . . ·- . -- ' ' . 

clients. 

9~ . The. Assam Coni;ral Co-;oporatiyo ,Land Mortgage. !lank oporatos 

through 14 primary land mortgage banks and. land mortgage 'banking 
. ··• ,· . . . - . . 

sections in 4 contra4 banks in tho Stato. Its financial position . -
is. sta;tod to be pr~carious and its oporati~ns h~VO Vil;'t~ally,. . : 

como to a standstill, with ovor 90, par cent ,of. tho demand for 
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the last 3 years being unroalisod. The bank has not floated 

any dobonturos and has been working mainly with tho funds 

found from its share capital and loans ~rovided by the State 

Government. As much as 30 par cant of tho loans ou~standing 

as ori 30-9-1963 were for tho discharge of prior debts, 

10. Supervision in Assam is in tho hands of s~aff appointed 

.bY tho central co-operative banks and suprylomontod by tho 
. ·' . - -

Assistant Co-operative Officers of the Department attached to 

the banks. Tho average charge. per supervisor was as high as 

.48 societies in Nalbari, 42 in Nowgong, 36 in Tozpur and 35 in 

Goalpara. 

11. Audit is the responsibility of tho Registrar but tho 

staff provided for tho puruoso is inadequate and has lad to 

accumulation of largo arrears in audit. The charge per auditor 
:. 

was as high as 78 soc iot io s in Nowgong district, 58 in Cachar 

and Dibrugarh, 65 in Jorhat sub-division ate. Thoro is no system 

of concurrent audit in tho Stato. Thoro is a general shortage 

of departmental staff,_though tho financial provisionoxists 

for employing them. It was reported for example, that, thoro 

was a shortage of 140 Assistant Co-operative Officers and the 
- -

difficult to recruit 
-1 •. : ·- · ell 

Dopartme~t was ~tatod to be finding it 

incumbents for tho posts. Thus, as against tho provision of 

~s 2.04 lakhs and ~s 4.16 lakhs in tho budget of 1961-62 and 

1962-63 only R~ 0.52 lakh andEs 2.07 lakhs respectively wa~ spent, 

In addition to this Plan provision, tho Central Government had 

also granted spec~al assista~co to the State towards staff and 

this too could not be fully utilised, In the context of heavy 

overdue s, it is important to no to that tho staff engaged in 

arbitration appears to be inadequate and'this was considered 

to be loading to inordimi.te delays. Tho training of institut­

ional staff has been generally unsatisfactory; thus only_ 19 out 

of tho 35 fio ld officers in the apex bank and only 29 out of 81 

mambors of the staff in respect of 7 central banks were trained, 

12. A major factor in tho agricu~tural cr~d it situation in 

Assam is tho largo part played by the injection of a largo 
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amount of Govarninant fUnds into tho• CCi-OpClrativa::credit structure. 

The ·part playad by taccavi'1 ·~n this context, star:~s'in contrast 

with that onvisagad 'in the Survey Coinmittoe Report. This step, . - -
takcn·in tho face or a dc~criorating ovorduas position, 

followed ·bi lax~ty in ·tho r-aeovery of Government loans, had 

seriously ai'i'octed. the tho maintenanco of co-oporat!V~ discipline 

1n this State and has had adverse reparcussions on the rooovory 

of co-oper'ative dues. . -
13~ · Tlie: ·titilisat'ion of the_ agencies of ·c'?..:.ope rative crodit 

and marketing -societies for the prc_>cur_e~ent :or paddy ap~ears t~ 
I• 

have been a moasure of some support to the credit societ!es· !_lOt 

so much oY' 'way or l'inking. r'~covery of co-ope rat !vi credit with' 

the· ma~keting of paddy in: !his prc_>cess!· as by the sp~cial 

deposit 'scheme'·that was made a p~rt· of the ·p~ocuremo~t' scheme. 

14. By •and la~ge, the re cor~ or implementation qi' tho_ agreed 

programme's :ror ~he· development' or rural credit-appears to have 

been: unsatis'f'actory 1n _Assam, aspoc.i~liy from the point· or ~iew 

or (1) thO failure or the apex bank to provide le·aCiersh:!:p .on;~ 

the basis of a:- positive ~terast in co-operative a·gricultural 

credit_(!i)_the·~~roductibn o! ratio'nalloan policies 

(ii.l) aotite• oft'orts for_prompt· ~ecoveries· and (iv) the 

inadequacy of arrangements ·ror stabilisation or agricultural 

credit. 



.,. 1 :e·_,'rhe Bihar ~tate,, Co;:-op_ex,:it.~'V~~,~~pl!:, ~s lar~j!l_~.> a, t~Jle~t_t 

institution with a l~tEld, ~embersh~p 9:t; i~~yid,uats _and 13-$.rJ:-

•, _!::!ll~uraL. and J;~on-agricUltiU'al cr(idi t ~;~ocieties .directly financed 
' . • • .• . ',I ' . • , • . . . ; ~ . ..i .-l :._• ~ .:, ~ 

- . by. it. , On th,~ Boarij,., o[f . .ma~em~ .1~, ~h:~ IJIB-j,or;!. ty, }!3 9f !i;i.;rectors 
- • - • '· -. ~ •• ' ... • 1.._1 -

-_rep~ee~ntj,ng .<;)en;tral co.-_operati v.;:: ban!ts. ~owe;ver, _in pursuance 
., • ~ '" • .:: ' _J, 

of, a, apnditiori. of! ~oy~rnment gu!l-rante_e p~oyid,;_d, ?-n.~~~e,f~{_oJl. 

w,i thLth~ rehabilitation programme o.:( tl;le c.o-operati ve. credit 
- •.• ··- ·~ ,"ft'"'_, .. ,:; __ -~~-.:t:ll, '•J.: 

;·StructuJ;"e· in_ the St~t~·· the Managing, ,Dire_cy~f' ).s ?-12PC?;i..nte~ }'Y. 

'•.the Gove;rnme~t and ·a.;Lso 

· Jl:overnment_., ~is salary 

functiqi'ls as the_ Fill!Ulcial, ,A!i~ser. to 
' J . • ::.J,- ..: 1. ;;: ' ., . - '. f. -- \..'. ' 

. ' \ . ' ' is met .fl;Y•, the GOY_~rpm.ent,- ~hl;s_ ~re.ctj.ce, 

.:which. has .continued over the ·yea·rs, appears to have. tended to - .. ·- --- ~-- .c-..-· _.... ',"\ ._.;·,-' 
.. 

,.,:t;ake.-away ;f~C?II! t_he .. __ autP.;no~~tpus pharacter .o~ ,t~e ~<:~kf~ ,pf the_ 

.-:a,p_e)t,baJ)k .•. Of the .total .snare capital of the bank which is . 
. . - • I. -. ' - ' .\ -· . ' - .• 

Rs J6 .• sp lakps ~ .. -~he GQver-~en~ .• ~W:+.tri.bJt,tion w~s as. ll!uch 
1
as , , 

-~ 4,1,. J,~s,. because-~th~ bank has no.t. attempted '!;o coll,ect share 
' • I' • _- • ,. , . , L I, .. ' : .1 , ,'. ~- . ,;_ 1;. _, 

capital from its affiliated .. insti tut:ione in proportion to their • . - ' ... ' • • : • ~ . • -• . ' . ~-. : .. . ' ·• - -J -. . . ; t ~- • • • ' .. '1 • 

bo;rorowirJ.gS r .The bank has .no.t be eJ'!, undertak.ing any .inspect:!,.on, 
' ' •• ' : ' .. t_. ' - ' '- ~' ,." 0 • <) '... • -c I • , ~ ( I_ '.~L 

of _aff.:j,liatEJd _c~ntral, banks; · ,-: t:r'·· .1r~ '1. • r: 

2 •. -" As ·aga:!Jlst 35 c~nt~l co-op~rativ~ .~::nks~w_hi1c~ ~e:rv?,. 

•.t7 _d.i,e'J;JCiots o:t; the ~~at,e at pr~s.~.qt, i ~_is cpnt,e'!\P.~e:~ed, ... 
acc~O,ing .. t~ the. sche~e of reorganisatio~, .. d1~wn by; .t,~e __ , .- , 

Gor$l'Illl!ent _in, conf!~ltation _with the ¥~s~;r~~ ~~k . .i_n. ~.~?~~c~.~t 

th~~~,shoj1lq.be 28.QE!ntral·b~nks~s+x.of them s~rv+ng ~ dMtr~ct 

each-and the remaining institutions serving, ip.. !!-11, 11 .. ·~- .. .;. , • - .. ~ - ...... ·. • .• r. ~-~ 

di~;~tr;!.~rt~. 1Th!=!,,pro,ceas o~.,am~.l~am~~ionh~~ ,p~t ma~~ ~ny- . ,. 

Pl'Ogr!!Sii! !llifl_ce ,196_0:-61; ~h~ unw+lti~nesa·:o:Cdep~si~o~JapdQ. 

t;he app;re!'l!!lnsigns tJf. t~o~:~e co~el?~!!d. w;!.~h th~ .am_al_gaJ11!1-tin~ .•.. 

~ ts !j.gout theiz: repre~ent~tipn, Jn, ~h~.cn~wl;Y, co~sji~~~e~, bf7~ 
a~s- st!!ted. to. be amo~& ~he, ta,.cto:r~ hb~~i~~, u:p,: t~e fr~P~_?ID,~~~aj' 

. :t~pn of this programme •: . ~t is als9_ u:ide,r~t~o~. ~hii.t_ 1_1ome _ ?! . 
• the amalgamated units have been functioning in practice as 



~--· : . . .. . 
separate wings of the :new ba'nl.Fwithout adequate and effective 

control from the head office and that hope has been held out to 

them' th~t' th~h independ'ent status might be· zoe~tored o'nce the 

sta~a.rds 6f miiu.lnU!n business required'~ are· reach~d. ,j. ;·: . • -, ! 

3. .. Except" for one bank, the central baLJiS are predomin~mtly 
J.r. • . ' -~ ·. - . -. • ~ • . • . . 

federal insti tu tiona With the individual" meinbershi'jl being' hegli-

-· gibl~·.. The chairmen of ail the banks-, excep't for a' few Thsti­

tuti~ns~ coiJtlnue to· be Collectors or Sub.:..Divisional' Officers­

and· thl:i Managers· are Government 'employees who are piiido ~or bY" 

the Go~erninent and work und~r the administ'rktive control"~of the 

ao:..operative ~partment: ThesEi features 6f the management have 
• J •· 

· hampered the emergence· of autonomous and responsibl'S mai:iagement 

co"na.ucteil by non-officials. The State Government is 'unde·rstood 

t'ci ;haie. expressed itself in 'favour of non-offici~l 'ch~ihnen and 

ste~s are bei~g ta:keri towards this end •. It is also' ·propose~·~o 

place'.:th.e managers who :are employees of tlie ·Government -~der 

' 'th.~ Ml' 'contZ:ol of t h~ 'bdards of management • Of the1AJs£ central 
• . ., • ~ • - • - - • . .J ' 

banks, 19 have·paid-up share capital and reserves 'of less tHan 
f ~ ''· · · . r; ' •. · ;. • • , • • ' 

Rs '3 la:khs and 29 banks; 'working capital of less ·than Rs 20 lakhs. 
• . " ./ f • • • •• _ - ' • "'\-':I ~ 

Sta~e contribution to share capital has been received by~8·; 

bazik~ whic!:l . are likely to 'be retain<>d -an a; permanent: basis .. 

4· •· ·'There 'were 18,394 primary agrfcul tu.cal credit 'i:locietfes 

in the state. "of these; as many as '29 ·per cent 'we:te · dormant,, 

A·'majori ty''df the si:iclieties were based on limited ·liability> i. 

. ~·of-'ta~ total nUmber of societies .. 255' were large-sized soaie.:. 
~ t ! ' 

ties and 18,, 39· small-sized societies • The former had;' oil · 

an avei:-8g~;. a popuiation of 8,337 covered by their.areas:of.' 

op_~~ation. · The' membershi:id1er sbciety•was 298 andLthe loane-r 
.. + • • - . 

outstanding per society amounted to Rs 9, 369. The small-sized 
• ' ~: t ' 
. societies had, on. an. average'" 'a' population of 1 '086 covered by 

the:ii ~eas of operation. In their case, the membeb:illip"pez" 
only 

society_ !'asL55 and the_ ioan outstanding per -sc>ciety was· Rst1.5B7. 
,. 
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No provision has been included in the Bihar Co-operative 
~. ·. . I - . 

SQ~ieties Act for a pe~son to appeal against non-admission to 

membership of a society. An important problem faced at the 

primary·le~el in the.State is the overlapping of areas of 

operations of the agricultural cr~·d.i t societies and sugar cane 

societies. In view of the need for quickening the pace of 

progress in the State, a scheme for revitalisation of 10,000 

multipurpose and 4-,000 cane-growers societies l:.as been drawn 

up, under .which so far 5,501 societies have ·bee·n taken up for 

revitalisation. The criteria pre~cribed, in this connection, .. 
for a so~iety to be taken UJ?. for revi talisation viz. 60 members, 

paid-up c~pital of~ 400 and working capital of~ 10~000/15,000 
.. ~ j ·• 

seem to be very low. 
·' 

5. The·main features of the crop loan system are yet to be 

implemented in the State. It was decided in 1957-58 to permit 

loans upto ~ 100 to be made without mortgag~. of land. This limit 

was raised to ~ 200 in 195 9 for all the areas and to ~ 750 in 
- .. 

1960 for the Package Programme area. 
'"" . -.' ' 

More recently, in 1963, 
: r 

the latter relaxation was extended to other .areas where special 
t 

measures for intensive production had been initiated, and the 
.. . '. 

limit for the State as a whole was raised to ~ 500, except that, 
• ,l • "': :· . ; • ' ,- • 

in societies where the recov~ri;s we£e less tha; 90% of demand, 
• - ' J. ' -~ 

the earlier limit of~ 200 was to continue ~o apply. In all 
:- '· ·, .. 

~9ases, one personal surety was required for loans upto ~ 200 
' . . . 
and two.were needed for higher amounts. From.the availabl~ 
.. ~ (. '· ' ;;; . -
information, it does not appear that the quantum of loan is •• . - :.•. 

I determined on any rational basis. The Registrar of Co-operative 
. '! .-- . • . 

Societies, however, has recently issued instructions emphasising 
' ;· t . ' '· .. " .. 

that production plans be prepared to serve as a basis for loan 
' ' ' 1. '~ " • • I • 

applications and that the 
- . r . : . .._ J _ •. :t .. 

cultivators' credit needs should be 
-, . . .... ~ 

to the crop lRmn, inputs used and the . ·,r_ . ·)' .. determined with reference 
_. ·r ~- ; 1 • . 

effect of these on his repaying capacity. ·These instructions 
-" - ' '- • .. • . - . '·_ . . • - ! ~ ·. -i 



are not yet implemented and the loan advanced to a member is 

determined on an ad hoc basis, subject to the ceiling of 10 

times his shareholding. Seasonality is not strictly observed 

in the matter of advancing loans but the due dates for repa;Yment 

seem to be around the time of harvest. There is no provision 

in the Co-operative 
' t 

Societies Act for the creation of a charge 
., 

against the land or interest in the land in favour of a co-

operative society, by the borrower. The powers of the Registrar 

from the point of view of recovery are somewhat limited in that 

while he can summon and enforce the attendance of the concerned 
•.: I 

parties, and examine them on oath and also direct attachment .. 
of property where there is danger of the p;operty being removed, 

he has to look to the Collector for the execution of the decrees. 

6. The issue of fresh loans to defaulting members is permi-

tted only when at least SO% of the loan has been repaid by the 

societies. No progress has been made in the State at the apex 

and central bank levels, in regard to the constitution of 
-

Agricultural Credit (Stabilisation) Funds. The State Government 

have not yet taken any decision regarding the constitution of 

such funds or the contribution of a part of the dividend on . ' .. 
their share capital in the co-operative banks for tbe purpose. 

' 
~t may also .be added that the co-operative banks in the State 

have not been able to pay any dividend for the last five years. 

The Relief and Guarantee Fund, however, has been constituted 
. 

by the State Government and had an amount of~ 2 lakhs to its 

credit at the end of 1962-63. 
. ' l ~-. 

. . 
7. The maximum borrowing power of the central co-operative 

~ ) '; . 
banks and primary societies was 15 times and 10 times respectively 

of the paid-up share capital and statutory reserves and it hae 
• 

not been considered necessary to revise those limits. While 
' . 

the borrowing limit of the individual member continues 'to be 
1 :'" ,. 

10 times the paid-up share capital it has now been decided that 
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~ocieties might allow a person borrowing not more than ~ 200 to 

pay only~ 5 per share in respect of two shares of~ 10 each in 

the first instance and the balance in two annual instalments. 

As already mentioned, the shareholding and borrowings-are not 
~ . . 

linked at _the apex bank_ level. The position had been similar 

at the central ba~ ~evel till recently when it was decided to 

enforce the_ linking of_shareholdings with borrowings
1
the propor­

tion being 1:25. 
" '· a. As regards· the building up of deposit resources, the 

central banks have still to make any significant progress. It 

was only a few years ago that the provision.of banking facili­

ties was taken up in earnest by the central banks in the State 
'!• 

in pursuance of the advice of the State Co-operative Bank • 
• 

Branch expa.'lsion has also b_een very limited, the existing 

branohes.being largely the offices of the banks. which have been 

merged to form economic units. The central banks are not 
~.~. . . ' . . 

·recognised for receiving deposits from local bodies and trusts. 

g. The Bihar State Co-operative Land Mortgage Bank which 

commenced business in April 1959 operates through 18 branches. 

Its loan business has been negligible at only~ 8.87 lakhs for 

the two-year period July 19~1 - June 196;. More than 90% of 

these loans were made for redemption of prior debts. As the 

bank is yet to make a beginning with the floatation of even 

ordinary debentures, the question has not yet arisen of its 

undertaking the financing of any special development schemes 

or the floatation of rural debentures. 

10. Supervision of societies is attended to by the staff of 

the Co-operative Department who are deputed free of cost to 

central co-operative banks and work under the control of the 

banks. The charge ~er supervisor works out to 29 societies on 

an average. In view of the limited volume of fresh lending ' 

by the co•operative institutions in the State and overdues 



. . . 
which have come down from earlier years, supervision has largety 

involved efforts for recovery of old loans more than any other 

function. 

11. Audit of the co-operative societies is the responsibility 

of the Registrar and is carried out with the assistance of 

separate audit staff headed by Chief Auditor~ Owing to the 

i~dequacy of audit staff, more than 1/3 of the ·societies had 
. . 

not been audited for 1960-61 till the end of the following co-

operative year. • - . 

12. . By and large, the integrated scheme of rural credit does 

not appear to have been actively implemented in Bihar. There 
. ' 

is scope for much progress in the liberalisation and the 
. ·- : 

rationalisation of credit policies at different levels, more 

active association of the non-official co-operators with the 

credit structure and greater efforts to build the central banks 

into efficient and viable units which can raise the resources' 

needed by the Movement. 
l. 
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~he _01issa etate Co-operative.Bank Which was registered 
' . 

. i~. 1948 _has 0emer1ed as a large;l.y federal ~nati tution of the 

central co-operative .banks. ~he objec~ive is to eliminate the . . ·. -- . 

individual. membership but still their representation on the 

Board of Directors.is excessive at 4 out of 18, as compared with 

--7 repr~sentatives of central banks and societies. ~he numbei' 

of nom~nees .of the Government at 6. out. of 18, .also appears large 

wi~h ,t!'te result ~hat tt).e :rep;r~sente;tive13 o_f ce_ntral banks. have 

o~y a limited voice _in the management of. the bank .. Of the total 
. ' ' ·• . . ' . . . ' . 

, share capital of Rs 29.70 l.~kh,s, .,Government contribu~ion.amountsd 

to ~ 9 ~akhs~ .. 

2. . .. ~he num~er 1~f .central, co-operative, bank!\! has been brought 

down,,, as a.. resu.l;t of a scheme of. amalgamation,. from 2'.5 in. f952-5 '.5 . .' ._.. ' .. ~ . . - . ~ . 

tq ,17 .operating ove:r;-_ ,1,'.5. districts,. there being 2 banks· in each 

o~ twq distz:icts. and '.5 banks ,in one .,district. ~he inat~ tutio_ns 

ar.e ,pre:dominan:t,ly 
1 
fed_er~~:~ :l,n character, tho~h all of them hav,e 

admitted so~e i~iyiauals ~s members. As regards approac~_to. 

viability, it is found .that. 5. central banks had working capital 
:.. ~ . ~ . ' . I J. ., ' ;._ I • -· ' '. ~ 

of less ~than )ls, 20 Jakhs. -. All the .banks except .three we;re state-
.• ' . .... ~ i. ... . .... . . . .. . ~ . 

partnered as on. '.50-.6-1962 1 t~e state contribution. being Rs. 15.66 
•• .. • • ·- 4 ~ ' • • • • 

lakhs as against their total share. capital of Rs 1 05. '.52 lakhs. 
. ·' ! .1... .\ . . • 

.Loan for ,j'lh~_re. C~1Ji~,e.Js 0ontril:!ution in ;r:espe?t o~ one more bank 

was subsequently sanctioned •. O.f the remaining two institutions, 
" • _, . , . I ~ J , 1 

,,one. c_ou;td not .:J'lec_ul'E! .B.!lY _co~tri~~ttipn _bec,ausa '?~ its. unaatif!factory 

;finan_c~ial ,position. l. ' 

~·. . ~her_e were: 6,546 primary, agriqu;l.tural credit soc;i.et,ie~ 

j,_71-_ .;t?e ,State •· .. !)f .t~~s_e,: .. aJ'l tnan;y:· at!! abo.ut 50 ~e..,z: .cent were. 

dorman_t •. .11. majorit_y o;f the. societies were based, on unlimited 

liability. Of ;the .to.tal r1umber ,of I!Ocieties, ,5ISQ .were J.arglj-
.. - '· 1-,•'.· •.••. .J''~ ..... ~- -1 ..... 

sized societies and_ 5, 966 sma:U-sized .societies,_ . ~he fomer 
I.- -• ~ I . ' . ·. 

had, on an average, a population of 6,162 covered by their 



areas of operation. The membership per society waa·252 and the 

loans outatanding·per society amounted to·~ 31~812. The small­

sized aocietie~ had, on an average, a populati'On of 1·,191 covered 

by their areas of operation. The membership and the loan out­

standing in their case were 49 and ~ 5,038 respectively per 

society, which indicate how far they are from proape.cta of 

viability. In addition, there: were. 2,197 grain golaa ;. some of 

these we·re engaged 'only ·in grain transactions while others made 

loans in ·cash as we'll as grains. '' Though their· bliaineaa was 

larger per society compared to the small-sized ·societies, their 

overduea·~ere'alao much higher at 'about '37 per cen~ of outatand 

inga. The existence of different types of societies at the 

base has also resulted in considerable overlapping of jurisdic­

t-ions which is'.. be'ing further complicated by an attempt now in . 

progress to reorg~niae the credit aocie.tiea as to 'make their 

areafi of operation co-termi'nue wi 'th that of gram 'panchayata ." 

As at the end of 1962...:63; the progress of the ·revita1iaation · 

programme ahowe·d that 800 'societies ha:d been: t'riken up for· 

revi taliaation in the first 'two years 'of the Pian :·aa compared 

with the target of 2000 societies I:for the whole PlaJl·p~riod. 
' . 

.mttll 01(SIIIW~ ~ flit IIW.Gt~ :!iJi the ~ ~. 

t, l?.e '9~4 da · JA}'lat~at ~. • 

4. The crop loan· system iei' y_et' to be brolight into vogue 
. . 

in this State. Loans are sanctioned to the extent ·of the 

fahner·ia net income f.e. tot"al· income minlia' expenses or 1 /6 ·of 

net assets i.e. total assets minue total liabilities 
1 
whichever 

is 'leas.· Ceilings on ioana per inember are, in addition, laid 

down in the bye-'lawa ·of 'individual societies which are,. some­

times, quite- low at ~ 300 t·o lls 600. The Registrar of Co-
. .~ ~ ' . . .. 

operative Societies instructed all societies in January 1960 · 

that the individual maximum borrowing power be raiaed'to 



Rs 2,000 but most "Societies are yet ~o. ~dopt this suggestion. 
. . \• . ' 

In th_e az:ea_ of operations of Bolangir and Nayagarh centrEu. co-
. ' 

operative banks, loans are understood to be. issued only on 

mortgage of land. Others insist on-mortgage for loans exceed­

ing a fixed limit which is as low as Rs 50 in one bank and 

about·Rs 500 in others. It is only in the area of Berhampore 
I . . 

that mortgages are insisted upon only for short-term loans . . \ . 

exceeding Rs 1,000 and for medium-term loans exceeding Rs 500, 

The Co-operative Societies Act does not provide for the creation 
. . 

of a charge in favour of the society against_the borrowers' 

land. 
' ' 

5. As regards financing of defaulting societies, the . 
pra~tic~ is to provide free~ funds only to societies which 

' . 
have repaid at least 90 per cent of the demand on conditions 

"! -~ ' 

that the_overdues of the members to the societies should not 
. r 

-

have.exceeded 20·per cent of the demand and that the number of 
' : ' ' ; 1 . ~ ... i 

' 4 • I.' 

defaulting members should not exceed 20 per cent of the total 
. ' • L • 
borrowing members. As regards arrangements for stabilisation, 

the amounts built up in the. funds recommended by the Survey 
i . ',~.! ·.- ~ . . • 

Committee are negligible~· The State Co-operative Bank and 
'' ' ' -, I 

' •• I- '· .• 

three o~ the 17 central_co-operative banks have established 
. ; : . ·f ·- ---~ . • ' • 

credit stablisation funds, the amounts. being Rs 1.43 lakhs and 
•. '. r ·' 

Rs 0.10 lakh ·respectively. 
i - . ~ - .; . 

The State Government has provided 
ol, 1 ... 

for the excess over ~dividend on its share capital to be 
~--, .... J: -'- "•' ··. •J' , __ :;.. j,;. • . ..... _, -~ 

apportioned ~qually between the, Stabilisation Fund and the 
•',: I ' . • .. I ' 

Relief and Guarantee Fund. , ' . . - <7 •. 

In the matter of mobili-sation of internal resources, 
• . ... • ' _, .• ., ' 1· 

st~tuto~y corporations and gram panohayats are permitted to 
I ~ t ' • • , • • 0 , , t. • L • I • , ' 

deposit-their funds with co-operative central banks. Govern-
~ , ,t ."' ._, : • : , ! ,_1 

' • ;~,' ' .• , ' 1 ' • '1 ' 

ment is also reported to ba considering proposals for 
I, ~-~I '-J ~- · .. •'!'' -_ .· .. t~ • J ~ : '• ·t 

permitting local bodies, charitable trusts eto.to keep their 



surplus funds with the central co-operative banks. There are 

only 12 branches for the 17 central banks-representing, 
.. 

presumably, units which had been amalgamated to form the 

reorganised banks. 

6. The Orissa Provincial Land Mortgage Bank operates through 
'. 1. _ ! "' . , . 4 

14 primary land mortgage banks. Of the loans made by the bank 
't. .-. . .. - • . 1 

in. 1961-62, 81 per.~ent was.accounted for by productive purposes 

~nd .the balance for the rep~ent of prior debts. ~It has been 

proposed that land mortgage banks should finance special schemes 
. . 

'-' .:. .. l f. f 

concerned with banana cultivation, coconut plantation 

and ·lift irrigation. Special development debentures are 
• • • : -~ -"'1 •. :: •. ' ~ 

expected to be floated in connection with some of these schemes. 
: .' 

The bank has issued four series of rural debentures so far 
. r: 

amounting to ~ 18.86 lakhs. 
... i~ _: :..· ' '·-· ~ .. 

7. Supervision of agricultural credit societies is generally 
- ·, "! .. '.1 • • 

in the hands of central co-operative banks which are- being . , . . 
.: -~· -~!.. • --·-~~~c.· . 

sub~idised by Government to appoint additional supervisors-and also 
' ~.J.' 

assistant ' ' supervisors to ~ork as secretaries of composite 
.. _.· : - -~ 

. . . . . I . '\ .. 

grain golas. Though the charge per supervisor at about 30 
. ' . '. . . -.- . . .: . 

societies is not excessive on an average, the quality of supervi-
•• 4 • • . .. • - -•( '' ... : 

sion leaves much to be desired, largely because many of the 
':' : l.) .•. _ 

The position regard-
, ._ .. 

·ing audit is also unsatisfactory. The audit of the societies 
:- -r 

has been delayed. 
• • - _· f' ~ ..., • • • -

Arrears of audit in regard to agricultural . .· . ' ' ,. . !.. :. . " • . -~ . . ; :. 1 . -- \ ,.~~-
credit societies were 697 at the end of June 1963. - · 

' .. 
8. The operations cif marketing societies aril' 'still negligible. . .. . ·. 
No ~rogre~.~ has at all been made in regard to linking of credit 

r , • • 
with marketing. The central banks had been instructed by the 

... • ~ . .I ~ • .. -' '· • - • • • . • • l. . .. ·~ .. ; ." ' . 
Registrar early in 1963 to implement the scheme at least in·· 

r ._,, • ·,_, ·' ,,_1 , !•~ 1/ I (_·.f. • i ,: ' 
some selected societies but the results achieved in this regard 

... -. 
are not known. 



~7 
9. Special arrangements for backward classes have been made 

by Government by a provision for outright grants to the special 

bad debts reserves in relation to financing the weaker sections. 

Many grain golas were organised by the State Government to meet 

the needs of population of this category represented by Adivasis. 

10. The State Government have introduced a scheme of direct 

financial assistance to the cultivators which is likely to have 

a serious impact on the co-operative credit structure. This 

relates to the issue of cash advances to cultivators which are 

repayable in the shape of paddy to the gram panchayats for 

storage and distribution. The popularity of these interest-free 

advances is likely to have an adverse effect on the development 

of co-operative agricultural credit in the State. 

11. Though the apex and central co-operative banks appear 

to be satisfactory from a structural point of view, they have 

not taken the steps recommended by the Rural Credit Survey 

Committee and the Mehta Committee for enabling them to build up 

their resources position. Nor have they helped to get implement­

ed at the primary level those policies which can help to place 

the disbursement of credit on a rational and progressively 

liberal basis. The weakness and contusion at the primary level 
. 

adds to the di~ficulties in the way of introduction of produc-

tion oriented credit policies. 



WEST BENGAL . 

... - ~ ' : - -. - - . . . . - -

, ·'. ~,he~ ~o.sltion of, the, West. Bengal.Provin?ial Co-operative 

_Bank, as the key institution for the co-operative credit 
:' .· . -. . . 

structure, has been substantially strengthened by the sub-
•. I· •· • • ' 

ventions given by the Central and State Governments for 

rectifying the weakness in its financial position resulting 
r ~ ') ' ""' • • , • k 

from the blocked assets represented_ by amounts due to it from 
- ; ' 

societies in East Pakistan. Its membership consists mainly - :. . .. 
of the ,central. co-oper~tive J>anks and some industrial socie-

• .... • ' . • - •• • • • # .- • • .; ~ ; ' 

ties directly financed by it, and excludes individuals. Out 
. ··. ..... ' ' - . . 

of the total share capital of ~.7?.51. lakhs, as on 30-6-1963, 
• • I": : • • •. -~ • . ' ·_ ,_ • . 

S ~ate. contr.:f.but.ion a~ounted to_ ~.15 lilkhs. As regards tpe · 
- ~ • • .J ;. •• 

bank's management, two unsatisfactory features are that, out 
! I : . . ' J '• ,' • ., • ' 

of 22 directors, o~y 15.are elected while the rest are 
. . . - . - . . :. . 

nomina.ted by t.he Government and that only six out of the 15 
. . J ~- •. ~-- • . J - • ,· 

elected director~ represent the central banks • 
. . 

2. Rationalisation of ~antral co-operative banks has been 
-··' ' . 

a ma;)or problem in the reorganisation of the credit structure. 
r . ,.. -· :· - , , . ~ : ·- . , - -· 

Under the agreed scheme, 44 banks in 15 districts existing 
.. ~ -· 

in 1958 were to be reduced to 19 banks with 12 districts 
J. ' ' . . ·. 

having_ one bank each, 2 districts two banks ·each and the 
: ;~ i-.,.. ·'" . t • 

remaining one district having three banks. This process 
. '. 

has not yet been completed; so far, 33 units have been amalgama-
.. , : - - : ., . ' . . . . .. 

ted to form 14 banks, and the remaining 11 units in three 
, , r • , ; • . _ · _. ' · · • . _ _ ·- • •. _ ··1 ,..._ 

districts are yet to be organised into 5 banks. Most of the 
. ' 

banks have· non-official chairmen but there is provision for 
·' ,. • I' • 

the Registrar of Co-operative Societies to appoint an addi~ 
I • ',' 1~ ~ • . • '! • • ' 

tional number ·or directors to the managing committee not 

exceeding one-half of the elected directors. From the point 
• ''; I .' ' . ~ . 

of'vi.ew of viability, it may be noted that, as on 30-6-1962, 
.. - .. . ' 1!. . . 

10 banks still had owned funds of less than ~.3 lakhs and 
~ . . . 

