,_Note I

. Revliew of implementation of the recommenda-
tions of the Rural Credit Survey Committee and
the Committee on Co=-operative Credit. .

L

I. Introductorx. |
‘ A broad frame-work of pclicy in. resard to the organisa-

_ .
tional structure and Operational principles and methods of .co-

operative agricultural credit, can bﬁjsaid to have been evolved
as

over the last elght to nine years and[bome to be accepted .
| B

by all ooncerned in the country to-day. This 1s, by and large,

based on the recommendatione of the Rural Credit Survey ;. .
Committee and the Committee on CO-Operative Credit under the: -
Chairmanship of Shri V.L.Mehta, as generally agreed t0.Dby. the
Central and State Governments, 'the Reserve Bank and the. Co=. .3
operative Movement. For explaining the inadequacy of the .
progress of co-operative credit in parts of the country, which

has become evident of late, it is, therefore, relevant to

examine how far thi= can be attributed to the fallure to . implement

*

this framework of principles and policies. To the extent that
defective implementation and inadequate performance have gone, -
together it may be possible to find some relationship between
the two. On the other hand, in so far as stegnation or deterio-
ration in co~operative credit is found alongside. satisfacteryx_.
implementation of these recommendations,“the,guestionvwill_arise
if these policies could,by‘themselves be .adequate for meeting D
the needs of Such areas or such situations;;and whether &«he -
failure reflected in past performance has resulfed from .guA [
fectors which lie outside the influence of these agreed. policles.
It is from this point of view that this .note. attempte tor v
examine how far the recommendations of these committees have. -
been implemented 1n the different parts of the coungry. . 't

2. It may be recalled that the main recommendations of the -
Rural Credit Survey Committee found general acceptance, in o

principle, from official as well as non-official co-operative
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opinion within a few months of the publication of its General
Report:;;fhis was evidentrfrom theidiscussionslheld and conclu-
sions reached at the Special_joint meeting of the Standing
Advisory Committee on Agricultural Credit and the Central_ .
Committee for Co~operative Training convened in jénuéfy 1955: the
Second Indian Co—operative Congress held in’ Patna in March 1955
"snd the Conference of State Ministers for Co—operation held in
April 1955 at Delhi. " 4t the last Conference it was decided that,
as recommended by the Survey Committee, specific‘programmes for
'co-operat1Ve development based on the integraued scheme of rural
credit shotild be drawn up, as an 1ntegra1 part of the Second
Five Year Plzn.’ Specific targets weredalso laid down for the.
expan51on of” co-operative credit and marketing. After about |
three- yéars of effort "on these line g, came a new phase in the
evolution -5f co-Operative policy marked by the National Deve-

i

lopment Couneil's redolution of 1958 The council emphasised the

role of the co-operative in intensifying agrioultural production
“ahd as related to it, theé need for the co-operative to be organised
. on the basis of the villaze communiuy. As one of the steps

taken' for 1mpletenting this oolicy, an expert committee wasa »
appointed undcr the Chairmanship of Shri V.L. Mehta to review the
-existihg’ st'andards for credit limius 1n co-operative credit insti—
tutiohs znd their 1ban policies and procedures.(’The recommenda-
‘tions:ofvthis committee; ds accented ‘at the utate Ministers'
Conf'érénte héld in Srinagar in July 1960, may be said to have
formed the "genéral-basis for the programme of co-operative'
agricultural credit’ under the Third Five Year Plan. Thus, plan
programmes for co-operative development under implementation ‘over
nearly the 1last- decade’ Were mainly conceived in the context

of the- polieies propounded by the Rural Credit Survey Committee
and the Mehifia Commitfee on co-operative Credit and it is with
refererice ‘to these polfeids that shortfalls in performance can'

most appropriately be assessed, It is proposed to set out first
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thg-méin points of the policy %o which these'fébohmendatibns
‘add up, before reviewing its implementation.
'ITi Framework of Accepted Policies.
3. ' Broadly,: the recommendations pertain to the structure
gf Institutions for credit, their operations as lenders and
as institutions -which. have to raise resources, the infra-
-strueture of functions such as;audit, supervision ang 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 gtructure is concerned,tthe
general principle i¢ one of finaneial, administrative and |
technical- strengthening and reorganisation, on the basis of
State Partnership. At the State co-operative bank level; the
emphasis is on their development as truly federal and strong
institutions belonging to the central co—operatiée banks and
giving them financial support as weli\as policy guidance.’
-Associated with this aim are.the need to limit the number of
the individual members; state pérticipation'in share‘éaﬁitél,
‘1inking of share holding to borrowings and avoidance of com<
petition with central banks in regard to'deposits énd‘lén&ings.
At the central ‘co-operative bank iével, if the inétitqfions
are to giye effective support to rural credit,iﬁﬁe basic néed
is for rationalisation with a view to having generaily one
_bank per district as ‘an economic unit, progress towards o
reaching certaln minimum standards of viability with reference

LN
y

to own funds and working cabital,'and.promofioh'of real

co-operativerleadership in the place of bureauératic ménagéﬁ;nt.
. ‘4t the primary level, the aim is to promote viable ﬁni£s'; |
which may, within a reasonable,tlme,‘réndef the more imﬁértént
' services expected of:it, both adequately and 'to ashlafge”; i
r numberof producers as possible, without depending'upon- -
Government assistancer except for a Iimitedrpefiod énd, fbr ﬁh;s

“«

. purpose; to carry out’a programme of rectification, consolida-
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tion end revitalisation of existing dormant and weak socleties.
Finally, a central land mortgage bank is required in each State
with primafy land mortgage.banks at the lower level fp?;underf
taking the dispensation of long-term credit in support of
programmes for agricultural development.
4. . The operational policies recommended for the institutions
_ cover a wide range and were intended to ensure the expanding
supply of productive 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 credit,
which had been recomménded in broad outline by the Survey
Committee and spelt‘out further by the Committee on Co-operative
dredit. The main principles are that the loan will be based on
crop-cum-acreagey with reference to a scale of outlay and its
effect on income and repaying capacity, that credit will be
disburéeQ'in kind and in instalments, and that it.will be
recovered at harvest time, in. co-operation with the marketing
society. This also means that there should be a relaxation
'of restrictive features guch as insistence on mortgage security
for all loans, absolute financial limits on loans to.individuals,
thejm;ximum borrowing limits of institutions in terms of .own
funds, refusal of credit to tenants, total denial of loans to
défaulting socleties, ete, To improve the positioﬁ in regard

to coveraée, sequgity, and recovery of loans, legislative
provisibn for an appeal against the refusal of membership,
cneatioﬁ of a cha;ge on land in favour of society and expedi-
tio?s actiopjyhrough coerclve processes for recovery were - -
respectively rgcommended. With a view to encouraging freer flow of
crg?it to weaker sections, special outright grants by Government
to crédit:institutiqns.were}proposed. Similarly, to ensuré that
the flow of predit is not interrupted or brought to a'standstill
op,gqpoun£4pf na?ura; calamity, special funds - stabilization

'funﬁé in the co-operatives and the Reserve .Bank, and the Relief
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and Guarantee funds in 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 '
resources of co—operathe financino institution S, €.8. elimi- o
nation of unrestricted financing of individuals, priority to
demand for agricultural credit, . avoidance of trading ete, and,
on the othery to~the- strengthening-ofginternal resources by
relating shareholding-to borrowings at all levels and by taking
‘various measures such as branch expansion, removal of restrictions
on” deposit of . quasi<Government funds with co-operative banks, .
provision: of -banking facilities 2nd so . on.with a.view to increas-
ing deposits. “In so far as- long-term ¢rédit is concerned, again,
. the recommendations are aimed firstly, at having the structure
and-promoting'its purposeful functioning e.g. the emphasis on
productive'pnrpose in lending and co-ordination with agricultursl
< development programmes, Secondly,~at enabling the structure to
ralse larger. resources -. rural debentures, speclal development
‘dehentures and‘ ordinary debentures with.povernment guarantee,
improving' the marketability of ordinary debentures and, thirdly,
at ensuring the financial ‘soundness of operations e.g. provision
of speeial staff for land valuation, gumrantee for change in
value of hypotheca ete.
5. - ' As for the infra-structure of administration and lesader-
ship and co-dperative activity dther than éredit which has to
be built up if the programme for co-operative credit should be
successfully worked, the committees have emphasised the need
for‘more’and better _personnel and arrangements for training
them and arranéenents for superv1sion, audit angd administration,
development of oo—operative'harketing and processing, storage
and warehousing,yappropriate policies regarding Government
taccavi loans, ete. T
6. TS ﬂake “all" this possible, certain responsibilities of
finaneing and co-ordination have been entrusted to the Reserve

Bank of India and the Government of India and the establishment

pia,
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of certain institutions and special funds have been recommended
at the National level. These are dealt with in the following
sectlon,

(11, Action at National Level

A. RESERVE BANK QF INDIA

i) National Adgricultural Credit
{Long-term Operations) Fund.

7. The Rural Credit Survey Committee had recommended that

a National agricultural Credit (Long-term Operatlons) Fund . -
'ehould be set up in the Reserve Bank with an. initial non-recurring
contribution of Bss' 5 crores and annual contributions of B. 5
hcrores each, the position being required to be reviewed. at the -
‘end of '5 years. The Reserve Bank of India Act was accordingly
amended'in 1955, to provide for the constitution of thigs fund'and
operations on it. 4n initial contribution of k.10 crores was-
made to the’ fund in Pebruary 1956, followed by = further con-
tribution of Bs. 5 crores at the end of each of the years 1955-56
to 1958-59. The annual contribution was raised.to Rs.10 crores

in each of the two following years. ' Following the recommendation
of the V.L.Mehta Committee that the contribution be lncreased.

to Bs. 15 crores per snnum Iin view of the growing demand for
medium-term loans, it was decided to step.up the contribution-
from §.10 crores by Ik 1 crore each year,.till it reached &;15 _
crores in‘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 . may be indicated

as ghown below. R : S : :

( %. in lakhs,)

. ) - o Qutstanding
Loans for share capital cortribution 2830.57
‘Medium-term loans for agricultural o
purposes, 815.85
Investment in rural debentures 7 341.81
Investment in speclal development
debentures. P . P 17,56
T ‘. f - Total. = 4005, 70
) Am gg azgpgaai%a% contribution _ 1. 74
-Am un 0 um-term oane b
sanctioned but not drawn. . 1isl.e8
Amount available ?.1.];(1.7?...-....

7300, 00



2
By and large, it does not seem incorrect to state that the
Bank has not so far been handlcapped by a shortage of
resources';p the Long-term Operat}ogs Funq in maktng,gny 
_wonthwhile loan or_investment which it would have othegwise
favoured |

[

11) share capital loan to o
State Governments. © o

8. is recommendsd by the surVeY Cemmittee;'thefResérve
‘Bank has beéen making long-term loans to State Governments

for contribution to the share na‘pital of}eo-operative credit

institutiqns from out-nf the resources in the Le?g-tfgg

Operations Fund. Thoﬁgh the Reserve Bank of India Act

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

1eansﬁaperusgally;mage for 12 years. The terms are attractive
in so far as the loans carry no interest for the first two
“years and even the rates of interest charged thereaftér” are

"low, thoush rising from 2 per cent in the next 3 years to’

23" per cent in tﬁeAfoliewing four yeats and to 3 per cént in
.~the last 3 yesrs.‘_ﬁarticulsrs of iosns‘sanctionea so far to -
‘State Governments for contribution to share capital of different
types of institutions are shown Uelow 1

. ( k. in crores.)

L

State Co-ogerative Baﬁksf. § . 6.35
Central Co-operative Banks _ ' 15.01
Large-sized dAgricultural Credlt Lo
) Societies. o . 6.82
'Small-sized Agricultural Credit S
Socleties. 3.04
Central Land Mortgage Banks ~ . 3.82
Totals - 35.04
S N L T
1ii) Short tern aédommodation to - ,
© State Co-opergtive Bgnks. el
. ‘ The Su:vey COmm;ttee hsd enyissged that the inerease

’ )

in share capital pfiedeebersttte'cqedit institutions resulting
from the State partnefshfp would make possible a considerable
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Increase in thé volume of short-term accommodation forldgri-
cultural purposes supplied by the Reserve Bank to state co-
operative benks. There was also a~liberalisation of the
‘norms in regard to the multiples of owned funds which‘gbqid
be provided by the Reserve Bank by way of accommodafio#’t@
central co-operative banks, as recommended by the gtgﬁdiﬁg
Advisory Committee in i956 in thé confexplofiphg exi:ected1
ekﬁéﬁsionfofnc;edif.during the Qecopd Five Year Plan. Thus,

the standards followed from 1956 onwards were as follows .;

Audit ‘ Multiples of owned funds
classification Normel Exceptional ™
C - 5 g
« B - e : S
't c - 2 times with special recommenda-

, ”tions‘of the Regisyrﬁy..

T

Following the acceptance by the Bank of the recommquatioqs
of the V.L.Mehta Committee in this regard, fgxthgr,libe;g%i-

Isation was effected in September 1961 as indicated below @

(1) The distinction made between normal and . .
exceptional limits was removed so that the normal
eredit limits for which A and B class banks were
eligible, would be 4 times and 3 times their
owned funds respectively. . .
(2) In addition to the normal limit of 4 times and
3 times their owned funds respectively, 4 and B
class banks could obtain from the Reserve Bank
additional limits not exceeding twice the
owned funds and equal to the owned funds respec-~
tively, on condition that the banks concerned
would show outstanding loans against societies
_for agricultural purposes for twice the amount
"borrowed In excess of the normel limit and further
that the outstanding loans would not inelude any
_overdue loans. S Ll

(3) Even C class banks could be sanctioned limits upto

‘4 -times their owned funds against Government
,guarantee,

(4) "The owned funds for this purpose would include, -
in addition to paid-up share capital .and statutory
reserves, other funds of a permanent nature dreated
out of the profits -such as agrieultural ereédit
stabilisation fund, dividend equalisation fund,, special
bad debt reserve, and the building fund (provided
that adequate provision for depreciation is being
‘made annually, if the fund has been utilised in the
const;uctign"of a bui}ding), . .- .,

) B
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10. As a result of these varlous measures of liberalisation, a
jgry.considepable increase has taken place in the aggregate credit
limits sanctioned by the Reserve Bank from year to year. (vide
Statement I), For the country as a whole, the total limits sanec-
_ tioned to State Co-Operative Banks fer short-term agricultural
purposes rose from k,29.64 crores in 1955-56 to E.11l1l.79 crores in
- 1960-61 and‘m.185.80 crores in 1963-64 upto 15 June 1964. The
figure_fpr 1963-64 includss m.;.aplsroses representing the adgipional
linits sanctloned to 14 central co;operative banks, in terﬁs sf_
. the recommendatlon of the V.L.Mehta Committee, -
iv)_Medium-term loans.
11. As recommended by thefSurvey Committeey the statutory restric-
tions which had earlier operated to limit the total of medium-term
10an§wgranted by‘the Reserve Bank to Rs.5-crores and the individual
limits for each State Co-operative Bank to its owned funds*wefe
removed, when the provision was made for such loans to be advanced
. from the. Long-term Operations Fund. Subsequently, following the
recommendations of the V.L.Mehta Committee, the Reserve Bank also
iiberalised its practice of sanctioning a medium-term limit ‘to a
central co-operative bank only upto'its owned funds and agrééd to
" senction &% additional limit upto twice the increase in fixed deposits
and .share ‘capital registered during the year prior to that for widiel
the limits applied, provided, however, that the normal snd’addifional
limits togéther did not exceed twice their owned funds., Thdugh tﬁe
quantum of medium-térm loans sanctioned to and outstanding to the
Reserve Bank from the State Co-operative Bahksshas’growh'ih‘fésént
Years (vide Statement II) greater progress was not possible because
of ecertain procedursl 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'ﬁaks loans toiﬁhe
central banks, but it was not pérmissible for 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

wlthin 6 months from the date of sanction. The proeedure'was modified

[
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during 1962-63 so as to meke it possible for the funds to be drawn

~'from the Reserve Bank by way of reimbursement ané for the eediym-
term loan sanction, ‘like the short-term limit, to be avallable for
drawal.throughbut the cooperative year. In view'of the shortag? cf
medium-term resources with the coeherative credit structure and the
appreciable deuand for medium-term loans, the Reserve Bank has

always eﬁphasised that its loans are intended tp provide supole-
mentory finanee and that cocperstive.banks should not reeuce thelr
own involvement in such financing when theyedraw~on"the“ﬁeserve
-Bank 1imits. It was also, therefore, émphasised that the apex bank
could reimburse itself by drawal from the Reserve Bank only upto 75

per cent of the excess of its outstandings of m dium-term loanhs’

over the basic level of such loans made from theds OWN - TeSources

and outstanding as on 30.6.1962, and that the same conditlon should
be obse:ved when central banks reimbursedthemselves by drawing from
the apex bank on the Reserye Bank loan. However, because of the:
difficulties experienced by. the apex banks in understanding, and
adapting themselves-to the new procedure and as also-in maintain-
ing the marglns stipulated, . the extent to which medium-term loans
were drawn 1in 1962-63 was not appreciable. 4s a_further measure of QZ
liberalisation, it has now been decided :that no separate margins- will
be insisted upon for the.aﬁex and central co-~operative banks and.
that the Reserve Bank would be willing to. reimburse the apex co--
4operative_panks upto 80 per.cent of the volume of medium‘term :

loens outstagding_in excess of the basic level of: such oatstand-

ing as ori‘30.6.1962, the other 20 per cent having 4o come from

the State and central co-operative banks together. It is

expected that - this will lead to a considerable inerease'in

‘thf volgme of medium-term loans drawn by the banks from the

Reserve Bank in future.
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v) National Agricultural Credit
(StabiliSatlon) 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 (Stdnliaation) Fund in February 1956 with
a contribution of Rs. 1 crore which has been continued from
year to. year. The SUu in the Fund as on date is Rs. 9@ crores.‘
This 1is to be used, according to the Act, for sanctioning
medium-term loans to State co-Operative banks for the purpose
of enabling them to repay in time their: short term dues to
Reserve Bank for agricultural purposes in circumstances in

which, in the Reserve Bank's opinion, they are unable to do so
_ owing to drought famine or other natural calamities: As may
be recalled, the Committee had reccnmended that the facility

of drawal on the National Fund should be conditional on the .
maintenance of similar funds in the co—operative credit .
structure and on a part of the ove"due 1 ability being met
-.from such funds, As the building up of these funds W1thin the‘
co-oPerative credit structure on the lines suggested by the ‘
Committee has not taken place to any sivnificant extent there
has been no occasion for a drawal on the National Fund so far.
This problem is now being reviewed in consultation with the ]
Standing Advisory Committee so as (i) to lay down the appropriate
norms in regard to the circumstancos in which and the extent to
which,resources from the funds au differenu levels should be ‘
expected to be aVailable for meeting a situation arising fromnr
natural calamity and (ii) to see how the funds within the co-
Operative credit structure could be strengthened substantially

.w

in the :meediate future as also in the 1ong run.

vi) ~term Credit
13. The Rural Credit Survey Committee had recommended that the

h

Bank should be enabled to give long-term accommodation to central

land mortgage banks (a) by way of direct loans and (v) by purchaSe
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of whole or part of their special development debentures by
drawing upon the Long Term Operations Fund. Statutory
prov1sion 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 tne
: assets of the Travancore Credit Bank which had been engaged in
this business earlier). 4s for the special development
'debentures, in the context of the need for credit for special
schemes of agricultural development, it has been found necessary
to go beyond the recommendation of the Survey Committes and
establish:an Agricultural Refinance Corporation with
substantial resources of 1ts own and the responsibility to
function excl sively in the field of such refinancing. Beigp
M Wt gsﬂmlmw Wmmmi;u the Reserve Bank had
contributed to specilal deve10pment debentures of the value of'
Rs 13,50 lakhs and s, 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 similar character are being handled by the
COrporation.

14, 4 scheme of rural debentures has been evolved on:the‘_J
lines suggested by the Survey Committee. Till the end of
196263 rural debentures of the value of R, 775,56 lakhs Were
floated, of which an amount of fs, 653.64 lakhs was subscribed.
(fs. 311.83 lakhs by the public and 5.341.81 lakhs by the
.ReserveABank of India). '

15. . In pursuance of a recommendation of the Survey'Committee,
 the Reserve Bank has accepted the debentures of central land
_mortgage banks as being on par with Government securities for;

purposes of its financial accommodation.
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vil) Organisations Aericultural Credit Department

16. . 4s recommended by the Rural Credit Survey Committee,
the Agricultural Credit Department has ‘been considerably -
expanded and reorganised. The Committee had also recommended
that the inspections of co-operative banks by the Reserve Bank
ﬁhould be one of the important duties of the officers in its
branches and that manuals and instructions should be issued by
the head office to lay down the lines on which such inspectlons
might be conducted. InSpectioﬁgwaggzggrried out through
Vbranches of the Department which have been Opened not only at
' those places where the Bank itself had its offices but in all
other States as wells A ‘book of instructions in regard to
inspections has been finalised and issued to all the regional
offices by the head office of the Department.

viii) Standing Advisory COmmittee
- on dgricultural Credit

17. On the 1ines suggested by the Survey Committee, the

. Standing Advisory Committee was reconstitnted 50 as to be an

" expert rather than a representative body. |
18, The establishment of an 4dvisory Council of represen-
tatives of all States and including economlsts, co-operators,
etc..as a common agency to be concerned with the activities of
the Reserve Bank and the Government of India in regard to co~
operative development, was recommended by the Rural Credit -
*Survey-Committee.’ This proposal had been under examination by

- the Government of India for sometime in 1956 but later it was
declded to defer its consideration.

B, GOVERNMENT CF IND

19, - d4ccording to the Rural Credit Survey Committes, the_-
major responsibility for the development of co=operative
activity other than credit, as also‘of 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 during the last

decade by the Government of India to plan, develop and
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co-ordinate tha detivities connected with ks co-operative
marketing and processing as also.storaée.and.warehéusingg
apﬁfcpriate finanéial proviéions being made for the purpose
undar'the Second and Third Five-Year Plans..

i) National Co-operative Development
and Warehousing Board

20,. is recommended by the,Committée, a National Co-oberative
Development and Warehousing Board was set up by the Government
of India in November 1956 in the Ministry of Food & Agriculture,
following the enactment of Agricultural Préduéé (Development

and Warehousing) dct of 1956, All-India and Stéfe‘Warehﬁusing
Corporations also came into being. Legislation'Was, however,
enacted in f962, 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 Board other than
those relating to wgféhousing, and the Central Warehousing,
Corporation which was to look after warehousing._ This bifurca-
tion was made malnly for administrative conveniencg so as to.
secure an inﬁgpendent-status to the National Co~-operative
Dﬁve;opment Corporation which was expected to impart the
necessary drive at official and non-officlal levels for the
gxecution of co-operative policies. -

21, Though the composition of the Board and the nature of
functions of the Central Warehousing Corporation did not fully
conform to the specific recommendations .of the Survey Committee
the operation of the Board as an agency at the Centre fof-
‘policy-making as well as implementation of the programmes
relating to the activities other than créditi'orgahised on a
co-0perétive basis seems to be broadly in accord with the,},
intentions underlying the Surﬁey Committee's recommendations
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_ofpoperations has expanded considerably. From the point
of view of tne-integrated scheme of rural credit, the following
types of assistance exiended by the Centre to the Plan
Programmes in regard to co-0perative credit marketing,
pr009351ng and administration, assume special significances
(1) Subsidy towards cost of managerial staff for primary
agricultural credit societies (large-sized and small-sized),
'central co-operative banks and marketing societies, (11) Loan
cum-subsidy for the construction of godowns by marketing
societies and agricultural credit societies, (11i) Loans for
enabling- State Governments to participate in the share capital
. of marketing societies and processing socleties, (iv) subsidy
towards cost of additlonal departmental staff., 4part from
approving of the pattern of assistanoe'and actual sanction of
speciiio State schemes from year to vear, the Board has also
_taken various_important decisions on policies relating to
programmes of co-operative deve10pment. COnsolidated _
particulars of assistance provided by the Board in the last
few years i Whe hruwdnawndeuomonwe in the spheres of co~
0perative marketing\and processing are given in an encloSed
statoment (vide statement III), | |
 11) Co-ope tiv rketi nd Proc ssi
22, It was recommended by the Survey Committee that primary
,marketing societies should be organised at elther important
mandies or at taluka centres as convenlent and that these
__should be State partnered, and assisted by the State Government
with trained personnel. The programmes or co-operative
lmarketing in the Second and Third Five Year Plans are based on
“an acceptance of these principles and have. improved the position
in different degrees, in the Various States.
23, The Rural Credit Survey Committee had recommended that
State Governments may, subject to certain conditions, compul-
sorily acquire processing plants etc. in the private sector

where members of co—0peratives or persons prepared to form
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themselves into a co-operative offer to subscribe nol less
than 30 per éent of the share capital. This recommendation
hés not been implemented.
24, The V.L.Mehta Committee generally emphasised the :
imporgance'bf the programme of éo;0perative marketing and, in
particulér,.héd recommended that the marketing societies should
be permitted ond enabled to make outright purchases from the
prodﬁceré and thet, in order to protect these societies from
the risk of loss in that event, the State Governments should
fix-the minimun price at which they would be prepared to
ﬁﬁrcpase from the co-operatives. The latter part of this
recoﬁﬁéndaiion has remained unimplemented, though various co-
oPefaéivéé.haVe beguﬁ to undertake outright purchases to an
increasing extent. a proposal for the constitution of a
special pricé flqctuétion fund to meet the incidental losses

resulting from business of this nature is under consideration,

1i1) Ececial Bad Debts Fungs

25, With a view $o encouraging co-operative institutions to
,implément the recoﬁﬁéﬁdat ons with regard to advancing
productlon loans to uaaher "sections subject to repaying
capacity, the Mshta Committee oun credlt recommended an outright
contribution from the Governmenf at 3% of the additional loans
madery a societ& dur:ng tha ysar over and above the loans
advanced by 1t in the carlier year and a similar contribution
at 1% to central co-operative baoks in respect of additional
_finahce brovided by tﬁem. Government of India, in consultation
with State Governmentsdecided to extend such assistance to
pfimary agricuitural"credit socleties and central banks and
introduced a scheme on these 1ines in 1962-63. The Committes
has propos¢d that the position ‘should be reviewed after 2 years, %v\amdk
with a view to examining how far the weaker sections had really
'benefitted from the operation of this scheme. This review is

being taken up by the Government of India,,,W o ¢ %
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1V)?Stor§gg"agd Warehousing