16 banks had working capital of less than ~.20 lakhs. The 
( :- . ;_• . '\ • I ' • ; •, ,' 

limited volume of resources built up in the form of shar_e 
. .. .: ' 

capital and reserves partly r~flects ~he generally low level -.- ,. . ... , 
of operatio~s.of these banks and also the fact that 19 out 

.• ' : i . 



of the 25 banks had not been ablle to secure any~ontribution 

to share capital. The entire programme of reorganisation 

of the central banks and the cre.dit structure generally 

is being watched by a Review Committee appointed by th~ State 
I I t -• I' 

Government in September 1958 for devising ways and means for 

its early implementation. 
. " 

3. There were 11816 primary agricUltural credit socie-

ties in the State. 
~ -' :.. :. . - ( • . • ! • \.. • -

Of these,-as many as 52 per cent were 
. . .. . ·' 

dormant. A majority of the societ'ies were based ori unlimited 

liability, but their number is ~n-the decline. 
. ~· l. 

or the total 

number of societies, 500 w~re large-sized societies and 11316 
. . 

small-sized societies. The former had on an average, a popula-

tion of 9764 covered by their areas of operation. The average 

membership per society was 286 and the loan outstanding per 

society amounted to Rs.94 ,442. The small-sized societies had 

on an average, a population of 1013 covered by their'areas 

of operation. The membership per society was 42 and the loan 
' outstanding per society was Rs.3,335. As many as 3622 s'ocieties 

' r .. 
were in the proces·s of liquidation. · A special ·programme has 

I . ., • 

-been drawn up by. the State Government following the Eastern 
" . 

Region States• Conference in 1961 for the liquidation of 6,936 
• -. r I • 

societies and the organisati'on -of 2,000 new societies in their 

place as also revitalisation'or 1,500 existing societies. 
' 

Az at the end of 1962-63, the progress reported was that 8,400 

societies had been taken. int;o li~uid'lt:j,on, 2,500 h'ld been. 

revitalised and 1,200 societies had been n'ewly org&.u~sed. The 

number of unlimited liability societies has been on the decline 
. . . 

and there has been a rise in· those organised on a limit liabi-

lity basis. 

·4. Special crop loan rules· were drawn up by the Stnte Co-
t . :"" . .-I. • ' 

operative Bank with the concurrence of the s~~te Government 

in 1950-51, providing for priority to financing of agricUltural 

credit societies by the central banks and to the orientation 

of credit policy at the primary level to an emphasis on produc-
. . ' 

tion. Nevertheless, ownership of assets and mortgage of land 

seemto continue to be important features of the present' practice. 



q..o. 
For e:X:ample, all loans above rs.200 are· sanctioned only against 

tbe security or mortgages and to the extent of so. per cent 

of the estimated value of the lands mortgaged or Rs.2,000 

whichever is lower. There is no 'provision in· the· Co-opera­

tive Societies· Act for the creation of a charge against the 

land or interest in it in. favour of the society by the 

borrower. ThouJh the actual quantum of the loan. is reported 

to be based on the area, crop grown, the value of expected 

produce and the likelY: outlay on cultivation., no crop-wise 

scales of finance have been prepared. Medium-term loans 

which may be given upto a· limit of Ps.s 1000 per member, can 

be availed of only' against ·the mortgage !of the land, .irres­

pective- elf the size of the loan. "The crop loan ,rules state 

·truit 'the farmer sliould obtain the supply of production . 

requirements needed by hili!. only through his society or.the 

·marketing society close'to rt and same-banks insist on the 

disbursement of 10% of the loans in kihd' but the supply 

'of credit in kind or in instalments does· not- seem to be 

widely prevalent in·actuai'practice. 

s. The Co-operative Secieties Act provides for the awards 

of the Rc;;istrar or-co-operative SoCieties to•have the same 

e:t.'fect as a final mortgage· decree of'" a civil court -in disputes 

involving -property pledged as collateral and--~also vests in him 

powe.rs- to direct conditlonai attachment of\' property ·-covered 

by' the awards-. Defaulting ·societies cah be prov'ided· with 

fresh 'iinance. only if ~t teast 90 per cent of the loans. has 

been repaid but it is reported that this ru].,e. ·is not· strictly 

. obserVed in ai:;: cases.· The State Government have set up a 

Relief ~na Guararit'ee Fund in which' the balance a to present 

is Rs.l 1akh. under the- cro:P 1oan rules, out or the' difrer­

'ence between the rate -of interest received- -by the financing 

bank and 'the rate' charged by the Reserve Bank,· one-hal:r per 

~cent is to be take~ to_a 'state guarantee fund-.i' The-re is a 
,J .,. ' ,. f ... -'4 • • • • 

similar provision at the central bank level. As for the 
. . ~ . ~ - . 

stabilisation funds ·iri the co•operative· banks! Government 
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have agreed to contribute to ~hem by way of a deduction in 

the dividend payable to them but the net amount built up in 

the funds is very !lmall. There is no amount at all :In the . 

State Co-operative Bank while 'the ,am~unt available in.:t;he. 

three ·central banks which alone have constituted the fund, 
.·. 

is only Rs.l4 100Q 1 In the context of the heavy overdues'arising 
. ' ; i. 

in part from natural factors,, the low level of the l;>alances 
: ' -

in the stabilisation funds·· constitutes a rea+ handicap. 

6, The ce.ntral·•and apex co-operative banks in tl;le State 

are not engaged in the financing ot individuals except 

against the security Df fixed deposits. Both at the primary 

and at the central bank levels 1 the shareholding and borrow­

ings are·l1nked 1 the fo.rmer having to be at least 10% of the 
. . . 

latter.' .Such linking would have ordinarily helped to achieve 
. . . ' . 

a ·substantial increase 1n members' share. capital but,:this has 

·not materialised in•view of the very low level'of landings. 

This factor also eltplains the _slow growth of reserves. As 

regards the other source of internal resources·, nameJ,.y,. de:po­

sits, the progress made is negligibl~. The main reason for 

this seems to be the inability of the central banks to · . . . 
inspire public confi~e~ce in .. the,ir~ workin~ which !:).ad l;leen 

iinpaired when tna.ny pi'· them suspend~d payment to depos'itors 

following the .Partition .of the country. Branch exoansion of 
' . 

the .co-operat;!.v!> banl!;s 1 !!-gain, has not.made much progress; 

the 14 exisj;ing branches of .. the ce.llt:ral ,banks are really the 

offices ·of bank.s-whicP.. were r~cently. amalgamate,d to form 

· Yiable. units:.' • 

7. The central land mort;age bank which was regis~ered in 

.i958 .operat~.s througq 12 _pri~9:ry +and ~~rtgage .. banks. The 

·: •banlt has received State contribution of Rs,5 lakhs to its share . - " . . 

..ca!,)ital and floated o~dinary d.ebentures on two occasions • 

. The bui~ of its- loans are :for land imorovement and sinking . :--. . . . ...... _,,, ... 

of vel;Ls, ~h9~gh:l+oans for discha:r:ge of ~z:io,r debts ac'counted 

for·about 16 per,cent.or~the .. totafl~nai.figs. No rural deben­

·tuJ.'~~~ .. or special devel.op,llle,nt'. deb~mtures ,Jw.ve·. ~~ far be~n 
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issued by the bank. There are no independent land valuation 

officers and, as such, this function is being carried out by 

the Government officials who are managers of these primary 

banks. 

' 

• 

8, Supervision in the State is in the hands of central co-
• 

operative banks but the charge per supervisor was found to be 
' 

heavy, in some of the banks viz, 38 societies per supervisor 

in Birbhum, 37 in Howrah, 59 in Kalna, 33 in Katwa and 39 in 

Hooghly, as compared to the accepted norms of 15 large-sized 

sqcieties qr 25 small societies per supervisor. 

9'. The audit is in the hands of the Registrar of Co-opera-

tive Societies. Here again, in certain_districts, the charge 

per auditor is rather heavy. This seems to tell on the quality 

of audit though the arrears of audit for the whole State do not 

seem heavy. 

10. Markeitng has made little progress in this State because 

of various factors such as the absence of regulated markets, 

unfavourable trade practices and the speculative jute crop. 

By and large, the linking of credit with marketing has not 

been effective. In fact, as on 30-6-1962 1 as many as 4 1280 

of the living primary agricultural credit societies had not even 

become members of the marketing societies. 

11. As regards arrangements for credit in backward areas, 

it is found that in the districts o! Purulia and in the case of 

aboriginal and hill tribes, both short-term and medium-term 

loans are being provided against two personal sureties without 

an insistance on the mortgage of land. 

12· On the whole, while the record of implementation in 

the State is not altogether unsatisfactory, progress has yet 

to be made in various directions such as the introduction of 

all the features of a rational loan policy, completion of the 

programme of rationalisation of central co-operative banks, 

the mobilisation of larger resources·in the form of deposits 

by the apex and central banlts, and an active programme for the 

revitalisation of primary societies. 



Jammu 8c Kashmir 

The Jammu 8c Kashmir State ·cooperative Bank had a 

chequered career in its formative years and was able to make 

some headway as the apex institution of the State only in the 

· · years following 1953 when the State Government assisted the 

cooperatives with a subsidy for scaling down their bad debts. 

It continues to operate as the central financing agen~y in 
' -the srinagar district and Ladakh and also finances marketing 

and industrial socie~ies in the areas served by the central 

cooperative banks. The membership of the bank includes as 

many as 586 cooperative societies, 3 central cooperative banks 

and 87 individuals. The bank has.received State contribution 

of share capital to the tune of ~.8 lakhs out of its total 

share capital of ~.15.98 lakhs as at the end of February 1964. 
1 

The Board of Directors consists of 16 representatives of 

affiliated societies and banks, one representative of indivi­

dual shareholders and 3 nominees of ~he State Government. 

Of the representatives of the cooperatives, only 3 were from 

central cooperative banks and hence the management may be said 

to be largely in the hands of the representatives of the 

primaries affiliated to the apex bank. 

bank was not trained; 

The Manager of the 
,· 

2. . There are 3 central cooperative banks in the State 

serving the Anantnag ·and Baramulla districts and the.Jammu 

Province respectively. Though several individuals continue . 

to be 'members of the central banks and are r.epresented by 

3 to 4 directors on the Boards of the Management consisting 

of 13 to 16 directors, the banks may be said 'to be. working 

primarily as ·federations of the primary societies. Despite· 

State participation, 'State -Government has not nominated any 

representatives on the Boards of the Jammu 8c Baramulla Central . 

Cooperative Banks. All the office bearers are non-officials. 

The three central c:ooperative banks satisfy the.standai'ds o'r 

owned funds of ~.3 lakhs and working capital of ~.20 lakhs. · 



State contribution to share capital has been provided in all 

the cases, and amounted to ~.5 lakhs out of a total share 

capital of ~.12.24 lakhs. 

3. There were 1116 primary agricultural credit societies 

in the State. A majority of the societies were based on 

'limited liability. Of the total number of societies, 301 

were large-sized. societies and 815 small-sized societies. These 

societies (both large-sized and small-sized) had, on an average, 

a population of 2688 covered by their areas of operation. In 

the case of large-sized societies the membership per society 

was 542 arid the loans outstanding per society amounted to 

~.29884. In the case of small-sized societies the membership 

per society was 101 and the l_oan outs_tanding per society was 

~.4989. Though 29%. of "the primaries were dormant as. on 30 

June 1962, it is noted that their number as well as total 

number of societies has come down, suggesting that some of 

th.em have bee.n liquidated. Other satisfactory features were 

that ~n 1961-62, the proportion of rural population covered 

was 41.3 per cent and the proportion of borrowing members 

was 86 per cent, .as compared with corresponding national 

averages of 27% and 50%. , 

4. The loan policies of the agricultural credit societies 

are not generally -;ri.:mt:Jd to production and do not take in 

to account the outlay on the cultivation of crops in the 

determination of the size of loan. The instructions of the 

Registrar are, underst?od to be that the credit limit of a 

member should be based on his total annual income less,cost 

of foodgrains !equired for his own consurr.ption. The loans 
.• 

actually advanced are, in fact, determined on the basis of the 

recommendations of the departmental officers within the ceiling· 

set by the above instruc:tions. Apart from the cash loans, . 

fertiliser loans on credit are also proyided to members on 

the basis of the supplies routed by the State Government 

through the apex and primary marketing societies. The loans 

are advanced against personal surety and both owner~ 



cultivators and tenants are said to be financed by the co­

_operatives. Seasonality is not observed in the timing of 

lending as production finance is provided to members almost 

. immediately after the recovery of their earlier'loans in 

November-December. which is wellin adv3.nce of the sowing 

season of paddy i.e. April to May. The practice is for a co­

operative society to be provided fresh finance if it has 

repaid at least 25~ of its earlier l'oan. Agricultural Credit 

Stabilization Funds have been created in the apex cooperative 

bank, the Anantnag Central Cooperative Barlk and the ·Jammu 

Central Cooperative Bank but the amounts to their credit are 

meagre, at ~.23799, ~.11389 and ~.3851. According to the 

Registrar's instructions in for'ce, the banks are required to 

contribute not less than 12i% of their net profits to the 

Stabilization Fund. No contribution appears to have been made 

from the dividend on the share· capital held by 'the Government • 
• :. .. J 

The State Government has hot ~onstituted any·Relief and 

Guarantee Fund. so far. 

5·~ .. The maxim~· borrowing power or the central· cooperative 
.. ' 
banks· has not be'en specified as a multiple of owned funds 

but in absolute amounts. The maximum borrowing power or 'the 

apex bank has been fixed at ~.1.90 crores which :i.s within -the 

limit of 15 times its paid ·up share capital and reserves 

specified in its byelaws~ There is linking' of shareholding to 

borrowings in: the ratio of l:lO at· the 'primary lever, 1:40-·in 

the case of. Baramulla Central Co'operati ve Bank I and 7i% in 

the Ana.rltnag Central ·cooperative Bank; ···The banks have -b'een, 

I howev.er, ·i-nstructed to enforce the ratio' uniformly at 1&20 

and to collect sh~re capital at this rate in 4· instalments; 

the:pade at which the share capital will grow is, therefore, 

likely to be slow. As for other internal resources,.· the coopera-
' , .. 

tiva banks have ·made little progress in tapping·deposits 

·from the public, 'In the case of' the apex bank, it is· considered 

. that its office is not properly located from this point of 

view. Most of the deposits at the apex bank level are 
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Gover~ent subsidies etc. temporarily placed by central banks 

and other .cooperative institutions in their current accounts 

with the apex bank. At the central bank level, too, the.posi­

tion is similar; the various suspense items, charges, subsi­

dies, etc. accounting for the bulk of the deposits, The apex 

bank has only one branch; The Jammu Central Co-operative Bank 

has 8 qranches, while the other 2 central banks have 5 branches 

each. Under the Third Plan, the cooperative banks are likely 

to open ],.5 branches including two to be opened by the apex b.ank. 

The Anantnag and Baramulla banks are not providing any banking 
J 

facilities such as the issue of drafts, · coJ.,lection of bills, 

etc, It is not known wbeth~r the cooperative banks are eligible 

for .the deposit of funds belonging to quasi-Government 

institutions, but the village panchayats were found to be keep­

ing small amounts with these banks. 

6, ~he central cooperative land mortgage bank registered 
~ . . . 

in 1962 operates through 8 

to 16 in the year 1964-65. 

branches which are to be increased ,. 

The bank has been functioning 
J 

mainly-: with the .share capital of Rs.3.571akhs, which includes. 

Government contribution of Rs.J lakhs'and has not floated any 
' 

<:lebentures .so far; the total loans made upto the end of 

February 1964. amounted to only Rs.S lakhs. 

7. Supervision of societies in the State is in the hands 

of ~he Cooperative Department and is to be gradually 

tran,sferred to the central cooperative banks who are t.o be . . 
assisted with the subsidy to enable them to maintain such _, 

staff, The audit of cooperative societies is at present 

entrusted to. star~ which is also .in charge of their supervision 

and maintenance of accounts. It is proposed to .separate the 

staff for audit and supervision after the· staff posi ti<m of 

the Coo~erative Department is improved. The number of 
. ' 

societies in arrears of audit at the end of' 1961-62 was 951 

a~ ag~inst 1621 societies which were due to b~ a~dited d,uring 

the year. 

-Though cooperative marketing societies have not develop~d 
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to any significant extent, there is linking of credit with 

marketing in the sense that paddy is delivered to Government 

by members through the credit societies which make recoveries 

out of the sale proceeds, 

8. The performance of cooperative credit in terms of 

.coverage in this State is on the whole striking when viewed 

in relation to the fact that most of the development is 

recent, The progress made appears to be largely due to the 

position of vantage secured by the credit cooperatives on 

account of the Government policy regarding procurement of 

paddy. There is, nevertheless, much leeway yet to be made 

.in improving the technical efficiency in the management of the 

cooperatives and in the apex and central banks emerging as 

banking institutions capable of mobilising public deposits, 



RAJASTHAN 

· Tlle Raj as than State Co-operati:<l:e Bank1 .est.ablished in 1953, 
~ ... ' . .... : : -

is principally a federal institution of the central co-opei'ative 
• - _ r • ; ~t , ~ 

.. r • . 
banks except for primary. societies most .of which.are from the . . 
Jaisaimer dis~rict and are financed by. it direct and individual. 

• • members whose number is restricted by the bye~laws to 16~ The 

Board of Directors includes a majority IJ~ .representatives of the 
'":~ 

affiliated· central banks and 3 .. representatives .of the State . . 
Government including. the Registrar.' Ot.its share capital of 

Rs.122. 6 "lakhs, a ·sum of Rs. 40.lakhs has been contributed by the .. •. . . . . ' . 
Governu\ent. -The' bailk has- no· arrangements· for ,the inspection of 

... ~ .. ·' - - ., . ~ 

. the c~ntral bank's and·• the societies affiliated to it. 

2. As a resu1t of a scheme ofration6U.-aa'-i'o'B by the merger of 
( . . 

central bankS' ·and banking- ·unions .in the -Stat a .and the establishment .. ' . . ... l 

of'"'riew "units in certain districts;· there are ,at present 25 central - . . ,, ~ . . . 

co.-operative banks serving one distr1c1; eacp, and 3 bankiD:g unions 

whi~h ar~ 1n' the process .of being ·wound up; (Jne more central bank . , -' . . . -. 

i; ·tc(be' organised shortly in the Jaisalmer district now· served 
, . • . . r .. ..,. • 

by a br~n-clf of the apex bank ... 
.i' •. _ 

3. As r·egards (i'eofficialisation, the.mod,al, bye-law,s o_f th~ 

ce'ntral banks provide for the C!Jllector of a district being the 
.. . I •.. 

Chairman o~•: the bank 'for the first three or five years, . and. 1,\ 
',;, 

non~ffici[l.Chairman to be elected_ thereafter. As a result of this . . . ' 

process, •at present, about 15 banks. have non-official Chairmen • 
. . . 

The membership of the central banks. continues to include individuals:~ . -~- ~ - . - . . 

but their' number is on the decline. 

4. From the point of view of the· accep·ted standard_s, for central . 
• ·- . • . : - ..1. t . .. 

rinancing agencies, it is seen that fi.ve .out of the 25 central 
p • - ' )' .J , -

bankS' had. owned -funds below Rs. 3 lakhs ·and working .capital of less ... - . ' . .. .. 

than ·Rs.20· lakhs while three others- could not satisfy the criterion 

ih regard to the working- capital. alone. _.Most. of the institutions . . . . . ~ 

are 'relatively new ,having been registered only since 1956' ~nd 

hence do not have any large reserves. Upt• the end of June 1962, 
• • • • J -

24• central· banks had received .State contribution of share capital - .. . ' . 



aggregating Rs. 30.35 lakhs and form.ing about 16 per cep.t of their .... -· 
' 

total' share capital;-'· the ·remaining b~mk was· al.so proviaed such 

co~tribution su-bsequently •. 
- ' 

5. There were 11535 primary agricultural credit societies i~ .. 

th~. St~te.· Quite a large number of the so··chties continued to . 
. - - ' ·-- . 

be on unlimited liability. Of the·total number of societies, .. 
. ~ . 'jl 

244 were largeO:sized societies ·.and 11291 small-sized societieS• . . . 
The former had, on an average, a populatioll of 6791 cover~d 

by their areas 'of operation. The membership per society was 389 . 

and the loans outstanding per society amounted to Rs. 3198& ... :. 

The small-sized societfes had; on an average, a popul9:t1on, ... . 

975 covered by their areas of operation. :The me~bersh1Jl and 

the loan outstanding perdo611:ity ·in their case .were 60. and 

Rs.5100 respectively. In· this connection, .it- may. also be , ... 
~ . . -- . 

mentioned that no provision has been; made' for an appeal,- :to. :t;qe. 

' Registrar against non-admission~ The number of dormant· societies· .. - .. .- -; . . . 
has been on the increase and ns: largely· as, a· result· ~r mc;>~~ti~ 

ov~rdue~~'-g,g~o in 1961-62, representing nearly 51 per.) cent ~f .. · 
the total. Programmes for the provi'sion· cif managerial· subl!idy, 

~ . . I • ' . . ' 

have b'eein ln operation and had covered during·the Third Pl_an 

period upto '1963"'64, 816 societies taken up for revi tal;isation.: 

and 1647 newlY organised societies •. As at the end .of 1961-621 .. 
- ... > .• 

onry 358 small societies had fuli-time 

part-time secretaries and 6,450, which 

had oilly honorary secretaries. 

secret·aries, i 4483 had " 
- J • . • ~. 

formed the maj.ori ty, 

6. The trend in the State has been in favour of societies 
'' 

based on limited liability, thei~ proportion 'to: the total 

in.creasing from 35 per cent in 1959-60 to 57, ·_per cent .in·.1991 ~62. 
- -. . -

7. As for loan policies at the primary level, the, principles 

of th~··arop loan system are yet to be introduced in.the._State •. 
~ -. ' ( 

Thus, loans for short-term and medium-term.agric~l~ural purposes 
. . ' 

are still being fixed on the basis of share-holdihgs··of a.:member 
,: . 

and his assets and subject to overali limt,ts set. dO.wn· by .the - . . . 

·Registrar. In an unlimited liability: society, maximum credit 

limit to a member for short-term loans (which are not made on 
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any ~ational basis) is eUlier 1/3 ~f his n~t assets _or 1/_3 of th~ . 
. ··-· ·:_·\,!-·· •. _ >"1.·.·'. 

average, annual value· of his crops but not exceeding 8 times his 
' .. - . ~ . 

.. ... . . - .· l 

P~~~up ~hare capital, whichever was more. In a limited liability 
: •- -~ l._~ . I , ' _,_ .'• . "' ,, ' _, . , , _ , ... 

0 
0 

.·r, • ; •" : • • '.:.. ·. 

so.c.i~ty ~ t~~ maximum indiyidual limi ~ 1.s 8 times the subscribed 
• . ' . . • . ' : - • ' .. ~- '1 

, capital or 1/3 oi' the. value of his anticipated crop, whichever 
. . .... . • • • .. • ! • . . . . ; • : ~ • ~ _.-· ~ • j ~' ':I 

is lass. The short-tar.m advance, thns determined, however, is 
-" ~-~ .. ' ,_,·_ .· ·-.... ~.:-- .. ~-~-.j~j::.·..:·~4j 

not to ~xcead his actual requir·emants for agricultural purposes 
. - • ~ . - ~ . . ! , ". . :· ; . ' L ; . .:J !l' 

or the absolute limits fixed by the Registrar. at ~.500 per member 
. •· ,_, . ·,. ~-- . i - ;::.L:~(-·'.t..: 

i,n areas .. W~!lre credit is not linked to marketing, ~.1500 where · 
'. -• ~ - - ... ._..; ' l. ' • . . • I r:, . , . • ·-.• ,. • •.· 

there was such linking and ~. 3000 in the Package area. Medium-term 
~ . ' • . - - . • ..._ . - -~ j" ... ..: _,. 

.loan is allowed upto 50 per cent of the value of irrigated land 
:: .·!..·! .... •; .. ·• · . · --· • · '· . ~- . -~Vi . .!' 

ana, 33-1/,3 per .cent of val,ue o'f dry land (value calculated. at 
..... - :t J ..:.J . - . .. , .1. - • • . . - • : _. -~ n · .• ,. \ r --. ~ 

100 times ,the land. revenue), subject to a maximum of ~.2000. 
. • .. . . t. . . J - - ' -'- : -:: ,- :. £. ' - \ ~ ~ . . . ~ l 

Disbursement of loan in kind or instalments is not in vogue •.. 
~ • , .! • I . - . . . , , ; .! ; ;, ' _ ~ .' I ._ 

Surety is the usu~ securitY for shOrt-term loans while, for 
, -~• ..... '. -~ : .... !.1 ·- .. ·_· . - . -~~--- :~ ·- 4 ·' .t ·~ -~,J .,·.~r-., 'j( 

medium-term loans, the security requirements coni'OFme_d to the 
• - ·' • .J • ' • '-. ~ - •• 

re.commendation of the Mehta Committee··· Provision exists for the . 
:.· .;_' : .. · .·. ':_:, . .... ; __ ,·~·'·¥·:: '.,:_ 1---'~"("' ___ ·,. t:~ • .:..:· 
creation of a .charge against land by the borrower in favour of 

('• ': ... I • I ., . . ~ ' : 'J. ~ . . . ..:. . . . . • ; . .. -~ '. ~ ~ 4 • • ·'- • .::. j 

the societY,. Loans were being <:~dvanced throughout the year .and 
' -,_ • - ,' ~ :. ·:···- '-~· ' :. . ,·_· :.' • j .. : "t·~. '•;I 

mad~ _r~J,laYable at the end of 12 mo!lths, fr.~m. ~h~ -~~~e of~~~~~~· 

. _Instructions were issued .bY the apex bank in 1962 for i~troducing 
... - .. ~ .. :.:_-l_...._: ''/-; ~-·,_;~::. ~---~,.;,;,~C...'-.~:;·· 

seasonality in lending ani recovery b~t how· far they have.been 

.,. :i.J!Ip~e~e~ted is not _known. Th~~wer~ 11?~ be_i~-P~Q~d~d 
· • ·- • - · • . · · · · . .1.. · .. • • . o • • • '· • .. • • I t 
.i':t:a~J:lfinancE! in.most .cases, .. Iq some. banks,_ howli!ver, the ~ocie1;ias 

''.. •. ') ... . ' .: . . ,· . ·, ·.·- .··· :J.' . ~ ."'I ;::~\,-' 

ware given fresh loans if they had repaid up ~o 7f1 per cant 
.:.JJ..: ~ . . .• ;, .. !. -, ··, ••• ~- --~:; !:.'~-- ,j_. 

(Udaipur :and Jha,I.awa;-) o~ 6~ per ·caqt_ (JaiJ;!ur~ C.hittorgarl'!! .. , 
•• .• -· J t • . l . • ._· ,. - '- • '. ) ' • .· ' · j.:. • • , J.. 1 • '· _. tL, , _, 

Barmer and Churu) and· on condition that the new loans were usad 
. -' ~ . . : . ~ . . • • ' ·. . . I, + ; • •. ~. .. . _ _- ·: ·' ~ ;~ J,, ' ••. :: 

for financing only non-defaulters and new,members, 
,·! ; ~.,"1 ; ' .._ : ' ' _.. ' ,! ; I ' " • ',; 

;,8'r.·•~Tho~~h i~-~~w.?.~-;~h~n~t~r~ ~oll(i~~t~~s. ~~,t~e.st,~e 1 ., 
considerable significance attaches to the.arrangemant for 

.-·. { • J •• ' ." .•. } -~ :. ?;.,• .!.. . -•. - •. ~ . -·;: ' ::,;.: ~::J 

stab~lization of agr~c~ltural c:r;editLlittle ~regress b!ts bE!e!l, 
' - 4 . I I. ' • • ' ' • • " • • • "' "' ' _I -'- • ;,... ' • 

made in building up the E$tab1lisation fund at· the apex ,and . 
. · ,i~1 •• ~-- .- . . . ,- -~.· ~l ,;, .J ••• ; - - -~•. :1.._.,1 ---:· ! • '· J_ -.. '._; : ~ 

central ·bank levels. The State. Government has <lOt £-greed to a . 
r · -~- · •. ·· .••.•. ~. _ , .... : 'I"' ·.-. 1 •• \. • ~- -·-~ ..:_·1 

part,of tbe'dividand on its sharel)olding be;l.ng .c~edit~d,to th~~e 
.6 •• 'r r • 1 l • • ' '· l ,_' .l-.;1 _ 1 . ' ... 1 .... 

funds. Though there is. provision in the bye -laws of the~ centraJ. 
• · i · . · • , · •. - · · ·. · -·. ·· · : : · r · , ~ · ~ • ,.. 
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5( 
f~~ ~~ntribution' t~ such ~~nds 

. ' ~ . . ... \. . . .._ ' . -~·' _-

from out of the dividend 
"'. f' 

payable to individual members, no bank· appears to have given 
:._ i· 0 ,- ' . • • • • ·, • • . ' I : .., • • • 1 • : ' 

effect to it. As on 30-6-1962 1 there was nb amount to the credit 
1·".__;;;t-·.: I . - · •• j' '--- ~. '·~· • ...,, 

of the stabilization fund at the a}:Sx bank at all and only one 

central co-operative bank had a stabilization fund of Rs.0.05 lakh • . ;.. · .. 
Simiiariy to the Relief and Guar~.n~ee lund,- no" c~ntribution' ~as • 

· ~ · · . ; · L • ".. ·r + 
years of: the Ttiird Plan. It is· · 

C::-".)""~• _,'t~ I 

made during the first three 
' . 

proposed t~''contribute Rs. 3 lakhs <iur:i.ilg 1964-65. '~-' 
~'1:.·~ . ·••• . . . . .... , •. . '' 

9. As for the maximum borrowing lim:i ts 1 that for an 'Unlimited 
.. ~ ,. . :>.. :. • • -~ • ... ,, - • ' . : ..... ": ·d· .. 

liability society amounts to the aggregate iriaximum·limits of · 
~ . _; . ~ _·. . .. ' . . - . _. ' ' . 

individual members minus its owned capital available· for landing 

or -1/3 o'i "th~i~ net ·-a~set~ whichever is. le·ss. ·F~-r 'the llmit'ed · 
)' -~·- ·._) •.•.• '. . •.,' <r• .. ,_' -..-- .• ••• 

liability societies, the limit 1's upto 8 times the paid-up 

shar'e c~pital azlii reserve fund minus .bad 'debts' and ld~ses, 
if ~~' 'or i~'ice' _.tlie 1'iib1li ty or· members flied ·in· the ~bye.:.law~, 

. - . . . 'f '· ' . 
whichever is less. 

-·" 

10. Share capital ·and borrowir.gs ~re linked both at the central 
· ·• ;~· - 1J.'....... " .- _r -- . _ ..• j •. -••.• ·-· . -~-

bank and at the apex bank levels; -the ·proportion ·being 10 per ·c'ent 
; :- 1 ;_ ' ·._. 1 , -~ ' ' j · :.;. _r • ·, -.· ,._ _" • •• • , ' , 

at each level. The ~financing of tndividuals •·rhich had been ·a 

p~c:i'~inent 'feature at the ci~nt;a:i. bank l·cvei 'ha.s "bee~ 'reduded' ~ 
~_,- -.:':v"!J .. ~ _,. ... -. · .-. } _~, ;~ ~.:. ;. .~i- ·· -1 
and is now restricted to that against· fixed depo-sits and- approved 

• & ~ v . ~ I ' . ~ . . 
securities. 
' :- ; • I -• , .• , ' • . • ~ • • '. ~ . ·- ' . 

11 ;--The deposits of the co-operatiVe barlii:s in 'Raj astruin are poor. 
_ "T::~ '" ~, J • • •• ..r - ~ . .. , ....... · .. • . . •. · 
Even the apex co-operative bank has 'deposits ~or"only' Rs.15. 37 -'lBlths 

•• ~ 1 .,.,.;,,~· ·' .•. • • .:.-- .::1~·- \-:~ 
from the public. The central banks have on an average; deposits 

~f orlYi-~~1i'i~~! Tho~~h th~ rate~ of-intefest .offered on 
• ~ !__ • - • 1 • ' ,,- ... , .: ... r- ( · · · .... : r • • . 

deposits are stated to be competitive, there are nci'special 

schemes in oparati~-n ror''the- purpoJe of. tapping 'deposits; ~no~ do 

they orr~r iarious baAking~faciiities~-co~parati~ci banki'ara'~t 
recognised -ro; ~ccepting de~osits-trom·'~iia~:I.~Governme~t ~: i- ,,_. · 

1~t!tutions ~nd-':ioccl. bodfe~, thotigl:i'p~nch~~t sa~:t~is -h~;~ · 
been ~dvi~ed by Gover~~ent'to· keep 'their f~nds ~ith ·co.:apera1J.;e 

banks: As for branch e.xP~~ion, there 'we;e 5o ·branch~s izi ~i; 
.. - . , . .. . . . , . . - " - . r-- . - ., 
the'number·ranging ·rrom'2 to ·12 per bar:ik for 11 bD.liks,· while 
r . ...-_·t-.-- -· ._ -· --.· .:·~--.-.·~-· _.,.. .. - •• 
5-banks had one branch each and 9 had no branches at all. 