26, " according to the Rural Credit Survey Report, lack of
adequéte-aﬁq prOperlﬁtorage facilities at the village and
mand i leyéls was a factor which had severely restricted the-:
’.grcwfhiof credit as well as marketing co-operatives. Their'
'importénce~for'ppimary‘credit societies received further
' emphasis in the V,L. Méhta Committee Report. Thanks to the-
assistance provided by the Board, considerabls progress has
bean'échiévédiin recent years in the construction of godowﬁs
by‘thegmérketiﬂé:and credit co-operatives. 4s bn 30 Jime 1963,
nearly 4,200 rural godowns with a capacity of sabout 100 tons -
each and 1200 ‘odowns. at' the mahdi level with a capacity of
about 250 tons-each are reported to have been completed under
the Plan programme. In addition, the village co-opsratives
and marketing socletiés had construéted nearly 1500 and 1000
‘godowns respectiveiy mainly from their own funds‘outside the
z_:lfn%grogr&gmes. Wy hovd i addihon, o5 80 Fvwl godewnt ng
27. " 'Warehousing development has also received considerable
inmpetus i the last few years. The- Central Warehousing
Corporation started functioning in March 1957 and all the
State Warehousing Corporatioﬁs had been éstablished by the end
of the Second Plan, A4ccording to available information, there
are at present as many as 86 warchouses owqed'by the Central
'Cérpératioh'and 476 owned by the State Corporations. Tpe'
commercial banks, including the State Bank of Iadia, have
' commenced ‘the grant of advantes against the security of
“warehouse receipts-and the Reéerﬁg Bank, with a view to
encouraging the development of warehousing had totally
excluded, till the end df 1962, loans and advances made
against warehOuée‘receipts.from'the pu}viéw of the seléctive
credit ébntfols operated.by‘it. Though such'lOgns have s;nce
‘been brought within fhe purview of control, care has been
taken to See that the share of such loans is not adversely

affectod.
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28,  Contrary to the expectations of the Rural Credit Survey
Committee, no close links have been -established between the
State Warehousing Corporations and the co-operatives. It was
recommended by the Committee, for example,that the State: -
‘Warehousing Corporations should contribute Lo the share -capital
of co~operatives concerned with storage or wapehousing as their
primary funciion or as one of their. primary functions, This
has not bezn fou§d neecessary or practicable.’-Co—operatives,_
havercontinued.generally to éaise loans on the direct pledgef
of produce rather fthan on the strength of warehouse receipts.
C. STATE BANK OF INDI4
29, As :ecopmen@ed by Fhe Survey Committee the StateABank
OfLIpéia.was brought into being.on 1 July 1955, with a.
substéntia%_gart of its.§hare capltal being held by the -
Reserve Bank, More recently, subsidiariss of the State Bank
have been constituted out of various State assoclated banks in
the different parts of the country. 1In its totallty, this
struqtgpe hgs undertaken an impressive progragpc'of bpanch__=
expansion which is still in progress and has far excee@qq,the
statutory target of 400 which had beén required to be .reached
by the end of June 1960 and was fulfilled. 4n %ntqgrapign and
‘Development Fund has been constituted within the State Bank
from‘thg dividené due to the Reserve Bank on the_shares.held_by
it and;is“available for meeting losses which may agqrueito.the
bank:in respect of these new branches, So far as the_co— .
operatives are concerned, there has been a progressive increase
in the part which the State Bank has played in the financing of
co-operative activity other then credit for aéricultural
production, without disturbing the discipline of the co-
0pepative credit structure, s envisaged by the Rufal Cgegit
Survey Committeé, the most important aspect of itslﬁ}nangipg‘
relatas:tp co-operative marketing andiprocess;ng‘inst;ﬁutions,'

andy, of the latter, especially co-~operative sugar factories,
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Various procedural difficulties have been faéedvin the process
and, to some extent, satisfactorily solved, so that the State
Bank of India 1is enabled to finance the co=operatives without
departing from the requirements enjoined on its conduct by |
canons of sound banking. The financing of marketing socleties
by the State Bank has faken the form of pledge accommodation as
well as clean credit supported by guarantee of the State
Government or guarantes of co-opsrative banks. In addition,
several co-operative banks have continued to obtain acéommoda-
fion from the State Bank of India against Government paper. 8o
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 wusually to the tune
of 10 per cent of each-floatation; (ii) the provision of
interim accommodation sgainst Government guarantee and

(111) contribution to marketability of debentures by granfing
advances agalnst such sscurity. The total 1limits sanctioned to
co-operative‘insfitutions by the Stafe Bank as at the end of
December 1963 amounted to R 44.51 crores as against which the

outstandings stood at Bs 10,88 crores, as shown belows

: (ks in lakhs)
Name of Institution Number of Sanctioned Outstand-
dccounts Limits ings

1. Marketing Socleties 148 120,43 -20,24
2. Processing Societies (other : .

~ than sugar factories) 4 3,75 2,30
3, Sugar Factories _26 788,85 264,82
4, Co~-operative Banks 309 2642,60 512,65
P ioatzase Bame 15 843,68 272,75
6. Industrial Co-operatives 34 25,14 7.72

7. Other Co-operative '
_ Institutions 21 26,09 7.59

Total 557 '

4450,54  1088,07




20
IV. Implementation.at State level
30, In.ﬁhe'following pages, an attempt has bsen 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
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The Assam State Co-operative Bank Was registered in 1948
and begah 1%s operations in May 1949. while the Assam Provincial
Co-oparativa Bank had fallen into a moribund condition and
awaited liquidation. This bank has a large element of individ-
ual membership which has not shown any reducticn over the years.
Its bye lavs state that individual membership should not axcecd
1/3 of tha total membership except with the approval of the
Government, but the order of Government's approval does not .
indicate the extent to whieh the limit might ba' exceeded.‘ Thn
bank has not tried to remedy this feature, the Justification _
offored by it for such membership being its continuing interest
in financing tea gardens and the fack of adequate credit
'facilities to Assamese entrepreneurs from commercial banks.

The administrative council in which the management of the bank
vests appoints the Board of Directors oh which there are, among
others, two representatives of the central banks and one .
representative of the individuals. The representation to the
central banks being only 2 out of a total of 10 members tends '
to detract from the federal cha;racter of the spex ‘bank. The
bank has a share caoital of ms 40 20 lakhs which includes

State Government contribution of m 22, 00 lakhs._ The apax bank

‘ continues to do loaning and deposit business with individuals

in areas where the central banks also function.' This-overlap-
ping jurisdiction of 18 of fne branches of the apex bank appears
to have' an adverse effect on the development of the central bank
in those araas. The apex “bank has field staff for the inspection
of the* branches, central banks and societies. The bank is also
expected to play an important part in the scheme which was drawn
up in May 1963 for thc reorganisation of the movement in the '"
areas served by the three central banks at Nowgong, Tejpur and
Cachar, ‘as a first step in the task of activising co-operative_
agricultural credit in the ‘State which has come to a standstill,
as a rasult of mounting overdues. n this connection, the apex

bank has posted thred of its branch managers as managers of the
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of the thres central banks, -

2.. Unlike the apex bank the central banks present an imaga
of financially weak institutions. As there are 9 banks ‘
serving 7 districts, the process of rationalisation will be
completed only if the two banks in the Kamrup district ere .
amalgamated and tha Dibrugarh bank which serves a sub-division
of the Lakhimpur district is amalgamated with the Sibsagar
bank in the adjoining Sibsagar district. From the point of
view of the finencial standards ‘expected of a ccntral financing'
agency, it is seen that three banks had . owned funds of less |
than Bs 3 lakhs and working capital of less than.m 20 lakhs,’rn
these three institutions had been refused State contribution to
shara capital, as they were not likely to be retained on a .
permanent basis.:p- IR , . 3 .

Se i There wera 5177 primary agricultural credit SOcieties in
the State. Of thase,. as- many. as 38 Jper cent weore dormant. 4 |
majority of the societies are. based on unlimited liability. 0f
the Total number of societies,, 229 were lerge-sized societies o
and 4948 small-sized societies. The large-sized socleties had,
on an average, a population of 11354 covered by their areas of
operation. The membership per society was 410 and the loans
outstanding per society amounted to, m 28 255. The small-sized:
soeieties had, on an. average, a population of 911 covered by
their areas of operation. The membership per society was 40
and the loan outstanding per society was e 2125. .

4. There is a restriction that no unlinited 1iability o
.primary society’should have a membership in excess of 100, No
provision exists in tha Cooperative law for a member to appeall
to the’ Registrar against non-admission to membership. In the “
context of the large overdues in the State, the. programme of
revitalisation can be said to heve made almost ne progress. As
against 1200 societies which were to ba revitalised during the.
Third Plan period, only 119 appear to have been taken up for
'revitalisation during 1961-62. No socioties appear to have

bean so covered_in 19631§3. More recently, howeVer, effort is
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being concentrated on the schame for the areas covered by threa
selacted central banks which has boen referred to earlier, This
scheme involves classification of societios for raevitalisat ion
or liquidation on the basis of the recovery performance of

membaers, convaersion of part of the overduc loans into medium-

term loans and obtaining Government guarantec for the remaining
overdue loans. The selectod socictics are to bo assisted with
managerial subsidios and financed by tha cantral banks.

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

[Assam. Thus, the gquantum of loans advanced to individual
members 1s based mainly on the value of land owned by the
borrowers or their estimated net income. Thare is, further, an
upper limit of ¥ 200 for short-term loans and Rs 500 for_medium;
tarm loansj the fprmer is reported to have boen raiscd to % 500
from ?ccombcr 1963. As regards medium-term loans, evan though
the loan 1limit por member is only % 500, mortgage of land is
insisted upon. For.shqrt-term loans, thosae who provide mortgage
security can borrow upto 20 times thoir shareholdings. Though
thore is provision for loans on personal surety, in practics,
loans Qre givon usually only to the owners of land. There is
no provision in tho Assam Co-operativae Sociotios Act for tho
craation of a charge against land or the interost in land held
by bultiVators, in favour of co-operatives. The practice of
issuing loans in iﬁstaimants and in kind does not appear to bo
prevalent. T
6. It is understood to have bacn prascribed by Government that
.a soclety may be provided frosh finance if it has repaid 50 per
cent of its demand but the banks do not obscrve this principle
in actual practice., As rogards stabilisation funds, the Stata
Government would seem to havo agracd to a deduction out of tho
dividend payable to it, boing eredited to this fund. Tho amount

_ Lohwich ad Mo bvovidion B loyelomt frov combaifwia ow Yo Ut
to tho credit of this fund in the apox bankjas on 30-6-62 was ﬁ::;}VfF
Bs 2.35 lakhs and that in the funds of the two cgntral banks
which hava constltuted such funds, was only ¥s 14,000. A rolief

and guarantee fund has been constituted by tha State Government
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which had an amount of Bs 2.50 lakhs to its crodit as on 31-3-62.

7. So far as tho apox bank is concerned, it is giving larga
financo to individuals in the form of cash cradits, .ovordrafts
and loans. This is.particularly.true in raspeet of its
financing of imdividual tea gardens; the volume of such advancas
py Fhe apex bank has Incroased, going;up from Rs 71,29 lakhs on
31-3-1961, to Bs 149.81 lakhs on 50-6;1963 whilo advances to
central co-operative banks and socictics stood virtually frozan.
8+ Tho maximum borrowing power in tho casc of primary crodit
sociotics with limited liability is 15 timas, the sharo capital
and roscrve fund, and that for most of tha contral banks, 10
timos their.share.capital ahd rcsérﬁe fund scparatoly invosted.
The borrowing power of tha apex. bank has baen inereased from

15 t0. 20 times the pald-up sharo capital and statutory raserves
by amending its byc-laws. Shargholding is linked with borrgwing
at all.levols, the preportion baing broadix 5 to 10 per cant in
the casc of primary societigs with limited liability as wall as
tha .contral banks and 24% in the case of the apox bank. Tho _
cantral co-oparative bagks_do not. soem to. have made much affort
for improﬁing thaelr déposit resourccé. _Four of them have no. .
branchos and tho number of branches of the othars varios from

1 to 3, tho‘total numbar of branches,being . in all 10sCentral
banks such as thosg, of Nalbari, TQZpur and Nowgong arq_stéted _
to be not offcping_compeﬁitivq.;gtqg.on'gavings dopésigs.“_Mbst
of the barks do not hold any deposits frdg quasi-Govergmont .
institutions but it is not known whather this has quultod_rrpm
any restrictionq }mppsed by Govornmcﬁt or from thair own ]
ganarally unsatisfﬁcﬁory fiﬁanciax_pqs}tion. Soma of thg banks
offer no, facilitics for opeqihg current accounts and mogt‘df
them do not undertake collection of bills on behalf of thair
clients. . '

9, |, The Assam Central Co-oporative Land Mbrtgagc Bank oparatas
through 14 primary ian@ mortgage banks_anq.land mortgage banking
" sections in 4 contral banks in the State. Its financial position
is statod to be pracarious and its operations have virtually..

come %o a standstill, with over 90 por cont of the demand for
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the last 3 years being unrcaliscd. The bank has not floataed
any dobonturas and has beaen working mainly with tho funds
found from its sharc cap}tal and loans provided by the State
Governpont. A; much as 30 per cont of tho loans outstanding
as ocn 30-9-1963 werc for the discharge of prior dobts. _
- 10. Supervision in Assam 1s in tho hands of staff appointad
by the qgntral co-opqrat1VG banks agd supnlemantod by tho )
Assistant Co-oparative Officers of the Departmant attached to
the banks. The average charge. per supcryisor was as high as
48 socictios in Nalbari, 42 in Nowgong, 36 in Tezpur and 55 in
Goalpara. _ ) o
1. Audit is the rgsponsibility of the Rogistrar but tha
staff provided for tho purvose 1s inadequato and has led to
accumtulation of large arrcars in quit. Tho charge per auditor
was as high as 78 societios in Noégong district, 68 Iin Cachar
and Dibrugarh, 65 in Jorhat sub-division ote. Thore is no system
of concurrent audit in the State. Thoro is a gencral shortaga
of departmental staff,_thoﬁgh the financial provislon oxists
for employing them. It was reported for cxample, that, thore
was a shortage of 140 Assistant Co-operative Officers and the
Dopartment was statod to Be finding 1t diff}ﬁq}t:tq‘{ﬁfruit
Incumbants for tho posts. Thus, as against the provision of
% 2.04 lakhs and % 4.16 lakhs in tho budget of 1961-62 and )
1962-63 only R 0.52 lakh and ﬁ 2,07 lakhs respectively was spent.,
In addition to this Plan provision, the Central Government had
also granted special assistance to the State towards staff and
this too could not be fully utilised, In the contoxt of heavy
overduos, it is important to noto that tho staff cngagod in
arbitration appcars to be inadaquate and this was considered
to be loading to inordinate delays. The training of institut-_
ional staff has been gonarally unsatisfactory; thus only 19 out
of the 55 field officers in the apex bank and only 29 cut of 81
mambars of the staff in raspect of 7 contral banks wero trainad,
12, A major factor iIn the agricultural crodit situation in