'5~ 

Fifty branches are to be opened during the Third Plan period, 
r , . • 

of "Which 20 were started _in the_ first 2 Year~. 
- '. -, ,\ 

12. Land mor;tgage banking in Rajasthan consists of an apex land· 
' -~ .. . ~ 

mor.tgage bank registered in 1957 and 30 prim.ary baclt_s organis-ed ~ 

in ~the majorf. ty o,f the districts of the State. Loans for 

productive purposes accounted for only 37 per cent of.the total ·. . -
loans :l,.ssued by .the bank in 1961-62. As for co-ordination in its 

',I )I . ~r , , .. 1 lo • 

work~ng_ ,with the AgricUlture Depart~e~t_, reference ~ay. 'be made '·-· ·- . . - . 
to·a schema prepared by the cantr~l land mo£tgage bank for 

. . . 
financing cultivators in _the Chambal project area; but the scheme 

' I' ' ) ~ , •' .· ~- . ~ : :1 •, t ·,· 

did not .take sha.pe owing .to_ . various diffi cul ties, particUlarly 

in regard _to .~inding the necessary funds. No special development 
. ' - . . . 

. : ~ '.•. 

debentures or rural debentures have so far been issued by this 
. ' 

land mortgage bank. The S~ate Government has extended assistance 
... J 

to the land mqrtgage bank by enacting special legislation to . . . . -- . ' 
facilitate.its working, contributing to its share capital, providing 

• _: -' . _ I .·._+_ • ' •. •f''.: .... 1. ·J .. .'t ~ 

fqr the managerial subsidy, guaranteeing its 'debentures and the 
- ':- . r ~ · • · · . - , · . ._. _ • _ .•. , 

interim accommodation granted to it oy the State Bank of India, . . . 
' . ' ·, · .... 

and by deputing departmental officers to work in the bank. The 
. . 

primary land mortgage banks have been assisted by the provision 

o~ ,2_departmental inspectors to work as land valuation officers . . ... -~ . ' . . - . . . 
and other inspectors to work as secretaries. Th~ StateGovernment . . 

also propos~to.route taccav~ through the land mortgage bank • . ' . . / . . ·. ,. ' . 
~i~R- _the iegislat1on enacteq to break-up the old tenancy sYStems 
• - • • • . •• • J._' 

of j agirdari, aamindari and .biswedari, various classes of tenants 
' - . 

are now in a position to obtain loans from the land mortgage bank. 
; . ' . 

But 1--n. ce}:'tain Feas the fact that they are not given the ~ight to 
- ' v c : . . . 

sell or gift away the land is standing in the way of their getting 

finance_from,the iand mortgage banks. 
. . . . 

1 ~· . Arr,a_~ements for ,suP,ervision !lore ge~erally u11sat~sfactory 

in that this responsibility has not only not been transferred by ' . . 

the Registrar of Co-operative Sccieties to 
~ -•... 

banks but has been passed on by him to the . ~ .. 

• the Central Co-operative 
• ,J : 

Panchayat Samitis . . 
atter the institution of democratic decentralisation. ~hiSh~s. 



resulted in a weakening of the cvntrol of the Co-operative 

Department over the supervisory staff, the relative neglect of! 

t~e work of supervision and a c~nsequent increase in ove~du'es.· 
It has, however, been recently decidad that, wherever a· 

1 
panchayat samiti had more than one inspector, the excess'starr 

shoUld be withdrawn from the samiti and placed at' the disposa1 · 

or the banks. So far, 26 inspectors are reported to have been · 

transferred to the central banks and proposal for a similar 

transfer or 405 assistant inspectors is said to be under 

consideration. Subsidies are being provided l:iy 'C1overruiient ·to 

central banks to enable them to appoint an executive office~ . . 
and two inspectors for supervising the duties. Twenty banks' · 

have been granted subsidy so far • ·'· ~ .' 

. 
14. Audit arrangements are not satisfactory. Owing to the 

combination or audit and administration at .the distri~t level,-·· 

~~d the.lactc or undivided attention to audit, the numbs; or·: 
! ' 

societies remaining unaudited has been on the rise. No ·arrangement 
/ . . .l ~ 

for the concurrent audit of co-operative banks obtains in the 
' . 

State. 

15. The linking or credit with marketing has been negllglble 

except for certain selected districts "''here less than 2 per' ce~t 

of _the loans were alone recovered through the sale or produce.· 

Progress in regard to the construction .of go.downs by marketing· 

and credit societies has been slow. Central and State Warehousing 

Corporations, however, had established 3 and 40 godowns upto 

31st March 1962. 

. . 

16. By and large, there appears to have been a·.fidr attempt to 

implement the framework of recommendations of the· integr~ted 

scheme of .rural credit in Rajasthan except for the important· 
' . 

proposal of the Survey Committee for building up stabilisatio~ 
. 

funds, which appears to have assumed a· special significance in· 

this State in the context of rising overdues resulting from 

natural. calamities,~ ~ -'<W. .:,k...-e-J.M.~~ ~ ~~ 
to~ -\>&t:..~. . ,. 
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UTTAR PRADESH 

- ' 

The Uttar Pradesh Co-operative. Bank, though being an apex 

institution, .continues-to finance societies direct through 

its branches. · Fo14' _o-;- these operate as central financing 

agencies at centres where _central co-operative banks also 

·function. As many as 6589 primary. societies and 166 individuals . . ..... ' 

were among· its members as·· o:g.. ~o-6-1962 •.. _The Registl;'ar. of 

Co-operative Societies continues to be its ex-officio chairman, 
. - ~ 

but the non..,offiil'ial.' vice-chairman presides over the Board 

'meetrnga• and the proposaL for an ele~ted chairman is intended 

to be· 'implemented after the new ·Co-operative Societies Act 

··1s' passed. -The representation of. central banks on the board 

of the apex bank was inadequate. .State Government had 

contributed· Rs.~o lakhs op.t of the :bank' a t9tal capital of 

Rs.~29.'09"lakhs j as on ~o-6-1964~ . The apex bank has no. 

'-arrangements for-inspecting'central banks. 

2.' "The -number of ·central banks ·.bas been brought down 

from 65 in 51-52 r to 57- to serve · 50.districts; as mentioned 

above,- the other four districts are served by th~ apt~x bank 

direct. Six-of these central banks are to be merged, 

according to~ the accepted. scheme of· amalgamation. The 

central banks have a large membership of individuals but 

operate in effect: as federal institutions. Officials .continue 

·to be· chairmen in· the' case of several central banks, b.ut 

this is expect·ed to disappear· after the new. Co-operative 

Societies Act is.paased. Of the-57 banks, 7 i~titutions 

· have .riot' ye'i been able to build .up owned funds of Rs.~ lakhs 

and as many as -9 lianks have working capital of less than 

Rs.2o lakhs. '46 central banks have so -:r ar been state- -

· partnere:d. ana state: contribution· to these amounted to 

Rs·.l71.20 iakhs- out of their total'_qapital of Rs.809.92 

:Lakhs •. ,. .... _, ·, • ;t 

~. · r There were 54700 pr~~ry agricultural credit 

societies in the State. Of these, about 1~ per cent were 
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dormant. A majority of the _s.oc-ieties were based on limited 

liability. Of the total number of societies, 7'0 were 

large-sized societies and 5'970 small-sized societies. The 

former had, on an average, a population of 19419 covered by 

their areas of operatio'il. The membership per society was 

1193 am the loans outstanding per •'society amounted to 

Rs~l,51,457. The small-sized· societies had, on an, average, 

a--population of 928 covered by their.areas of operation. 

The membership and the loan .outStanding per society in. 

their case were 54 and Bs.3786 respectively •. Thus the . 

societies operated at a relatively·low.level of func~ioning, 

· though they covered almost all the villages. A so~ce of 

··confusion at the primary: level is the common membership of cane 

unions and'agricultural"credit·so6ieties and the 

consequent dangers of dual financing and· over-financing. 
. . 

4. As for loan policies,. the financing of ±ndiVid~ls is 

significant in·the case. of the. Uttar Pradesh Co-.operative 

Bank which has been issuing loans to them· under various 

housing sche~es, using itfl own re~ources :of tl:ie ord,er of 

R.S.44 lakhei ·for the purpose, in addition to the funds .. 

provided by Government.·. This bUsiness is propose~ to .. be 

given up shortly, afte.r the establishment of a hous;i.ng 

corporation• 

· 5. At the primary level, the credit requirements of 

cultivators are arrived at on the, basis pf plans,.prepared 

by the "staff of the Department of Agriculture in 

collaboration,with co-operative staff. On the basis of the 

statements, limits fo:z:o each member_- separately.in kind: and 

in cash - are worked out at the society level, 25% of the 

loan being expected to.be issued in-the form.of fertilisers. 

The ·maximum credit limit of a member is taken as the, sum of 

his 'net· assets" tmd·l/3 of 'his non-agriculturaJ. iM,Opleo · 

Subject to this ceiling, the normal credit limi·t ·is _fixed 

for a member at 8 times hi& paid: "lip share capital or: 
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~.2,000, whichever is less. Mortgage of land is insisted · 
I 

upon for all short-term loans exceeding ~ 2,000 and medium-term 
' - ,- . 

in excess of~ 500. The Co-operative Societies Act in. the 
.. 

State provides for the creation of a charge against the . . . . . ' . 
interest in land held by.a borrower.~ Z$ ~ ~ 

.. 1 . . . 

kmvt16d M! e.q,uM?,w~ t1l ~. Seasonality in lending 

and recoveries is absent. The credit needed for kharif and 

rabi crops is provided at the same time and though two 
~ : . .. ~· · .. . .. 

different demands for the two crops are laid down, 

only those loans which are not repaid by ~0 June are treated 

as overdue. 

6. Societies in default are provided fresh finance only 
.. 

if they have repaid atleast 85% of the earlier dues. The 

State Co-operative Bank and 27 central banks have created . . - .,· 
agricultural credit stabilisation funds amounting to ~.~.27 

' . . .... 

lakhs and ~.0.79 lakh respectively. The State Government has 
l. -. 

agreed to contribute one half of the dividend in excess of 

~ per cent on their shareholding in co-operative credit 

institutions to the Stabil~sation Fund and the other half 
~; ·• . ~ ,., ~- . ( 

to the Relief and Guarantee Fund. A provision of ~ 5 lakhs 

has ~lso been made-under the III P~~n for the latter. fund 

which is .~et to be set up by State Government. 
·~ 7. Shareholding is linked to borrowing at all levels, 

though specific provision for the purpose, in the by-laws, is 

in some cases absent. The ratio is 1:15 at the apex bank 
' . ~ . '· ~ - . ' . 

level and 1:8 at the central bank and primary levels. The .. . . 

maximum borrowing power is fixed within 10 times the 
. . 

owned funds in the case of the apex bank, the central banks 
. ( 

and the p~imary societies. 
' . . ' 

B. The progress made by the co-operative banks in 
• • t.· • ! 

mobilizing deposits has been negligible. Even the 
'· .- . -' -._ ' .. ! 

State ·Government appea~{ to ~ve been has~ ta~t to parmi t 

local bodies to deposit their funds with central b~, as . 
Government were doubtful. of the ability of the banks to -. 
repay th~ d;ppsits when ~alled upon to do so. Nor were the 



... 
central banks in a position.to offer various banking 

facilities to the depositing public. Though the branches of 

the 32 central banks numbered 54 as on 3o-6-62, 24 banks had 
.. 

no branches at all. Only the Bijnor bank had 6 branches .. 
while the others had 1 to 3 branches. 

. . 
9. The Uttar Pradesh Co-operative Central Land Mortgage 

Bank is a relatively young institution, having comm.enced 
. . . ' 

business only in July 1960. It opera:tee through a net work 
-

of 51 branches which will eventually be converted into 
. . 

primary banks. The bulk of the loans advanced by the bank 
•. 

was for productive purposes. The bank had no independent 
' - . ' 

land valuation officers. Interim accommodation is obtained 

. frbm the State Bank of India on the gua,rantee of State 
. ,• ' . :., . . ) ~ -

Governmenti delay in obtaining it and hence in obtaining 
. ': .. --

·. accommodation resulted in a paucity of funds and consequent 

' 

suspension of the disbursement .of loans. No rural or 

special development debentures have been e'o far issued. 
. . ' 

Special legislation for co-operative land mortgage banking 
. ' '. -

has been introduced in the legislature. . . '. ·: . '+.'.- !" .... 

'10. The present position in regard to supervision is 
~ . . . . . . 

·far from satisfactory as the central co-operative banks have 

no control over this staff who,-belong to the Uttar Pradesh . - .; . .-

c.o-operative Union. A change in these arrangements is now 

under consideration. 
- - . 

11. This is the only ~tate where audit is outside the 
·' . . . . 

purview of the Registrar of Co-operative Societies and is . . 

the responsibility of a Chief Auditor working direct'ly under 
' . 

the Finance Department ~ut there is some co-ordination 
. ' 

between the two departments. The 986 auditors now in 
. . ' 

the Department do not S:ppear to be adequate in relati~n to 
• -. . !. . .. ' ' -~ • 

the magnitude of the job to be done. In ~961-62, societies 
•· -+-. - I 

in arrears of audit were 18,937. 
• 1 • I, ,·· I ' ~ 

12. Some progr~ss has been mad~ in the State in respect 
. ·' J .• 

of linking. credit with marketing. 
' .. 

In 1961-62, loans of 



the order of ~.2.84 crores were recovered by 94 marketing 

societies on behalf of 11763 agricultural credit societies. 

,Some of the transactions, hcwev~r; have been suspected 

to be of the nature of book adjustments. 

13. From the point of view of structure as well as 

operational policies, many aspects of co-operative developmen·h 

in the State call for acti.on which will briDg the existing 

position into line with the agreed policies underlying 

the integrated scheme. In particular, the banking 

structure is to be rendered truly federal and _ 

co-operative and more capable of raising resources~ The 

position in r.egard to audit and supervision also need$reform 

and improvement in existing arrangements. 



5'=, 
. PUNJAB 

i:;Oi, Tha=.Pun~ab~ State ·C~..,.ope rative Bank, whi~h,_h~d bean~· .. 

started in'. 1949, became the s'ola a11ex ·bank ~r~r the r~organisad 

Punjab-13tata, fc1.1.ow~g t~ amal_gamation of the .Paps11 ., , ~ 

"( C6'-opar'at1Ya Banlc· with it .. in:1958, ,.Its. membership included. - . - - . 
as lnany as :2526. societies and 6 individuals, the_ former baing 

. - - - -
' the legacy or ~hS"-:Pep~ll ·apex ··ban\t. -A~ for th~ ~tta,r, the·, 

·policy is:not .. to -admit any m?re ind:Lv~c;l~l mE!~~ers. Onl]; 1.~ 

' directors out -of :the ~1" elected·directo~:s on the Board ~f _,. 

Management represent the cantral·bank~· Stata,contributio~ . 

ofRs.56.33 lakhs formed 51.8 par cent of its total s~ar~ 

capitall of Rs.108.69 lakhs as ron 30-6 .. 1 ~63 •. 
' ' .·:. 

' '2~. '-. •Thi!ra ·were 3L central. banks ~.sa ry~pg: 20 4tsti;'ict~ !l!?.~~n 

'· ~ 30"'6"'1962, .~which .may be comparad·:With,:74 ·banks. ~d· pal).\ting, • 

unions ·in .1955•56•. ·The· agreed• prog)'.'amma pf ra:t;ional.~sat~on, 
. . -

:: howaver·i is: not yet complete and: four mor11, l!lf .·the . ex~~t1.n&·­

banks -are• to .be mergedr so~as.·to have .. 27 banks •. T!ie l)lember!?_hip . . . . . 

-~or tha~central banks included 2816~ so~.ieties~and. 3757: • · - ' 
' ' intliv;J.duals. Three banks; had ,owned· flUld.$ .pf les.!? thallo,1\'l• 3_ .. . ~ .· . -

·4khs and~ ~orking: capitAl of -less tha·n Rs. 2.0 lakfls. : .'ZI. ,out of . 
the :31_ ·banks-. had, !le:ceive<h state. co!ltrib.ut;l.9ll of' share• cap~t.al_ 

':of .Bs.67.c36: la:khs~·· There,~as"!;proy1s~on:for the Jlt~te· Gove,r~ent 

·eb-operative··bahks. r·: r ••. ·,. ·~ . I ~ ·' : ,. ' I. - "'IS' •• .... 
1-r' 3,, c'·~ i'htii'll were j_gQ1_9• pr.imary. ·11grioultural.- or,!!dit soc).e,ti-E!S . . -

in the . .St~te·. ·,or :thes.et'~ onlY' .13 ·per centJ )l~re, dOrmant.·,·-~ : 

majb'l'ity or~ ·the: ·societies a.o.ntinu~ to· be·.·ba..~ed on -uqlim~ted' 

liab:I:Uty. :Of' thEii tota.l . .number pt··;soc;J.etie.s,• .2_5, we~~~ ~jl_rgft~ .. 

s·ized .soc'ieties: and .18994, small-,sized ll!Ocieties. , Th~se,n 1 · 

. .so<fi~~ies• -:(b_ot'liJlarge•sizedco.and.r smalL.sj.ze.d); }l~d .on; an-.AVert;jge 

a "population :bf, ·852 :·coyered byc.ltheir. ,a,rea:·:af ope;rat.ion .. ·-,Ii;IJ~,. 

-the;fcase.; oft large· .siz.ed societ,;J.es; the:membe_r~hip· pe.I> so~:l,ety . . 
-was 

1
360 Jand. the,.: il:oans '.OU,htand1ng,_pe~~ society amounted :.to.-" 

lls.;50,920 .. or-In .tbe: cas11. of ·~m!ill•siaeci soc::tet ies,t the •membe.l:',":". 

, -~ship; pe.r society was only,:75 and the il~an~O'Utstanding p~r .. . -
society was ~.10,060, The working of the primaries in the 



c6o . 

State .appeared to compare favourably; with the All-India position . _, 

in som~ "respects; thel average depo-sit· per~oeiety was.J!'l .• 2,705 

:rdr Puri~Jiib' and' lls 821· for ;a.U-ind ia; and deposit-S ··pe 11 .. member, .. . . . 
Ps 36.1 and P.s '9r ·share · capital per meinbffli lls . 38. 5 ~and- 35 .1_.i , . , - . 
l6ans'·' iidva'ric~d--p~l• ·bO-rrowing ·member ·!Is .254 and l's' 231; ,-the ·propo .. . 
rt:i.on .o·r A and 'B' oUs·s 'societies 29 per ·•cent :and 13 .p~r ·cent_;· 

respec'tively,'" or the 1560 societies .tri be revitalis.ed·and •1000 

ne~ societies ·for which'" ·provision is lllad_e·; in· the Ill Pl;an~ -.600 . -
were :re-t>-italise·d and ''300 organised newly in 1961•62 while· -, : : . -
during ·1962.:63, ·100-more· we rei to ·:be .revitalised· and~4bO. newly: 

' organiSed; f -+· ·' < i ~. 1 :-~ ·') ;_ .. ';'' ~~ i ::.~-1 • :_ .. --.:~ .. . . . - - . 
~ • . • • ~- ('I 

4, ~he loan polieia.s of-apeX·Jarid ce~tral'banks·'l'e:t:lecte~. 

pi'ioHty''for agricultural ·credit •societies 'imd •the -rinancing·.or 

ind'iVlcf~is· Occili:'ed only,:to.·•a•-negJ,.igible E!Xtent~ At, the ·p~imary 

le'irel; ·'the··cr6p-loan systemr·had-not::.yetribeen: introduc.l!d;•:th~;: 

mu'ltlp'le ·or land··:revenue:·.continuing to· ·be .th~a basis f9'1'" fixing 

'1 the- cr?d'it· iilnit of." an· individuaL member•; · Fa~ :a land·,.owner; 

it is 30-tlmes-'the- lan~•Jrev~nue '!llu·s one quarter ·or•miscellane­

-ous ificema·; ·arur for a :tenant· '15 tililes the landc revenue .. plUs . .one 

qUa.rter: of mtscell&neous~ income·. ":.In· 5- societi~s out· .oi' every 

:- -in'spactor-'s c"lrcle', tby' way or· an ex'per'.l.men.t,~ +tlie- maximllln cr.edit . - -
·11Diit~·[s 1'1ieing takefi.'at• 1/3 or· the gross- total~ >inbome,'·subjeet 

to an overall ce iliilg ~f.: ilS~ 1 ',000, -A more liberal ba~is i'or· • - . . . . 

fixing credit limits has been adopted in :>·'selected' distr-ict~ 
' ..... 

whe'rE( it he~ mu:i!tfple\ 'OfJ li:ul'd'. revE!IfUe:-1s; raise a <from ~30·.-to 36 ,.·.the . . -
ce 1l'ing·1S ~aisea· ·troin'lls•1'000 'to Rs' .1200: and ·the J.ncreassd' ,- ~ 

creai:e- fis ·provided· rorj the ptn'chase ·or- 'fertili~a·rs.' jn'·th.e­

Package fdistr1ct;,. ot LU'dh1.aria-~ the~ max'imum lim 'it· 'is .fiXed:' ·at.~ . .• -
1/3 oi' ctn!f' bonower's'" tr§ss 'i~com&· ~oin 'agriculturab-~s :Well 

·:a& ·other. sources,' ~Ubject, •liowever "tO: the ·.ceiling: :Of lis 2,000.o - -
Short-.tem loans ":are ord inal!'ily·rissued' <att:a'inst. <two• 'perso.nal" 

i!ureties;.c Mortgager security: 'is~· howevfir·,requ1red ·in: ·the ·spe·cial 

cases f:wnsn ·-t~e 'loa'n!f 'exceed rl!S t1 ;OOO;-· such· -a!oans• would ·ra~~ifie 

approval 'Of; the·io:t'i'icers ·o~ 'co.:operative- ·Departme-nt ,.t :::rn ··the• 

case oi' mediunt .term :credit,· the loans up to P.s -,:;oo· ·are ·onr sur~ty, 



from~ 500-1000 are on the declarat!on of a charge on land 

(for which Cooperative Socie~ies Act.provides) and~ 1000 and 

mo~e, on mortgage of ~and. The practice of iss~ing loans in 

kind and in ~stalments _is yet to- be_ se~ious ly tried. 

Se_asonal1ty ~ ~he_ ;l!sue and repayment_ of ~cans is gene rally. 

absent but an experiment in :this direqtion is in progress in the 
' . . . - - -

thr_ee __ dis_tricts where the basis for 1'11r1f! orodit limits 
. ' 

has been liberalised• 
' 

5. On the_ financing of _defaulting societies, the practice is 
_: - - .. 

to provide them fresh loans_ if they have re~aid at ~east ss-t% 

of the earlier dues,_only on the recommendation of the Assistant 
. . . 

Registrar and subject to the conditions that l) the financial 
; .. - ·.:. . ..... i.' • • . 

position o1' the society is satisfactory; 2) the fresh loan is 
. ~ . . . . 

for financing non-defaulter and newly admitted members and . . 
3) the society has started coercive action against the members. 

. . - -
s. . _The by-laws of the_ apex and c~_ntral banks in :t<he State _ 

provide for contribution ~o their sta_bilisat~on flll)ds from out· 

of net profits, the amounts in the funds at the two levels or1 
' • I • ' 

30-S-S2 were ~ 1.15 lakhs and ~ 1.46 lakhs (for thE! 24 banks . . . 
·' 

which had created such a fund). The State Government, .however, 
; ' - ! • ' • 

does not appear to have agreed to a part of the div!dend on 

their holding of share capital in co-operative credit 
• • • •• • • ' • •• -. ~ 0 - - .. • 

institutions to be credited to this fLJ.nd, The St.ate Government 
r . ' - ' -

have created a relief and guarantee fund, the amoUnt t9 the 
~- • ' I I ' 

credit o1' which, as on 31-3-19S21 was ~ 2. 50 lakhs; a provision 
. ; . • .f . ~ - - • ' . ' ·"1 

of ~ 2 lakhs has also been made under the Third Five Year Plan. - . . ..: . . 
7. ' Depos-its at the apex as well as central co_-ope!'~tive )>ank 

I"{ • - ·i • . - r " -·: 
lev~ls sho~ed a decl~e in 1962:S31 which ~s b~en p.ttributed, 

' ~ . . 
in oart to withdrawal of deposits both by societies and_ 

• ·_.·I • ,-• : , , • I• • 

National Defence Fund and 
' ' r ·-

individuals for contributien to _the 
• _,,... ."'(( --~~ ,_,· <1' 

National Defence Certificates. The rates offered by the apex 
I ' .. ·.i • ' . • ,., • . . - • 

. . 
bank and by some central banks are stated not to ~ompare 

.... .. . ~-' . . ·., . : ·- ... .- . ' . ...., 

favourably with thosd' offered by commercial banks, and the 
·. .... .. • . ·-·. .: .' .... -' •.• ..... ' ..• -'~ b .. ~-~- . '· 

former have been• recently revised 1;o make them competitive • 
. ·,_ 1 I I ·. ..,_ _j ' :: -: 1·' " ' . { e;· ·.• ' ; ..., 

The central banks in the State have, in all, 104 branches but 



these a~e not evenly spread.· Three banks have no branches at 

all and seven others, one branc.h each while 4 banks account for 

40 branches by themselves. Many of them have yet to make a 

beginning with the provision of various banking facilities. . . . 
8, The Punjab· State Co-operative Land Mortga~a Bank, sat up 

in 1958 1 used to operate through tho agency of tho central 
. . • . ., .. f·. . . . . - . 

co-operative banks till 1962 when 14 primary land mortgage banks 
. . . . -

ware set up. Spacial le~islation was passed :i.n .19~7 1 so as to 

facilitate their functioning. The State Government provided a 
I ·.: . 

subsidy for the amoloyment of a divisional land valuation 

officer and 5 land va~uation officers by the central lan~ 

mortgage bank and 29 off1cors in tho primary banks. Further, - ' - . 
' the Government has assisted the banks by guaranteeing the 

debenture's floated, as also the interilli accommodati~n o~tained 

from the State Bank and by contributing ~ 25 lakh~ to it~ share 

capital. The two' series ot rural debentures ri~atod by t~e bank 
. . 

Though the l~ans made for _productive elicited poor response. 
'· :·· 

purposq.s 1 especially purchase of tractors, are· on the increase, 

the proporti6n ~r ioa~s made for rapayment_or prior-~ebt and 

redemption of mortgages constituted about 41 per cent of the 
. 4 

total loans issued during 1962-63• 
r •' . • 

9. The machinery for supervision ._continues to be with the 

Co-operative De'\'artment, ·though there is a proposal to transfer - . - ' . 
the statr t~ the ccntral·banks and to sUbsidise the latter for 

m~intaining 'such ~tart. The. char.ge per supervise~ is said to 
· . , • , I. · 

range from 25 to 40 societies on an average and it is considered - -
'" 

that the average will be brought down to 25 by the end of the ...... 
Third Five "Year Plan. · 

10. The audit staff (who are und~r the Registrar of Cooper_ative 
• • ... • • • • • • ; ' • t -f. . . • l 

Societies) appears· inad~quate in certain areas as, for example, 
. ·. . - ;. ") . _, ' . . - . . ' . . ' - -, . 

those~ served by the c~r;tral banks of Nawanshahr, Bhi~az:{i, Ambala 
•, . . . : -, 

and Kapurthala whe~e. tha.. _average number of socie~ies pe~ auditor 
. · ... 

is 51' 62, 59 and 48" respec~ively. In the result, audit has 
r·; ' ~ ' ' • r ,: ,, - ·: 

remained in large .arrears, the societies audited in 1961-62 being 



0 
only 30278 1 as com:9ared with 34000 which were due for audit. 

11. On the questi~n of rout~ng taccavi through co-oper~tive~, 

the State Government came to the conclusion in March 1964 that 

the. time was not yet ripe for switch-over to the rou~ing of 

taccavi through co-operatives and deferred consideration of 

the scheme by one year. 

12. Little progress has been made in linking credit with 

marketing. In July 19631 a programme was launched under w~ich 

two marketing societies and 20 service co-operatives ware to be 

selected for the purpose by each Assistant Registrar in his 

circle and the linking was to be enforc~d in respect of 20 

selected growa:s from each credit society. The results of 

this ~xperimant are not known. 

13. Though the institutional structure is in broad conformity 

with accepted policies and the position at the primary level is 

relatively satisfactory, much has yet to be done for giving - ~ ·-. 
effect to agreed policies ~ respect of ~an.spn11 eiws at the 

primary level, the mobilisation of deposits _by central banks 

and improved arrangements for more efficient supervision and 

the marketing of produce through co-operatives. 



b~ . 
KERALA 

• 

The Kerala State Co-operative Bank which was· formed in 

·November i956 following the reorganisation of' the State is· 

a fully federal institution with only the central banks and 

State Government as members. or· the 14 members on the Board 

of' Directors, nine represent th~ central banks, !'our the State· 

Government and one the central land mortgage bank. or· thee 

total share capital_of' ~.55.58 lakhs, the state contribution 

was ~.23 lakhs. The bank has inspection staff of' its own 

but is understood to have taken up'· no inspections since 1961. 

2,' There were orily 7 central banks se.rving'1;he 9 districts 
' . 

of' the State as on 30~6~1962,- but one central bank has since 

then been trifurcated, so that now each district·- is serv'ed 

by a separate central bank. In pur'stiance ·or the ·practice that 

.the ·rirst ·board of directors of a central bank is to be nomi­

nated by the' Registrar 'or Co-operative Societ'ies, ·othe boards 

. ~f three banks .are. at pre§'ent nominated while those of' the' 

others are elected. Individual members 'in the central banks 

:. 'were ·umit~d. in n~b~r .and usually had two representatives 

on' the board. · Ceritral bah!tJ ·mori:i''th.iui' satisfied' the criteria 
-J- -

regardinih,wned· funds and working capitai the former ranging 

be~we~~ ·15~6:os lakhs ana ~~sL·42.lakhs· an.it the latter Mtween 
. ,- ' ·' -f. ~ • ~ ~ ·. -. • . . l - - • . 

. ~-.45. 78 ·Iakhs afid'~,329,63'' 1akhs ,' Ali''the banks' -were state-
• - - 1 r :, , ' • ,-- . I. ' , - • 

partnered, with share 1contribu'Hon being ils-.2~·.50 la~s· cr 
'" ,-. •r ~ - .- .- • ,.. - • . 

26% of their" total share· capitaL' ·' '. ( -· .·• . -_ 

( 1 : I· ~,, ', . . ·• ,, • ! 

3, ·There were 2397 primary" agricultural credit societies 

in.the-State, 
• '' •· • • • • ..-.I I .- , ' • . . ~ 

Of these,' as many as 20 per cent were· dormant. 
~r 1 ... 

A majoritY, of 
. , - ' . . 

the -societies 'were' ba'sed on liinited' liAbility., 

or the total number of' societies·, 148 were iarge-sized socie-
; ~. - • • , - . . ,_ , - r . . .,. : . . 
... has and 2249 small-sized societies.- ~hese societies (both 
. . afid · 
.··rarg'a·:.siz'ed:6;mali-sized) 'hail\' on an av'erage j. a popuiation~ 

. . • • , . . ·• , . . r . 

····of' 5966 covered by th~ii' ·areas' or operation. In· the case• 

. - of' larg~-sized societies the ·membership' per society was . 
: I I000 a'nd 't.he loan~ Joutstanding :per society amoUntEd tO ~.1' i03,568, 

. :. ~which. idcl~d~d. loans rol'atfng' to'·soCieties under Director of' 



Harijan Welfare. In the case of small~sized societies the · 

.membership per society vTas 373 and the Joan outstanding per 

society was ~.24,644. The borrowing members formed only 45% 
' . . . 

of the total and the average loan per borrowing member was 

:only ~.149 far less than the national average of _Rs.-231~ The 

number of dormant societies had declined in 60/61 but again 

increased. in 1961-62, presumably because of overlapping juris­

diction and dual financing of members; this has become_ possible 

because of the present practice (permitted by the co-operative 

law of. the State) of allowing the same indivdual to b_e.come a 

·;member of more than one credit society • 

. 4. As-for loan policies, it appears that the crop toan 

system is yet .t_o be introduced in the State as a whole, except 
' • - j - . . ; 

for ~he area served by. the Er.nakulam Centra.l Co-operative 

Bank where crop-wise scales of finance are under_stood. to h.ave 
'. . -., . . ·, 

been fixed. ·The ma.'Cimum . -. . - ' 
amount of loan which mai be issued 

• "• • •'·~. _! ·.:.:' _. l ... ~· . ' 

to, a-member or-a society is fixed at ~.2,000 or 8 times .the . . ' . ' . .. 
_.paid~up share capital w~ichever is ~ess. Ord~~ary mortg~ge 

qf,_-lang_ is obtained as security for loans exceeding ~.200 and 
• \.- , "": ', I - - ' • ; o 

>:!.n some districts, even for Rs.100 .and above. There is no 

~,- requirf?ment that the sureties should be __ land-owner~. Though 

· tl;le;gf?neral P:l'actice is to insist 0::1 mortgage security ."for; 
- • • ' • . • \. • ' • • • ·•_i • • ' 

all,_ medium:-term lo!!-n~, irrespective or ,size,_ !l slight relaxa-. . . . . . . . . . . . 
t4-gn has_ recent;Ly been introduced in AlleppY, and Ernakulam 

. . .. ' . - . ' . - - . . . 

central banks where persona;I. surety._;l.s.acc~;Jpte.d, for such ~oans 

, , u_pto ,Rs.100. and ~ •. 500 ~espectl. vely. A.s for seasonality, loans 
- - - . . -

are. _disbursed all through the year and. ar~~ repa_y~ble ·in 12 

.· .... mon~hs __ , except .for loans. for paddy cul:t;ivaticm which are given 

. .before the .sowing season and run for 6 months. . ~- - . . : . . ·: .· ~. } . . 
, .5:f' _ Th!'l practice~ is. fol deraulrting .societie.s j;o be I>_7,o!ided 

with fresh, finance. if. they have ~epaid a_t least 75 per c_ent 
' • •- • • ~ • .... -' - • _J_ 

of their dues in the case. of limitedliabili~.Y _s~cietie$ and - . . ~. .·.. . ·, 

66 2/3% in the case -of.unlimited liability societies •. As for 
•. .. '.. t .. -- • : l _ 

_ the stab;il:!,sation funds, the State Government have agreeCl to . - ' ~ . 
the .excess of dividend on their_ sha;t;e c~p+tal, in 9o-o_pe~ative' 



credit institutions over 3 per cent to be appropriated in equal 

part to the Relief and Guarantee Fund of the State Government 

and the stabilisatiop funds in co-operative banks. The, stabi­

lisation funds are negligible in the three centrnl banks which 

have constituted them; the other four banks are yet to set up 

this fund. No allocation was maJa.to the Relief and Gurantee 

Fund during 1961-62 and 1962-6J ~ut cantrib~tions of ~.1.00 

·lakh.and 0.50 lakh are expected ~o r.e made in the fol!owing 

-two years. 