Assam is tho larga part playod by the injection of a largo
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amount of -Government funds into the co-operative’credit structure.
The -part playod by taccavi, 'in this context, stands’'in contrast
with that envisaged in the Surveéy Committea Report. This step,
taken-in thé face of a deteriorating overdues position,
followed*by'1ax;ty-in~tﬁe récéovery of Government loans, had )
seriously affectod the tho maintenance of co-operat ive discipline
in this State and has had adverse reparcussions on the racovory
o?'couopafative dues. -. ' . | -
13.- The utilisation of the agencies of co-operative crodit
and marketing societias for the procurement -of paddy appears to
have been a measure of some support to thehéredit socigties not
so much by way of 11nkiné’féqoﬁefy'df’coAbpérat}vé-crédit with'
the marketing of‘ paddy in-Ehis procass,’ as by the spacial
deposit scheme’-that was madae a p;rt'df'thq'pgbburemopt‘schemea
14, By‘and 1aggé, the record of 1mp1eﬁéntgtidh of the agreed
programmes for the development of rgfél'cfedit_appears to have
been unsatisfactory in Assam, especially from thé point of view
of (i) the failure of the apex bank to ‘providé leadership .on
the basis of a-positive intarest in co-operative agricultural
credit (1i) the introductidoh of rational loan policies
(iiI)_iotiﬁo‘offorts for_promptv§éc°verie3'and (iv) the ~ "
inddéduacy of arrangements for stabilisation of agricuitural
credit.
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BIHAR

+1 »:The Bibar State, Cozopersiive, Bank. is lszaply.a federal,
institution with a limited membership of iqd;yiaua}s and;ggpéy
vgultupalpand nonragricultural.credit societies.ﬂirectlyrfitanted

- by it., On the Board,of Managemeat, . the pajority, is. o?-gtyectors
- representing central cofpgerat;vg,banks, However, gn.purguange

of &, condition-of Government gugrantgg prqv;@g@_;nTQanﬁst}Ré;
wﬁthithq,rehabi;itatipp.brpgramme of the qq;ggg;itix%tgiqﬁitq:
~structure in the State, the Ma.nagine;l',\Dir,e_cjﬁq;‘Jisl .9_91’9-"‘-“.99 by,

- :-the Government and -also functions as thgnfﬁpgqgialygdgiqgfhtg.
:.Government. His salary is met py. the Goyé:pmpnt, QP%§,R¥?9t?°e'
_.¥hich hes .continued over the years, appears to haye;tegﬂeé tt
.1bake away .from the: autgnemous ghq;#étgn_gg.th ng#}pgﬂpfthe
.-apex bank. . Of the total share capital of the bank which is

Rs 46.80 lakhs,-fthe Government contribution was'és mﬁth as»‘

e

. -Bs 4)- lakhs, because. thg bank has not attempted to collect gtﬁre
,capitgl,from‘;ts_aifiliateqﬁtggtitut;qpqkipLpﬁopgrtggg tqrﬁhg;r
. borrowings. [The bank has,gpt been_quq;taging_gnyfinspggt;og
of affiliated central benks. .. . . ... . .. .
2. ... As -ggainst 35 central co-operative Pﬁqksﬂwh%gg serve .
-17 -distrieots of the State.at present, it is cqnteﬁplgted, s
according. to the scheme of reorganlsatlon, d;awn by the -
Government in, consultation with the Reserve Bapk.in 1958‘ that
there should.be 28 .central.banks,six of them serving g q%gtr%ct
each -and the remaining institutions sgryigg,“ipra}l, !j; 7
districtsa 1Tbg4prgcess,oijamglgamqtion_hggwpqt maég.§ny_h .
progress since 1960-61;. the unwillingness of depositors and
the apprehensions of those connected with thg gmglgg@at;p§1g:
units about theigireﬁregentgtipn{;nltygsngwly)cqpatitqtgglbggk
are. stated to be among the, factors hb}§ip§,ppctbe éép}?m$§ta;
. tion of this progremme. I% is. 2lso understood ?hét,§omg;?;‘

the amalgamated units have been functioning in praciice as
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separate wings of the new ba’i:ak-'—xl':ithdﬁﬁ adequate and effective
e_o_n'l;zfol from the head office and that hope has been held out to
them that their independent status might be restored ohce the
qs‘i:t'a’m-ia.rds of minifum business required” are- reached. -f i1 7!
3, Except’ for one bank, the central banus are predominéntly
“federal insbitutions with the individusl’membership being hegli-
“gible. The Chairmen of all the 5aﬁks‘, except for a’ Fow Thsti-
tutions, continue to be Collectors or SubsDivistonal’ Officers
arird’ the ﬁanagéré' are Govermnment employees who- are pHid: f;f‘br" by’
the Government and work under the administrative control of the
COI-Oiaer“ative'. D'e'par*tinent . These features of t he nanagement have
. ’Hémpe’red the emerge;zi&:e~ of autonomous and responsible matiagement
conducted by non-officimls. THe State Goverrmment is understood
t6 have expressed itself in ‘Pavour of non-official ‘chaitmen gnd
step;s are being teken towards tilis end. It is also -proposed o
place “the managers who are employees of the Government -under :
“the £iI1 contFol of the boards of ‘management . of the'*35 central
" banks, 19 have paid-up share capital and reserves of less than
B 3 lakhs and 29 banks, ‘working capital of less -than Fs 20 lakhs.
State contribution to share capital has been ‘réceived By 28" s
banks whick are likely to ‘be retained on e p'ermanent"basis .
4. °° "Iﬂereiwere 18,394 primary agricultusal Ei‘édf‘a ‘Bocieties
in the 'S'Ea_{';é. “Of these, as many as 29 Per cent wede dorismt s
'A"ma:léri'l;y‘-‘éf the godieties were based on limited 1igbilityii
0% thé total number of gocietiesy 255 were 1ar‘gé-§izea sodie<
ties and 18,139 small-sized sociéties: The former hady of -
an average, a population of 8,337 covered by their aréms: &% *
op;;'gtio'n;f The' membership-per sbciety was 298 and{the -1dansT
out;ata_,;lding'pei- ac;ciet,v amounted to fs 9,369. The 'szﬁall-sized
"'soci"'étie'é"had, ori_an'a'vérag'é,"'a’ i)bbulé.t'ic:an of 1,086 cdveféd-by
i:ileii‘"éiv'ééé of operation. In th'eii' case, the ﬁeﬁbe'i'ship“pei':
soéiety_ wagzég and the 1léan outstanding pe:r gociety was Rs'1,587.

- ' L . . oo - o
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Nb provieion has been included 1n the Bihar Co-Operative
Societiee Act for e pereon to appeal againet non—admieeion to
rmemberehip of a eociety. An important problem faced at the
primary level in the ‘State il the overlapping of areas of
operatione of the agricultural cr,dit eocietiee and sugar cane
societies. In view of the need for quickening the pace of ’
progress in the State a scheme for revitalieation of 10 000
multipurpoee and 4,000 cane-growere eocietiee hae been drawn
up, under which goc far 5, 501 eocietiee have been taken up for
lrevitalieation. The criteria preecribed, in this connection,
for a society to be taken up for rev1talieation viz. 60 membere,
paid—up capital of B 400 and working capital of Rs 105000/15 000

gseem to be very low. _

Yoo ] ) - - . T

5. The main features of the crop loan syetem are yet to be
implemented in the State. It was decided in 1957-58 to permit
1oane upto Bs 100 to be made wiuhout mortgage of land. Thie limit
was raieed to Bs 200 in 1959 for all the areae and to B 750 in

1960 for the Package Programme area. More recently, in 1963,

r
f

the latter relaxation was extended to other areae where epecial

I -

measures for inteneive production had been initiated, and the

limit for the State as a whole was raieed to e 500, except that,

-

in eocietiee where the recoveries were leee than 60% of demand

the earlier 1imit of k 200 was, to ccntinue to apply. In all

- 2

caeee, one pereonal eurety was: required for loane upto Bs 200

and two were needed for higher amounts. From the available

{

information, it does not appear that the quantum of 1oan ie

. +
determined on any rational baeie. The Regietrar of Co—operative

1‘ " ’
Societiee, however, has recently ieeued 1netructione emphaeieing

that production plane be prepared to eerve ae a baeie for loan

applicatione and that the cultivators credit neede ehould be

- 3 1 l E
determined with reference to the crop lpam, inpute used and the

i B s

,effect of theee on his repaying capacity. Theee inetructione
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_are not yet implemented and the 1oan advanced to 2 member is
'determined on an ad hoec baSlS, subaect to the ceiling of 10
times his shareholding. Seasonality is not strictly observed
in the matter of advancing loans but the due dates for repayment
seem to be around the time of harvest.l There is no prov1sion
in the Co—Operatlve 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
trom the point of view of recovery are somewhat limited'in ‘that
‘while he can summon and-enforce the attendance of the eoncernsd
parties, and examine them on oath and also direct attachment

of property where there is danger of the property being removed,
he has to look to the Collector for the execution of the decrees.

6.‘ The 1ssue of fresh loans to defaulting members is permi-
_tted only when at least 80% of the loan has been repaid by the
:societies. No progress ‘has been made in the State at the apex
and central banh 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 the purpose.

It 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 k 2 lakhs to its

credit at the end of 1962-63

1 . [} ".

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

. banks and primary societies was 15 times and 10 times respectively
rof the paid—up share capital and statutory reserves and it has
“not been considered neceassary to revise those 1imits. While

the borrowing limit of the indiV1dua1 member continues to be

10 times the paid-up shere capital it has now been decided $hat
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Bocleties might allow e person borrowing not more than Rs 200 to

ray only fis 5 per share in respect of two shares of ks 10 each in
the first instance and the balance in two annual instalments.
As already mentioned, the shareholding and borrowings are not
1inked at the apex bank level. The position had been similar
et the oentral bank level till recently when it was decided to
enforce the 1inking of shareholdings with borrowings the propor—
tion being 1 25.
8. As regards the building up of deposit resources, the.
central banks have still to make any significant progress. It
wag 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. adv1ce of the State Go-operative Bank. _
Branch expansion has aleo been very 1imited, the existing
‘branohes being 1arge1y the offices of the banks which have been

merged to form e conomic units. The central banks are not

N 1

»recognised for receiving deposits from local bodies and trusts.
9. The Bihar State.Co-operative Land Mortgage-bank which
commenced business in April 1959 cperates through 18 branches.
Its loan business has been negligible at only Rs 8.87 lakhs for
the two-year period July 1961 - June 1963. 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
underteking the financing of any special deveioyment schemes -
or the floatation of rural debentures.

10. Supervision of societies is attended to by the stafl 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 cherge per supervisor works out to 29 societies on

an average. In view of the limited volume of fresh knding

by the co-operative institutions in the State and overdues
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which have come down from earlier years, supervﬁsibh has largely

¢

involved efforts for recovery of old loans mdré than any othef
fqpéyion. _ | . | |

1. Audit Af:the éo—operative societies is the responsibiiity
of the Registr§£ and is carried out with the assistance of
separate aqéit staff headed by Chief Au&itorl Owing to the
iﬁadequacy of audit staff, more then 1/3 of the societies had
not been audited for 1960-61 till the end of the folloﬁiﬁg co-
operative year. . | B '

12, | .By_a?d large, the—integrated schemé of rural dfeéit does
not'appeér.fb have beén actively implementedlin Bihar. Thefb
is séope for much proéress in the liberalisation and the' -
ratioﬁal}safion pfw;;edit pblicies at different levels, more
active association of the non-official co-operators with the
credit strﬁcture ahé éreater efforfs to buiiﬁ the.eent}al baﬁks

into efficient and viable units which can raise the resources

needed by the Movement.
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The_Ogissa State Coeoperative,Bank which was registered
,ig,1948_hasgemerged es a largely federgl institution of the
central co-operative banks. The objective 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
- reprgaenyat;vqg_of central banks and societies. The number
pflnominees.of the Government at 6 out.ofu18,.alsq appears large
wi?h‘ﬁQe resultnghat the,;gprqaent%tivea of central banks have
oply.a limited volce in the management of the bank.. Of the total
_share capital of & 29.70 lakhs, Government contribution emounted
to & 9 lakhs. o i C
2 < The nu;nlger ©of central _c'o-gperative_’ banks has ﬁbeen brought
down, 28 a result of g scheme of emalgamation,. from 23 in 1952-53
't;o_= AT operating over .13 districts, there 'beiné 2 banks in each
of two distgiqtsﬁand,B banks in one district. The institutiops
arﬁ%ppggomingn@;ylfe¢grq} in pharacter,though all of them_have
admitﬁgd aome_iqdiy;duala 8s members. As regards approach to
viability, 1% is found that 5 central banke had working capital
o#,legpﬁ;hgn‘pbgqﬁ;akhg.q All the banks except three were state-
partnered as on 30-6-1962, the state contribution being Rs 15.66
lakhs as against their total share capital of & 105.32 lakhs.