6. .In the matter of building.up internal resources in 

the form of·deposits, there has been some progress attl;le apex 

·and central banks levels. The rates offer~d .on deposits were 

· generally compet~tive. The bar~s have been approved for 

"acceptance of security deposits of. contractors' government 

servants etc. No central bank hsd branches as on 30-6-1962 

excep~ for the Malabar Central Co-operative Bank whose branches 

have been converted subsequently into independent central · 

banks. 

·7."·. The structure for long-term credit consists of the 

Kerala: Co-operative Central Land Hortgage B<iink and 10 primary 

lariii mortgage banks. This ·apex institution, on its establish­

ment in 1956, took· over the bus~ness of the Travancore Credit 

Bank, a non-co-oparative: institut.ion which had been earlier 

engaged in this business in the erstwhile ~ravancore State, 

and the Cochin Central Land Mortgage Bank operating in the 

erstwhile Cochin State became a primary affiliated to it. 

The bulk of the loans, representing 67.5 per cent of the total 

in 1962-63 continued :to be advanced for repayment of· prior 

debts. A beginning was made with the floatat.iol'1 of: rurar 

debentures but it was not successful in that the issue for 

.. ~.12 lakhs had to be closed with ·collections of only ~.7>10 

lakhs; including the contribution from the Reserve .Bank. . A 

significant development in the bank's operations relates 

to a· scheme for pr?vid1ng long-ter.m ·:loans to small cultivators 

for bringing under ·rubber cultivation about l lakh acres· 
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during the III plan tnder the scheme. The State Government 

agreed to guarantee the difference between SO% of the present 

value of the land to be mortgaged and SO% of the prospective 

value after development, so as to enable the bank to relate 

the size of its loan to the latter. The loans are m~do for a 

tot~l period of 16 years, with repayments commencing only 

after 8 years when the plantation would start normal yield, 

'The funds required are raised by special development debentures 

for 8 years to be taken up by the Reserve Bank to. the ~xtent 

of 7S% and by the State Government upto 2S%. So far, such 

debentures of the value of Rs.5.41. lakhs have been floated;: 

Ordinary debentures are to be floated for public subscription· 

at the end of the 8 year period, for replacing these special 

debentures. Government assistance to the bank has been in the 

form of contribution to its share capital and the deputation 

·of a departmental officer for concurrent audit, and of a Deputy 

Registrar.to work as its Assistant Secretary. 

8. Supervision is the respon&ibility of central co-opera-

tive bank:: which have specie!. staff for the purpose. According 

·to a review of the position in 19S9, the·number of societies 

in the charge of a supervisor appeared to be larger t~n the 

norm envi3aged viz. 2S small-size1 societies or·1S large-sized 

societies. The S'~t.te Government's view, in this connection, 

.was that·the charge would not seem excessive if dormant societies 

·were excluded from account and that steps would be taken for 

strengthening. the staff once the banks were capable of main­

taining them, and that Governmert would undertake to subsidise 

the banks for this purpose at t·he appropriate time •. 

9. Audit arrangements appear to be inadequate as .audit staff 

are also entrusted with other functions. The number of· s.ocie­

ties which remained unaudited at the end of 1961-62 was.3442 

as compared with 7070 due for audit that year. ,Concurrent 

audit is in vogue in the central banks. 

·10~ By and large, credit is not liliked with marketing _,except 

for the operation in the area of the 411eppr and Ernakulam 



udm. 

b~ 
districts, of the Kettuthengu system, under which the credit 

society secures the usufructuary rights over a certain number 

of cocoanut trees belonging to the borrower, gets the nets 

plucked and sold on its own account and adjusts the sale 

proceeds against repayment of loans every 45 days. With the 

introduc.tion of the Package Programme, members of credit socie­

ties under the scheme in the Palghat district are being asked·· 

to surrender to the marketing society paddy equivalent in value 

at least to the loans outstanding, 

11. Though, from the poin~ of view of the·structure of 

institutions at the apex and district levels, there is con­

formity to the agreed policies, much progress remains to be 

made with the implementation of various measures suggested in 

the direction of rational loan policies and the mobilisation 

of larger deposit resources by co-operative credit institutions. 



MYSORE 

;~ollowi.hg the liq~i~atio~- ~f· all the central ;~ks in 

.· th~c stat~- in' tbe thirties, the My-sore~ .Ape~~ c~-opera~i~e ~~khad 
- • •· i ~I •_ ; ~ ' , l . , .. .·. lo. • ,- ' , ·~ )'2 • . 

been functioning as the sole financing agency tor primary 
'-6 , • ,. L J "\ •, 1- • t ,., • • f 't r · .-, . 

societies 'in the ·state through br-anches, till cent~al co~ 
-· • , • l :-~ > ~' • •• ..._, ,. L -. • ! - . '. •f '- I ,! . 

operative banks came to be re-established from 1951 onwards. 
,· "1 ••• ·) ' ~ • -... ; I (: " ·- ' C , -·· - ·- I • , -, 

In line with this development, the composition of membership 
_,._ -1 - ' \ ·-- :~ ! .J. ..._ - ' ., ~-...... ~ ...... . 

of the· _bank has also changed and, with the number or society 
-, · -. 'L. . . -~ , · • - · · ' . • -' • 

members declining from 2151 in 1953 to 35 in 1964 and the 

m~mber!!h1p of- khi:i.duals of. 19i ;U~app~~ring t~t ~lly 1 the 
:1 • . : l , - ·r . . _ : · ~ . '-.:. . • 
bank has now emerged as. a federal institution. On the Board 

·j. 
' ' 

of Management, -there are 19 representatives of central banks, 
l - ~- • ·' , ~ '. ! ·· . .-

1 
'• j 1 < . ' '' ._j :. ' ' j , 

6 nominees of the'state Government and the President of the . . . 
centrai tand Mortgage Bank; 

~. 
-- . ., . . 

Actiori is being pursued by the 
'· 

·barik to get ·the number of state nominees reduced to the 
. ····:'"x·· 1 ~-.\r~-;- . ..~~1 

commoriiy accepted 'strength of 3. or the share 'capital of 
: . . . . ' . ' 

Rs. ·156.16 lakhs as on 31 January 19641 the contribution of 
~;. .. ~~.i . . . . ·. . ' 

the State Government was Rs. 71 lakhs. 
·" .. -, ,. .. , ,---' ?,.·:-·· ·- . __ .!•. -- ._f:_··:. (• ·.:. 

2. ·' EacH of the 19 districts has a central co-operative bank 
- · , · · r •. , I -- • j 

'which 'sat1sfie's "the 'minimwri· requirements of owned funds and 
• : ,., - _·· ... _ :··· J . ..._ •·. -·~: . ·. l .'! . -~_-. ..:.~~- .: ·j 

working capitaL . The ·central banks are predominantly fed~ral 
·; +. · · _ ... , .. 1 1 1y i _. . · .·~.1'! -<· , ,·, ~;1~1:, • · 1 
~nstitutions·and give priority to the credit requirements of 

.. . ~. • ... --- · .: :r~ · lJ•~.-"~:-;. ·r:"'·' . l·-. · ~ ~ 
. socleties,- the 'only notable exception being the Co_org Central 

. . -~ .. . . ~ ~ .- '- ') ' I ~ . . ! 1. ; . i -~- .. ·· I 

'bo-operahve Bank in the ~ase' ·or ·which the proportion of 
• "'I ' ~. '' ,- ~J !- .• ·, -:. _l • ! .'·" I ~ • : ~- J ; ·, I. '' 

loans to "ihdividuals to, total loans outstanding was as high 
•. ,'" i . ; '~- ; ..:.~ ,. • . ; I • ', -~- 1 1 , 

· as lS per cent. ·Each central bank had an elected chairman. 
;-~ .. ·-

1
..r.,. , ~·- ', _. JJ I ";·_. _,,', :,~ _''j_•~ _·'I' .. :.~ , .J.. ' 

All~the'institutions had received State contribution to share 
. . .' I .- I "'• . ' _ •. ' 1' ~ ' ..• -l • 8' .. \ t . j • : : \" ,. -. ,' ;_ • ' • " - ., ., ~ I ' I •' .., . , • . 

·capital wh~ch.together amounted to Rs.94.66 lakhs out of a total 
.- 'I ' : l . .• t • j J. ) . : - . • • . .., , ' :. ; .:_ ' ' • 

share capit8l or Rs.362.50 lakhs. . 
• . . • . . . ' ~~· r, • ~: . . 

, ·,_i f • I •. 't' ,.., ·. •_ 1. l!! ,.. ~ , L • ' ' ' 

3. · There· were 9361- primary agricultural credit societi~s .. 
. . ., :- . . .. 

.. ,.. ~ ·•· .. t · ~ • .r • 1'0 
in"the state.- Of these, as many as 20 per cent were dormant. 

... .., ,' ' • I '• 

societies were based on limited liability. 
' I ' !) ~ • : 

A majority of the 
1 

; ._ . 'ol • , . • • , ;:
1 
.: ._ ••• , r I " ·" t j . ·- .. ~ l · : 

Of' the· total number or societies, 724 were large-sized societies 
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" 

·• ... ~-------__;;·~ --·--
a~ d., -~6~? ~.m..,al~-siz~d f_f.;ie_t~!l:s •... ·=~~~se1 so~feti,e~. fpoth large­

sized and small-sized) hac~ on an average a populatfo.n, of :j-955 
_,.-- _Y•._;: .. ·t -~:..- ··:_·~ - ·._ ... 

1 
!·.: .... ':" '·' ·. · :~.. .. 11 ·• -

.covered by-their areas of operations. In the oase of large-
'/

" -~,' ' . • ' ") '•,,· '7f1J· ).' j .)1}\ ')I'' • 
~ - l_'";l";'-. . • . ~- • • -

.sized·soc:i.eties, the membership per society was 519 and. the 
- · ' ; ~ · ~ . • _:~ f : ·· ~ ~. . : --• . ~: ; . · •- 1 • !_ 'r : -.. '- i.. -, ' 1 1 

loans .. outstanding per society amounted· to Rs.67,566 •.. In the 
• :_~· -·: •. ; ·.-::~ ···'f'', ;·_.' ~J ~ --- -- .I --~~:. __ ,.\ •. !'1 ,-:-~•::·'· !-
case of the· small-sized· ·societies, the memb!lrship per I!PC,i~ty 

-~ ·..:·.J'" ...... :.· . 1 ·: -_·. ·; __ ..,.~ •• ·r·~ ..;. -:_.'I·_,._;L.v ~ · ,- __ .' -_J··_:•..t 1.fl.! • 

was .114 and the loan outstanding per. society was .Rs.l5,5?9 .• 
• :~ .• "'· •• ·.,. ' -- .-. ~ ,-: -~--. _l ,' .[ '11':.,:~ ., ' ' 
.1 • • •. J..• J' t ' .. • • - . 

Even the new co-operative societies· Act of Mysore .of 1959 . 
:·:~ -r f::~: .-,_.~··c. \.'~-~:1. '! •,·_;::_ .·Yl'l- 1• ,.I_ .. ClJ.L,_ •· .·• •"". ' 

does not provide for ant appeal to the Regis:tr.ar against non-
. , ' ( . ... \ .. •• . . .. ' •.· ' ·. ~ ' . _; ' .:- ...; ' . .. . (' i f '\ ~ ~ ~ .•. , • ,, ~ 

admission to membership. "It was proposed to revitalise 2,000 
:•:. :. ·:: ':, '·-. ~ . .. . ~- -~ ~ ·~ ~ . ~ , " .·-.. .. ... ' .. 

societ.i,es and organi·se 2,000 new societies during the Tl)ird 
~--~r··. . "":' r. ..... ':_ :. : ·\'; r-~ u·-:. · .. l... ' ~ : .... ;. . ',.,_l'. ::~· · • 

. Plan period. Of· these, the achievement in the first two 
_.1.~ ·:__; •. "''1 · i·""' _t :~··•'f" ·-~- .:·,-. ~-·· :..·:· -:·:·-· ,-· -~Yt-

years of the Plan. is understood to be only ,1,288 sqcteties, 
,,....:'- '\.'"' ; : .• :.:;._ •• • J '?·t ~_i ··_ ... : .••. _-~- ··t . . : .·· . •.;:' .. .. ~- ~-

From t~e • ~o~n~ ~f , v~~~ ~r, ;he ~~~hinery.;~~~, -~~~ply of .cred~,t 
at the base,. it is relevant to no"te that production loans 

. 1· t ;, ':"'" ., ... ~ · ~cf: .-." ·: -- ·· ""': ., .. '·:• :--~· '·. :·· ·, . .'1;-r· .. ·-:..~ 

coriti~ued.to be made by marketing societies. in Coorg ~(ilal~ng 
., : •i.l' - :•\ c_, • r·; '!'~- :·:,: \..'1.' ,! ', l.-" . ,:····· . -- '•,' ,··,·~..., · 

with cardomom and·oranges. _ 
.. .. ... t.f .. " • • ( ' : ;.'·"·,. • •• • : . ~: . l . \ • -.. l:.. 0 "" • • ··"' ' • • • ' 

4. Tbougn credit is -still ·based on a!?sets, crop f:J,nance ,is 
t _1 \·~-~ ~._ . ----.~. ~-· .. L··-.·,-::. -~~- J .... r-~.._··:t~r: -.-'- .· .. -~ ... - 11:. , '.~ 

being increasingly oriented towards .Production .requir_emeJ:!.ts~. 
·-, .. ~• • '·.,...,.'! , _ .~·· t, ::_,·: •;J • ~ ··~ 'J,.''I: ','.'! · . •.,·' I -- · "' ··•·· 

The scales of finance per· acre according to cost of cultiv.ation 
. ... 'l ~- r.. - ·•'.J;. .,. ~·r.-- ,· ·1·- • :. ! ; -; .. , <~.: .1 ..... '..f.J': ,:.. 'i -_ ... '. 
_; ' ...... ..,) ".- .- ~ . . . .. . - . ... . 
of different .crops are· fixed by the, apex bank. in .consult.at_i.on 

·t-- ·:~ •. ·~_l __ :r:.:-1 · 1.J ··r J:1 1: · ·-· ... l ·-.. • • · ... -

with the .. central fiilanciD.g agencie.s.. The .,loan amoun:t; for. each 
_. : ':.;> · c :/• -'·'" _ j n--.J.. 1:: j~ :.-=-' -' · ·. . .: ·~ ... P·. f •• '· • · 

individual is, however·;· not expected to exceed. Rs.2,_000 except 
1. £r-'j,._j-•:t.JI~; :.•'f il..,_~~'\1.- 'j::i .. r:.co-• ·,'j ~- J. ' ''J," ,;•,'w' 

with the .Registrar's ·permission. In the area of central cp,.. 
~; ., • ~ ', • ,'# · _- 1 I ' . ~' ~ J J' ·, ,. ~. . ~ [ !" ~ ; • ~ • I • i .· ' : , ; ' :' · 

operative lianks of Belgaum, Coorg, North Kanara, _Dh.arwa,r,. Gulbarga, 
• ;· .. •I·~- 1 ~ _,..., . • . · · -~~· . , : ~ r • 1' I • ._ · ~ .' ·;) ··' . ~ • 'i. '• ' · - · 

and Raichur! loaris are· ma~e _agi'l~ns_t ,t~e C~B.fg_e. fre,~~ed. '\>Y t~e 
.'i'~-- ! .~-r 'J_.._) l '.JC.l':l ;l•J') --~ ~-~C, ·- -1.1 -. r ..... ~ • . . •• -· .. 

bor~ower· on his land,. for which. there is provision in. ~lle co-
~ #: "'\ ~: . ! ~ . . I!' J : .. • .' .. ·,. -: ,-,; . , . _·. • .., .~., . j , . . . J ' ... : •· . 

operative Societies Act. ·rn some societies, there is 
' ...... ! '~ ",._Oo~:' ~-- • •;-_• 1.,; r < J 

insistence.on mortgage•of'land for all loans. Short-tera. loans of 
.. ' .. ~ -~.. .;, • , ..,; ! .. .• I.··,.. t.... . · .. ,.._ •. ,.. ~ 'i. ' ·.; ' ) t ·- •• ·_ \ • : 

!ls:2oo·- 'soo ~re is;~ed. on a sur~ty basis in-~he area of .10. 
1 ,.r -~ _ 1'· "' ' M ... • I'\·· ·~ ' i, - ~ : ~ r • · ' • ·' • · • • · · J I. ·_ 

"central banks. · Mo~tgage ~r land is insisted upon !if! ,security 
.... 'j, .'•.::..;..: ;_-,~.1·, : •• ·:~ )' ._ .. ; !..' ~-\" .:. ·'-' .~ •• --. ,._ .. 1 •• •• 1·~ -· 

for medium-term loans in all banks except for two which make 
r ··")•:':" I • ~"'!·· • .. ; .•• t2'·~·'l.i''2. , • --: ·_, l 

o I " " ' "" , 
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such loans up to ~. 500 on surety basis. Nine out of 19 central 

J. ;; : •. ., . ; . ' 

banks are stated to be issuing loans in kind in the form of 
... - · '.-+.···,. · '; \,,..,,. .. ... ·.1 1 · .· "~•c ·- --··: . 

'manures and "fertilisers· to· the extent of· 10· to·· 4o per cent of 

I. tot'ii.l~io~~-' The i i~structioJs' ~i Go~ernine~t' are tha~ the ·~ ; 
... -+. .-: ' ' :'.,. f •• ,.. /, -:~ ... 1 . i • - -·: :·.. ., ·_ :,.. l ; :.: ~ -. ''\• .• 'c-. 

crop loan· shotild be-disblirs"ed iri"two to three instalments 
·. . f, • 'l , · ; : . • . . ' J. · .) " • ':,. .-, ', I ' ; : l . ~ 

dep·ertai.Ilg upon the size"" of the ioan but the extent :to which 
r> • • , '• ~ • · ' • · · f ! ' • . '\" I '' ' I ' ' ' ' ' 