Loan for shara capital contribution in respect of one more bank
was subseqpenply sanctioned. . Of the remeining two insti@utions,
-one, could not secure any contribution because of its, unsatigfactory
financial position. ;, . | =, R ‘

3. . There were 6,546 primary agriculfural credit societies,

in the State, 0f these, as many-as about 50 per cent were
dormant. ,4 majority of the societies were based on unlimited
11ability, Of the total number.of sogieties, 58Q were large-

sized societies and 5,966 sﬁall—sizea.societgeaﬁ, The former

had, on an average, a population of 6,162 covered by their
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areas of operation. The membership per society waé'252 and the
loans odtsfénding'per society amounted to B 31,812. The small-
sized societies had, on an average, a population of 1,191 covered
by their areas of operation. The membership and the loan out-
standing in their case were 49 and R 5,038 respectively per '
society, which indicaté how far they are from prospects of
viebility. In addition, there were 2,197 grain golas; some of
‘these were engaged only in grain transactions while others made
loans in césh as well as grains. ' Though their business was
larger per society compared to the small-sized 'societies, their
overdues Were also much higher at ‘about "37 per cent of outstand
ings. The existence of different types of societies at the
baée-has also resulted in considerable overlapping of jurisdic-~
tions which is.being further complicated by an attempt now in -
progress to reorganise the credit societies as to make their
areas of operation co-terminus with that of gram panchayats.

As at ‘the end of'196é463; thé progress of the revitalisation -
programme showed that 800 societies had been taken up for - -
revitalisation 'in the first two years ‘of the PTan as compared -
with the farget of 2000 societies Ffor the whole Piahhﬁéfiod.‘
‘Pire nawhaﬂmmwymm of mociekies 1M the Rhabe contime
0 be based dn palimiAed Yiawtiiey. 0

4. °  The crop loan system is yet to be brought into vogue

in this State. Loans are sanctioned to the extent of the
farmer's net income i.e. total income minus expenses or 1/6 of
net assets i;e. total assets minus total 1iabiiities,whichever
is less. Ceilings on loans per member are, in addition, laid
down in the bye-laws ‘of individual societies which are, some-
times, quite’ low at B 300 to fs 600. The Registrar of Co-
operative Societies instructed all societies in January 1960 -
that the individual meximum borrowing power be raised to
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s 2 000 but most societies are yet to adopt this suggeetion.
In the area of operations of Bolangir and Nayagarh central co-
operative banks, loans are understood to be issued!only on
mortgage of land. Others insist on mortgage for 1oans exceed-
ing a fixed limit which is as low as Bs 50 in one bank and
about Bs 500 in others. It is only in the-area of Berhampore
that mortgages are insisted upon only for short-term loans
exceeding Rs 1 OOO and for medium-tenm loans exceeding k 500.
The Go-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'sccieties, the
_practice is to provide fresh funds only to societies which _
have repaid at least 90 per cent of the damand on conditions
‘thst the overdues of the members to “the societies should not
have exceeded 20 per cent of the demand and that the number of
defaulting members should not exceed 20 per cent of the total
'borrowing members. As‘regards arrangements for etabilisation,
the amounts built up in the funds recommended by the Survey
Committee are negligible. The State Co-operative Bank and .
three of the 17 central co-operative banks have established
credit stablisation funds, the amounts being Rs 1 43 lakhs and
ks O. 10 lakh respectively., The State Government has provided
for the excess, over 3% dividend on its share capital to be
apportioned equally between the Stabilisation Fund and the
_,Relief and Guarantee Fund

-

In the matter of mobilisation of internal resources,_

PO 1-

statutory corporations and gram panchayats are permitted to

deposit their funds with co-operative central banks. chern-

_‘ “ i S

) ment is also reported to be considering pr0posals for

permitting local bodies, charitable trusts etec. to keep their
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surplus funds with the central co—operative‘banks. There are
only 12 branches for the 17 central benks representing, )
presumably, units which had been amalgamated to form the

reorganised banks.

6. The Orissa Provincial Land Mortgage Bank operatee through

cr.

14 primary land mortgage banks of the "oans made by the bank
in 1961-62 81 per "ent was accounted for by productive purposes
and the balance for the repayment of prior debts. It has been
prOposed that land mortgage banks ghould finance special schemes
concerned with banana cultivation, coconut plantation |

and 1ift irrigation. Special development debentures are

A,

expected to be floated in connection with some of these schemes

L.

The bank has issued four series of rural debentures 80 far |

53

amounting to Bs 18.86 lakhs.

7. Supervision of agricultural credit societies is generally

‘T

in the hands of central co-operative banks which are being

J

subsidised by Government %o appoint additional supervisors “and also
B -~

assisuant lupervisors to work &8s secretaries of compoeite

grain golas. Though the charge per supervisor at abcut 30

-

societies is not excessive on an average, the quality of supervi-

sion leaves much to be desired, largely because many of the
e R O .

supervisors had not received any training. The position regard—

"

"ing audit is also unsatisfactory. The audit of the societies

has been delayed. Arrears of audit in regard to agricultural
credit societies were 697 at the end of June 1963 S

8. ' The operations of marketing societies are still negligible.
No progress has at all been made in regard to linking of credit
with marketing.l The central banks had been instructed by the

Registrar early in 1963 to implement the scheme at leaet in
oo Yo
gsome selected societies but the results achieved in this regard

are not known.



=¥
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 %o 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 1s 1likely to have
a serious impaet on the co-operative credit structure. This
relates to the issue of cash advances %o cultivators which are
repayeble 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.
1. Though the apex and centrai co-operative banks appear
to be satisfactory from a structural point of view, they have
ﬁot taken the steps recommended by the Rural Credit Survey
Committee and the Mehta Committee for enabling them to build up
their resources positi6h. 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 progreséively
liberal besis. The weakness and confusion at the primary level
adds to the difficulties in the way of introduction of produc-

tion oriented credit policies.
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WEST_BENGAL °

i The position of the west Bengal Provincial Cc-operative
Bank, as the key institution for the co-operative credit

, structure, has been substantially strengthened by the sub-
ventions given by the Central and State Governments for
rectifying the weakness in its financial position resulting
from the blocked assets represented by amounts due to it from
societies in East Dakistan. Its membership consists mainly
of the central co-ooerativedpanks and some industrial socie-
ties directly financed by it, and excludes individuals. Out
.of the total share capital of Bs.77. 51 lakhs, as on 30-6-1963,
Saate contribution amounted to m 15 1akhs. _As regards the'
bank's management two unsatisfactory features are that, out
of 22 directors, only 15 are elected while the rest are

! nominated by the Government and that only six out of the 15
elected directors represent the central banks.

2. Rationalisation of central co-operative banks has been
@ major problem in the reorganisation of the credit structure.
Under the agreed scheme 44 banks in 15 districts existing
in 1958 were to be reduced to 19 banks with 12 districts
having one bank each, 2 districts two banks each and the
remaining one district haV1ng three banks._ This process

has not yet been completed' 50 far, 33 units have been amalgama-
ted to form 14 banks, and the remaining 11 units in three
districts are yet to be organised into 5 banks. Most of the
banks have non-official chairmen but there is provision for
the Registrar of Co-operative Societies to appoint an addi-
tional number of directors to the managing committee not

, exceeding one-half of the elected directors. From the point
7_ of view of viability, it may be noted that, as on 30-6-1962,
10 banks still had owned funds of less than Rs.3 ‘lakhs and
16 banhs had working capital of less than.m 20 lakhs. The
limited volume of resources built up in the form of share

‘ capital and reserves partly reflects the generally low level
of Operations of these banks and also the faet that 19 out
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of the 25 banks had not been able to secure anchontribution

to share capital. The entire programme of reorganisation

of the central banks and the credit structure generally

is being Watched by a Review Committee aop01nted by the State
Government in Sentember 1958 for devising ways and means for
its early implementation. '

3. There were 11816 primary agricultural credit socie-
ties in the s% ate. Of these, as many as 52 per cent were
dormant. A majority of the societies“ﬂre based on unlimited
liability, but their number is on the décline. Of the total
‘number of societies, 500 were large-sized societies and 11316
: smaliesized societies. The former had on an average,'a'popula—
‘tion of 9764 covered by their areas of operation. The averave
Imembership per society was 286 and the loan outstanding per
society amounted to Rs. 25,442. The small-sized societies had

" on an average, a p0pu1ation of 1013 covered by their areas

of operation. The membership per society was 42 and the loan
outstanding per society was Bs. 3,335. As many as 3622 societies
were in the process of 11quidation. A special programme has
been drawn up by. the State Government following the Eastern
Reﬂion States! Conference in 1961 for the liquidation of 6,936
societies and the organisation ‘of 2,000 new societies in their
place as also revitalisation ‘of 1,500 existing soclieties.

3 at the end of 1962-63, the progress reported was that 8,400
societies had been taken into liquidntion, 2,500 hnd been .
revitalised and 1,200 soc1eties had been newly orgauised. The
number of unlimited 1iability 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-
operative Bank with the concurrence of the Ssate Government

in 1950-51, providing for priority to finaneing of agricultural
eredit societies by the central banks ‘and to the orientation
mof credit policy at the primary level to an emphasis on produc-
tion. Nevertheless, ownership of assets and mortgage of land

'seemtb continue to be important features of the present practice.
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For example, all loans above ’5.200 are ‘sanctioned only against
the sééurity of mortgages and to the extent of 50. per cent
of the estimated value of the lands mortgaged or Rs.2,000
whiéhever is lower. There is no provisior 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. Thouzh the actusl quantum of the loan is reported
to be based on the area, crop grown, the value of expected
produce and the likély outlay on cultivation, no crop-wise
scales of finance have been prepared. Medium-term loans
which may be given upto a limit of B,5,000 per member, can
be availed of only against -the mortgage ‘of the land, irres-
péctive*of the ‘size of the loan. The erop loan.rules state
“that ‘the farmer should obtain the supply of production
requirements needed by himlonly through ‘his soeiety or the
marketing society close to it and some banks insist on the
disbursement of 10% of the loans in kind, but the supply
"of ¢redit in kind or in instdlments does not seem to be
‘widely prevalent in-detual practice.
Se ‘The Co-operative Societies Act provides for the awards
of'th;’chistrar of ‘Co-operative Societies to have the same
effect as a final mortgage decree of"a civil court . in disputes
involving propegty-pledgea as collateral and also vests in him
powers to direct conditional attachment ofvproperty covered
by the awards. Defaulting 'societies cah be provided: with
ffesh‘Tﬁd&hce:dniy if at least 90 per cent of the loans has
been repaid but it is reported that this rule is not strictly
" observed in all cases. The State Government have set up a
' Relief and Guarantee Fund in which' the balance at* present
" s k.1 lakh. Under the drop loan rulés, out of the differ-
‘ence between the rate of intérest received by the financing
bank and “the rate charged by fhe;ﬂeservé Bank, one~half per
“cent is to be ﬁakég to_aiétate'gﬁarantee fund; There is a
Fimile? proviéiéniat'tﬂé)ééhﬁrdlrbank'level. As for the

stabilisation funds i the co-operative banks; Governmert
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have agreed to contribute to Lhem by way of a deduction in
the dividend payable to them but the net amount built up in
tne funds is veryismall.' There is no amount at all in the
State Co-operative Bank while- the amount availeble in.the:
three central banks which alone have constituted the fund,

is only m 14 000, In the context of the heavy overdues ‘arising
in part from netural factors, the low leuel_of the:balances

in the stabilisation funds constitutes a real handicap.

o, The central;and;apex co-operative banks in the State
are not engaged in the financing of individuals except

against the security of fixed deposits. Both at the primary
and at the central.benk levels, the sﬁareholding and borrow-
ings are-linked, the former haviné to oe at least 104 of the
latter. Such linking would have ordinerilj helped to achieve
a ‘substantial increase in mer_rﬂ:.versl share capital but this has
‘not materielised in view of the very low level of lendings.
This factor also explains the_sIOW'growth of reserves. As
regsrds the other source of internal resources; namely,.depo-
sits, the prozress made is negligible., The main reason for
this seems to be the inability of the central banis to -
inspire public confidencerin“theiriworking which had been
impaired when many bf-then euspended payment to depositors
following the Partition of the country. Branch expansion of
the coeoperative banks, again, has not made much Progress;

the 14 existing branches of the centrdl,banks are really the
offices .of banks-which were recently emalgamated to rorm
. viable unitsw . . |
7e | The central land mortjage bank which was registered in

1958 ooerates throuvh-lz orimary.land mortgage banks. The
; banlk has received State contribution of Rs.S 1akhs to its share
canital and floated ordinary debentures on two occasions.
;;The bulk of its loans .are for land imorOVement and sinking
; of wells, thourh 1oans for discharge of prior debts accounted
for about 16 per cent of’ the total lendines. No rural deben-
.turesqor special development debenturesfhaveuso rar teen
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issued by thé 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. éupervision in the State is in the hands of central co=-
operative banks but tﬁe cﬁargq per supervisor was found to be
heavy, in some of the banks viz. 38 societles per supervisor

in Birbhum, 37 in FHowrah, 59 in Kalna, 33 in Katwa.and 39 in
Hooghly, as compared to the accepted norms of 15 large-sized
socleties or 25 small societies per supervisor.

Q. The audit 1s‘in the hands of the Registrar of Co-opera-
tive Socleties. Here agaln, 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. h

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 jgte crop.

By and large, the linking of credit with marketing has not

been effective. In fact, as on 30-6-1962, as many as 4,280’

of the living primary agricultural credit societies had not even

become members of the marketing socleties.

11. Aé regards arrangements for credit in backward areas,
it is found that in the districts of 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. Oon the whole, while the record pf implementation in
the State is not éltogether 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
programne of rationalisation of central co-operative banks,
the mobilisation of larger resources in the form of deposits
by the apex and central banks, and an active programme for the

revitalisation of primary societies.
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Jammu & Kashmir

- The Jammu & Kashmir State Cooperative Bank had a
cheﬁuered career in its formative years and was able to make
some headway as the apex institution of the State only in the
'yearé following 1953 when the State Govermment assisted the
cboﬁeratives with a subsidy for scaling down ﬁheir bad debts.
It coﬁt;nues-to operate as the central financing agenéy in
the Srinagar distrigt and Ladakh and also finances marketing
and industrial sociebies 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 Rs.8 lékhs out of its total
| share capital of Rs.15.98 lakhs as at the end of February';964.
The Board of Directo;s consists of 16 repreéentatives-of
affiliated societies and banks, one representative of indivi-
‘dual shareholders and 3 nominees of the State Government,

Of the representatives of the cooberatives, only 3 were from
central cooperative banks and hence the management may be sdid
to be largely in the hands of the representatives of the -
primaries affiliated to the apex bank. The Manager of ths
bank was not trained. o "

é. " There are 5 central cooperative banks in the State
serving the Anantnag "and Baramulla districts and the Jammu
. Province respectively. Though several individuals contirué
to bé’mqmbers”qf'the central banks and are represented by )

3 to h-difectdrs on the Boards of the Management consisting

of 13 to 16 airécﬁors, the banks may be said to be working
‘pfimarily as federations of the primary societies. Despite’
State participation, ‘State Government has not nominated any
representatives on the Boards of the Jammu & Baramulla Central
Gooperétive'Banks; All the office bearers are non-officials.
The three central cooperative banks satisfy the standards of

owned funds of Bs.3 lakhs and working capital of Rs.20 lakhs,
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State contribution to share capital has been provided in all
the cases, and amounted to Rs.5 lakhs out of a total share
capital of Rs.12.24 lakhs.

3. There were 1116 primary agricultural credit sociaties
in the State. A majority of the socisties were based on
1imited liability. Of the total number of societies, 301
were large-~sized. societies and 815 small-sized societies. These
socleties (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 socisties the membership per society
was 542 and the loans outstanding per society amounted to

Rs. 29884 In.the case of small-sized societies the membership
per society was 101 and the loan outstanding per society was
Bs.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
them have been liguidated. Other satisfactory features were
that in 1961-62, the proportién 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%. “

L. The loan policies of the agricultural credit socleties -
are not generally ~rizntzd to rroduction 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, understood to be that the credit limit‘of a
member should be based on his total annual incoﬁe less.cost

of foodgrains required for his own consumption. The lqans i
actually advanced are, in fact, determined on the basis of the
recommendations of the departmental officers within the ceiling -
set by the above instructions. Apart from the cash loans, .
fertiliser loans on credit are also provided 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-
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cultivators and tenants are saild to be financed by the co-
,opefatives.' Seﬁsonélity is not observed in the timing of
iendiné as ﬁroduction finance is provided to members almost
_immediatgly after the recovery of their earlier iocans in
November-December which is well in advance of the sowing
season of paddy i.e. April to May. The practice is for a co-
'oPerétive society to be provided fresh finance if it has.
repaid at least 25% of its earlier loan. Agricultural Credit
Stabiligation Fundé'have begn created in the apex cooperative
bank, the Anantnag Central Cooperative Baﬁk and the Jammu
Central Cooperative Bank but the amounts to their credit are
meagre,' at Rs, 23799, RS:11389 and Rs,3851. According to the

Registrar's instructions in forbé, the banks are required to
" “contribute not less than 12}% of their net profits to the
Stabilization Fund. No cOntriﬁﬁFioh appears to have been made
frbm the difidend on thé share capital held by 'the Government.
The State Government has not QQnétituted any ‘Relief and’
Guarantee Fund. so far. i
. 5: " The maximum borrowing power of thé Central-codﬁerati?e
banks has not been specified as a multiplé of owned funds
but iﬁ absolute amounts. The maximum borrowing power of the
apex bank has been fixed at Bs.1.90 crores which is within the
limit of 15.times its paid up share capital and reserves
specified in its byelawSLa Thére is linking’ of shareholding %o
borrowings ih' the ratio of 1:10 at the primary level, 1:40-in
the case of.Baramulla Central Cooperative Ba-a.nk, and 7i% in
the Anantnag Central Cooperative Bank. ~The banks have beel,
hdwevér,'ihStructedfto enforce the ratio’ uniformly at 1120
and to ¢ollect shére'capital at this rate in L instalments;
lthe:pac:e at whicH the share capital will grow is, therefore,
likely to be slow. As for other interhal resoﬁrces,'tﬁe coopera-
ti;e baﬁké have made little progress in tapping‘depoéits
* ‘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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Government subsidies etc. temporarily placed by central banks
and other cooperative institutions in their current accounts
with the apex béhk. At the central bank level, too, thelp081-
tion is similar; the various suspense items, charges, subsi-
dies, etc. accounting for the bulk of the deppsits; The apex
bank has only one branch: The Jammu Central Co-operative Bank
has 8 branches, while the other 2 central banks have 5 branches
each. Under the Third Plan, the cooperative banks are likely
to open 15 branches including two to be opened by the apex bgnk.
The Anantnag and Baramulla banks are not providing any banFing
facilities suc@ as the issue of drafts, collection of bills,
etc. It is not known whgthér the cooperative banks are eligible
for the deposit of funds belenging to quasi-Govérnmenﬁ
ihstitutions, but the village pahchayats were found to be keep-
ing small amounts with these banks. _
6. The cengral cgoperative‘land mortgage bank'pegigtered
in 1962 operates through 8 branches which are to be increased
to 16 in the year 1964-65. The bank has been functioning .
mainlyiwith the‘shéfe capital ofIk;LS?lakhs,wﬁich inclﬁdes‘
Government contribution of Bs.3 lakhs and has not floated any
debentures so far; the total'léan§.mgde upto the end of )
- February 1964 amounted to only is.8 lakhs, .
7. Supervision of societies in the State is in the hands
of the Cooperatlve Department and is to be gradually
transferred to the central cooPeratlve banks who are to be )
assisted wlth the subsidy to enable them to maintain such'f
étaff. The audit of cooperative societies is at prasent-
entrusted to. staff which is alsp.in-charge,of t@eir.suﬁgrvision
and maintehance of accounts, It is proposed to separﬁté the
staff for audit and supervision after the staff p081tion of
the Cooperatlve Department is improved. The number of g
socleties in arrears of audit at the end of 1961—62 was 951
:,as against 1621 societies which were due to be audlted during

the year.

-Though cooperative marketing societies have not developed
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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. Thepe 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.
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. RAJASTHAN

* The Rajasthan State Co-operative Bank, established in 1953,
is principally a federal institution of the centrel co-operafivep
banE§ except for primary. socleties most of which,are Qrom uhe '
Jalsalmer district and are flnanced by it direct and individual .
members whose number is restricted by the bye-laws to 16. The
Board of Directors includes a majority of represontatives of the
affiliated central banks and 3.representatives of the spate
Gouernment includingfthe Reglstrar,” Of its share cepital'of _r
Rse122.6 1akhs, a ‘sum -of Rs. 40 lakhs has. been contributed by the
Government. ‘The bahk has. no arrangements for the inspection of
_the central banks and:the societies affiliated to it. .
2. A4s a resuit of a scheme ofrationsllaatien by the merger of‘
~ central banks ‘and banking. unions in the -State .and the esgebiishment
of ‘Hew Gnits in certain districts, there are.at, present 25 central -
co-operative banks serving one district each, and 3. banking unions
which are in'the process.of belng - wound up; one more central bank
is to be"organised shortly in the Jalsalmer districtrnou'serxed
by a branch' of the apex bank. L
3. As regards deofficialisation, the .model bye—laws of the
central banks provide for the Collector of a district being the
Chalrman of ‘the ‘bank for the first three or five years, and a
non-offioial.Chairman to be elected thereafter. as a result cf this
process, ‘at present, about 15 banks have non-officlal Chairmen.
The meulbership of the central banks contlnues to include individuals '
but thelr number 1s on the decline. o o
4, From' the point of view of thefaccepted standards for central.
. financing agencles, 1t is seen that five.out of the 25 central
| banks had owned -funds below Rs.3 lakhs- and working capital of less
than’ &.20-1akhs while three others could not satisfy the criterion
~ in regard to-the;eorking~capitalralone,vMbst_of tbe‘inetituuions
» Ere'relativelyfnew,having been registered only since 1956; and
hence do not have any large reserves. Upte the end of June i962,
24" centtal banks had raceived State contribution of ehere capital
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aggrﬁggt;ng m.spfss lakhs and forming about 16 per cent of their
totgl’éhare capital;” the remaining bank was also provided such

contribution subsequently.’ X

5. Tnere nere 11535 primary agricultural cradit societies 1nT.
thé'Stéte;.duite a large‘number-of the sdbieties;cqntinued_#o‘:
be on unlimited liabllity. Of the total number of societies, .
244 weie 1argeésized societies and 11291 small-sized secieties,
The former had, on an average, a population of 6791 covered -
by their areas of opergtion. The membership per society was 389.;
and the ;oans ottstanding per society amounted to Rs.31988...
“The sﬁaiI-sizéd soéietfes'had;-on‘an average, a population, .
975 covered by their areas of operation.:The membership and
tné loén outstanding per.séclety -in thelr case-wers 60. and
fse 5100 respectively., In this connection, it may. also be o
mentioned that no provision has been made: for an appeal: to the
Registrar against non-admission. The number of dormart’ societies
has been on the increase and wxk largely as.a result-of mounting
overdues,?g §20 in 1961-62, representing nearly 51 per, cent of :
the total. Programmes for the provision of managerial subsidy,
have been in operation and had covered during~the Third Plan
period upto 1963564, 816 socleties tsaken up for revita;isationf
and 1647 newly organised societics. A5 at the end of 1961-62,
only 358 small societies had full-time secretaries, 4483 had .
pért-tine secretaries and 6,450, which formed the majority, ‘
.ha&:ohly honorary secretaries. o B
6. The trend in the State has been in favour of socletles . .
| based on limited liability, their proportion ‘to- the total
Innreasing from 35 per cenit in 195960 to 57 -per cent .in.1961-62.
7.  4s for loan policies at the primary level, the principles
of thgﬁéron loan system are yet to be introduced in the.State.’
‘Thug, loans for short-term and medium-term.agricultural purposes
are stiil being fixed on the basis of'share-holdings}of a.member
ahd his assets and §ﬁbjéct to overall limits set down by the
’ﬁeéistrar} In an unlimited lizbllity: soclety, maximum credit

1imit to a member for short-term loans {which are not made on
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any rational basis) is either 1/5 of his net assets or 1/3 of the
average annual value of his crops but not exceeding 8 times his
peid—up share capital, whichever was more. In a limited 1iability
society, the maximum individual 1imit is 8 times the su hg Lhd
,;capital or 1/3 of the value of his anticipated crop, whichever ’

in 400D

is less. The short-term advance, thns determined, however, 1s |
- viovaliyiv
not to exceed his actual requirements for agricultural purposes
L N

or the absolute 1imits fixed by the Registrar at m.soo per member
Lt R

in areas. where credit 1s not linked to marketing, m.1500 where
there was such linking and m.eooo in the Package area. Medium-term

loan is allowed upto 50 per cent of the value of irrigated land
and 33-1/5 per cent of Value of dry land (Value calculatedvat ‘
100 times the land revenue), sub;]ect to0 8 maximum of as.aooo. L
Disbursement of 1oan in kind or instalments is not in vogue..',f-L
Suretyfis ‘the usual security for short—term loans while, forf:
medium-term loans, the security requirements conformed td“the?;

J

recommendation of the Mehta Committee. Provision exists for the_

Vet o [ P L‘." T - ' b-—'!

creation of a charge against 1and by the borrower in favour of

P P A |

the Society. Loans were being advanced throughout +he year and

,"'l -

made repayable at the end of 12 months from the daterf issue.

A T

- ..--J

._Instructions were issued by the apex bank in 1962 for introdueing
- v Wt &L

seasonality in 1ending and recovery but how far they have been

ur\. S

implemented is not known. The societies were not being provided

. fresh finance in most .cases.. In some banks, however, the societies
: 5 FORIR

were given fresh loans if they had repaid up to 75 per cent

PRV

2 <

. -L

(Udaipur and Jhalawar) or 60 per cent (Jaipur, Ghittorgarh,‘ ]
Barmer and Churu) and on condition that the ney 1oans were used
for financing only nen-defaulters and new, members.

8. Though in view of the natural conditions in the State,

=C . Ry S i i0he,

considerable significance attaches to the arrangement for

L. R 4

stabilization of agricultural credit, little prOgress hes been

' ol tediow

made in building up the stebilisation fund at: the apex, and

" J O _‘ . ..
central "bank 1evels. The State Government has not egreed to 8
t - \

part of the dividend on its shareholding being credited to these

<0y

funds. fhough there is provision in the‘bxe:laws.qf the centrd}
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banks for contribution to such funds from out of the dividend

payable to individual members, no bank appears to have given
effect to it. 4&s on 30-6-1962, there was' no amount to the credit

!--.'

of the stabilization fund at theznex bank at all and onlY one
central co-operative bank had a stabilization fund of %.0;05 lakh
Similarly to the Relief and Guars nuee‘Fund, no contribution Was

o o,

made during the first three years 2% the Third Plan. It is-

-

Jproposed to contribute Rse 3 lakhs ouring 1964-65.-
L R

9. As for the maximum borrowing limits, that for afi unlimited
1iability society amounts to the aggregate maximum 1imits of“
individual members minus its owned capital available for 1ending
or 1/5 of their net assets whichever is lgss. For the limited
1iability societies, ‘the 1imit 1o upto e times the paild-ip
share capital and reserve fund minus bad debts and 1osses,

if any, or twice “the liability of members fixed in the bye-laws,

B S [

i

whichever is 1ess.
10. Share capital and borrowings are linked both at the central
bank and at the apex bank 1evels, the proportion being 10 per cent
at each'ievel. The financing of Lnoividuals “whi ch had been a

prominent feature at the centrai bank 1evel has been reduced F
SRUTI L L

and is now restricted to that against fixed deposits and approved

o
. a2

securities.