"these" are ililplememted' is not known •. " ... 
-- -~ i; . .) - f ~ 

'5~ ' Fin~cing ~or defaulthtg
1 ~o~ieties 

1 
~~~d \~ be -~~~mitt~d 

_;· ·, - ;·•·:· . n. ,., ..... _ . ~.l-, ~~- ~- r'--·;· . . 1... '· 

·only in· cases where 90 per cent of the earlier' dues had been 

"r~paid~r· .As it .hae:f' ied' t~· prcigr~~siv~ 'r~du~ti~n -i~· the. n;mber 
li .''' ~- ' :~1 ", • .·'_; ', ~- . '· ·• ;_~·-- ·• ~~ 

of·borrowing "members and created a disincentive to repay even 
·· ·; ~-- - · · ·r·. ~.. -.1 }. ~ .... t .:·t · .. 

on the part of·loyal members, the percentage of recoveries 
-- ,'-· ·, ·., _.,.. ·-,_ ,·' : ._ ., ~-~ ~j" . • ' ·_i •• .-, •--""- .ro. ;_·~ .• • ' 

·required "for fresh financing-was reduced in 1963-64 to 65. As 

riat~ral calamities hav~ been a major f~ci~r in ~~co~ting for 
. . . . ' . 3. l.' . . . '.· ; -

heavy o'ilerdues ·in "parts of the State, progress in the constitu-

. tion oi'th~ ag~icuitural ~r~d.it st':abi{i~~tlo~ fund/~{~he 

... ,. , ,- · .. - ~ ., .. r~ .:~ .... _. -· -! ·-•• - ··:::· 1·· ·._ •. ·• 

various levels is of special significance. The State Government 
" • " ,·, .~ ·t. '· ,·. ~ '. o .' •• ~ :.: • 1 ~ , : \- ~ - - • I - r· ... - ... ,. . - ._ ~ .. .L .. 

h·ave ·not' 'yet taken a decision as to whether a part of the . 
• • • '!.. 

•• • - ._ '\ - • ~ '.: ; ~ ·_.' ~ -: " J •: I~,·, :- ' -~ ~-,.- • ~ ,_• • 
1 

' !. 

dividend on its shares in the co-operative credit institutions 
• • _ _ _ • • , • .-. ,. - , • - t -·"T ~- - • ' ·r ·! • • · .. _ · · •• 

should be ·credited to the' stabiiiSation fiui.ds. The bylaws of 
. ·• r' ' ,.. :., : . i -' . . ,· .. , ··; j .! ... ,. - . ' ' ' '-: I t - . . J 

the apex ·banlt provide ·ror' contribution to the fund from out of 

net:prot::l.ts; .the amCiuiit-·thus a~ci.un~ated i~·the.fund s~ far is 
- ~ • - . "l - ... J -- - • , : .: r : .•.. : .. 

~ •. 5. 941 1akhs •. ··or. the' 19 central co:..operat:lve banks, six have 

constrtutea' the' :bind~; the' bJ.anc~' t-6::-the cr~dit of ~h1oh was, 
. - -· 

•• • . ' , • ~- •. •• ! ' r ·. •I , -_ ' : I . ' : l . !. . ·, , ' . , 
in- all·; only ~. ·40, 000 as oil 30. 6.1962. . 

" .. 

·6. 
. · .• i ! • ' -~-- ; • • • • J '".• ·"·...;~-' '•'. •• -- _!_• 

The maximum borrowing power of a member of a primary . 
• . ·_ 1 - • ' ' ~ 1 ' '"· ''1 . 'r J -· · \io •. • · "· • '; ; ' - _L '. 

society :is usaally "10 times his shareholding and that !Jf the 
.. . ._ r · . ·· . - · ~ . ·· .. t ., . · L \ • · ·; 

primary society varies betw~en 8 to lo times the owned funds in 

the ·case' ofl:fmited liability s6ci~hes ~hd v6 ~/the :·n~t 
. .. ' ' . . l~~b:!-1~ ~y . . '1 ".' •. · ' . ' . ' . ; . : 

assets in '·urilimitetJLsoc·ieties. The maximwn borrowing power of 
. . :- ( ; '""' ' .. .· .·· . . ~. ·' -: .. · .. .,.~ .· ·' '1 ! 

central -cb-operat'iire J:)anks is fixed at 12 times tl)e owned funds 
f "' . ,., ·! . : . ,ol I ~ . ' . . . . , .:.:. t • j . l .1. •• ! t .; 

and" that· of the apex bank at '15 times the owned funds. Share-
• • . t ( • -- ' -: •• . · •. - 1 •.. , !--' . t'~l _. -: 1 · r · ·- · «.: 

hol:ding' and' borrowing are linke"d at ill the levels, tne ratio 

being ia2"o at'th~" apex b~k lev"kl
1 

and ·la"t<f"at the' can't~~ ba~k 



·n ., . -,:_ ,. ··::: n-: 
and'' primary levels.. ' ' . . ... . 
~. ~-:·--:_' ;ft'r4_l-,)-.~·· .. L ~'- -:1 •• •;) 
~ . 

7., . : T~e d~~o~ft.~:~ ,positf?n ;?f )l:le, 9aM,~ o:.i~1 ~l:l.e; St?,-:t~,. i~;.;,X,eJiY 
poo~(; :t . ~nJh7 ~~a~:~,.~~ ~B~:; a~ei ~p.~~ j~~:; ~~P~,!1.i t s. ~~,J-~dfJHuals 
showed a fall during 1962-63. The central banks' .deposits, 

:"" • -:-;..:--., •..:.. _,·· •. ·, ~-~- ~. r :I . ·--'_:J~-~ .... ,· ........ -~-~ ,.· J ~~- ~-~ 

tho~g~ ~n t~~.rise,"are 1 s~ilt.~satisfa?~orr~ f~ve ~~tsfx 
institutions accounting for a )a:r;g~ p~op()l;'tj,on.of. tl:l!S. tota1 .. 

•. L'[:·;I_,., .. I. r_ :•·-,,"1 .. ..!-~ .;;.1, -·· 

{ls reg.ards ·investment of tl,le funds of. qu~si-G()ve;r_:pm~n~ inst:l,tu-
-· -'-+ . :· : 'f • ( ~ . ... ~ ' • - • . • r; ~ ' . . ~ . ' . \. - - • , • . 

tio~s 1!:!-. co-operative bank§z Qover~ment,,haye. pe:rlllj,tte~ munic,i-
L.i.~- .~:'' -!.-.t•""':-.11'-• ,1,~1 ::· ·'-J'J i~'.f:·l~~ .......... _.)._ .~-- .. 

palities to. ii).v~st their surplus funds ~it~" ~he.~e banks,. p~qvided 
~. _: -"'·~--! . : r·:J --._-)_ .1:· !' -. -~ _,· .. L _;;;. ... ·::-·. '':'•I ._1 0~---'-.- ' . .,~ -• • • ~ 1

' - .... 

the banks concerned deposited a sufficient amount of security· 
, ·•_. :.~~- · _ 'J '.JJ. · -·, •_ .. t r· - t l'.' ~···_:!' .; .·! :.·• .:: _,.,- ....... ~ :-~ ~·· 

wi~~ ,t~~ ,~o~t~?ll~r "~~ -~h~ ~~~t~ ~~cc,o~~t~ ~e~artm~~t._ .4 .st:l,pula­

tion pf this kj,nd indicating, as it does. the .la<;lk. of ~;onfi~ence 
~-: . ( ; ::""! ;"'_:, .• ~·~·j·;~- :•~ _ :- .r ~..:·: .. :·--::'""J>_·Q~ ,·, •. _.!.!. .~ • d.-_ • _J, 

of the Government in the ability of the co-operative banks to 
..., <: t • ' • .., ' 'l f _.,. • t • • ' • ' '1 ' } .1 ' , I , 
~\·· ~!J•;-1l •:-,: r_ --~-f l.r- • ' • .•. , 

meet their liabilities on demand is not likely to.inspire the 
l,..; ·<:.':-.~- !) .. · J ;!~ 2, •• - ·~·:'i_:~ • .'· > ·:J . _ _.--.;.I .,+·1:• ~ : _;.._ ~[ ..• <)• .· •· . 

confidence of the depositiitg public in th~. cq~qper.at.iv,e banks • 
. . -- l";., ~! ~),}_:- !1,..[ .·'.:.I'r"· .. · ;;· ;··~"'\ f •• ,,_ ... ·~·.· ' · " 1 ' • •• ; 

, :.M~c.h ~-ro.~:~~-s -~}~.s no_~ .b.~e.r~;_rm.~q~ :l,n ,t,~~. ma,1;te~ o~ branch exp~sion 

by the central banks in the state except fo'I: ,the .. instit.utions 
~r:j ··,: j'1·"'1 S 1' .... -~- · .. ·.;, -.~ ',_ .!...-J ... ··, • ·--·- -· i -· ..• ,1 '. •• ~-

in the districts of the erstwhile Bombay State.,. : 
:·· .. l' ··--·~·:--:- jl: J't" .. _;·,:.1.~.f. ~- - .... -. J, _;-;'_t;:.; ..-;._!_ !'-· .·: ',,! _;, 

s. The Mysore Central Co-operative Land MQF.tgage Bank operates 
·. ~.: ~.-- _•, !'·",~J·'- :: ,J.!._I •:i· .' '-_ '· .-.:-l :-•., ..... • •: 

·: th:~~ug.~ pr~,';f.'?. ~~~ ~m~!~..._g;~~J.::.'fJIDk~'-; wpich: ar.!S1 13~ .in~ J~~b~f· 
[h~ -~ulk ,o_f fh_~~r lp~s, ar.e-75'~ t~e .pis,c~a~ge of ,pripr ~~bt-s, 

the loans for .lan!i improvement purpol;les 1'.orm1ng only. 13 per 
. i .~ 0 ). _ r :-; · 'V 1 't ·~ d ~ · • • '· ·1 f ~ • • ..'... - · • · - • •-

cent of the total in 1962-63. It is 
1 
stated that. the. grant. of 

·~~·:--qo! "tc , .. :_·_:1• --~·iJ ':.J .·~"' .1-:.:- •, ·_l_ •. -~· • -" . .J 

· taccav1 loans by Govern111ent at a lower rate, pf interest· for 
• - . '. ·- . ., ::- ~. t ,I ) \. - . ... -. ~ .. ... • -

similar. productive purposes e. g •. sinking or' we:),ls, purchase of 
._"': . .::1'•-~~.>."I•' J'\ .,;,r· • .,_,_:,-· .. -J • • 

o~~ .i e~~ii}~,s ~etc:; ~~!· a~ve~~e~y :~fect~d t~e ~l'Q~.~ess, of -tfollEkCO­

operative land mortgage banks. It was agreed as early. as-
·~··---:i.""'···· .... ·~:-1 -.: ... ~:._;,)\ ;--:._.:.· .. ~-'-' .·· -~.-

Decem~er .1~~ ~:o}f~~ ~P, ~c~~ll\~s 'i.~or : :p,q~ci~&: ,qiJ.lt,:l,v~t<?l_'S in 

the areas served by Tunga SA<:l Bh~;~dt;a iz"f,lgation -pr9j eqts,, e,nd 
.. }.: '!-·\1,1·-,- ·:'.-~· \li .. 'i"'!~';d ~l, ...... J •. ·-·.! .. ·.. • .. -. - . . . - .... _._. .L •. ' • • .•• 

_fol' financing areca ~arden~ anq to fl.c;>~t. spe.ci.al.d~ve;Lopment c;, 
_ 1 .• : ·_ • f .. ; • .. -.:... _ ;~ _r :-; ..:.r .. -~ -. ·_ _ .· .. · .. 1. - ! ~· . ·- • - .. .1 , - ·•. ••. • • :·· 

d_e.be·~!ture~.!.~l ~.h;~ collll;ect"7.~n,, .~ut r:u~:t~~-uc):l, pr~~!_.es_s h_as been. 

ye:t made in its i!npleme11tation. The bank has floated. ruralr 
.. J.i.-~1 :=..i~ ,_(~~~1_-'; ! . ·,·,•: .J' __ ,·_: .-'-l~•···.- ... , ~· .;:.' ... 

,d~bieni.ur~"s .or;,r_Y'o,,occ.a,s;o.ns f~o;.,. ~: t.ot~al :s\llll. of R<!.:_20 113-
1
1$s,< asH 
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against which the actual contributions amounted to ~.3.91 lakhs 

inclUding a sum of Rs. 2. 01 l.akhs from. the Reserve Bank, The 

failure o~.the·experiment is stated to have resulted from 

·inadequate ·preparation and propaganda, the paucity of savings 

with the rural public· and 1;he 11Jllited time for whlch they 

were kept on tap •. Though· State Government guarantees· the 

debentures floated-by. the bank, .considerable delay·is caused 

by the fact that it· is not a cont:!,nuing ·guarantee and the 

Government has to be approached separately every time that 

a debenture issue is floated. .. · : 

9.. Supervision of societies is the responsibility of the 

central co-operative banks, In 10 out of 19 banks, the 

strength of the supervisors was found to be inadequate in 

relation to the number of societies, The majority of the 

supervisors were.untra1ned, particularly in banks such as 

those in Bider, Raichur, Gulbarga, Kolar, Karnataka and 

Kanara. Further, it is stated that the supervisors attend to 

the scrutiny of loan applications and collection of dues 

but do not undertake any periodical inspection of societies, 

10. Audit staff was also found to be inadequate, and appears 

to have affected the quality of audit, though most of the 

societies due for audit were audited during 1961-62. In the 

area serve~ by Gulbarga, Kanara and Bellary central co-operative 

banks, the number of societies per auditor was found to be as 

high as 76, 60 and 61 in 1962-63. 

11. No progress was made towards linking of credit with 
. 

marketing except in the Mandya District where, under the package 

sc.heme, a specific programme had been drawn up for the purpose 

and recoveries to the tune of Rs.6,64 lakhs forming about 8,3 per 

cent of the total advances of the agricultural credit societies 

for short-term purposes were made from the proce~ds of the 

members' produce sold through the marketing societies or from 
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7 '+ ' 
the loans sanctioned to them on the pledge.o! such produce. 

12, While the institut~onal structure at apex and central 
. ' 

bank levels in the S~ate appears to have. been built up on 
' . 

the lines of accepted policy, ~plementatign was no't ,satisfac­

tory in, several other aspects of the ~ntegrated·scheme such as 

removal of rigidities in loan policies at the primary and · 

central_bank levels, development of long-term credit, building 

up.of larger resources. by way of deposits, the accumulation 

of the stabilisation funds at the pace required and adequate 

arrangements for supervision. 
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ANDHRA PRADESH 

. -: ~ ~- ~ .. · .. : j ·. ~ ' 'l ' . .... - .. 

The Andhra Pradesh State Co-operative Bank was formed in 
J ·'··' •· _• ,· • .' ~. 0,"' o. ~-: • • I -

July 196 3, by the amalgamation of the two apex banks previously 
• • ' ! - -~ ! _.. • • ·: . . t ·- - ·_ ... ;, • ... • ' ' ,' ' . '). . 

st:)rving_ the. Tela ngana Region and the rest of Andh;a Prad~sh, · 
• • . :.. ' ""'; ' • 1 ''- .-- ' ·,- '; ... _ ·I;: y - :.. • ' . •• - - ~ 

~rk~ng an impor:tant step ~~ the integ_ratio_n of the poiicies 
! .. -·'· 

lfd ,P~a,c,¥1~ers ~n}~_e ~o ~egi_ons. The membership of the bank 
i ; r ':,< d \ ;._: • .' G ' : ' 

is, res_tricted toJ central co-operative banks, the individuals 
'. t ~-·:_· ... ,, -; i ·!:;·:·· •. •,J...-l · ...•. 

and society members of the Hyderabad Apex Co-operative ·Bank 
• o f ; -, ,' ' . ' ' I ~ " t t . . - :. . ,; ' ) '·' l - ., •,) t.· 

be:!-~· COl'\tinu~d -~B_ nominal members._ The bank has received State 
'._ .. _ !. , -l-- 'I ::" '• ' 

con~ribution ~f ~ 68.00 lakhs, to its total share capi~al of 
. . '- . ·-·. ' .. 

~ ~17 lakhs. The m~gement of·th~ apex bank is ;redomi~tly 
• ..I. - !·. ... . ' ... ; j·: • _. . ·-< '- :-. .: •. ~ • -~ • .' ~ • f 

·_;in.the ~q~ o:f t:t).e cent~l bank representatives. The bank has 
, • • ' .'. -. . • • · .• · L . • ~ 

inspection machinery of its own. 

2. There is one central bank per district, except for the 
, :wt,- r~ . •' ,-

diStriCtS of Nalgonda, East Godavari and Krish~·; ·i~" all, for 
•-·. , ~I. - r . ' . 

the 20 districts, there are 25 banks, as compared with 45 banks 
' -~· ' . . 

in 1955-56, th~:~ reduction being accounted for by the merger o! 
•• - • ' •• • • :-. • ,. .... t '. • • - • 

several weak banks in the Telangana area. All the existing 
J • ' I f o •· • 

. . '· 
central bank~atisfy_ the criteria ·of a minimum owned funds of 

- , ' ':;' 
1 

. ' I ' I 

' 
~ 3 lakhs and working capital of~ 20 lakhs. 

·- ... . J. ~ .• :._ • • . . · • .; 
The Telangana 

.banks which had officials as Chairmen in the earlier years have 
. ' -· . ' • . ., 

'· 
elect.ed ,Chairme;n since their reorganisation. Of the 25 central 

J ' : .. ,f ·- •. '· • . . . ~ .(_ • '· ' 

banks, 24 have received St~te contrib~tion of share capital 

aggregating~ 145 lakhs 9ut of their total paid-up capital of 
~ . .. . 

~ 459.49 lakhs; the exception which has not received State 
' - ,· . . . . ' 

participation is the puddapah Central Co-operative Bank whose . . . 

financial position has been rendered unsatisfactory by chronic 
. '•· ' . .... 

overdues and mismanagement. . . . . 

3. There were 14,582. primary agricultural cre.di t societies 
b . 

in the St~te. Of these, as many as 14 per cent were dormant. 
"' I. -~ ' -. ' • -·· ; 

A majority of ~he societies were based on unlimited liability • 
..... 



Of the total number of societies, 587 were large-sized socie-

ties and 13,995 small-sized societies. These societies (both 
• ' . ~ ; r 

large-sized and small-sized). had, on an average, a }iopulation 
- • ~ . - ....... ~ ..,.- -. !' 

of 2037 covered by their areas of operation~ · In the· case o~ 
~ ~ - ! '. . . '· .,. .. ··. - -~ ". _·. - • ·••. . . • ' . 

large-sized societies the membership per society was 704 arid . 
_.-_ . '!. .:. .. •· _.... --~- 0. t._:• . ·: • :.t 1 .. 

the loans outstanding per society amounted toRs 1,57,152 .• Tn 
:- • ·_.,..._ r ... --

the case of small-sized societies the membership.per society 
.-. - c ~ - ·. 

was 83 and the loan outstanding "'per society was Rs 10,640 • . ~ . 
w I, ·~ .:-··1 .... ·! .I L .. ,._;.; ·-·· -~ 
There is a provision in the Co-operative Societies Act ·for 

.· 
• J • ' •. 

appeal against non-ad¢ssion to membership. As against the . . . 
•• o I 

target of 4,000 societies to be revitalised during the ~hird 
' ' . ' 

Plan, 1485 societies were taken up for revi talisation.j_n 1961-62 

and 1962-63. 

4. As regards the loan policies at the central and apex bank 
. ... . 

levels, priority is accorded to agricultural credit and the 
·- ;..• 

' -~ . 
fina!lcing of individwl.ls, which is limited in volume, is 

o. .., ' I 
. . . , . .• ,, . 'I •. 

restricted to lending on the security of fixed deposits, govern-
- ....... 

ment securities, etc. At the primary level, it would not be 
·- . 

wrong to say that, by and large, the. principles of the crop 
• < - 1 ' •• 

loan system are yet to be implemented in the State. Disburse-

ment of loans in kind and in instalments is not in vogue. The 

practice of fixing credit limits of members in ·the 'Te.lan8;ana 

area on the basis of the land revenue paid by them is in the 

proce'ss of gradual disappearance • The maximum credit limits 

are generally low, vacying between Rs 500 and Rs 3, 000 fn small-
. .. 

sized societies, Rs 500 and Rs 4,000 in large-sized societies, 

Rs 5 00 - Rs 5 , 000 in rural banks and Rs 50 - Rs 1 00 in Harij an 

societies. All loans exceedi:qg RS 500 per ~ember require. a 

mortgage of land, the limit being Rs 750 in the package areas. 

Provision.exists in the Co-~~erative Societies Act for the 

creation of a charge against the land of members·. Landless 



77 
tenan~~ are.ge~e~ally r~fUsed, ~oans b~t-~t, has recently-been_ . 

. de~id!!dc ;j;h~t- they,-might-;be advanceQ. loans if_, certified-,as culti­

vator~ by a~ ag;t'ic¥].t11-ral ex:tension o:tficer· or a·panchayatdar 

of thl!_-soci~ty. - S~i!~s.onalitiLiS·lnot. observed.·in. the tim.ing,of 

- J :· ,··::. I r 

5. Though gsneraJ;ly- cautious .in,111aking ·fresh. advances •.to · · 

defa~t~J,' Qoc~e:ljies,, ,tne _ CE!n:tral· co .. operative _banks in Andhra; 

. az:ea,,IJlake S\lch a<tvances, ·if_ the aociety· has z:epaid-,at least· 

75 ,Jler _.c~n'j; jot its:td~eli! and, its members have· •repaid:-66 .. 2/3: . _: 

per :CE!_nt ~:f th.E!i;> dueiJI, .for,financi·ng new-and non .. defaulting. 

membe:rf11·· I:ro tb.e Tel~ngana, region, .a dE!faul ter- society should· 

not ~a"!!!, ovez:d_ues ,exceeding; 5.0 per cent of ~the .·demand 'from the 

p_r_e.p_~ed~g -year- ··ap.d ~;tt.s qeff!ul ting members, should not ·exceed · · 

25-.P.¥ ~cent_,o~ i'j;s ~_ndebted .members-.du,ring .the- preceeding year. 

It ~!tPilld_ ~leo. -P,a.ve· .sta.rted !Poercive! action against all its 

_de_fa~:ter; members befo:r,>_e 1it cop.ld be.come eligible for freslr 

fi.,~oe. fro~ "'tihe oep.:traJ;. bankS'·to fimince··p.i!W and non-defaulting 

mem:qe]'S. The-. ,ape;x: and -Central co.'"l.operati ve banks :tn .the State 

ht:j.Ve! con$titut.ed, agrical,t~ral credit stab:j.lisation -funds by · .. ' 

alloca-t_:ing ll~ par:t, of th.ei-~ annual pro:rits as also a part of :the" 

dividend. on Gove.rp.ment, con tri]:luted share • capital to. them•: -The· 

amount§ .to" the.-, cred:i,-t-, .of· the ,funds. e.J'.e lls 5 .,'30··lakhs ·at i;he: apex 

~ l>an),t lElV!l+".r and _Rs· a. 3Q.lakhs in• all forr the central banks, whicli 

' t ·. . ; .. . . 
6,., : L:J,I)king .. ot share -holO.ing. to borrowing obtains at all 

r:"~ev,e~s,. ~he: prop9rVo~. pa~ng 1 :2G .at· the apex bank level,. 

and betw11en" 1 :20 .an~L1 :;tQ·at. the. oentral1bank level. and ·1 :10 

at t~~ primar.y-leye:J.• · ;As .. rega~s the mobilisation of internal· .. 
resources i,n-the-:t'orm of-,deposits, the co-operative. banks -

' ~- • . •J •• ~ • .. -·- ~ • • -~ 

hav~ ,Y~t.,;to !ll~e ;m~c.h progrese. ~h,ougb: they .offer various· 

ba~Il6 i'acili tiEls :and! competi 1;~ ve- rate a of. interest .an · 



deposits' in Dio'St· cases,' branch expansion has· not··' taken placec tQ 

·any·~ significant. extent· •. ·seven· of the'banke do ·not haver· a. single 

branch; the-other 18 banks have in all-52 branches·. It is "·; 

understood that •the ·State Government is ·trying't<Vpersuadet · 

local bodies, State and other industrial. '·'organizations • to "k:eep 

their·,funds. in ·deposit with: co'-operati ve ''!lanka.· .. ' 

7• · .. The Andhra Co.::.operative.Central-Land Mortgage Bank 

operates through primary' banks which ·are usually 'one or two 1Jer 

• dist:rict i·n the· Telangana area arid one per taluka 'izi the rest · 

of ·the .State• ··"A special sect:l:on: in·•the ..Andhra •Co-operative '. 1 

Socie;t:i:es· 'Act contains· :the various ·provisions intended ·to · · · · 

facil'i tate . the- .working of· the land mortgage banks' by· cU:ttirig . 

short ·procedural .delays. · Of the -total· loans of Rs· 322.5 4- srakhs 

:advanced: in•1962-63, .Rs· 3()0.94' lakh~;~ were 'f'or ·rand development'' 

purposes~' Two• series ·of. •special 'development ·debentUres·'have "i 

been' so• ·far 'issU.ed by• the central 1a:tia mortgage 'bank in ·coml'ec;.. 

·· tion with- the development financing under the Mueii. K.~ .. cana.i· 

and. Kaddam -pro·;jects; the ·tota:J.: amoun't· ol' ·the :aeries' is Rs'-:25€1" ·' 

lakhs, of•which Rs 13:.0!i(}lakhs :was takeh-'Up by the- Reserve Bank' 

and after "!;he establishtnent of the AgricUltural Refinance ·c· · 

CO'!'poration,.'Rs 216.' lakhs by- the: C'<irporatii:>li; the balance be1ng 

taken:-by the State .Government •. In this -connection;· the· State 

Government hail -extended~ a gUarantee to. the central' laild · m6rtgage 

bank to the extent of the difference between the· value of' ·land 

before.r the improvement is effected- and- that'-after it has taken· 

place, . on the . .:t erma recommended' ·by the Survey · Comnu ttee. · ·:Another 

scheme lin which. the •bank M.s· taken active· ~interest' is that 'o:f 

rural deliehtures. So far, the -bank has ·floated 8 ·-series o:f 
and .. 

rural debentures· for Rs· 166 ·'lakhB 'Lthe· collections 1amounted. ·'to~ 

Rs 123.17· ·rakhs -of which Rs 61.79 lakhs represented the Reserve ·' 

Bank contribution."· Apart ·from -~~anteeing debentures ·aiid tthe ·1 
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interim ac~ommodation from the state'Bank of India, the State 

Gov~rnment is helping the long-term credit~strUcture by provid­

ini staff', partly subsidised,·· for the inspection of: the primary 

bahks ' and .Yal ua:tibn of lailci's • 

8.! Th~ supervisio~ of 'ilgricultural credit societies is at 

present the sole r~E!pOnsibility of the" central banks, even in 
-_. .. . ' - - . . 

the Telangana area where ·it ·ileeci.' ·to' -'b"e in the charge of depart-

mental staff. Thanks ·to· the assfetance· ·given to central banks 

for the purpose, 'their' supervisory staff appears to "be adequate 

with re·f~rehce to acc'epted' standard's of workload. Audl to staff 

is also· generally adequate and there are no large arrears of . 

audit; :-

g, There has been little ·progress''i:ii:'·the linkmg· of ·credit 

with marketing; the main activities of the marketing societies 

have consisted of the issue of produce pledge loans, distribu­

tion of agricultural requisites and other goode and, in some 

cases, outright purchase of agricultural produce. 

10. The routing of short-term taccavi through co-operatives 

has been introduced as an experimental measure in some taluks. 

11. The State Government provides special facilities and 

concessione to societies formed for scheduled classes and tribal 

people in the form of exemption of audit fees, registration 

charges, grants for employment of par~-time staff, guarantee of 

central bank advances, etc. A special organisation viz. the 

Andhra Scheduled Tribes Co-operative Finance and Development 

Corporation has been established for helping tribal co-opera­

tives in the matter of credi 'j;, supplies and marketing of hill 
• 

produce. 

12, By and large, the institutional structure in Andhra 

Pradesh corresponds closely t? that envisaged under accepted 

policies, though the central banks in the Telangana area are 



way behind those in the Andhra. Region .in terms of financ;ial 

strengtl:J.· and. organisat~o'raL_ e;t:fici.ency, In the matter of work-. ,· . ~- ' ' . 

ing policies (e.g. in regard :to crop_ loan system as well as . 
- . ' . . 

mobilisation of deposits) and the le.vel of financial ope ratio~ . ·- . . . ' ' 

however ~uch has yet to be done by way.of implementation and 
' 

improvement in all. parts of ~he State thoug~ here again the 
. - . '· ' . . 

T~langans ~egion is, r~latively; l~ss .at1;uneci to, new pol,icies ~, 

In· the sphere of long-term credit land mortgage banking has_ 

~--played. a. progressive and pioneer~ng role in _the Andhra Regi,on 

.thoug'Jl :t~e, . _magni~~de of the lendi~ effort has yet to reach 

sizeab;te proportions. in rela_tion to its poteniliali ties. Finally, 

co-operative marketing in most cases has yet to extend b~yond 

the ~ere making of proquc~ loans. 



,:J I o, 
Madras 

The Madras State Co-operative Bank, which has functioned 

as an apex co-operative bank of the State since 1917 has 

practically been a federation of central banks, except for 

individual shareholders whose number is at present 121. The 

bank has received contribution of ~. 101 lakhs from the State 

Government to its share capital which amounted to ~.276 lakhs, 

as at the end of June 1963, On the Board of Management of the 

bank consisting of 20 members, 15 were representatives of the 

15 contra! co-operative banks, two were of individuals, and 

three the nominees of State Government, The bank undertakes an 

annual inspection of the affiliated central banks. 

2, There are 15 central ·co-operative banks serving 13 

districts, with the two districts of Tanjore and Tiruchirapalli 

having two banks each. All these institutions satisfied the 

minimum standards of owned funds of &, 3 lakhs and working 

capital of&. 20 lakhs, Their membership comprised 14977 

primary societies ana· 1809 individuals as on 30-6-1962, All the 

banks were State-partnered, with State contribution accounting 

for&, 127 lakhs out of the total share capital of ~.488 lakhs. 

3. There were 11 1 103 primary agricultural credit societies 

in the State. Of these, as many as 11 per cent were dormant, 

•• majority of the societies were based on unlimited liability, 

Of the total number of societies 1 502 were large-sized societies 

(inclusive of 22 rural banks) and 10 1 601 small-sized societies 

~The rural banks are a special tyPe of primaries which are 

engaged in making medium-term loans on landed security and 
-~~ 

short-term loans against jewels), The large ~.ocietie s had, 

an average, a population of 10 1020 covered by their areas of 

operation. The membership per society was 1 1 116 and the 

loans outstanding per society amounted to~ 21 13 1052, The 

small-sized societies had, on an average, a population of 

on 

1 
1
235 covered by their areas of operation, In their case the 
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membership per society was 221 :and the loan outstanding per 

·society was · Rs. 19,489.; -The ·loan_ advanced _per. borrowing member 

for .all sOcieties taken,together amounted to Rs.213 _which was 

less than. the national average of -Rs. 231. Of ;5QOO -societies 

· sc~eduled to be taken up ·fol!. revitalization under the· III Plan, 

2000 were taken up in 1961/62 and 1962/63. 11-per cent .P.tt the 

· 'sQciet:i,es were dormant-._· The. rural banks and the agricultural 
• 

credit ·:societies }).ave ·oyerlapp:i,~g jurisdiction while having e 

•,:cQmmOI)• funct;!.on ~i~. making ~Oa!lS• f.or· medium-term agricultural 

- . ' ~· . 

·4 •.. , Though there. appears to have, been a liberal;l.sation or 

loan policies generally the_ amount of loap_.still>seems to be 

related to .. ownership qf .land. _The· )llaximum~credit limit per 

melillier has been· raised :rrom Rs.250 - Rs. 5oo; which was the earlier 

leirel~- to Rs.3·,ooo•, the actual sanetioned' amount being determined 

with"-reference .to th~:~ crops raised and the. need for borrowing. 

This;ceiling has bi:!en raised·: to Rs 5-,000. in--.the. package: district 

.-!_or ;r'anjo.te-.- 'For suretYi-loans alone, the liinit has now. been 

r_aised from- Rs •. 250 - !Is· -500 in '!;he past j;o Rs 1 ,ooo., or which 

-- Rs. 50P, is intended for: short-term loans ·-and , an e·qual. amount for 

-.- inetlium-term·loans -(loans on a surety; basis are isstled up:to 

1· Rs ·2,000 in the· package district). , :Mortgage security of land is 

· - ins·isted· upon for -loans in -excess of these ceilings. .Seasona­

_, lity- in' the: matter- of issue and recovery Of loans_· is observed 

-'only itt"the: Tanjore ·and Kumbakonam Central Co-operative Banks 

•which are -implementing the· package. programme.. In. the areas 

:where an intensive. programme ot' '"full finance" is. being 

• -implemented,- there'. is -a considerable ;liberalization ..of credit 

·- polic"ies· •. · The scales :of- finance for _important crops are _fixed 

·by all the ,central co-operative ·banks, but .it is· understood 

~that·these:are correlated to the acreage under -cultivation by 

borrowing members. and· used· to determine their credit ·l:J.mits 

' only' to a limited exten-t;- :in the areas of the Nilgiris; 

Coimbatore and Salem Central Co-operative Banks. 



.The maxiil'um borrowlng power of the cent,r~l banks has 
' -- ~ . ~~----'- ·- ~·-·... ~J' 

5. 
'' 

bee11. increa~.ed from 10 to 12 times their owned funds in 
'" I • o • .J o 

~9ve~bef 1960 •. The maximum borrowing power of unlimited 
- - - . 

liability societies which was fixed as an absolute amount in 
.. '\ • J - • • • ~ : • 

their by~laws has-peon. liberalised so as not to exceed 1/Sth. . . . . 

of ~he value -o~ ~P.~; net as sets of members. The maximum 

~orrowing power of the limited liabilxty societies.has been 

lij>eralised from 8 to 10 times their owned. funds. Sharehold ing . ' 

is linked to borrowing at a~i levels, the proportion being 
- . ' . 

1_s25 at the _ape)C .ievel and 1 :10 to. 1:20 at the central bank 
• • • + - .. ' 

ley;el for ~oc_ieties .other than marketing societies. At the 
\, ' •v • ' - -' ' 

s_ocie:t'y .leVj!l, the. ear~~r J:'equirement that the s_urety s}lould 
. .. - - -

also_ .purchase shares to ;the ,extent of the shares to be purchased 

by ~he _principal borrower pas. been removed as it caused - . .. 
h!!-rds_h;l.p in· qases, where th~ ,s,urety .happ,ened to be a non-borrower 

- - . . . - - . . .... - '. ... ~ 

- : .. 
6. /i.s regards financing of d_efaul~ing societies,_ the 

practic~ is .. t~a,t a .,~.oqiety; ma,y be·._ f~na?ced if :l,t has repaid at 

],east· 75 per cent~-of its dues and its members have repaid at. 
.. ' 

least QQ :;/3 per cent of their earlier dues. This rule is 
' .. --

generally followed wgh spg~t. modi~,icatio!ls ~r ,t~e diff,'ere~t 

central banks. As regards the agricultural credit,stabilisa-... . .. ~ 
tion fund~, proyisiop. exists .for. _the_. creation r:t. sue!'_!. funds . - - . 
by co-operative papl!;s .and for a contribution to it of 10 per 

.- . . . • I .- ' ''·' -· 

cent .of the,net profits of t~e ~a,nks. The .State Gov_ernment· 
4 • • r , '.J ! . 

has ·agreed to. thO;· excess. cUyidend 

certain minimum.be1ng. 0redited in 

on. it&. share capital over a 
' 

part t,o th,is.fun~. .A~ ~m 

30-6-196"2 1 the amount to the credit of the fund. ~it~ the apex 

bank was,.Rs-5.93, la,~tw-~and_,, ~ith ~he ,14. ce,ntra~ b,anks_, whi~h 

had constituted tile ~Uilds,, Rs_1.0.12 l.akhs. _-,.T~the,Relief and 

·.Guarantee .fund ,is· to be credited. the othe.r' par'!; of the excess 
oJ ' , •, • , I '- • , t • ' .·, •- • • 

. of :aiv:i.dtl~d on ~:1.11~ .. s~aDe· CaJ?ital. ova~ a pr~~9.:!.bed,_min~um. . - . . -

As on 31~3-1963; the .tota~ .amount to t{le cred~~ of thi~ fu~d 
. . . . 

was Rs.,·5 lakhs. -;rn the mat~er .of tll.~ m~pili~atiQn. of._in,te:nal 



resource·s in" the form· or' de~·osits, · hbwever, there seeins to be 

scope for greater· effort than in the past, Though various·· 

banking facilities' are provided by th~banks and th~ir qeposit 

rates ~eem t·ci· be competitive, inuch has· not been.done in the 
' 

direction of branch expan.sion, As on 30-6-1962 1 or the 15 

banks in the State,· only 6 banks had, in alii 13 branches,·····. 

for the entire State, It was ·proposed to open 3 branches· in 

the case or each of12 banks·and at' least one branch in the 
. . ' case or each or the other 3 banks.-

7, The ·1ong-terin credit structure consists of the Madras 

Central Land Mortgage Bank' and 96 primary land mortgage banks, 

The purpose-"ise classitication or t:ha· loans issued shows-. that 

the discharge of prior· debts c'ontinU:es to ·account for the · 

major prqportion or the loans advanced ·by. the land mortgage 

banks-,' No special schemes for· fin'ancing agriciultural:·develop­

ment in any areas have been launched by·the central land 

mortgage bank so far, .for availing of assistance which is 

forthcoming' from· the Agricultural Refinance Corporation ·in the 

form of·contribution to special·development debentures, The 

bank has issued Six series of rural debentilres so far, of . 

. whi~h those floated· since· July'1961' have· not' been markedly. 
' successful, 

8~ Supervision is in the· hands of· central co-operative 

banks in· the State',. The staff for supe'rviSion· is reasonably 

a,d'equil.te·. As i'or audit· which is' under the control of the· 

R~gi~trar of_. Cb-operative Societies, inadequacy of staff and. 

consequent arrears in ·audit -are reported in ciertaiti districts 
. . 

·of the State. . ; . . . ) .... 

9, "rile r~covery of loans inade l:iy•credit societies from··· 
t : ' '' . ' - . . .. . • ' - 1. 

out of proceeds ·of 'produce sold through marketing 'societies 

"lias· not shown 'ail.y. appr'eciable !progress. Dur·1ng··1962-63 1 127 
• . • ' • • •: I . ' . - - . • 

marketing societies sold produce ··of. the 'value r'Of Rs~ 816 la:khs 

b~t· cio~id. redo~er production loan~ only' to the -tun~ .'of Rs 67.. 
. ' 
1akhs. · Intensive·efforts are·baing made to promote·a.link 



ypk 

between c.redit and marketing societies 1n certain selected 

areas. 

10. The structure or co-operative credit in Madras conforms 

closely to the pattern assumed under agreed policies and even, 

at the primary level, the units seem to be relatively satis­

factory. There is, however, scope for improvement in the 

loaning policies especially from the point or view or deter­

mining eligibility to credit more on-the basis of needs of 

production than or availability or security. Nor has the 

banking structure tried out fully the generally recommended 