11.‘ The deposits of the co-operative banks in Rajasthan are poor.

= *
*o, s vt

‘Even the apex co—operative bank has deposits of only r.15 37 1akhs
from the public. The central banks have on an average, deposits
of only Rsa1i lakhs. Though the rates of” interest offered on *
deposits are stated to be competitive, there are no Special
schemes in operation for the purpose of tapping deposits, nor do
they offer various banking facilities. &o—Operative banks are not
recognised for accepting deposits from quasi—Government s
institutions and 1oca1'bodies, though panchayat samitis have
been advised by Government to keep their funds wiuh co-operative
banks. s for branch expansion, there were 50 branches in 511,
"the’ number ranging from '2 to {2 per bank for 11 banks, while

s ]

5 banks had one branch each and 9 had ro branches at all.
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Fifgy branches are to be opened during the Third Plan period,

of which 20 were started in the first 2 years.

12. Land mortgage banking in Rajasthan consists of an apex 1and
mortgage bank registered in 1957 and 30 primary banks organised
in. the majority of the districts of the State. Loans for
productive purposes accounted for only 57 per cent of .the tctal
loans issued by the bank in 1961-62. As for co—ordination in its
working with the Agriculture Department, reference may be madean
to a scheme prepared by the central land mortgage bank for
financing cultivators in the Ghambal project area, but the scheme
did not. take shape owing to various difficultieSg Particularly

in regard to finding the necessary‘ funds. No special development
debentures or rural debentures have so far been issued by this
land mortgage bank. The State Government has extended assistance

~ to the land mortgage bank by enacting special legislation to
facilitate 1ts working, contributing to its share capital, providing
| for the managerial subsidy, guaranteeing its” debentures and'the
interim accommodation granted to 1t by 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
of 12 departmental inspectors to work as land valuation officers
and other inSpectors to work as secretaries. The StateGovernment
also prOposeito route taccavi through the land mortgage bank. '
With the legislation enacted to break-up the old tenancy systems
of jegirdari, gamindari and biswedari, various classes of tenants
are now 1ln a position to obtain loans from the land mortgage bank.
But in certain greas the fact that they are not given the right to
sell or gift away the land is scanding in the way of their getting
finance from the land mortgage banks. |

13, Arrangements for supervision are generally unsatisfactory

in that this responsibility has not only not been transferred by
the Registrar of Co-operative Sceleties to the Central Go-operative
banks but has been passed on by him tc the Panchayat Samitis

after the institution of democratic decentralisation. This has
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. resulted in a weakening of the control of the Co-operative
Department over the supervisory staff, the relative neglect of !
the work of supervision and a consequent increase in overdues.’
It has, however, been recently decidad that, wherever a - _
panchayat Samiti had more than one inspector, the excess staff
should be withdrawn from the samiti and placed at the disposal
of the banks. So far, 26 inspectors are reported to have baen
transferred to the central banks and proposal for a similar o
transfer of 405 assistant inspectors 1Is said to be under
consideration. Subsidies are being provided by Government to ‘
central banks to enable them to appoint an executive officer
and two inspectors for supervising the duties. Twenty banks
have been granted subsidy so far. '

14. Audit arrangements are not satisfactory. Oning to”thé
_combination of audit and administration at the district’ level,
;and the lack of undivided attention to audit, “the number of J
societies remaining unaudited has bcen on the rise. No arrangement
for the concurrent audit of co-operative banks obtains in the
State. )
15..'The linking of credit with marketing has been negligible
except for certaln selected.districts whére less thanlz'per”cent
of the loans were alone recovered through the sale of produce.’
Progress in regard to the construction of godowns by marketing
_and credit socletles 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"-'fair att'empt to
implement the framework of recommendations of the'integrated
scheme of rural credit in Rajasthan except for the importantf.
prOposal of the Survey Committee for building up stabilisation'

funds, which appears to have assumed a speclal significance in

" this State in the context of rising overdues resulting from

natura.‘l. ca.lamities, oM.oL Gon XL W.L-re-o\mch.m oQ, wevwg
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UTTAR PRADESH
The Uttar Pradesh Co-dperative Bank, though being an apex

institutidn, continues.to finance societies direct through
ite branches. ‘Four of.these operate as central financing
agencies at tentrea where central cb—operative hanks also
Tunction. As many as 6589 primary. societies apd 166 ipdividuals
were ambhng its members as on 30-6~1962,. The Registrar of
Co-dperative Societies continues to be its ex-officio chairman,
but the non-official wice-chairman presides over the ﬁéard‘
'meetings’ and the proposal for an elected chairman is intended
to be ‘implemented after the new Co-operative Societies Act
“ig passed., - The representation of central banks on the board
of the apex bank was inadequate. State Government had
. contributed Bs.30 lakhs owt of the bank's total capital of
33.329:09'1akhs;.asfoﬁ 30-~6-1962, . The apex bank has no
‘arrarigemerts for inspecting ‘central banks. .

2.°  The -number of central banks has been brought down

from 65 in 51-52"t0 57 to serve 50.districts; as mentioned
above, the other four districts are served by the apex 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 ipdividuals butb
operate in effect as federél institutions. Officials continue
to be chairmen in the' case of several central banks but

this is expected to diéappear'after the new. Co-operative
' Societies Act is.passed. OF the. 57 banks, 7 institutions
" have .not yet bees able to build up owned funds of Bs.3 lakhs
énd as many as -9 Banks' have working cepital of less than

Rs.20 lakhs. ‘46 central banks have so far been state-.
“partnered and state: contribution to.these emounted to
Rs.171.20 lakhs out of their total capital of B5.809.92
JakhSe - .« L aey - . P

3. ' There were 54700 primary agricultural: credit

socleties in 'I:h;a State. Of these, about 13 per cent were
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dormant., A majority of the societies were based on limited
liability. Of the total number of societies, 730 were
large-sized societies and 53970 small-sized societies, The
former had, on an average, a population of 19419 covered by
theif afeas'of operation. The membership per society was
1193 and the loans outstanding péer society amounted %o
' %;1,51,457. The small-sized societies had, on an average,
a“population of 928 cbvereﬁ_by their areas of operation.
The membership and the loan outstending per society in.
fheir-bése were 54 and Bs.3786 respectively. - Thus the
societies operated at & relatively low.level of funétioning,
though they covered almost all the villages. A source of
‘confusion at the primary level is thé common ﬁembérship of cane
unions and ‘agricultural credit soéieties and the
consequent dangers of dual financing and over-financing.
4. A for loan policies, the financing of individusls is
significant in-the case of the Uttar Pradesh Co-operative
Bank which has been issuing loans to them under varicus

housing SGheﬁes,‘using its own resources of the order of

" Bs.44 lakhs for the purpose, in addition to the funds.

provided by Government, . This business is proposed to be
given up shortly, after the establishment of a housing
corporation,

S At the primary level, the credit requirements of
cultivators are arrived at on the: basis of plans, prepared
by the staff of the Department of Agriculture in . &
-collaborétidn”with co=-operative staff. On thg basis of the
- stateménts, limits for 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"maxihum credit 1limit of a member is taken as the,sum of
his'ne%'aésets.énd'l/3 of his non-agricultural income,
Subject to tﬁis ceiling, the normel credit limit is fixed
for & member at 8 times his paid tp share capital or
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Rs.2 000, whichever is less. Mortgage of land is insisted
upon for all short—term loans exceeding 5 2 000 and nmedium-term
1n excess of Rs 500.' The Co—operatlve Societies Act in. the
.State provides for the creation of a charge against the
‘interest in land held by a borrcwer.but :m naunnt by |
tmeat@d an eqnmmedent tn mnngage Seasonallty 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 lcans which are not repaid by 30 June are treated
~ as overdue.-. | |
6; | Societies in default are provided fresh finance only
it they have repaid atleast 85% of the earlier dues. The
State Co-0perat1ve Bank and 27 central banks-have created
agricultural credit stabilisaticn funds amounting to B.3.27
lakhs and k.0.79 lakh respectively. The State Government has
agreed to contribute one half of the divrdend in excees of
] per. cent on their shareholding in co-Operatlve credit
1nst1tutions to the Stabilisation.Fund and the other half
to the Relief and Guarantee Fund, A provision of Rs 5 lakhs
has also been made under the III Plan for the latter fund
which is yet to be set up by State Government.
7. Shareholding is linked to borrowing at all levels,
though specific prov1s1on for the purpose, 1n the byulaws, is
in some cases absent. The ratio is 1:15 at the apex bank
"1evel and 1: 8 at the central banh and pmimary levels. The
max1mum'borrow1ng power is £ixed w1thin 10 times the
u owned funds in the case cf the apex bank, the central banks
and the primary societies.
8. The progress made by the co-operative banks in
mobilizing depos1ts hes been negligible. Even the
State Government appear? to have been hesitant to permit
local bodies %o deposit their funds w1th central banks, as
-Government were dcubtful of the ability of the banks to

repay the depcs1ts when called upon to do g8o. Nor were the
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central banks in a poeltlon to offer various banklng ’ _
:facilitlee to the depoeitlng public, Though the branches of
the 32 central banks numbered 54 as on 30—6-62 24 banks had
no branchee at all. Only the Bljncr bank had 6 branches
while the others had 1 to 3 branches. N

9. The Uttar Pradesh Co-cperatlve Central Land Mbrtgage
Bank is a relatively young 1net1tut10n, having commenced
bu51nees only in July 1960._ It operates through a net work
of 51 branches which will eventually be converted into
‘prlmary banks, The bulk of the loans advanced by the bank
~ vas forwproduetive_purposee. The bank had no independent
‘jland valuation officere. Interim accommodation is obtained
:—frOm the State Bank of India on the guarantee of State

? Government delay in obtalnlng it and hence in obtalnlng

" accommodatlon reeulted in a pauclty of funde and coneequent
euepenszon of the dlsbureement of loans. Nb rural or
special development debentures have been o far ieeued.
Speclal 1eglelat10n for co-operatlve land mortgage banking
‘has been 1ntroduced in the 1egielature. o _

;10. ‘The preeent poeltion in regard to-supervlsicn 1é
'farhfrom satlefactory as the central co—operative banke have
no control over this sta?f who}belcng to the Uttar fradeeh
-00-operat1ve Unlon. A change'inptheee arrangemente ie now
.under conelderatlon. o o |

11._ ThlB is the only Btate where audit ie outeide the
- purview of the Regietrar of Co-operatlve Socletlee and is
- ‘the reepon51billty of a Chief Audltor worklng directly under
" the Finance Department but there 1e some cc-ordlnatmon
between the two departmente. The 986 endltors now in
the Department do not appear to be adequate in relatlon to
; the magnltude "of the job o be done. In'196l—62 eocietiee
in arreare of audit were 18, 937.

12.- Some prOgreee has been.made in the State in reepect
. A T SO

of 1ink1ng credlt wzth marketlng. In 1961—62 loane of
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the order of Rs.2.84 crores were recovered by 94 marketing
societies on behalf of 11763 agricultural credit societies.
Some of the transactions, howeveér, 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 development
in the State call for action which will bring the existing
position into line with the agreed policies uﬁderlying

the integrated scheme. In particular, the banking

structure is to be rendered truly federal and _. .

r co-operative an& more cepable of raising resource:ii The
position in regard to audit and supervision also needSreform

and improvement in existing arrangements.
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. PUNJAB
ey, Tﬁe” Punjab. State- Cd—operative Bank, which, had been '

started i 1949, bacana the sble gpéx bank Tor the reorganised
Punjab Btate, following the amalgamation .of the,Pepsu PR
Cé-pperative Bank - with 1t in:1958, .Its membership included
as many as 2526 societies and b:'individualsl the former being
the legacy of the-Pepsu apsx -bank. -As for the létter,‘ the-, -

: policy is‘not.to *'admit any more individual members. Only 12

directors out of "the 21 alected directors on the Bbard of |
Managemant represent .the central banks. State ,contribution
of P56, 33 lakhs formed 51.8 per cent of its total share
capitalliof- Rs.108.69 ldkhs &sron. 30-6-1963. .

ia2y. '...Thebe -wdre 31 cantral banksserving: 20 districts as,on

473026<1962, twhich may be ‘compared.with.74 banks. and- banking

L

unions: in.1955+56.. - The- agread: programme pf- rationalisation,

>howaver; isinot yat complete and:four morg-of the  existing.-

banks -are t0 be merged; so-as-to have 27 banks..The membership

-~of the.central banks included 28161 sogieties:and 3757 - .

<~ individuals. -Three bdnks: had owned- fu.nq,s of less than.Bs.3

- L4

“lakhs and-working: capital bf . less than B.20 lakhs. .27 out.of
‘. the” 31 banks-had, recelved:state contribution. of share- capital

“0f Bse67.436 lakhs.- .There;yasjgproyis:!.pn: for t'h_e State Government

to: be represented on-the board of directors of. central

co-operative bahks. ST -SSR S o

«r' 3o, &. Thera ware 19019 primary. agricrultura]r oradit societles

in the .State. : Of ‘thesej: only 8 per cent, were. dormant.. A =
majority of -the sot:ieties continue to be ‘bgsed on unl:lmited -
1iab{lity, ©Of tha tatal.mumbar of- societias, -25 were largg~
sized societies: and 18994 small-sized societ iés. f Thqs{ei(, ?