methods or mobilisation or deposit resources. Land mortgage 

banking is well established in terms or organisation but has 

not yet oriented itself to productive purpose and development 

financing sUfficiently. By and large, the record or imple­

mentation is fair and promising. 



··: 
The- preeeJ;J.t Madhya Pradesh State Co-operative Bank 

emerged. as the apex oank :for the e:1tire State :following 

the cerger of the two sepFO.rat.~ apex banks which were 

serving th-J lliahalcosh:oJ.l and Ma.d.hya Bh~~·at areas. No direct 
I 

:f.inancing -:;f societies is umertaken by this bank but it has 

branches at_ Ce!li;J.'tH:l l'l'h'"r" the co~tral b~nks are already 

functioning, The_ mer,ioership of the bank.includes, ~part 

from central co-Qp0:::''1.~i'ITe bank!>, 249 primary societies aild 

2'37 individuals. The m€'mbership of individuals and the 

primary societies a~c a legac~ of the period when the b~ ... 
· was financing them direct, 'Th-e manage:nent of the bank-

_ ve.sts in a boq:;-d of directors which seems unwieldy and 

consists of 63 members, of ~hoc 53 are representatives of 

the affiliated. 9entral banks ancl: four are nominees of the 

State Govern:n~nt. The bank h~s received State contribution 

to its share capital r~ounting to ~.74.60 lakhs as compared 

with its total share ca~ital of ~.133.24 lakhs. 

2.. The .i•rocess oi amalgamation of the central co-

operative banks in the State has resulted in the present 

position oi :>4 central co-opez:ative banks serving 4'3 

districts- ac. cpmp:lred ~ri t!l '79 central banks which 

· .functioned in tl:.ese d::'stricts in 1955-56. Thirty-three 

distric·ts now ,have one bank eech, 2 ·c.istricts are together -.• 

served by one bank and 8 districts are served by 20 banks 
. . . 

: - ;· 

in all. The a.I:k'1.lg~tion already decided upon should . 
• • j • 

bring the t:>t:J.l numbe:t' down ·~o 51 banks but there .will 

still be 7 districts with more .than one bank each. The 

membership of the central b:J.nks COJ;J.tinues tc include 

a large nu:nber_ of individuals viz. 37,852, as against . . 
20,598 primary societies. The practice of having o!ficial 

chairmen cf the central banks which was prevalent in_ _ 

· certain areas in the earlier years has been given up and, 
. .' 



i_-

in all cases, there are, at present, elected chairmen. As 

for central banks which had not yet reached the standards of 

viability, it is seen that 7 banks in the Stat& had owned 

funds of less than Rs. ~ la.khs and 12 banks working capitaL 

of less thanRs.20 lakhs. Forty-five central banks had 

received share capital contribution of Rs.97 lakhs out of . 

their total share capital of Rs.~)6 lakhs. The banks which 

were not State-partnered are either those which are not 

likely to be retained on a permanent basis or those whose 

financial position is so unsatisfactory as not to justify 

State participation. 

~. There were 20~12 primary agricultural credit 

societies in the State. Of these, 8 per cent were dormant. 

A majority of the societies were based on limited liability. 

Of the total number of societies, 616 were large-sized 

societies and 19696 small-sized societies. The former 

had on an average, a _population of 6987 covered by their 

areas of operation. The membership per society was 299 . . 
and the loans outstanding per society amounted to 

Rs.74784. The small-sized societies had, on an average, a 

population of 975 covered by their areas of operation. In 

their case the membership per society was only 4~ and 

·the loan outstanding per society was Rs.8694. The 

proportion of rural population covered by all the societies 

at 18.5% for this State· is much lower than the All-India 
.. 

average of 27.2%. According 't'o the programme of 

revitalisation of primary societies implemented in the 

State, 6,000 societies were to be revitalised during the 

Third Plan; o~ these 5~46 are stated to have been taken 

up during the first "fr\vo years of the Plan. 

4• The financing of individuals by the apex and 
·• -
central co-operative banks was·negligible. As for the loan 

policies at the primary level,- some effort is being made to 

base the quantum of loan on the outlay on the crop"and the 



acr~age~ .The Registrar of Cooperative Societies is 

unde.rstood to .ha.ve i§lsU.ed a circular laying down the scales 
. . .. ;~·~-' . 

of financing for different crops and a lim1t of medium-term 

~oans at ~.35 per acre. This, however, operates within the 

J uniform ceiling limit which is prescribed for the sum of· 

shpr~-term gnd medium-term loans that may be granted to a 

single member (~. 1 ,OOO_in sol!l~ cases), In some areas, no 

distinction in loan per acre is made between one crop and 

another and b~tween irrigated and unirrigated areas, In 
. . ' 

t~e a~ea_of certain central banks, loans are advanced only 

.to those who own.~and. In others, there ;s insistence on 

declaration of land under the Co-operative Societies Act and 
. • . ~ ' ~ • c. '. ' 

two sureties of lana· owners. Loans in kind were sanctioned 

in certain ·cases as set out in the instructions of the 
. ' ~ ' . 

, Registrar ~ut the_ members '!'ere .reluctant to lift these 

supplies .and preferred loans in cash·, There is no 

seasonality in the matter of lending insofar as loans are 

advanced throughout the ~ear. The due dates for recovery 
• t • • . •• - -. .i . 

are, however, broadly related to the t~e of- harvest • 

. 5 •: In the matter of financi·ng defaulting societies, 

the practice is generally to p~ovide fresh loans to 

sogieties which have already repaid at least· 60% of their 

earlier dues, The Agricultural Credit (Stabilisation) 

Funa has been constituted at the apex bank level and had 

a sum ~f ~.3.67 lakhs to its credit as on 3D-9-63, The 

bNlk has been o~edi ting to it. _5% of its ~et profits in 

1960-61 and lo% thereafter. The State Government·has not 
'· . J . 

yet taken a decision as to the contribution of a part of 

its dividend to this fund, 46 central.banks have also 
' ' . i . i .• 

constituted the fund, the ~ounts in them aggregating to . ·' . 
• Rs. 7, 55 lakhs, The Relief ~nd Guara~tee Fund ha~ ilso been 

of Rs,2.95 constituted by the State Government· and a sum . ' . . ' , .. 
lakhs was. available in it as on 31-3-1962: 

j ~ ; 

6. Shareholding and borrowing are linked at .all levels, 



-the proportion being 1·:20 at the apex bank level and; 1:10 at 

the central bank and the primary lev else From the point· of 

view of building up internal resources in the- form of 

deposits, the co-operative banks in Madhya Pradesh have not 

made any appreciable progress, Though the rates of interest 

offered by the banks appear to be competitive, most of them 

do not seem to have made much progress in ·the extension" of 

various services and facilities .to prospective depositdrs. 

Several banks do not have a single branch; though the 54 

banks tog~ther"had 23l.offices at the end ·of'i961-62. It is 

proposed that 133 branches should be-established during the 
.. . . 

Third Plan period and ari outlay of Rs.5.82 lakhs was 

provided for the purpose in the Plan. 

7. · The Madhya Pradesh State Co-operative Land Mortgage 

Bank operates through 21 primary land mortgage banks and· 16 

central co-operative banks having land mo~tgage banking 

sections, Of the total loans advanced during 1961-62 · 

of Rs,13.49 lakhs, those for productive purposes, namely 

land ·improvement were only Rs,3.53 lakhs, the bulk of · 

the loans being for redemption of prior debts. The bank has 

not undertaken the ·floatation of any special development ·• 

debentures or any special schemes of financing connected 
' ' 

with plans for agricultural development. The State 

Government is assisting the bank by prpviding Government 

guarantee for the floatation of its debentUr~s and by the 

special ~ovision made in the Madhya Pradesh Co-operative 

Societies Act which helps to facilitate' the working of the 
. ' 

bank in IDB:ny w~ys. 
' 8. The State Government is"routing short-term and 

.. ~edium-term takkavi through the cooperative crE:uiit· 

structure since 196Q-61. Fertiliser takkavi is being thus 

dis~ributed through the cooperative agency· in all the 

. districts of the State- and medium-term loans, ih: 35" 
' districts. The responsibility for popularising the use·. 



of fertiliser has been weakened in the case of the former, 

the latter ha~ tended to render the medium-term loans from 

the co-operative banks• own resources unpopular because the 

takkavi loan carrie~ a subsidy with it and is for a longer 

period, 

9, Audit work of the Co-operative Department is regulated 

by a Joint Registrar having two chief auditors. A sub­

auditor is generally in charge of 40 active societies or of 

80 societies which are defunct or under liquidation, As 

against 23,478 societies whose audit was pending, 23,040 

had been audited by the end of the year. 

10. Supervision of primary credit societies is carried 

out by both the Department and the_central bankb, the latter 

agency being the more important. Some banks ha~e employed 

more staff than is required on the basis of the approved 

pattern while others have not appointed the requisite staff, 

Cost of supervision is borne by the banks out of their 

resources and subsidy available from the State Government. 

11, The · record of implementation suggests that a begin~-

ing has been made 'with orientation of the loan policies in 

the direction of alignment to production. There is also a 

broad confo~ity with accepted policies in regard to the 

institutional structure 

levels in the matter of 

at the apex bank and central bank 
management 

non-officia1Land location of 

responsibility for supervision in the central banks, 

V3rformance is, however, by and large, less satisfactory 

from the point of view of the building up of the organisa­

tional and administrative machinery for carrying out th~s.e 

policies in the field and the emergence of efficient 

banking institutions. 



ql 
GUJARAT 

' . . \ ~ ~ 
Gujarat State CO:.operative Bank came to b~ established .. 

as an apex co~operative'bank for the' entire GUjarat st~te, 

taking 'over the assets and liabilities of the SaUrashtra 
·. .. . 

State Co.-operative Bank and 'share of the assets and 

liabili tie's of the .Bombay State Co-operative .Bank at the" 

time ·of the ~ifurcation of the erstwhile Bombay State into 

Gujarat and Maharashtra. The.membership ·of thi~ bank co~ists 

of 21 central financing 'age~ciea·, 2 individuals and 107 

societies, The bazlk finance~ societies direct only in · 
. ,.. . - ' ' ~ • • \ ...... ' ' l • 

t~e Dangs district which is'not served by any central 

co-operative bank, The State Government has con~ributed 

~.86.49 lakhs to its share capital which amounts to 

~.i93.75 la.khs.· The first Board of the new bank was· 

nomina ted by Gove.rnment but elected office bearers· are 

now in position. The prese~t.Board consists of 28-iD.embers, 

of whom 16. are representatives Of central bank~, and ~ ;· 
' are Government nominees. Thus, the.major voice in the 

management of the bank is that of the. central banks~ 

2. There are 21 central i'inan~ing agencies in the .. 
State serving 16 districts. Thirteen districts are· served 

~ I . . . ~ ,. . • ' 

by one bank while the remaining ~ districts have more 
the . 

than one bank each. Regarding_l!;aluka banks which are not 

viable units, the Government ·has agreed to examine the . 
• • •• -- ~ • • J .:. • ' ' 

·matter of their amalgamation further. The membership of 
• . - -'1 

the banks consists of 11199 societies and 225~8 individuals. 

Ac.cording to the available information, all the cent~l 
. ' } . l:_·, . ' . ~· . • -
financing agencies are having elected chairmen, Of the 

' -< '• ~ . 
~1 banks in the ~t+'te, ~8 had. received State contributi~n 

.to share capital w 'ch amounted to ~.174 lakhe, out· of 
. . . ' . -

the total capital of ~.5~4 lakhs. The banks which have 

been· denied share capital contribution are inetitutio~s· 

which are not likely to be retained on a permanent basis. 



3.. _There were 7728 primary agricultural credit societies 
• 'I ~ ,I ' : , -~ • • • • ' , ' ,,· , • 

~n ~he.State •. ~~:proportion of dormant societies was 

comparatively low ~t 6 per cant., A majorit~ ~f the societies 

are based_on li~ted liability. Of the tot~ number of 
,, ·-. "l • <-' •• 

societies, 1013 were large~sized societies and 6715 small-
. . .... .. ;- .· ' . ' . . ' . ~~ . 

sized f!oc~et.ias. The former had t on an average, a population 
. . . . .. . ' ... - .. ~ . . ' : .-. . . ~ . . . 

of. 3325 cover~d _by their areas of operation •. The membership 
• ,.,~ • • , c - . • • e· -· •. : ; , :· ·· · ' 

per society was 242 and the loans outstanding per soci~ty 
j ' 0 : J \ 0 ,r, I 0 '..J 

amounted.to ~-99528. The. small-sized societies had, on an 
• • • ' •• ' : <' ' • • 

average, a population of 1719 covered by their areas of 
' . - . . . . . . ~:. . . ·. - :.. . ' 

operation.In their case, the membership per society was 82 
' ; . . . . ' . . . ' . ~- .- . . ' ,, ' . . . . 

and the ~oan·outstanding per_ society was.~.25746. While 

societies in t}!,a State show a comparativelY satisfactory 
. . . ' . '- . . . . . . 

position-in so far_as the levels of lending per society and 
• ' ~ J " '· 

per member ara_concerned, progress was much less striking, . . -: . . . . . ' "\ ' 

from. :!;he point of view of coverage. Though almost all . . ~ . . . 
villages were covered, the percentage of. population covered 

. . t ~ - .' .. 

was only ~9. There was a _provision in the Cooperative· 
• • J T. • - • 

Societies Act for right of appeal against non-admission to 

membershi:p •. Dur=!-ng the ;first two years of the 3rd Plan, 
.'' 

489 societies ware ~aorganized and, during_ 1963-64, 325 
. • ·- . . ' • J 

socie~ies were taken up for revitalisation. . \ . . . . 

4. As regards loan policies, it may be noted that the 
. I ' . . . . • . . . 

financing of individuals ~as_gpnerally negligible both 
• - 4 • l. ' _· . - ' 

at the Apex bank level and_in t~a-~jority of the central 

co-operative banks •. The ~xceptions were the Panohmabals 

central co-operative bank• the Surat Ce~tral co-operative 
• 4 • • • 

bank.and Limbdi Banking Union in which the loans to 
. - " . ' - . . 

individuals formed abou'j; 20, 10 and 50 per c~nt_respectively . \ . ' . . . . •' . 

of_ th~ir total o~tstanding loa~·-. . - . . .. . . '. . ... 
5. As tor. the loan. policies at the J?rimary-level, the . - : 

main ele~ants_ of the crop, loa~ system seem to be under. 

implementation, The size of the loan is generally related 

to the crop and acreage. ~s for security the short-term loans 



are-usually based o~sureties and a c~rg~.on the l~d or 

interest in· land ·created· under the Co.-operative Socie.ties 

Act.' J;Iowever, in. some banks loans in excess. of certain limits 

seem to_ be. madec. only' on. mortgage security~ As for. medium­

term loans· the loans in excess of Rs,l,O.OO are mail;e against 

mortgage' of land. Disbursement_ in kind is· prevalent in 

some cases.· There~ are however variations among different 

banks.in practice in different aspects. 

6. ·The central financing; age~cies provide loans to 

defaulting. societ.ies for financing non-defa]llting members as 

welL as. new members.· The proportion of dues to be repaid 

before' this .can. be. done appears to yary but 50 per cent 

seems to be .the :usual ~evel ... Wh,Ue sanct_ioning such loans 

to defaulting societies 1 .a cond~tion is·~mposed that 

coercive. action is: start.ed aga;inst defaulters. 

7_.- ~, , Agricul turll}<·.Predi t stabil.is.ation :funds werE) .created 

in the state c.o-:operaUve bank.Jas well as 18 centra]; co-. . . 
operative .. ba~s. The aJIIQunts to the 0redi"j; of these fun<l;s 

at·the·two .. levels as on 30-6-62-were Rs.l.181akhs and 

Rs.l.Bl lak~s~ Fifty p~r cent of the .e~cess divided over 

3t per.eent payable to. Government on their contribution to· 

share capital has also .been credited. to this reserve. This 

position' altered in 1963, when it was decided that the 

·state Government shoUld appropriate '!;.o itself the entire 

amount of dividend which it earned. on its share capital 

contribution ... ,-The. Relief ,and G~rantee Fund set 'up ~y _the 

Government .of q,~arat bad a balanc.e- of R&.6.4l lakhs"as 

ori. -31-3-.3.:962. · No amount was subsequently credited to the 

fund. A sum of .Rs.9,000.has- been proposed for contrib~tion. 

to the fund during 1964-65. 

B. The linking of shareholding to bo~rowing is in force 

at all levels, the proportion being 1:20 at the A~x bank level, 

1:10 at the central bank level (intended to go up_,to 1:5 _in 

due course) and.l:lQ..at the society revel (intended to go up 

to 1:1 so that shareholding will be equal to borrowing in 

due course). 



c:rc,-
9. · From the ~oint-of view of· bUilding up·internal resources, 

the c6-.o:perative banks·in Gujarat appear to.lead.the rest of 

the-country• Thebahks are in a position to·offer· competitive 

rates of interest on.deposits and extend various banking ,: 

services to the clients.. 'Further, they have ·:undertaken · 

branch expansion on a sizeable·scale. Thus,.-the 20 b9.!lk!3 ·r· 

had about ·190 branches~ This. performance in regard to .. 

deposits, however, was· largely aocounted for,·by the central 

banks of the <lld Bombay area, rather than those in the . , 

Sauras-htra Region, · It may be mentioned· here that- the 

State' Government had: recognized 'A' and 'B' class banks in 

the GU:jarat: F.egton as eligible for Teceiving deposits from . 

local bodies but ·haa not extend:ea.. the same treatment to ·· 

similar hanks in the SaUrashtra Region, · ' ···· 

.lO. The struc'turS: .. f'Or ·long;.term credft is represented :.· 

by the (fujai'at State ·Co-operative Land· Mortgage Bank .. working 

thro'Ugli' 132 branches ·and 4 prililary land mortgage banks 

operating 'in 4 districts • ·The 6rganiza tion of :·primary land]~ 

mortgage banks all over the st~te is now uuder consideration. 

Though'there is·no separate Land Mortgage Bank. Act in the 

State;· the Gujarat Co-operative Societies Act .contains.a 

separate ··chapter' containing all the provisions required by. 

the land mortgage banks, The bulk of ·loans advanced by . · 

the long.:..term credit structure in the State is .. for ·productiV!'l 

purposes,· Thus, out of Rs.3.14·crores advanced during 

1961-62, those· for land' ·improvements and purchase. of . 

machinery a,mounted· to Rs.0.87 crore and :Rs.2.69 crores 1.:while 

thofie for redemption of prior debts amountedto.orily _Rs.O.Ol , . . 
• crore ~ · ·The 'central land· mortgage bank has floated: 7 

. . ,.. 
series of rural debentures with a fair measure of success. 

No special'development debentures have so far been issued, 
• 

by this bank.· · 

ii. : : The. Eiui;>er_visi.on of societi'es 'was being· attended to 

both by the bank inspectors and· the departmental official~. In 



some areas the charge per supervisor appearsto be very high 

e.g. Panobmaha~ Bhavnagajt', Kaira, Wankaner,· Baroda and Broach, 

In MorviMalia, the charge per supervisor was 70 societies 

while in the case of Sabarkantha it was 44-45 societies~ 

There were no arrears in audit, though the charge per 

auditor was much higher than the norm of 45 societies per 
' 

auditor. Whether the quality of audit suffered because of 

the higher charge is not known, Concurrent audit of co­

operative banks is yet to be introduced in the majority of 

central co-operative banks, 

12, Special arrangements for the financing of backward 

tribes was made in the Dengs district by the branch of 

District Co-operative Bank and by the Panc~Central Co­

operative Bank in the Panchmahal district, Various types of 

financial assistance are being given to these co-operatives, 

1~. The overall picture in Gujarat is t:ti.at the 

implementation of policies is active and many-Bided, though . 

the less satisfactory performance in the Saurashtra region 

does not clearly come out in the state-wide picture, The 

main lacuna of the movement consists in low ~overage in 

terms of membership, 



Maharashtra 

~he Ma~arashtra State Co-oprrative Bank ·came into 
: • • .~ f I ·. ' · ~ ~ . 

exist~nce after the ·bifurcation of the Bombay State Co-

oper~~ive Bank op the i'.ormat:Lon pi' the Maharashtra and Gujarat 

" ~tates in May 1960, The ·vidarbha Co-operativ~ Bank which had 
'• .. .. . 

.runctioneq as the apex institution i'or the 8 districts oi' 
r• " , 1 

Vidarbha Regi~n, wa~ amalgamated with the Maharashtra State 
0 ,_' "' •• , ' • • l J , l •, 

Co-operative Bank in ·J.!ay 1961. The. membership of the apex co-

operative, Bank includes 4447 indiviquals and 1058 societies. 
-· . . ' 

Despite the large membership of the individuals, the central 
• ' • I ; . I \ ~ I ' . 

banks hold a key pos.ition on the Board of ~rs. 01' the 

4! ~emb;r~ on the. Boa~d ,~r~e::Utatives. or ~al 
1 ' . . 

banks, 9 of other co-oper!ltives, 3 oi' the State Government and 
- '- :: . .. ' .. . ' . 

5 are oi' the individuals. The bank ha$ prog~essiv~ly given up 
•- '•.' ' ' ·,· 

functioning as a central.i'inanci~g agency in parts of the State, 
~ r 11. . • . _ - . ·• · ·., 

by.promoting the establispment oi' central co-operative banks 
•· ..1 '; . ' ~- . • ~~ •• ' - ,· 

i~., all_)he districts', ·' Stata partp~rship, as a I?rinciple of 

co-operative organis~tion was implemented .in the old Bombay 
. 

State.even before the Rural Credit Survey Committee recommended 
. . ~ : , - r . : . . . : 

it i'or general adoption. At present, State contribution .to 
) ; . ~- . - . . . 

share capital amoun~to ~ 177,92 lakhs out oi' the total share 
' ' • • - -,, I . ' ....... 

capital. of~ 476 lakhs. The bank has four divisional offices 

for the inspection oi' the central banks in the respective areas. 

2. 
' ' 

The proc~ss oi' rationalisation oi' central .co-operative 
~ i-' • ' . • . 1 

banks in Marathwa~a, Vidarbha and parts of Western Maharashtra, 
t -• - ; I ·, : ' .· ' ' ' ' .' ' 

as also the establishment oi' new central co-operatiY.e banks to 
1 .. • 'l ~ • 1 • 

take over the business of the branches oi' ~he apex bank have 
'-· ; . . ~- ' i - ; ..... ' 

brought the number or central .co-operative banks to 2e, one 
'*" ':'. • • 'l ' _:: . _, - . ' ., .·: . ' ' . . . 

serving each district, The membership of individuals continues 
' I • I ' • 

in all the central co-operative llr.nJ:ts except that of Phulia. but 

the· r~~;oesentatio~.gi~en to th~ 'c~:ope~ativ.e so.~i~~ies .is· ·l 

substantial enough to ensure that the management is in the hands 
~.. -~ r'·· ·- ... ·., .. ·. ,, .-· . __ J • ;~ ._ -·-. 

oi' SO?ietY reprasentat~ves,' 11.11 the banks .. ha~.e racei~~d State 
• ' . ~ ~'- I ' ' 

contribution to· share capital which. amounted to~. 250 lakhs as 
• :, I : I : • . •' • ""''-' , ; • J I-'- ' '~ 1 

1 
' ' • ' 

an 30-6-1962 as agains.t .their total share capital of ~ 808. lakhs, 



'7 
3. Thera ware 19480 ·primary agricultural credit societies 

in the'· State. The proportion of dormant -.~ociat;las at 4 per 

cant was the lowa~t among all the States.· A majority of the 
' societies were l;lasad on limited liab~lity~ Of the total 

• - . ,_f, ' ' ' . - . . '-. 

number of societ::.e·s, 1262 were laree-sized societies and 18218 

small-sized socfeties. .. . . These societies (both large-sized and 
~ . . . . . 

small-sized) had 1 on an average, a population of 1414 covered 
_, ' 

,by thefr areas of operation. In the 'case of large-sized 
. . . . . . 

societies, the membership per society was 294 and the loans 
'j! 

outstanding per society. amounted to Rs 1 101 1068. In the case 
. ·' 

'or' the small .sized societies the member~hip per society was 
" • • t 

I • •' ,.... 

only 89 and the loan outstanding per society was 21 1 586. The 

aver~e loan per borrowing member {Hs 321) and the proportion 

of borrowing' membe:d (67%) show an appreciably high level 'or 

"performance than the national average. The membership par 
-' .. 

The Co-o,erative Societies ~ct includes 
. -

a'provision for appeal against non~admission of ~embership. 
. ' 

During the first three ~ears or the Third Plan 3000 primary 
-i. '-, -' . - •.. - : ... ' . - . _·.. • ... -, 

agricultural credit'societies were t~ be taken Up for 

revitaiisation. Daring 1961-62 and 1962-631 2089 societies 
:: • J . ) : ~ • I 

were actually taken up for this purpose and assisted with .. 
- -:.J~' . ' .. ~ . ' .. 
managerial subsidy • 

• .: j . . . ~ • 

4 •. The various features of crop loan policies such as 

· (i) the determination' of. the size of loan with reference to· 

scale _of finance_and the acreage under different crops, 
\.. • . " . ~ - ,_ I -' . . 

(iif s __ easonality in lending and recovery, (iii) disbursement 

in.kind and in instaiments and (iy) the.bas'ing of theloan,on 
. .. . . ' ' '• ~ 

production of crop rather than ownership of assets-these 

-''f.~~tu~es have' been in evidence in' the worki'ng of the crop 
• j ... ~·r, ' ' .. . .. • . 

finance arrangements in th_is State over the last twelve, years 

or mora'iula have undergone pr~gressive refinement after; 
I i · • ' • . ' ' j ' ' ~ ; ' 

review from year to year and, particularly, in the light of 
.. - J . • '· • • ' • . '. 

the recommendations of the Crop Loan Evaluation Committee 
. ' - . . .- - : •. • • . - ' . l .• . • ' .- . ' 1 J 

which was set up by the Maharashtra State Co-operative.Bank. 



{ 9-t' 
~Y ~nd large, it might be said that the performance t~day 

conforms br.oadly to what was· envisaged by the Rural Credit 

Survey Committee and the Committee on Co-operative Credit, 
. . . ' 

though there have been lapses-in the process or implementation 

in·the field as also gaps which have become evident in the 

sys.tem in the light or experience. Thus, there have been 

instances of crop a~r~ages inflated with a vie~ to obtaining 

larger loans, and :for_ credit to be drawn.not only for production 

nee.ds but al;o for ot:tJ_ers, The prov:l.sion of. credit in kind 

has .. _not been uniformly successful from the point of view _of the 

resp()nse of the borrowers as seen in the lifting of the 
~·· : 

supplies, The cultivator has also been reluctant to draw loans 

in instalments in certain areas where this involves some 

pr~ctical inconvenience. Even after allowing for some of these 
. ' 

. feat~res '· it is clear that experience in this State in regard 

to cr~p loan system has been in the direction of increasing 

conformity with its underlying principles. 
·:: ·:. ,l { 

5, The policy in regard to financing of defaulting society ... , ' 
varies from bank to bank but the ~ighest proportion of recovery 

' - 1 I· ., -
~-· 

fixed as co~dition for fresh financing in any bank is 60 per 
~ . t • J ·- • 

cent. Shareholdings have bee·n linked to borrowings at all ... . . . . . 
levels, the rate or contribution being 1120 at the ~tate Co-

~' ~ ' • 0 , 1 • • 1 • 0 
, 

· operative Bank level, 1:10 at the central bank and primary 
. ' ' • . • . : -· J -' ' J, .;;. 

levels and 115 at the primary societies lave~. 

6, Considerable progress has been made in this State in the 
. -~ ~ . . . .. ' . : -~ 

matter of raising internal resources ln the form of dep?sits~ 
! • ' ~ • '.' I • ~ • - •• 

In thi~ process, the banks have been assisted by their progra-.. ' .. 
mmes of branch expansion. The 25 ce!J-tral co-operative _banks 

'. 
had as many as 498 branches as on 30-6-1963, Another 

. . ., "'. . . ; -~ . .. -. ' . _; 

contributory factor w~s that they could provid~ various 

banking facilitie-s in regard to remittance_, collection of 

cheques ~t~; this was me:cie po~sib~e_ by th~ mutual arran,~e~m~n~s 
• s.cheme operated by the apex and ce~~.ral ban~s in the_ St_ate • 

. . . . ·. . 
The Government of Maharashtra has made co-operative banks 



eligible for receiving deposits from village panchayats, public 

trusts, state commercial undertakings, educational and religious 

?odies etc. The fac~ tha~ co-operative banks were made bankers 

to Zilla ParishaQS has also helped to add to the resources and 

prestige of the banks. 

7, The structure of long-term credi~~~~s~.~~ the central 

27 primary land ~~~·b~Oks. The land mortgage bank and .. 
emphasis on productive purposes may be seen from the fact_ that, 

, . . 

of the total loans of Rs 865 lakhs issued 'in 1962-63 1 Rs 547 lakhs . . 
were for sinking of wells, Rs 283 lakhs for installation of pump 

sets and Rs 35 lakhs were for other types of land improvement, 

while the loans for discharge of prior debts amounted to only 

Rs Q,39.lakh. The central .land mortgage bank has not drawn up 

any schemes for financing special development projects. The 

bank has already floated rural debentures'-of the order of 
. . . 

Rs 150 lakhs successfully, pressing int.o service the co-operation 

of co-operative banks and other branches. An important factor 

of strength for the land mortgage banking movement in Maharashtra 

has been the decision of the -State Government to transfer the 

re'sponsibility for implementing the plan scheme·. of minor 

irrigation to the Land Development Bank6together with the usual. 

subsidies forming part of the scheme, and the statutory provision 

made for a simplification of the method of asti~ting the value 

of lan.;l -as security. 

8, The arrangements for supervision of agricultural credit 

~ociet:l.es in Maharashtra m~ be considered to be partly' in t_he 

qharge of the supervising unions employing departmental-staff and 

partly i~ the charge-of the central financing agencies which have 
. - ' 

their own inspectorial staff for the purpose. As for the former, 

-the charge per. suJ;!ervisor -is·, on an average, between 30 to 40 
.I • • • - • • ... ' ·,. '· 

societies,. 'Which is on the high sic e. The charge per inspector 

ii the case of central co-operative banks was also heavy, e.g. 

40.,soc1eties ·in Chanda, 36 in Bhir and 32 societies in Aurangabad. 

Th~ whole question of the appropriate arrangements for 



ypk 

\()O 

supervision is being reviewed in pursuance of a decision of 

the Maharashtra State Co-operative Council. 

9. The progress made in the linking of credit with market-

ing has lagged far behind that in regard to credit. The 

recoveries of loans advanced by 1334 credit societies through 

30 marketing societies in 1961-62 amounted to~. 120.57 lakhs. 

During the same year,loans advanced by 524 primary credit 

societie~ amounting to~. 297.73 lakhs were also recovered 

through processing societies, lergely through co-operative 

sugar factories. In relation to the total value of produce 

handled by marketing societies, the amount of credit recovered 

does not appear to _be significant. 

10.· The performance of co-operative credit institutions in 

Maharashtra conforms by and large to the recommendations of 

the Survey Committee and the Mehta Committee which were 

themselves, in part based on the experience gained in this 

State. Further refinement and improvement of practice so as 

to fully accomplish the basic objective of the integrated 

schema is necessary and forthcoming. 



Unio'n Territories 

..Each Union _Terri tory is now S.t>rved by a State Copperative Bank 
... . . . -
which functions both as .the apex.institution for the credit 

'' • ' .. - • • ' •_ -- : I 

structure. and the. cen.tral financing agency :!:or· the Primary 
- ' . j 

societies, The individual members are .few in Pondicherry and 
. ·' ., .. ' . 

. tripura but fair~y high in bQth _Hicac~al Pradesh,and Manipu~. 
. . . . ~ 

ln. eac'h case, tlfere has been Stt..te participation in the ·share 
• .: • •• t, • 

. ' . - . 
. ·capltaJ. of the apex ba."lk, thu proportio!l of such contribution 

. . 
to the· paid-up capital beibg 15.5 per cent itl, Delhi,,· ~0 pe~ _cent 

'in Pondiche:r;-ry, 65 per cent :in·M~mipu~, 66 2/3 per cent. in Tripura 
. . 

and as Mgh ~s 73 per cent in Hilll3.chal Pradesh. RepreseJ;J.tation 
' of Government on' the Board of Me.negement ~s; .in e(l.cJ;l c.as~; . . ' -

.• restricted -to three directors;, however, in Delhi, no Govertunent 

.representatives· have so, far been nou.inated, in purs14ance of . . . . ~ ( . ' 

. this •);)revision. Indi.viduaJ.s !U'e .Npresent~. ·pY 2. d.irectp:rs.,. each 

in Himachal Pradesh, Pondicherry and T:ripura and . . ' ' . 
3·· di;rectors in 

Manipur. Societies have 3 represcmt&ti ves in Hil\lachal · Prades·h, 

4 in Pondicherzy and Tripura and "I in Manipur; r,epresen~ation 

£or agricultural credit societies as such, being limit~ to. one .. 
director, is .inadequat~ in Tripura as well as M.anipur; i.t is to 

be 'increased to 4 directors in the latter Territory. In all the 

cases,. ·the chai_rmal} is· a non-offiqial. 

2.: At the primary ievel, in Delhi, .which is a ,p~adomi~antly 

urban area, . there are 361 agricultUral C]7edi t societies, .of which 

26 a:r;-e 1arge-sized. Only 55 per cent of the rural population · . . . ; ' '· . . . 

·Was .. covered by, theirdJtembership •. ;nnetynine soci?ties. werE! dormant. . . . 

The average membership and loans J.Elr society as c.n 30. 6. J962 

were 50 and ~.12,000 respectively. It is proposed to_ revitalize 
' 

180, societies in the Third Plan period,. against which 92 have been . . . . . .) _. 

taken up for revitalization by. the end of 1962-3. In. Himachal .. . 
Pradesh, there are 811 societies,· including 30 large-sized 

soci-eties. All the· villages in the .State had been. co;rered_,by the 

societies but onl;~t.28 per cent of the rural population: was covered. 

332 societies became dormant in 1961-2 •. No society was programmed 

for revitalization during the Third Plan. In Pogdicherry, there 



were 77 primary societies of which 5 were large-sized, No society 

was dormant. 34 societies had been taken up for revitalization 

and giyen managerial subsidy. In Tripu·ra,· there were 347' agricul­

tural credit so_cieties, of which ·25 were large~sized. ·About 

55 per c_ent. ~f the societies were dormant. The programme of 

'revitalization including managerial subsidy, at an average of 

50 so·cieties per year, during the Third Plan, had been drawri 

up but not much progress appears to have been made~ In Mrugipur, 

the structure consisted of 181 small-sized and 19 large-sized 

societies •. As l!lany as 161 societies were dormant. A scheme of 

revitaliz.ation. has. been drawn up on the basis of the Eastern 

Region Statesi Conference for improving the position.· 

3. ·The financing of individuals is restricted to loans against ( 

fixed deposits and is of small magnitude in the·apex banks of 

Delhi, Pqndicherry and Tripura. In Himachal P!'adesh, however, 
. 

loans to individuals continue to be important and ·constituted 

about 22 per cent of the total loans of the apex bank: in 1961-2. 

The· proportion of such financing was 18 per cent in Manipur. 

4.: ·'By and large, the crop loan system has not been introduced 

in any of the Union Territori9s 1 except in Manipur as. also in 

respect of the financing of potato and ginger in:Himachal Pradesh, 

In Delhi, the credit limit for a member is fixed with reference 

to the absolute limit for loans laid down in the byelaws Qf the 

society and the share. ;capital h.eld by him. In Himachal. Pradesh 

also, the size of loans is generally determined only on· an . ' ; · 

ad hoc bas_ is. In Pondi cherry, again, it is fixed on an, ad hoc 

estimate of repa_ying capacity at up to 1/6 of the value of 

the land where the cultivator is the owner, and upto ~.1000. 

in other cases. ·Even the loans to owners o·r land cannot, in any 

ca~e, exceed ~.3000. In Tripura 1 the quantum of loan is based on 

a multiple of shareholding and the value of assets owned. 

In Manipur .alo.ne. dqes the size of lo.an appear to be based on 

the erops grown and the acreage under cul tivation•. 



5, .As for the 'prac'tlce in regard to security, in Delhi, loans 

upto Rs.1000
1
are said to be advanced on two personal sureties, 

those. bet.we~n &'.1 ooo· arid Rs, 2000 on four personal· sureties, and 

tho·se exceeding Rs.Zooo. against tangible security 'such as mortgage 

of~and; ·building, etc. In Himachul 'Pradesh, pel'sonal sureties 

·are accepted from tenant-cl.lltivators iri add.::.tion to a· charge 

created PY them ~n the cr~ps cultivated, while land-owriers·. have 

~o~ create a charge on crops and land. In Pondicharry, sho.rt-t.~rm 
loims upto Rs.1000 and medium-term loans upto R~.500 are based on 

' . ":" ... 
personal surety and those above these levels, on th~ mortgage of 

'•property. In Tripuz:a and Manipur, only short-term loans upto 

.Rs:100 and Rs.240 respe~tively are given against p~rsonal surety, 

and mortgage of land is required for all short-term loans in excess 

o~. this limit as ai~o for all medium-term loans; in Manipur, a 
1 

charge is also to be created on the crops in favour of the society, . ' ' 

6. Loans in.kirid s·eem to be in vogue, to some extent, only in 

Delhi. and. Pondicherry. Seasonalicy in the disburseme~t and 

recovery of loans i;; not observed in any of the ~erri tories except 

.for. the crop loans made fo~ potato and ginger in Himachal Pradesh. 

-!_ 7.· .. , Full· information i.s not ,available in regard to the conditions 

·, ga.verning provision of fresh finance to defaulting, societies in ' 
' ' 

the different Territories. In Himachal Pradesh, only societies 
. . 

which have defaulted in the repaYment of two consecutive . .- . . ' . 
, tnstalments without sufficient reason are refused new loans • In . •. . - ) 

Pondicherry, a·d~~aulting society is allowed a fresh loan if' 

: itsc o.verdues . do not .exceed one-third or. the outstanding .loans 

-and effective action has been taken for realizing overdues. In 

Tripura it ·is said that loans are sanctioned if the overdues ' . . -
do not exceed. 10 :per cent but are disbu,rsed only after the . ' ~ 

.earli.er loan is fully repaid. 
'· 

8.. .As '.ror the ·stabilization funds, the banks have not been 

permitted to credit to these funds a part of t~e divi~end PaYable 

.. to Government,' ·The. Pondicherry apex co-operative bank has 

·constituted-a fund amounting to rls.25,000 on 30.9.1963, by. 



contributing 10 per cent of its. net profits. An appropriation' 

of·~.4000 out of the profits has been made for this purpose in 

Tripura in 1962-63. The Manipur Stat9 Cooperative Bank has 

constituted a fund by· crediting a sum of ~.500 out of its nat· 

profits for 1960-1 ~'.No Relief and Guarantee Funds have been 

constituted in.any of the Territories. 

9. The borrowing pow~r of the apex bank has been fixed at 

12 times the owned funds in Tripura and Maniptir and at 15 times 

in the other cases. Within this ceiling, however,- in Himachal 

Pradesh, the actual borrowing limit is fixed as a'specific 

amount by the qegistrar of Cooperative Sccieties. ~here is linking 

of shareholding and borrowings at the primary l'evel, the ratio 
: 

being 1:5inDelhi, 1:Bin Ponclicherry and 1:10 inManipur. · 

Shareholding at the bank level is aJso linkeJ with borrowings, 

except in Delhi. 
. . , . 

' 

10. As regards ~obilization.of deposits, the Delhi State 

Cooperative Bank had 5 branches which helped it to increase 

its deposits but no steps had be.en taken for the deposit of 

resources of quasi-government institutions with the banks. The 

Himachal Prc.desh Cooperative Bank coUld also sho\., an improv.emant, 

following the opening of 18 branches· and its being made eligible 
. . 

for acceptance of Gram Panchayat deposits. The apex barik in 

Tripura had thi-ee 'branches while that in Manipur had nona; 
' . J • 

11. Long-term credit business is also handled by the apex bank 

through a separate. department in Delhi. A similar .decision seems 
. ' 

to have been taken in Manipur. In Himachal Pradesh, Pondicherry . •. 
and Tripura, however, there are separate cooperative land mortgage 

banks. In Himachal Pradesh, lending for productive purposes· is 

improving but still the major part of ·the loans is 'for the.· 

repayment of prior debts. In TriJfura as well ·as Pondicherry, 

productive purposes account for only a small part of the total 

loans. 
-12. The general pattern in these territories ·is that-overall . . 

supervision is to be done by the staff of Cooperative Department, 



while the financial supervision is attended to by the State 

co-operative bank. In Delhi, the number of agricultural credit 

societies yer supervisor works out to 16 while, in Himachal 

Pradesh, the 12 recovery super.Visors of the apex bank have to 

deal, in all, with 800 agric~tural credit societies. In 

Pondicherry and Tripura, on tho other hand, the average charge 

per supervisor was only about 10 societies. 

13. Audit, in all cases, is the responsibility of the Registrar 

of Co-operative Societies •• trrears of audit were in evidence in 

Delhi, 344 societies out of a total of 2048 societies not 

having been audited for 1960-1 till the end of 1961-2. Similarly, 

135 and 281 societies were not audited in Tripura and Manipur 

out of 521 and 304 due for audit respectively. Audit arrangements 

in Pondicherry and Himachal Pradesh were g~nerally satisfactory. 

14. Linking _of credit with marketing may be said to have made_ 

alm~st no progress because the marketing societies were mainly 

engaged in the disbursement of agricultural !equisites and 

consumer-goods, except for the apex marketing society of 

Himachal Pradesh which had undertaken some marketing. 

15. Broadly speaking, implementation of accepted policies 

does not app~ar to have made much progress in the Union 

Territories except f~r State contribution to share capitaL 

at various leva~ In almost every case, the rationalization 

of loan policies, mobilization of larger deposit resources, 

development of long-term credit and promotion of co-operative 

marketing are all yet to be taken up in right earnest. 



Gene~-:a1 

1. From the foregoing review of the implementation ,of. 

accepted polici'es, it ·.is· seen th~.t; the position v!IJ.·ies . 

widely 'from Sta-=:e t6 Stat-: and 3.lso f'l·on one. aspect oi", the,-~. 

agreed policies to ar..othe~·. It i~ !lot e::;.sy tu generalise 1~ 

this: l'~garo. or 1;~, place these states in d..i.:'ferent. groups trqm 

this· point· o.t,:.~v:l.f·W· However. sorut' ga'leral observations may" 

be made. Firstly) it would bo seen that !':anarashtra sho.ws 

the best ~ecord of p~rformanc~ with refaron~e oo the 

·structural rectuirements,_ operational polic.ies as also 

·mobilisation of resource~ on the &greed lines. To soma .. 

:extent, it also ).'ei'lects the fact_ that some of the policie~-, 
.' 

recommended by the Survey Committee and V. L.· Mehta_ Colllll1,:1.ttee 

on Credit had 8lready been in operation in this State and .. 

undergone some evolution and l'efinement ev;;n ·oy tho time 

these ·colillti t+.ees umn:nended th<;~!:l .fo~ general adoption. By.-way 

of qualifiaat:l.on, howove,.L', it should be added that even :l.n 

·''this Sta':;e there :l.s some ci.i t'fe~'<l!lCe in P<~l"i'o::-~aance between. 

'the' Western MaharashtJ.'a where these poli•':' ,3<'! tad their. e~ly 

iuiplemeutation and the Vidarbha and tha _ c-i;,.rathwada regions; 

'which ·came into bha picture II!Cre re,,,antl•'· 

2. Felling into a second group are tho States ·of • 

Gujarat 1 Madras ar..d Andhra. Pradash 1~hich seem to show a 

··generally satisfactory level of overa.ll conformity with .. 
" 

accepted pol:!.cies, -though there are points. of weakne~;s ~" 

strength in· each of them. Tl:).us,. in. Gu;Jarat the position.J.s 
. . : 

bri'ght in regard to the nobilisa.tion of rusourceE on :the_; .. 

lines·· r~coiD!IIeuded as also in the matter of opera.tiunal ..... 
• .. J .. 

·policies but in So.U!'ashtra region the adoption of thes~ .. • 

practices and policies d.oes rlO't llee!lr to ba coruple-:;,e.,. ; Thi~t is 

also t'ha region where there are still tal\.!{a ba.llAs, The 

higher levei of' operation ci' coo,?erati~re c::--;:dl ".: i.n this S_tate 
I 

cioeJ not seem to ·have mean'.;, to a sufi'icieni; U.eg:t- .. e~ exteqcterl 

coverage on which the accepted polic:; . .ls :!..aY much. emphasis. 



'lc>? . 
In Madras and Andh:a Pradesh the ~tructure seems to be 

'· 

reasonably sound and co'nib rms to ,.he orthodox pattern but 

operational policies have not undergone the required degree 

of· reorientation; nor has the ~-~;,;:,:ctura been suc'!essful in 

the mobilisation of larger depotiit~ tlan in the past. In 

regard to Andhra Pradesh, i1; ,;;1oul :l also be added that in 

respect·or lor..:;-"to~!l! &1.'13dii:: t~.13 St~>ta had iuitiated certain 

forward-looking poHcies. 

3. In the States of Uttar Prtidash, ~adhya Pradesh, 

Mysore,- Punjab and Kerala t.hough there is a broad a."ld overall 

conformity with pJlicieE.~ there al·e certain aspects in which 

implementation .has been defective. Viewed from the point· of 

view of raising res-:>tl.rcas and pursuing rational loan. policies, 

the position is not satisfactory though, the structure is on 

the lines of accepted policies in these States. Punjab, in· 

part':l.cular, shows a br•)adly satisfactory picture at the 

primary level. Rajasthan.and Jammu & Kashmir may be conside­

red as falling into a furthe~ ~ategory whore steps have been 

taken to establish the necesse.ry structt,r':ll institutions but 

there has been little success in adopting new policies with 

regard '&O landings and raising ~f the !·equi.L·E.d ::-esources, or 

increasing the m8.J."'ls.ge!'ial efficienc.y in the running of 

co-operative institutions. 

4. Into a different category al toe ether fall the States 

of Assam, Orissa, Bihar and West Bengal. In these states,. 

impiementation has been slow w."'ld halting and has been ·, 

affected·i~ the case of Assam (as in Rajasthan) by other_· 

factors such as floods end other natural calamities for . 

which the stabilisation 'facilitie-s had not been built up on 

the lines envisageC.. There has been some earnestness in .. 

evidence in Bengal as well as Q.-lssa to bring about reform 

and strengthening of the structure but it h:.s not been 

' possible to make better progress becaust~ of handicaps in -~he 



-''l$.i,.~u:ati.Q.n. ll\lCh all those aris;!.pg from lack .of traditions of 
--.... -. • .. .- ' - ' -. . :: ·; .. · .. I; • •. ,' ~~ . :-, ~- • .- . .' 

''c,~o~p·eratj._vjj .. ls.a!iership and 1'unct;;!.0ning as al.s.o the paucity 
. . . ' . . . . . .. '\,.:. ~ .-· ... ' . '' .,. t: ""':. _._,, 

•.,of· adm1nistr·ativ_e.p,er~o.nnel capap;Le Of lle.~!iling th;elle, 
.. -- .. . • .·. ·• . . r: . ' '·.' ~ 

; .difficult . t;asks, .. , 

r· ... !i.,. v ;:i For. t;he. count,:ry, .as ~ who;t.e, it does .no.t seem to 
--· ~ ... -.---.--)~f~'--

.' .. ])e.,w.rong, to ·SfiY that except for a few poc~ets,_ the .tYpE! ~o_f . 
. ~ .. _.,. ..... ~-

' · .·org.!ffi.;l.satio.oa;t ~ramewo.rk which was envisaged by the Survey . 
- . . .. ":; ' . :· 

Committee has Qeen brought into being over the last decade • .. ·... . . . . . . 
It is in the actual implem~tation of liberal. policies in 

the matter of lending and in the matter of positive and 

enterprising~effort in the matter of mobilising resources 
·, 

that suc.cess haS' not been uniform. In part, this maY reflect 

the l'ack of active interest on the part of co-operative 

leadership and governmental authorities. In the States where 

implementation has b~en poor, however, very often it was not 
~ 

perhaps for reasons which aw• strictly related to the credit 

.. policies themselves. The machinery for implementation has 

been weak and is slowly being built up~ Information on the 

trained personnel employed in J.ns ':i tutions at all levels in 

the various states is not avail~ble but it is generally true 

that the States where the implementation has been poor are 

also those in whi::!:. shortaga of quaJ.ified personnel, not to 

speak of trained personnel, was most aoute. As regards 

co-operative leaders'hip, again, it would appear that wherever 

the recommendation of the Survey Committee with regard to 

replacement of nominated boards by elected boards and of 

official chairmen by non-official chairmen has been 

implemented and greater responsibility and opportunity were 
' 

provided to the leadership of the Movement, s?ch leadership 

was not found wanting. In areas· such as Marathwada and 

Telangana where institutions were previously headed by 

officials, today active and knowledgeable non-officials are 

handling the affairs of co-operatives in a generally 

satisfactory manner. To ~he extent that the~e has been 



to'1', 
1mp1e~ent~tion of agreed-policies, therefore, there nas·bae~­

more satisfactory performance at ·all lev'als. From this. point 

of view the' states where co-operative credit might appear to. 

have failed are broadly thos.e where implementation was faUlty, 

except for Rajasthan, where natural ·fac-tors seem to have ha4 · 

s~rious .impact and Jammu & Kashmir~ 'where the performance a't. 

the primary level is fai:rly satisfactory despite the :t'act: t~t 

the structure is deficient in ma~~ respects. 
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Statement No.I 

Short•term loans for seasonal agricultural 
operations and marketing Of crops sanctioned 

by the Reserve Bank of India 

(Rs. in lakhs) 

st~t;-c~:~;;;;:·--;---1i;it-;~~~t1~~:--1i;i;-;;~~ti~~;d-i~-
tive bank • ed in 1955-56 1963-64 (including 

Package) 
-----------------------------------------------------------
Andhra Pradesh 

Assam 

Bihar 

Bombay 

Maharashtra 

Gujarat 

Delhi 

Himachal Pradesh 

Jammu & Kashmir 

Kerala 

Madras 

Madhya Pradesh 

Madhya Bharat 

Manipur 

My sore 

Orissa 

Pondicherry 

Punjab 

Rajasthan 

Tripura 

Uttar Pradesh 

West Bengal 

Hyderabad 

Saurashtra 

Pepsu 

Coorg 

Ajmer 

398.00 

100.00 

50.00 

640.50 

15.00 

626.00 

230.00 

27.00 

100.00 

50.00 

193.75 

25.00 

-
122.75 

150.00 

100.00 

100.00 

30.00 

s.oo 
0,50 

----------2,963.50 
========== 

' . 

2,179.71 

168.eo 

3,705.00 

2,019.00 

44.00 

423.00 

2,980.35 

1,377.19 

5.00 

1,207.00 

351.35 

25.00 

866.46 

564.00 

5.00 

2,208.25 

451.50 

-----------18,580.41 
========== 
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Statement No.II 

Medium-term loans for agricultural purposes 

(a;. in lakhs) 

----------------------------------------------------------------~----State Co-opera­
tive Bank · 

1956-57 1962-.63 
Amount Amount Amount Amount 

sanctioned outstanding sanctioned outstanding 
~------------------------------------------------------------------------· 
Andhra Pradesh 

Assam 

Bihar 

Gujarat 

Hyderabad 

Jammu & Kashmir 

Kerala 

Madras 

!iadhya Bharat 

l.fu.hako shal 

Madhya Pradesh 

Maharashtra 

My sore 

Orissa 

Punjab 

Rajasthan 

Uttar Pradesh 

West Bengal 

Pondicherry 

Delhi 

50.00 

-
53.00 

25.00 

-
15.00 

12.00 

-
12.00 

-

--------
167.00 -------­.-------

27.85 

- 10.00 

_, 

5.76 

18.57 

39.52 

23.67 

12.00 

5.02 

15.83 

-
-
-

-------
158.22 

======== 

109.50 

93.09 

58.00 

.60.00 

172.58 

119.90 

88.30 

58.01 

34.21 

129.50 

5.00 

3.00 --------
931.09 

====== 

92.39 

71.51 

29.82 

3.33 

44.71 

284.37 

86.27 

133.87 

123.96 

61.97 

49.96 

13.08 

50.15 

7.84 

2.85 

---------1056.08 
------------------

::1.61!64 
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STATEMENT NO.III 

Financial assistance provided by the 
Government of India for co-operative 
development under the Second Five Year 
Plan and first two years of the Third 

Five Year Plan. -------- (Rs. in lakhs) 

MARKETING SOCIETIES 

Share capital contribution 
Loans for godowns 
Subsidy for godowns 
Managerial subsidy 

PROCESSING SOCIETIES 

Share capital contribution 
Managerial subsidy 

SMALL~SIZED SOCIETIES 

' Managerial subsidy 

LARGE-SIZED SOCIETIES 

Share capital contribution 
Managerial subsidy 
Loans for godowns 
Subsidy for godowns 

CENTRAL BANKS 

Managerial subsidy 
LAND MORTGAGE BANKS 

Managerial subsidy 
.\PEX BANKS 

Share capital contribution 
Managerial subsidy 
CREDIT UNIONS 

Managerial subsidy 
SUPERVISING UNIONS 

Managerial subsidy 
DEPARTMENTAL STAFF 

Managerial subsidy 

Outright grants to special 
,bad· debts reserve 

Second 
Plan 

310.86 
236.63 
51.88 
33.66 

582.42 
3.10 

118.88 

8.96, 
82.45 

227.69 
55.17 

26.65 

5.80 

3.00 
3.39 

2.47 

5.39 

194.46 

1961-62 1962-63 

30.98 29.50 
52.51 70.17 
10.11 14.60 
5.84 5.16 

35.80 76.08 
1.33 1.98 

84.54 102.04 

1.82 0.30 
69.24 68.13 
14.66 14.23 

13.22 16.75 

5.85 6.51 

0.30 0.69 

0.30 . 0.19 

4.17 

11.98 39.57 

2.62 



Note II 

.PERFORMANCE OF CO-OPERATIVE CREDIT 

3.• COVERAGE OF CREDIT SOCIETIES: 

1.1._ ,•An ~dex ,o:f-the coverage of c_o-operative credit in 

:terms of potential, and .actuaL borr9~rers woul_d be the pr~p~r-
, •, < ' • ' ·: ::. 

tion or the number or ~embers who borrowed_ from co-operative . . . -
cre(lit societies to the number of cultivating households. 

_ Figures of the number of borrowing members of primary agricUl­

''ttiral -credit ~o~~eti~s ~~~ a:viiia'bie .i'roni "tl:iei-statisUcal: -·· 
:l'!.~ : -· ..... -~,- -._; ~he : · ._ ·. :· · ·. · 
:·statements relating toLco-oper.ative: Movement in India published 

·:-~ ., . 
1\ • • •• - .•. 

.• :annually by the -Reserve Bank. Ass1iming that each member or an 

. ag~~cult~ral: credit. so~iety represe~~s . a .. ::Ultivating house-
: -, . - . . . . . 

hold, the propor~~on ~r the number or borrowing members to the 

total---number or cult~vating household_s would _be_ an inaicator or 

-the- extent• to-which- potential borrowers are- served- by :the:.' c:O- . -

operative credit structure. -· 

',i.2 The Rural Debt and Investment Survey hns brought ollt _the 

:. i'act that· not all the cultivating hOUf!'lholds borrow, In order 
~-

•·· ··~o assess the extent to .which co-operatives are 

dit service-to the actual borrowing cUltivators 

providing·epe­

in the rU.ral· .. ,.,_ . " .. ' ~. -.. 
area, a comparison can be made between proportion of borrowing 

... . ----- "!.- .. .;. 

cultivator ·households to total cultiva_tor households, and the 
- . . ~ 1 . . ; ' 

proportio~ or borrowing ·members or agricultural credit soci~- . .. _ 

< ties and land mortgag~ banks to total cultivator households.·· 

··However, · in regard to the htter figl.lre.;.. one difficultY. is tl;lat 
·-. the nU!nber or borrowers rfom the primary land mortg'age banks is .. -
· not availa]:)le, Since, the number or·oo~rowers who borrow oniy .. - :• 

... from the .iand mortgage banks is relatively very small as - - . . . . . 

. compared with the total number of borrowers who borr.ow from . 
. . ~ . - . ~ . -- . :... . -. . . ! i 

__ primary agricultural credit societies, the latter number is 
- -- ·-- ~- _.,. - --- -------- ~ -- ----- ... ·--:. __ .. _ 

.'!!!!ken to represent the number _of; borrowers or .botl:J. .. th!l .agz:lcul­

. tural credit societies as well_as of tbe land mortgage banks. 
' . .. . '- . - ' . ----

1.3· The following table. s§!t,s out.,the relevant data. In 
' ~ •, ' • • ' .• 1 :0 r 

column 2, the percent~ges or the ,!).umber of borrowing. members 

of co-operative societies to all cultivating households are 

set out. Column 3 gives the proportion or cultivator 



households borrowing from-whatever source to.total households. 

The proportion of borrowing r:embers- of . ."co-ope~atives_.t.o.' .®l;. 
:~ . . . . . . . . ·- . 

tivator households borrowing_frc;>m_all sources..!..is·siven·in.i 

column 4. 
I . . 

In column 5 the proportion of' borrowing. members of 

co-operatives to all members is given. 

TABLE I 

-------~~~~---~------------------------------------------------------Proportion of Proportion Proportion .Proport.im 
borrowing mem- of cultivator of borrow- of borrow­
bars of socie.:.·households :rng members ing·.mem-

Stat~ ties to total reoorting of socie- bers to 
cultivator borrowing to ties td ·all mem-
households total c~lti- cultivator bers of 

vator house- households. co-opera-
holds reporting tives 

borrowings (per 
_ (per cent) (per cent) (per __ c~nt) . . cent) 

---------------------------------------------------------------------1 2 3 4 5 
-----------~--~------------------------------------------~-----------
[j.tst Groua 

1• Assam.· .. 2.4 20.5 11 •. 7 12.8 
2. Bihar 4.9 4l~5 li.8 27.7 
3. Madhya i?radesh 15.6. 49.0 31.8 67.2 
·4. Orissa· 6.5 20.6 31.6 35.3 
5. Rajasthan 9.9 74.2 13.3 '34.9 

.. 6. West Bengal 8.4 55.9 15.0 .• ·. 44.5 

Second Groua 

7• Andhra Pradesh 20.2' 57.-4 35.2 . 52.5 
8. Gujarat 30.3 60.6 .50.0 64.C 
9. J amm)l & Kashmir 43.2 50.0 86.4. 85.7 -

10; Kerala 21.6 63.9 33.·8: '' 44.3 
11.' Madras 40.1 / .57.6 69.6 

• .:.. I 
46.6 

12• Maharashtra 34.9 50.4 .69.2 .67.1 
' 13 •.. My sore 

' 
25.5 62.7 40.7 .46.5 

' . ',_ ; 
14. Punjab 42.2 63.7 66.3 48.1 
15. Uttar Pradesh 22.5 C2.6 42.8 •54.6 

All-India 19.7 52.1 37~8 
)'I 50.9 

__________ : ____________ ~-~-~-----------~-----~----~~~-----~-~------~ 
1.4 For the country as a whole, the proportion of borrowing 

members of co-operative societies to total number=or cuit:L-

va ting households is 19.7 per cent • · This· percentage is· low 

and might suggest that, in the country as a wnole, co-operative 
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•• -' • 1 1 1~ : . • • • ,.,. . ~ 

agricultural credit societies' are caterin:g to the needs of 
. '~ ,-. • • ' • l • ~ • ' ... 

only a minority of potent'iaJ. ci.ut'ivator borrowers~ ·. st'ates . • J 

where the proportion of borrowing members to culti~ator 

households is below the All-Indi!l average can be· con:sidered 
:1 -:' l - . :- f ·. . . ' • . . . 

to be those in which the· coverage is particuiarly inade-
., ' • • "' • l 'I • • I . , .• 

quate. Such States are Assam, Bihar, Madhya Pradesh, Orissa, 
(; : l .'. . 

Rajasthan, West Bengal and the Union Territories. This 
•• - •• ·, • , ~ .... • : ·; - • -· - • : - • -. -..J • ·-.. • • - ~ - r . .:-.· 
group of States may be regarded as a· group·which is parti-

cularly backward in terms of coverage of borrowers. The 
i,.t ~ ' • : • • - ' ! • ; •. 

. ,reina'ini~ s·~.:.tes can be grouped separately and regarded as 
·-~ iC:J .. -:,_,· ~ •. -~--~- , . -~._- • _· •• :('1;. .. , .. 

" t~~se w~ere t~e .,coverage _.:s somewhat better. . .. 

· 1.5 It will also be seen from the above table that in Assam 

"and Oriss"a:: in the first group of st;.l#es, the percentages of 
~ . • !" -.,- .,. • 

cultivator households borrowing from co-operatives as well 

as from. all sources are.remarkably low. Th~se low per­

centages may partly be due to the ina'bility of"~ propor-
. . \- • ~ ,'o, ,- . . . ., •• 

tion of cultivator households to obtain loans from any 

source ~~d. 'partly d~e to the· pr~valence of borrowings in 
. . ' 
kind. 

., ''' • ' ~ • 1 I ,• , 

In Bihar, Madhya·Pradesh 1 R~jasthan· and West Bengal 
-_. . : .-· ' ';. . ' ·. • . : • . ; ~·! •. 

the proportion of cultivator households'borrowing·rrom co-
. :) . , I . . . .. l f ~ 

operatives is"low compared to the proportion borrowing from 
-, -, _· • • . ~_. ' -· T ' - - . I ~.' ' 

all sources. This is particularly so in Rejasthan. The 
-l t 0 : ~ .- ' ' j •• ,- "T • ' -~ ~ ; ' ' ' ~ I ' • ,. ' 

~wide. dfsparity between. the proportion ':l,p. col~ 2 .!ind column 
-r .• 

3 in respect of these St~tes also indicates that while the 
...... _ .. •.: ~ ~-~:. ~ ~.· . 

actual proportion of cultivator nousehol:dsC!apabl·e of borrow-

. ~~"·fr~m -·~11 ~~ur~-es 1.~· high; the· e:·o-Operatives ·are' reaching 
·"! • ' ~_t.!. . ·~\."'/·, . . . . . .,.. 

oniy a small propo~tion and have considerable scope for 
';! ... 'l • m. J. 

expansion. 

i.'s . Iri the s~~ond. g~~p' oi St<tte's, th.e'· percer;1tag'e·s· of 

cultiv~tors borr~wing fr"om 'co-ope;atives' as' {..eii· a's i'rom all 

sources are on the high side. However, dispari~ybetween the 

two is highest 1n Kerala and Andhra Pradesh followed by 

Gujarat, Uttar Pradesh and Punjab. In the remaining three 
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States, namely Jammu & ~shmir, Madras and Ma~rasJ:J.tra the 

dis~)~rity ~s leas-b. It fs also noteworthy that Jamm~ & Kashmir :;. - . . 
has the largest proportion of cultivator households borrowing 
_... l 

from co-operatives at 43.2 per cent and it is also in that 
' ' . . . . 
Scate that the co-operatives are.lending to more than 86 per 

cent of the cultivators borrowing from all the sourdes. Next 
. ·. /l?~ad . 

. tor Jammu & Kashmir it is in Maharashtra that the co-operatives 
, - , L . . 

are lending to nearly 70 per cent of the total borrowing cul-

tivator households. 

1.7 From column 4 it is seen that in the first group of 
. . 

States, of the_total number of borrowing cultivators, the 
' . 

. proportion borrowing from co-operatives was relatively +arge 
~· . . . .. . I . . 

_qnly in Madhya Pradesh and Orissa. 
. ' ' ( -

In the remaining States, 
. ) . . -

co~operatives catered to the needs of only a small percentage 
. 

of those who had to borrow. In the second'group of States, 

this proportion_was higher than in any of the States of the 
. . _. . 

first_group, thus indicating a better performance by the co-
~ r ~ I . ' ' , l \. • • 

operativ~s •. Among these States, the proportion was highest 
' • • .' • • f -.. •• •• 

in Jammu.& Kashmir at 86.4_per ce~t ~oll~ed by Madras, 
. . ' .- ' . '. . . ;_. . -, . . ' 

Mahara~htra and Punjab, in that or~~r. In Gujarat half the 

porrowing cult;vators were found to be borrowing from co-
. . 

operativE;~ credit societies. 
-~-~ ... !.r •. ~ .... 

In the remaining States, the 
0 "' r f 

proportion was less than half, the 
• ') . ·_r .~: • ., . • .. ,~ : 

proport~on in Kerala being 

least at one third.· . ' . ·. ' ' 

.2. COVERAGE OF VILLAGES: 
;; r.. ;. ~oj" _. .• .t··. ,_ l 

_2.1 The low figure of borrowing members may be the result 
'- l . ·- . .....- ... . . . ' ! ' ' •. . i 

t;>f many f?-ctors. Inadequate coverage o~ villages by 

agricultural credit societies might be one of them. The 

.. followlng _table 

., by a.gri.c,ultural 
... :.. '-

States •. 

gives. the prop_ortion of_ villages covered 
. ' ... 

credit societies for the two_groups of .... 
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TABLE II 

Proportion of villages covered by 
agricultural credit societies(per cent)· 

State 

First Group 

Assam 
Bihar 
Madhya Pradesh 
Orissa 
~.jasthan 
West Bengal' 
Delhi 
Himachal Pradesh 
Pondicherry 
Manipur 
Tripura 

Second Group 

And.hra Pradesh 
Gujarat 

Jammu & Kashmir 
Kerala 
Madras 
Mahara sh.~_ra 

' M:;sore . ; 

- --'-· Piui3a.b · ~ ·- ·· · 
Utt<>.r Pradesh 

1957-58 

36.4 
32.3 
54.7 
41.3 
32.3 
46.9 
89,3 
98.8 
75.9 
6.4 

17.4 

61.1 
95.3 

(59-60) 
69.3 
98.3 
82.4 
92ol 

(59-60) 
77·7 

. 71.5--
56.5 

. . . 
1961-62 

65.1 
60.5 
74.6 
46.6 
67.2 
6?.7 

100.0 
100.0 
100.0 
42.0 
22.0 

r 

80.7 
99.7 

75.1 
100.0 
100.0 

96.9 

82.0 
(60-61) 
95.5 

100.00 
-- 2,2 . · It will be seen from the above table that in all the 

S~!!tes in the first group, excepting Delhi, Himachal Pradesh and 

Pondicherry where there was full coverage, :there was considerable . .. . . 

,leeway t? be made' in terms of extending the co-operative credit . . . 
,moveme~t'to the villages, even in 1961-62. It is, however, seen 

that exc.epting ~n·· Orissa, there is good progress made in terms 

of coverage of villages between 1957-58 and 1961-62. It is only 
\ .. 

in Orissa· that rto't only the proportion of villages covered by • 

co-operatives in 1961-62 is low but the rate. of progress is also 

slow. In Manipur'inspite of a rapid progress in coverage of .. 
villages; the position in 1961-62 showed an unsatisfactory cover-

. . . . . 
age. In ~ripura the progress in coverage was only gradual and 
' . -
·the position attained by 1961-62 was still extremely inadequate. . . 

2.3 · In~~~ second group of ~tates, the_proportion of 

villages covered by agricultural credit societies is satisfactmy 

in·all States excepting Jammu-& Kashmir. S~me ~f the States 

have reached or nearly reached the-full coverage, Only in Jammu 

& Kashmir the percentage of villages covered was l:.wer at 75.1 

per cent in 1961-62 and the rate of progress was also slow. 
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3. DORMANCY OF SOCIETIES 

3.1 Where villages are covered by credit societies, at leastthe 

organisational frame-work of credit can'be. assumed to be in 

position in tl).e village. However, if the· soclety in a 

.village is dormant, it is nearly as bad as the village 
' . 

having no cre4it society at all. The proportion of villages 
• • • 

• covered by dormant societies therefore becomes relevant. Table 

.III below giv~s the proportion of villages in which the 

.soc~eties were dormant over the years 1959-60 to 1961-62 

for which alo.ne- figures are available. We have not attempted 
·-

-to work out the proportion of villages covered by living 

· •societies alone as it is likely that in s'0me States both 