. soclgties (both darge-sized:.and: small sized ), had .on; an-.gverage

a population vf 852 .coverad by, their area -of operation. --In.

* the;:case’ off large sized socletles; 'l:_he..membe_zjghip'"pe,r, soglety

was 360 /and. the:.. Toans wutstanding pex: soclety amounted o -
R4 50,920 *~In ‘the; cass. ;o:t’,.'qm.a'll-ésiaa&soctie:t ieg,t the ‘member-.

. .ship. per society was only.75 and the iloan:outstanding per. .

society was 1s.10,060. The working of the primaries in the
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State appeared to compare favourably:with the All-India position
in somég Tespects; the average deposit . per socisty was. s 2,705
:fd;; "Pl_iﬁ':]éb”- gnd s 621 for :all-indias .and 'depb.siﬁé ‘per members .

Fs 36.1 and Bs 9; share ~capital per matbg¥ Bs 38.5 and: 35415 .
16ans” Advanced “pet - borrowing member % 254 and ¥ 231;: the propo=
rtion of A and‘B oldss ‘socleties 29 per “centiand 13 Lpérf centy.
respactively.’s Of the 1560 societies -to be ravitalised-and 1000
new Soc¢ietiéd for which: -provision is madeiin-the IIT Plan;-600
were':r'et"ritéli.sé'd and "‘.300' organised newly in 1961-62 while. -::
during 1962263, 100 more wereitc be .revitalisad- and:;‘40(_). newly.

oA

I T .l - . . - - omo. ., e . .- ~
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4, The loan policiées of-apex-ard centfal:banks Teflscted..
prlority for agricultural eredit ‘societles “andthe -financing.of
ind'ix'ric‘h“:jé.is’bécure“d ox‘al:,r_,:t’:d-v'w‘ne.gligibl'e' extenti At,the'primary
level, -the-crop- loan system-had.not:yet:ibeen: introducsd;-the;
multiple of land Pevehue continuing to be the basis for. fixing
‘ithe” ered@it 1imit of'ahn individual-member.:.For.a land-owner;
it is .50‘“ timas: the land’revenhue plus one quarter ‘of :miscellane-
ous 4Acome, and for a tenant 15 times thé land revehue.plus: one
quarter of miscelldnedéus” income’ ~ In. 5~ societies out .of every _
" inspector!s: cirele) by way’ of an experiment,’ thie maximum credit
T 13mit s Yelng takeh- b 1/3 of tha. gross total’intoma, -subject
to an overall ceiling of: 1'1-531‘,000. A more liberal basis st‘o_r:_f
fixing credit limits has been adopted in 5'fselectefii'dist?¢ct§
whoTe" the: multiple’ of lamd r'evqrrua.. is; raised £rom 300 36 .- the
ceiling i wratsed from’fs. 1000 %o W'1200 and ‘the dnereassd .
eredit 'is provided for® the purchase of fertiligé'rs." ‘Inthe -
Paf‘ckag'e district. off Ludhiana, the maximum Limit (s f£ikxed -ab”
1/3 of ctha” borrow’er's«"-‘-gréss 'i!jdbﬁre‘ from agriculturalras well
as ‘d_i_:her“- gources, isubjJect, liowsver ta the ceiling'of R; 25,000,
Short-tern-loans "are ordinarilyissued :apainst two ‘personal :
- suretiles. Mortgage'security -ls, howeversrequired in the -special |
cage’s 'whign “the “loans. ‘éxCeedrl;é 140003 such iloans' wouid ‘requite
approval of theiofficersd of Co-operative Departument.! In “the”

casa of medium term.credit, the loans upto f5-500are on/ surety,
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from B 500-1000 are on the declaration of a charge on land
(for which Qoopsrative Societies Act provides) andit 1000 and
more, on mortgage of land. The practice of issuing loans in
kind and in instalments 1s yet %o be seriously tried.
Seasonality in the issue and repayment of 1oans is generally
abseant but an experiment iIn this direction is in progress in the
three districts where the basis for fixigs oradit 1imits
has been liberalised.
e on the financing of defaulting societies, the practice is
to provide them fresh 1oans if they have repaid at least 664% )
of the earlier dues, _only on the recommendation of the Assistant
Registrar and subject to the conditicns that 1) the financial
position of 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.
6. The by-laws of the apex and central banks in the State
'provide for contribution to their stabilisation funds from out -

of net profits, the amounts in the funds at the two levels on
50-6 62 were Bs 1. 15 lakhs and B 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 dividend on

- their holding of share capital in co-cperative credit 3
_institutions to be credited to this fund. The State Government
have created a relief and guarantee fund the amount tc the
credit of which, as on 31- 5-1962, vas ks 2.50 lakhs, a provision
of a 2 lakhs has also bsen made under the Third Five Year Plan.
?. Deposits at the apex as well as central co-operative bank
lev;ls showed a decline in 1962-65, vwhich has baen attributed
in oart to withdrawal of deposits both by societies and
individuals for contribution to the National Defence Fund and
National'Defence éertificates. The rates offered by the apex
bank and by some central banks are stated not to compare
favourably with those offered by commercial banks, and the'
former have been’recently revised to make them competitive. ]

The central banks in the State have,in 311, 104 branches but
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_these are not evenly spread. - Three banks have no branches at
dll and seven others, one branch_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 Mortgage Bank, set up
in 1958_ used to Operate through tha agency of the contral |
co-operative banks till 1962 when 14 prrmary land mortgage banks
were set up. Special legislation was passed in 1957, so as to
facilitate their functioningt The State Government provided'a
subsidy for the emoloyment of a divisional land valuation
officer and 5 1and valuation officers by the ecentral land
mortgage bank and 29 orficers in the primary banks. Further,
the Government has assisted the banks by guaranteeing the
debentures floated, as also the ‘interim accommodation obtained
'from the State Bank and by contributing B 25 lakhs to its share
capital. The two series of rural debentures floated by the bank
elicited poor response. Though the loans made for productive
purposes, especially purchase of tractors, arg-on the increase,
the proportion of 1oans made for repayment of prior’ debt and
redemption of mortgages constituted about 41 per cent of the
total 1oans {ssued during 1962-63; |
9. The machinery for supervision continues t0 ba with the
Co—operatiee Deoartment though there is a proposal to transfer
the staff to the central banks and to subsidise the latter for
maintaining such staff. The charge per supervisor is said to
range from 25 to 40 societies on an avaerage 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 under the Registrar of CoOperative
Societias) appears inadequate in certain areas as, for example,
those served by the central banks of Nawanshahr, Bbiwani, Ambala
and Kapurthala where the.average number of societies per auditor
is 51, ee, 59 and 48 respectively. In the result, audit hag

"=

remained in large arrears, the societies audited in 1961-62'being
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only 30278, as comgared with 34000 which were due for audit.
11.  On the question of routing taccavi through co-operatives,
the State Government came to the conclusion in March 1964 that
the time was not yet ripe for switch-over to the routing of
taccavl through co-operatives and deferred consideration of
the scheme by ona year.

124 Little progress has been made in linking credit with
marketing. In July 1963, a programme was launched under which
two marketing socleties and 20 service co-operatives were to be
selected for the purpose by each Assistant Registrar in his
circle and the linking was to be enforeced in respect of 20
selacted growers from each credit society. The results of
this experiment 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 yat to be dona for giviggA
effect to agreed policieslip respgct ofiig;napaééeics at the
primary level, the mobilisation of deposits by cent:al banks
and improved arrangements for more efficlent supervision and

the marketing of produce through co-operativas.
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KERALA
The Kerala State Co-operative Bank which was formed in
“November 1956lf6110wing the reorganisation of the State is-
a fully federal institution with only the central banks and
State Government as members. 0f the 14 members on the Board
of Directors, nine represent the cenbral banzs, four the State
Government and one the central land mortzage bank. 0f the
ﬁbtal sharé capital of R.55.58 lakhs, the state contribution
was Rs.23 lakhs. The bank has inspection staff of its own
but ia”understood to have faken ugy no inspections since 1961.
24 There were only 7 central banks'serving”tre-Q districts
of the State as dn!30Q641962; but one central bank has since
then been trifurcated, so that now each district- is served
by a sefarate central bank. In purauanée‘of”tha‘pracﬁicé’%hat
f‘the'first board of directors of a central bank is to be nomi-
nated by the Registrar of ‘Co-operative: Societies,'the boards
“of three banks are at present'nominated while those of thé
others are elected. Individual members in the central banks
':qﬁere'limitad'in nﬁﬁbéf‘and usually had twé representatives
on’ the board. "Cértral bdahkd morée thad®satisfied the criteria
Jfregardiné"bwnéd'funda and working capital the former ranging
between K:6.08 lakhs and R.51.42"lakhs #nd the latter bétween
“f5.45.78 -1akhs and'ks.329.65" lakhs. "A11 the banks were State-
partneted, with sharé Sontribubion being R.26.50 lakhs cr
' 26% of their total share ¢apltal: '5.-"“' Tt T
3. " There were 2397 primiry agricultural credit societies
in the State. Of these, as many as 20 per cent were dormant.
"3 majority of the.sotleties were based on iiiiited’ 1iability.,
Of the total number of societies, 148 weré large-sized Socie-
““%ies and 2249 %Pali-aizedﬂsdéieties;':These societies (both
large-sizedgégall-sized) had, on an average; a population
“-of 5066 covered by théir areas of operation. In the case
) of large-sized socleties the membership’ per society wés _
1000 and ‘bhe “Loars "ovt standing per society amcimted to Rs.1,03,568,

*“Which Includéd Toans rélating'to“soéietiés under Directdr of
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Harijan Welfare. In the case oi small-sized socleties the
membership per society was 373 and the loan outstanding per
soclety was Rs.24,644. The borrowing membefs formeo_onlylésﬁ
of the total and the average loan per borrowing member was
sonly Bs.149 far less than the national average ofls.231.f Tﬁe
number of dormant societies had declined in 60/61 but again
increased in 1961-62, presumebly because of overlapping juris—
diction and dual inaneing of members- this has become p0551ble
because of the present practice (permitted by the co-operative
law.of-the State) of allowing the same indivdual to beeome a
- member of more than one csedit soclety. f . -
& As .for loan policies, it appears that the cr0p loeh
system is yet to be introduced in the Statce as a whole, except
for the area served by .the Ernakulam Central 00-operative
Bank where crop-wise scales of finance are understood to have
_been fixed. ‘The maximum amount of loan which msy be issued
to,a member of -a society 1is fixed at m 2 000 of 8 times ‘the
-.paid-up share capital wbichever is ;ess. Or@inary mortgege
of -land is obtained as security for loans e;ceeding &.20e.end
:-in some distriets, even for m.loo_and;above. _The?e is_oo
;rreguirementltﬁat the sureties should beﬁland-owners...Though
--the: general pfactioe is to insist on;mortgege\seeuritgsio# '
all, medium-term loans, irreSpeetite_oi_size, e.slight-reiaxa-
tion has recently been introdugeq in Alleppy and_Ernekulaﬁ
central banks where personal suretymis_aoeepted for*steﬂ ioans
,;upté R.100 and Rs.500 reSpectively. As for seasonality, loans
are- disbursed all through the year and are. repayable in 12
.}ymnths, except. for loans_for,paddy cultlvation whieh_ere given
. before the .sowing season and run for 6 months. | :.,i
. 8s _The practice is fog defaultlng soc1eties to be provided
with fresh. finance if, they have repaid at 1east 75 per cett
of their dues in the case of Aimited liability 5001eties and
66 2/3% in the-case;of,qnlimited liability societies.: As for
. the stabilisation funds, the State Government have agseed to

the excess of dividend on their shaqe capital in co—operative
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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-
lisétiog funds are negligible in the three central banks which
have cdnstituted them; the otner four banks are yet to seb up
this fund. No allocation was made. to the Relief and Gurantee
Fund during 1961-62 and 1962-6C but contributions of Rs.1.00
-1akh.and10.50‘lakh are expected ¢5 he made in the following
“two years.
G .In the matter of building up internal resources in
the form of deposits, there has been some progress at the apex
“and central banks levels. The rates offered on depaosits were
‘generally competitive. The barks have been approved for
- acceptance of security deposits of contractors, government
servants ete. No central bank had branches as on 30-6-1962
except 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 Morigage Bunk and 10 primary
land mortgage banks. This apex institution, on its establish~
“ment in 1956, took over the business of the Travancore Credit
Baﬁk, a non-co-operative :institution which had been earlier
engaged in this business in the erstwhile Travancore State,
and the Cochin Central Land Mortzage Bank operating in the
- erstwhile Cochin State became a'priméry affiliated to it.
The bulk of the loans, representing 67.5 per cent of the total
in 1962463 continued to bhe advanced for repayment of prior
debts. 4 beginning was made with the floatat;oq‘oﬂ rural
. debentures but it was not sﬁcceszul in that the issue for
;'$;12 lakhs had to be closed with'gollections«of only R.7:10
lakhs:including the contribution from the Reserve Bank. A
significant develobment in the bank's operations relates
. to a’scheme for providing 1ong—term}loans to small cultlvators

for bringing under rubber cultivation about 1 lakh acres»x
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during the III plan tnder the 7fsc;heme. The State Government
agreed.to guarantee the difference between 50% of the present
value of the land to be mortgaged and 50% of the prospective
vaiue after devélopment, so as to enable the bank to relate
the size of its loan to the latter. The loans are made for a
total peried of 16 years, with repayments commencing only -
after 8 years when fhe plantation would start ﬁormal yield.
‘The funds required are raised by speciai development debentures
for 8 years to be taken up by the Reserve Banﬁ to. the extent
of 75% and by the State