-·types of societies may be existing in th~_same village • 
• • j • 

TABLE III ' 
Proportion of villages covered~by dormant 

societies (per cent) 

1959-60 1960-61 1961-62 

First Group 

Assam 
Bihar 
Madhya Pradesh 
Orissa 
Rajasthan 
West Bengal, . 
Delhi · · ' 

_Himachal Pradeeh 
Manipur 
Tripura .; 

Secpnd Group 

Andhra. Pradesh 
Gujarat · 

' .~ Jammu &: Kashmir 
Kerala 

. Madras 
Ma.harashtra 
Mysore · .'. 
Punjab 
Uttar Pradesh· . - ' 

N.A. 
21.4 
2.8 

ll.3 
'14.8 
26.5 
38.7 
13.4 
4.7 
1.2 

_._, 

.,.. . . , 4.3.' 
6.5 

u.6 
N.A.· 
N.A •. 
. 2.8 
N.A •. 
8.3 

·N.A • 

7~6 
14.3 

3.5 
8.6 

20.3 
26.5 
N.A. 
N.A. 
3.3 

N.A. 

'10.2 
12.0 

5.3 
16.4 
25.5 

. 34.2 
29.4 
N.A. 
20.0 
8.7 

8.1 
5.7 '• 

N.A. 
21.0 
8.6 
6.3 

N.A. 
6.9 
6.8 

3.2 ·" .. It will be. seen. that the position in regard to. 

~· 'dormancy in the first group.was particularly bad-in West Bengal, 



Rajasthan, Orissa, IJelhi and l;.anipur. 

of vilJ,ages under dormant societies to 

'l'he percentage 

total number of _ 

villages·was on the increase in these States between. · 

1959-60 and 1961-62. In Bihar, howeve~, the percentage of 
' ' 

·. dorwmcy 'which was 21.4 in 1959-60: declined~t~ 12 in 

1961-62. Even in the second group of States, the position.: . 

in regard to dormancy is, not satisf::J.gtory. In Kerala., 

the proportion for 1961-62 is high at_2~ per cent. In 

Andhra Pradesh, Madras and Maharashtra, dormancy did not 
' . . . . 

sh?w.any signs of.decline. 

4. TREND IN MEMBERSHIP COVERAGE 

4.1 .. The. following table gives the. membership of 

coop~rative credit societies for the years 1957-58 and 

1961-62, and the percentage. this membershi~ r~pres~nts 

in. terms .of rur~ population. 

' 
TablE'I IV 

• 

---~~:------------------~----------~-~--~-~---~-~~~- '~ 

State 
Membership of agricul~ai 
credit cooperative socie­
ties · (in thousands) . · · 
1957-58 1961-62 

Percentage to 
rural. population 
in. villages . · 
served by credit . 
-co-operative 
societies in 

1961-62 
-------~-----------------.----------------------------_,-_ : . . r 

First Grou:e 

Assam 122 291 20.5 
·Bihar 530. 1066 24.4 
Madhya Pradesh .589 1024 21.8 

286 :436 20.;4 Orissa 30.4 Rajasthan .~- 277 771 
·" ·w elft Bengal 460 622 ~9.0 ... 

Delhi 18 23 

""" 
35.4 

Himachal Prades.h . '50 "72 ·28.0 
Manipur 2 24 21.4 

.. 2 .. 10 19•2 -Pondicherry ' 
Tripura .. 20 54 N.A. 

" 
Second_Grou~ 

Andhra Pradesh 1104 1572 N.A. 
Gujarat ·; · N.A. . . 895· . 3o.o-

245 %4.0 Jammu &: Kashmir 190 
985 .. ~. 4.0· 

Kerala 434 80.2 
Madras . 1057 2908 
Maharashtra N.A. : 1.991 . : ~ 36 .2. 

895 1358 N.A. 
Mysc:.re 



1 
Punj;b 
Uttar Pradesh 

2 
854 

1863 

1.2.0 

....L 
1427 
.3797 

_L 
N,A, 
29.5 

(Rural population covered by co-operative - · ' 
s.ocieties is taken to be fiv~ times the membership) 

4.2 It is seen that while the percentage of rural 

popUlation covered in villages served. by cooperative credit· 

societies is low for all the States in the first group, there 

has been a general trend of increase iri membership in 

all the'St~tes and the rate of increase is particulariy high 
, . 

in Rajasthan. On the other hand, it will also be seen tllat-

in West Bengal not only the p-ercentage of rural ·population · 

covered is very low but %kat the rate of increase also is 

very low, in fact the lowest among the group.of States, 

4.3 In the second group of States·, Madras had the 

highest.percentage of rural population covered in villages 

served by cooperative credi~·societies in 1961-62 at 80.21 

Jilliib.:.~ while-the.percentage was_low_in_Guj_arat.at 30.00 

and Uttar Pradesh at 29.5 •. Figures were not available for . ft}r-~ 

:~~hra Prades~lanq_ Punjab. B_e~n- ~-n the context of cent 

per cent coverage of villages in Guja~~t and Uttar Pradesh, 

it is clear that in these states there is particular need 
-.-·.--:.-·- ··--·-· 

for increasing membership, now that the coverage in terms .. :::. 

of villages is almost complete, - -- -. -
. ' 

4.4 .The progress in terms of membership would not, 
'!;_ ,. ) ·' 

howeve:u.,·· show the full picture of the utility of the 

co-operative credit societies to the rural population. The ' . . . -
proportion of total members who actually borrow has also . . . 
to be -taken into consideration, It is quite likely that ·not 

'-- ~ . 
all the members would feel the need to borrow each year 

and a part of the members may also not be eligible'. to 

borro~~due to certain'·reasons such ~e. default on their Pa.rt 
. . , or a,zain due to the default of the society 

in repayment of old l,_oans or the dormancy of the societyLin 
~ . --

repayipg the central bank loan upto the minimum perpentage 
t .. 

' . - . ' 
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,Pr_e·ec;::t;ibedl etc •.. The fpll~ing t~l,>l~ giyee, the 

, ~e~be~e who_ borro1fed dur:j.ng 1959-60 to 1961-62 . . . . - . 

proportion of 
' 

to ,total 

lJlembere of the agricultural credit e_ocietiee.· 
l ._. ' 

Table V 

Proportic)ri of' members who borrow to totalJ . 
members of the agricultural credit societies 

- . • j 

! ,. -, 

·First-Group ,, 
Assam 
Bihar 

... 

Madhya Pradesh 
·orissa _ ·. · 
Rajasthan · 
West. Bengal . 
Himachal Pradesh 
Ma.nipur 
;E'ondicherry 

.. · Trip)lra 
Delhi 

Second Group -

· Andh.ra Pradesh 
Gujarat:.·:_ · ' 
Maharaehtra 
Jammu &: Kashmir 
Kerala 
Madras 
Myeore 
Punjab 
Uttar Pradesh 

_ All India · · · - · 

(per cent) 
1'959-60 1960-61 1961-62 

N.A. 35.20 12.75 
23.94 '25.91 .. 27.67 
67.93 72.47 67.18 
35.23 40.09 35.32 
52.04 42.49 34.89 

•37.65 • 39.58 ' 44.50 
9.52 5.97 6.94 

1oo.oo .•! 93'o75 20.86 
60.00 55.55 70.00 
30.00 . 34.04 18.52 
49.90 N.A. N.A • 

. . •, ~ .. 'l 

52.13 49.30 52.54 
70.00 . 64.94 - 64.9l 
60.94 66.99 67.08 
94.84 9-5.00 85-.71 
43.65 47.89 44.26 
52.7l- 47.93 46.63 
5l.04 52.00 46.47 

. 55.41' 43.37 48.06 
87.13 ?~·00 - 54.57 

59;14 
. ··:_ 

52:6:r 50.89 .. 

· · 4~5 .. · The prop~rtion bt borrowing members has· decreased 

f6r the country ·as a whole duri~·"the three· years. In 

the fizlet group·of Stat~e, it ia·'obeerved that the position 

in 'Assam, Bihar and Himachal P~adesh is Un8at.iefactory 
' . 

iri 1961-62 compared with the Ail ·India average and 

that in Orissa:, Rajasthan, Manipur and Tripura only a 

~ittle lese eo~· OnlY in Madhya Pradesh' amongst the 

States in the first. group, the proportion of members who 
. j . ; 

borrow to total members. is quite high at 67.18 per cent 
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anu is even higher than the All India average, When the trend 

over the years 1959-60 1 1960-61 and 196l-6? is examined, it is 

found that the· unsatisfactory position in Assam, Rajasthan, 

Himachal Pradesh, Hanipur and Tripura in 1961-62 is combined 

with a falling trend during the three years. In Bihar and 

~:est Bengal the picture is a l-ittle better in that though the 

situation in 1961-62 is not satisfactory, there is a rising 

trend -in the. percent age ··<>f- .memllel's··.Who ·.borrow. 

4,6 · In the second group of states, the proportion of 

borrowing members to total members was less than the All India 
.-. -. ..-. 

average in _1961-62 in Kerala, Madras, Mysore and Punjab. In . . . . . 
Guj_arat, though the. proportion was 64.91 per cent in 1961-621 

• • 
there was. a falling. trend over the years. A dec_reasing trend 
. . 

is also noticeable .ih .. Madras, Jammu & Kashmir' My sore, Punjab . .. 
and Utta~ ~radesh, the fall in Uttar Pradesh being particularly 
• • . that 

s:teep. I.t was only. in Andhra Pradesh and KeralaL the percentage 
• 

of borrowing members to total members remained more or less 

constant and in Ma:harashtra alone it showed a rising trend • . 
The case of Jammu &. Kashmir is a uni.<pe one in that though there . 
was a falling trend, the -:Level of borrowing members in 1961-62 . . 
was very high at 85.7 per cent. 
. . .. . -

5. ·· PERFORMANCE OF AGRICULTURAL CREDIT 
. SOCIETIES IN MEE:riNG THE CULTIVATORS' 

REQUIREMENTS OF FINANCE. 
• • 

An assessment of the requirements of credit of cultivators 

met by co-operative credit societies, can be made from the amount . . . 

of loans issued by co-.operatives as .well as the requirements . . . . -

of credit of the c::ultivators. As r~gards the latter, a broad 

idea.of the.requirements can b~ had from the a9tual borrowings 

of the cultivators. from all sources as reported .. in the All­

India Rural Debt and Investment Survey. Data are not available 

separately for borrowings for short, medtum and long-term 

purposes. It is also not known.what parts of the total borrowings 

of the cultivator households were fo~ agricultural and non-
- . 



agricultural purposes. A comparison can, however, be made usefully . 
. between· the average t6~~1 b'orrowfngs of cultivator households 

which reported borrowfngs 'during -i'9S1-2 according t~ 'the Rural 
- ... , ·. ,- .. • ,.. . I . ' I i .. 1 I '" ,· •• 

Debt 'and· \Investment Survey and' the average quantum of credit 

made' available by ;primary agric)lltu·r"al credit s'ocieHes md 
... 

'land ·mortgage banks· during the same year. 

.' 

.' . ·'· - ·.:.·.·Taoie vi . · '.! r t .. '.' .: 

- ·- . -n--· .. ; -=- j· J - •. 

.Average borrowings of cultivator' households reporting 
borrowings and average loans .issued by primary. agri- · 
cultural credit societies and land mortgage banks in 

---~---~--~--~~~1~96~1-~6~2~-~---~·~------~·~;~-
' -. ·. (Amount in.Rupees) 

--7------~~~-:---~~~-~~----~r-~-~-;-~~------~------~~~---~-------
" Name of the State ·Total borrowings per Loans issued 

• ~ t ~ . ·Jcultiva~s>:r,.hogsehqld. by- co-opera-
.,. ' · · reporting-borrowings tives per 

borrowing 
member. 

----------------------------------------~--------------------------1-. 1'1 r! .1. '11' ·, .' j ? o'' ~ ,_. J 2'-' ' 3 

First Group 
.. · .i. r ,. 

1. Assam , . 
2; • Bihar ' · ' :. 
3. Madhya Pradesh 

:'·4.-·-0rissa:.\ -.- < ... 
5. Rajasthan 
6; .. •-west Bengal :· 

Second Group. 

Arld:tirac Pradesh-'···· ~ J"" ' ."1 'I 

174 
246 
339. 
266 

"523. 
258 . 

' •' 

.. , 

r 

: . ' 

' 95·-" 
83 

-270 ' 
.233 
205. 
170 

.r .,.. f~ ·-:·1/l_ , 1,... 

'468. . 298 7••-
8. 
9.. 

Gujarat . 
a::ammu :-& Kashmir 
Kerala 

611 . • l r 446-
, ~ _, - - 296 ·-· . t 63 

10. 
-lL. 
12. 
13. 
14. 
15. 

M I 
... ·j·•. 

' adras"· ~ · 
Maharashtra. 
Mysor1r" ' • ..... 
Punjab __ / 
Uttar Pradesh· 

, 

·-' 
320, --·~ • .. ~ ··152 ,j 
517 232 
435 ., -·-·,. ·- 347.: ' .. · 
517 . .. . 238 

~- ~~~~;· .. ; .:-.. . ; ~~~· 

All-India 
·-- ~ .:..-,.-...:... -- -- _.,._ 

-------- :~-:-;~3~.- 1?42' i-. i 1 : 'l ~ --.. 
---------------------------------------~---------'1'!'--------~------. ,• , . 

. . . . . . . ,, ~ . ' .· . . . 
5. 2' Col. 2 gives the avere'ge. borrowings .of. c.ultivator households 

. . 1 . ! •. .' J,. - - ~ 

_, It~ , ,.. l • i ··:.. + '"t . • ~ : • • • 

reporting borrowings accord:l,ng to _Rur,al pebt !j.ilA· -I-n,_l(es:tment Survey. 
1 t .. -.. ' ":' ..; ... , ( j .. 'J .- . - . ' . . .J . -· "l .- . • 

Col. 3 gives .the lo~ i_ssue~ bf !'rimary agfip~ultu_r~ c.redit. 
. . -.·. '.. .. . r . : . • - . 
·'societies an~ land m~rtga~: ~apk~.~e; mem~~r ?orf9Wing £rom the 

. , .. t' ' ' .J ·-. L .. . 

f:o'fu{e'r •. Comparing these twg sets~~f,figu;oes .. it ts;seen, t,tlat at 
., ' '· ...... .:: . + ;: .::; . ' • ··' .. . ~- . ~ 
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the .:Ul India level, the scale of .finance made availabJ,e per 

b~rrower member by the co-operative credit societies is about 
- - . ... . . . 

61.6 per cent of the scale of borrowings of culti.vator 
• :. . ,. . , T ; ,, , .,. . • • . , . . 

households borrowing f.Fom. all sources. Among the first group 

of States, in Assam, Bihar, Orissa and, West Bengal ~he quantum 

of finance made available by co-operatives as well as by all 
·-. --- . . .... 

sources is on the low side. In Madhya Pradesh, while the 

borrowings from 811 source's is not· very high the co.:.operatives 
' . . . . . 

appe.aJ!...to. ba .making. av.ai.l.abl-e· J.oans· relativ-ely: G>n--a-'higher 1 

-scale.· ·The case· of Raj as than is yet again different. :>/bile 

- .. the-seale· of-finance ·made· available· by-co-oper~ti·v~s· is·~ow, 
. I . . . • 

the borrowings of'cultiva~or households from all sources is 
' i' 

·very· high. 
. . 

.,_ .5-.3 • In -the ·second· -~_roup ·61'"·s-tat~·s; ··the · sc aie· or· ·rinar:ib'el iilade 

-- .av-dlabl·e -by--co-·operative'S""as welT-as !:if all soui'ces·"~ie . 

relatively on the high side. In My sore, Madras and~ Punjao .. 

while the average borrowings-from all sources are.high, the . 
loan-~er member made available by co-ope'rativ~s is'· relatively 

low. 

average borrowings from all sources are not high, .the co- , ·.---- ---: .. 
opera~ives appear to provide a relatively high amount._ In 

Guj arat, both the borrowings from co-operative as well: as .from 
"•. 

all .sources are on the high side. 
:~ ~ :.; . ''. 

In Uttar Pradesh .and Kerala, 
~ . , . 

botn.trpes of borrowings ~are. on a much smaller scale~ 
-. 

6. TREND IN CREDIT PERFORMANCE AT THE CENTRAL 
CO-OPERATIVE B..;NK LEVEL. · . 

r"" ' '~ : • 

6~1 ··The central co-operative banks are the pivots of co-

- operative-credit "in. the ·areas. as. th.ey -c~n;tit~t-e -th~-a~~~c;--
• ,.. - ., • • ...,. ' : r, • ·, ' ' ' .. • • - • ( 

.which meets the' credit requirements 'or the primary agricultur~ 
'1 -. :. ' .. _, __ .. _., ,··- "\ ,,<;, -: .;·-1 1'. ;·-:· '' 

: · -cre"dit ·societies. The progress of co-operative credit in 
. ·- -·: ·~ 

any· area can,· therefore·, b.e aiso sei:m reflected in the progress 
. • ,. . ,· 4: • ' . 

-in creaft· performance of ceb.tral co-operative banks, Moreover 

the stui'ly' at·• the c~nt':r~--bank ievel;~n-able~ th~- st~~ o~: .. 
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regional and local variations in the performance of co­

oper~tive cred_it in a State especially :in the_ absence of .. 
readily available data about the loan operations_ of primary 

agricultural credit societies in the regions and districts. 
, I 

In the .following paragraphs the credit performance qf the 

central co-operative banks in the different States is 

examined. As data ~n- the .. lqans issued by central cooperative 

banks to primary .agricultural credit societies alone are 

• not available, the total loan advances by central cooperative 

banks to all ~societies in its ~rea- ~e used 

··· e.sp·edally ··~~·.the. b~~ of ··t~e loan advances 

in this an~lysis, 
.... ...-

of"central co-
~ . ·. 
operative banks is likely to be to agricultural credit socie-... . 

ties. _Furth.er, advan_ces in the form of overdrafts, cash 
. . - .. 
c_redits_ etc. are ex~~uded a:s s~ch ladvance~~~~~-al 

modes of financing n_on-ap;ricultural _c:,~.;i.~ societi_es. The 

·following table. gives th~ -l<ran· i(i~S.~~es (excluding cash 
.. r .. . credits and overdraft~) of central co-operative banks _in the 

States from 1957~58 to 1962-~3. 

. Table ·vn 
crores) (Rs. 

.. J.n 

sr.No. _ State ·.57-58 . 58-59 ·59-60 60-61 61-62 62-63 -- First.Gi'OJ!r 
1. Assam .. r 0.99 1.03 1.02 o. 57 0.31 0.30 

2. ' B.ihar 1.21 1.16 . 1.58 2.12 . ' 2.66 .• . 3.81 . . ' 

3 •. i" Madhya 10.14 
' Pradesh 

;1.3.06 15.70 20.68 19.25 21.84 

4 • Orissa 2.24 .. ·2.36 3.12 3.48 5.10. 6.18 ... .-·. 
5. Rajasthan 2.75 .3.32 6.23 6.91 5.93 5.88 

6 •. -West. Bengal 2.04 2.26-:- 2. 56 3;47 4.57 6.00 

Second Grou:e 
7. Andhra 16.24 19.16 22.14 25.00 27.46 26.53 

·Pradesh .. 
8. Gujarat 20~43 21.44 ·21.87 24.68 

9. Jammu.&. 0.27 1•47 0.66 0.75 ,. _1.15 0.85 
Kashmir 

10., . Kerala ·· 1.24 2.36 2.72 3.32· ' 4• 70 6.09 

ll. Madras 11;13 16';46 20.46 26.41 35.19 40.69 
" ' 51.78 12. Mahar ash tra 41.32 51.25 50.91 

13. My sore . 10.00 ' 13.13 14.'38 18.50 15.50 13.44 . 

14. ' Punjab. · 8.30 a. 54 .12.30. ll.72 14 • .67 14.47 

15. Uttar 10.22 13.87 ~~;8g 27.67 32.30 22.1~ 
Pradesh 104.14 132.47 1 .4 223.28 244.57 252.2 

====== ====== ====== ·=~==== ====== ====== .. • 



6,2 The relati-;:,e·perfor~ance of the different States in 

respect of lo~ advances by central banks will be better 
. . . . 

brought out by considering the ~ount.advanced per head of 
.. 

rural·population in each State in each year. These figures . . . . 
are given below: 

. ., 
Table VIII. 

Loans issued by centrai co-operative 
bank,s per capita ,of rural population 

-·---- (Amount in Rupees) 
57-58 58-59 59-60 6o-6l 61-62 62-63 

First Grou12 

Assam(Plains) 1.01 1.87 1.05 0.58 0.32 0.31 

Biha:r ·- 0.28 o·.27 0.37 0.50 0.63 0.89 
.. 

Madhya Pradesh );57 4',64 
. 

·5. 58 7.14 6.85 7.76 

Orissa 1.56 1.37 1.90 2.12 3.10 3.76 

Rajasthan 1.63 1.98 - 3. 70 4-13 . ). 54 ),51 

West B'engal 0.72 0.79 0.90 1.12 1.61 2.11 

Second Grou12 

Andhra Pradesh 5.44 6.42 7.29 8.38 9.20 8.89 

Gujarat -6.18 - 6.66 13.27 14.03 14.27 16.19 

Jammu & Kashmir •1.75 . 9.52 4.27 4.83 7.44 .2!51 

Kerala 0.86 L64. 1.90 2.31 2.89 4.24 
--·- •... 

Madras 4·25 '6.27 7.70 10.07 '13.54 16.48 

Maharashtra· 5.88 .· "8,67 ~14.53 18.04 17.54 18.24 
. 

MyS6re 5.29 7.o1· 7.33 9.95 8.25 ·?.36 
. .' .. . · .. ' 

· Punjab 5.10 .. 5.25 ·7.50 7.24 8.96 8.90 

Uttar Pradesh 1.75. 2.34 . 4.1Q. 4.67 5.62 6.70 
. .. . . 

6.3 It will be seen f~om the ~bove. table,tliat Assam alone, 

amongst all the States, shows 

. years in tHe per .capita :·lbans 

a decr.easing.xrend over the 
·~ - -·-·-· _, 

issued by the'eentral co- · 

operative ·banks, .The increase in loan per, capita is only 

,very gradual ·in the case·of States such as Bihar, Orissa, 
. and . 

Rajasthan LWest Bengal, the rate ,being .~owest i~ Bihar .and 

·highest in Orissa ·among these 4 States. Madhya Pradesh~.' 

. however, .recorded a high increase in loan ~dvances by central 
' · •· · · · • · that in · · .. 
:bank~, .tbe.rate o! _increase being higher thanbeveral States 

· j.ndic.~ted :i:n the ~.econd group. , 
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6.4 A~ong · tb.~ States'~ in the. ·sec~nd group; the highest· rate· 

of inc;ease ·is dbse~~ci iD. Madr~s and Maharashtra:, followed 
·. . . :. .·1 . ' . . . - - . . 

by Gujarat. The rate'of.increase in uttar Pradesh, Andhra~ 

Pradesh·, ·Jammu & ~s~i~, Kerala and Punjab ·was on a· much1 

1~W~~ s~~le ana th8. ~ate' d·f iD.ci-~ase· .in MYsore was··the·;lowest · ·· 
. --:,} : l· . - - ~ • . .. ; 

being on par-with. Orissa in'the first group 'of states. 
~ '-~-

7. LoA.Ns ±ssu:ED ·BY cENTRAL 'i:ooi>ERA.TrV'E · : ·· · • 
·,BANKS PER HEAD OF RURAL_ POPULATION. . . . . . " 

. '· , 
7.1 .The Statewis~ data in_. res;pect_ of .loans issued by all 

• • • • - ~ ' • ·. ~ _. .L : r \ ~ • · '.! • 

the central co-operative banks in each State per head of rurai .. , ~~:- .-:-

population if;: set _out in T-able IX be~w_. 

Table IX . 
. . 

• Rankings of States according to loan amount 
issued by central bankS per head of ruml ' : 

population in 1962-63. 

States . _ , . Loan per . 
capita · 

• - . .P§ 
First-Group 
~- .. ~---~­

Maharashtra 
Madras , 
Gujarat· 

(•.:. - . 
Second Group 

"r 

P\lnjab 
. Andhra Pradesh 
Madhya Pradesh 
My sore 
Uttar Pradesh · 
Jammu. Ql: Kashmir 

Third Group 

Kerala 
Orissa 
Rajasthan 
West Bengal 
Bihar . 
Assam 

··18;24 
16.48. 
16.19 

8.90 
8.89 
7.76 
7.36 
6.70 
5.51 

4.24 
3;75 
3.51-
2.11 
o.s9 
0.31 

_States 

'Ma.i1~rashtra 
Madras 
Gujarat 

,... ... 

Uttar Pradesh·: 
Madhya Pradesh 
Punjab · 
Ja:nmu & .Kashmir 
Andhra Pradesh' 
Hysore 

Kerala 
Orissa 
Rajasthan. . , . 
West Bengal 
Bihar . , 
Assam 

I 

Annual rate 
· of increase 

Rs s ,. 

-2~47 ' 
2.45 

.. ·2.00 

0~99· 
0.84· 
·o.76 
0.75 

'-0.69 
o.~,_ 

. . 

0.68 
·-~0.44 

.0.38 
o:.28~ 
0.12 .. 

·Negative 

7.2 ··The--data !3how that the central banks: in ·MaMrashtra, '· 
, ·, ( ,· "' ' ' ' "1, ' ' r 't 

Madras & Gujarat, in that· order, issued the· highest loans· per' 
- ' \ . ' ••. ~ '• - . . '• .·- . . .- . ' I . . 

head of rural population according to data· for the' year 1962-3. 

The lo~n ~mo~t:s per head of rtirai population in these· t~ee' · 
•• < ' •• •• • • - • • ·1- • ~ : . . • . 

states we·r·e betwe'Em Rs'i5 and Rs ·2o; The' next group of States· · 
• : . . i . - ' . -•.. ' - .· .. . 

in which the loan amount ·varied from Rs 5 to· Rs 10·, -were - · -

punjab, Andhra Pradesh, Madhya Pradesh, My-sore 1 Uttar Pradesh 
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anq"Jammu & Kas~ir, ~,the descending order of magnitude. . ' . -. ~ " .. 
In the remainin~ six s~_ates forming the Third Group, viz., 

.. 
Kerala, Orissa, Rajasthan, West Bengal, Bihar and Assam, in 

' 
that orde~ 7 ,the loan a~ount.i~sued per ~ead of rural popula-

tion .by the central banks was less than}s 5/ -.. It is inte~est· 
·- -· -

ing to no!:e that the three . States in the First Group and the 
• ' -, ~' '• "r: ~.l I : -:· ; 

six State~ in the Third Gr9up have, the same rf).nk:j.ng accord~ng " 
- . \' "-· .. - . -- . 

to both the critez:ia, namely, the "-3;evel~.Q.:C .credit per b.ead.;._of · 
r . •. . 

rural popul'at.ion and the annual rate. of increase in such . -
~. ' 

credit. 

In studying the position relating ~o iridividual·central 

co-operative banks in the diff&rent States, we may classify 

the banks'b~th accordihg'to annual rate of increase· registered 
. ... .. ' 

in each cAse··and-'the·l~vel. ~f·'credit -reached.in 1962-3, the . - . 
'j • -

latest year for which data are available." Where the· annual 
. ----- --· ----=-- - ~ --.-
"rate or increase is found to be negative, deterioration in 

credit has occuDred. Where the annual rate of increase ranges . . . . . .. -.,. _. ' ~. ··' ·- · ... ' . .. 
upto Re.o~so, we may assume that credit. is more or less 

stagnant. Where the rate of increase ranges from Re.o.so to .., 
. -- - ··-

Re.l.OO per annum w~ may assume that" the progress is slow. :-: -

It i~:only in cases where the loan per·head of ~ral poptila-
. .. . ·. 

tion.increases annually ·by more than" Re~l/- that it may be 

consid.~red that the bank is making some; progress in its .. ". ·· 

credit performance. 
F -

"As regards the levei of .credit r~ached by a bank 
' .. . ·. 

durinf1962-3", the classi.fication may" b~ (a) upto Rs s, 
~ " . . . . . ; ' . . . 

(b)_~· 9 to Rs 10, (c) Rs 10 t.o Rs. 20 and (~) above Rs 20. · If'' 

the leveL.reachedi.s a substantially high figure, it does 
-.·;. --·I o ' '• ,· 

not. call for immediate ~ct;ion even thoug~ trere may be 
• , ,1_ • - ' • I o 

.~tagnation in respect" of growth or even a slight deteriora-
. ;. • • • • J - , • - . • • . . -r . . - ' 

tion." , Where the level" of credit reached during 1962-3 is 
d • - ·- - ' ' - ' • ' • ~ f • ·. _: - . ,' ' -~ - . :-

very low and where .deterior~tion or stagnation in credit 
•.. • • ' • • - o - I' 0 • '_./ I 

is found to have- occurred, individual cases will have to 
t ·• • • :1 

' 



be investigated in greater· detail to find out whether. the 

reasons;for the deterioration or st~gnation are removeable. 

On the basis of~the·above classif.ication, the following 
' 

position is found iri the different· States. 

Eastern Region 

Among the States'in the Eastern Region, the .performance 

or Assam appeared to be the most disappointing as in this 

State the average level of'credit per head of rural populat;i;on 

rettched· ;l;n 1962-3 was extremely low (J:le.o .• 31) and the trend 

;l;n such credit showed a decline. The credit performance of 

each of the central banks in Assam was also found tq_ha.v~ 

shown deterioration and ·the level of .credit 'reached by these 

- central banks by 1~62-3 was also much less ~han ~ 5 pe~ head 

of rli.ral: populat.ion. In West Bengal; the level of cr.edit · 

per head of rural population reached i~ 1962-3 was only 

~ 2.11 and the armual rate of increase was :low at.Re. 0,30 

indicating _an overall position of stagnation·. As regards· 

individual central banks .;in West Bengal, although deteriora­

tion in credit was not found in any bank, in all central 

banks except .'the Burdwan, Kalna, Tamluk and Midnapur banks' 

growth was more or 1 ess stagnant and the level.· of :.cred:!t 

reached by· these banks wa·s also less than Rs·. 5 per head of 

rural population. Bihar' State is characterised by .a ·very. 

low average level of credit reached'in 1962~3 Re.o~B9 per'. 

head of rural population) and also a .. very low- armual rate 

of increase in such credit at Re.O.l2. As regards individual 

central banks in Bihar, deterioration in crE.dit was noticeable 

only in the Samastipur Central C.o-operativc Bank. However~ 

in ail the other banks stagnation in credit was observed. 

The level of ·credit reached by all central banks in Bihar 

was also much less tha,:l ~ 5 per head of 'rural ·population., 

Ii:i or:i.ssa, ·which .showed a be_tter picture asc compared to the 

other States in: the Eastern Reg:ton, thiflevel of creQ.it .per 

head of ru'ral populatloh in· 1962:-3 was·~ 3.76 but the . 
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annua!- rate of' ·:rncrease was less thanRe. o.so. · In the case 

of·indfvidual central banl~s in Orissa, deterioration_in credit 
I 

was not found to occur in any central bank. In the Aska.· 

Central Eank in the C~astal Eegion, in the Boudh, Dhe~nal, 

Keonjhar, Nowrangpur and Hayurbhanj central bank$"1n Cent_ral 

· Orissa and in. the Bolangir, Bhawanipatna and Sundargarh 

central banks in Western Orissa, stagnation in credit was 

found to have occurred and in these banks, the level of 

credit. reached was a2so ~ower tnan ~ 5 per head of rural 

population. 

Northern Region 

In Uttar Pradesh, the level of credit per head. of 

rural population ·reached in 1962-3 was ~ 6.70 but an encourag­

ing feature is the relatively high annual rate of increase 

recorded in this State. Out of 56 central banks in Uttar . 

Pradesh, deterioration in credit. was· observed only in th~ 

Bijnor bank in Western Uttar Pradesh. In the Dudhi, 

Ramnagar, Bara Bank!, Makhdumpura, purwa, Bahraich, Bast!, 

Faizabad, Balrampur, Ranipur and' Pithoragarh central banks, 

stagnation in credit was observed and .in these banks the 

level of credit reached was also less than ~ 5 per head of 

rural population. In Punjab, although for the State as a. 

whole,,a fairly substantial level of-credit_was reached in 

1962-3 and the annual rate of increase in such credit was .·,. 

also satisfactpry, deterioration in predit was noticed in, 

3 central banks, namely, Rohtak, T~rn Taran and Phagwara. 

In the Ambala, Hissar, .Karnal, Gurgaon, Dasuya, Fazilka 

and Kangra central banks, stagnation in credit was observed 

and with the exception of the first 4 banks' the level- of 

credit reached by them by the end of 1962-3 was also less 

than ~ 5 per head of ·rural population. In Rajasthan, the 

level of credit reached in 1962-3 as well as the annu~l rate 

0~ increase were ver~ low; the former being less than ~ 5 

and the latter lsss than Re.o.-so. In this .State _with 25 ~· . 
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central co~operative banks, deterior~tion in credit,was round 

to have occurred in as many as 6 centl;'al 'blitnks, J?.amely -·in _ :_ 

Barmer, Jodhpur, Jhunjhunu, Sikar, Banswara ·and_Sirohi B~nks. 

Again; in as many as 9 banks, stagnation in credit had 

·· occurred, namely in Bikaner, Jalore, Nagaur; Pali, Bhilwar9: 1 , 

Sawai Madhopur,·Ajmer, Dungarpur and Udaipur. -With the 

exception of the Kotah, Tonk and Jhalawar. banksamopg the.~5 

banks· 'or the State, the. level· of credit reached by tile. central 

co-operative banks in 1962-63 did. not exceed Rs 5 per head pf 

rural population. In Jammu & Ks.s1'4nir, the level or. 

cred'it" per' capita reached in 1962-3 was only slightly,., mor~ 

'than Rs 5 and the annual rate .of i:1cre11se ·was P.e.0.75. Out·. 

of the-3 central banks in the State, the performance of the-. 

Baramulla bank alone was not. satisfact.on· as· some ~tag~tion 

iri credit was noticeable ;l.n this bank and the level of credit . ' . ;; 

. \ 

per head of rural populat'ion reached in ~962-::3 ·was lowe:~;" 

'than Rs 5. 

Western Region 

· . Among the States in the 'Western Region·;, the· p9sition 

in Madhya Pradesh presents a relative1y·unsatisfa9tocy .. ·· 
I 

picture as the level or credit per ·capita reache4 in 1962-3. 

in the ·state at.Rs 7.76 was low a,· compared to Maharashtrl:l.; 

ana·· Gujarat and·the annual rate ot: increase in .suc'~i credit. 

was also low at Re.0.84. Deterioration in cre~it·was noticed . -. - - ' -

·in' this State in 4. central banks, 'V'iz. ·Sohagpur,, Kor,ea, 

Ratlam and Shajapur Banks. Stagnation in· Jll_redit·was '•:_._ -

·observed in 18 other banks 1 viz. Bas tar,· Ra ipur ,_ Raigarh '· 

Ha:hangabad,· Si'hora, Narsinghpur r- ·s.agar, Balaghat-,- Bet,ul, 

Chhindwa:ra., Maridla, Surguja, Se:bni,. ;Thabua, · Susner , .. SB:nawad, 

Rewa,· and ·Shahdol. Excepting in Sohagpur;_ Ratlam an<j.!' . 

. ·ShB.japur in the first. category and in .B.aiwr, Narsil)ghpur-, · 

Sagar; Susner and Rewa,. in the second category, ~h~; leyel ; 

or credit per- capita reached in 1962-3 .was -less than Rs .5 • 

• In Gujarat,-both the level of credit per,capfta reached-in 



1962-3 and the annual rate of increase in such creqit was 

high· at 'Rs 16.19. and Rs 2~00 respectively. Although the central 

panks·in Gujarat had reached a satisfactory position in regard 

to credit 'per head or 

credit was noticeable 

rural population, deterioration in • 
in 5 central banks ,_ namely, the. Bhavnagar, 

Kaira, Junaga•lh, · Morvi-Malia and Rajkot banks.. Of these, the 

level· or credit -in the last four baLks ranged from Rs 10 toRs 20 

per capita ·and in the Bhavanagar Bank, it exceedeq Rs 20. 

Although in Maharashtra, the level.of credit per capita 

reached in 1962-3 and the annual rate of increase in such 

credit we.re the highest among all the States,. deterioration. 

in credit was· noticed in the Kolaba and Poena Banks; of these 

the level of credit. reached by the .Kolaba bank was between 

Rs 5 ard Rs 10 per head of rural populati()n while that in Pqcma 

e±ceedea R5 20. In Ratnagiri and Thana banks, stagnation. in. 

credit was noticeable and in both these banks the ,level of 

credit reached was lower than Rs 5 per head of rural_popul~tion. 

Southern Region 

Among thee southern. States·, Madras presented the best 

picture;followed by Kerala. In Madras~ .the level or credit 

per capita reached in 1962-3 was as high as Rs 16.48 and. the 

annual rate of ~ncrease was also high at Rs 2.~5. In all 

the bank~Lthe Madras State; both. the lev~l .or credit reached 

and; the progress in such credit were ~at~stacj;ory. :rn Kerala 

·slow progress was· noticed in the Alleppey ,_.M::.labar, .Kottaya!D, 

Quilon and Trivandrum central :banks .and in all these banks 

the level of credit 'reached was als.o less than Rs _5 per. head 

of rural population~ In My sore ·SJ;ate ,. 

dredit rea-ched 'was fairly satisfa-ctory 

althoug~_the level of 
• • • F i" 

at. Rs 7.40 per cap~1:a, 

the annual rate of "...ncrease in such credit was low at :(.ess. · 

than Re.~0.50. In thfs. State in as many as six central bal;lks, 

namely the· Raichur, Kolar, Hassan, Chitaldurg, Bangalore and 

MYsore banks, deterioration in credit.has been observed. In 

another five banks, .namely, .in the Twnkur, Gulbargat Bijapur, 

North Kanara and Chikmagalur banics, the loan ~G.vances showed 



stagnation in recent years. In all the six banks of the 

first category and in the first two banks of the second 

category, the level of credit reached was lower than~ 5.00 

per head of rural population. In the Bijapur and Chikmagalur 

Banks, the level of credit reached ranged from~ 5 to~ 10; 

and in the North Kanara Bank, it was~ 10,50. In Andhra 

Pradesh, both level of credit per capita reached in 1962-3 

and the annual rate of increase in such credit were fairly 

satisfactory. Deterioration in ~redit was noticed in this 

State only in the Nellore Central Co-operative Bank, where 

the level of credit reached ~ras also less than Ps 5 per head 

of rural population. However, in as many as 10 central banks, 

stagnet_i;n in credit has occurred. The banlts are the 

Srikakulam, Chittoor, Cuddapah and Kurnool banks of Andhra 

Area and the Mehboobnagar, Adila bad, Khammam, Bhongir, 

Nalgonda and Warangal banks of Telangana. Among these banks, 

with the exception of Chittoor and Bhongir banks where the 

level of credit reached ranged from ~ 5 to ~ 10, the level 

of credit in all the other banl~s was less than ~ 5 per head 

of rural population. 


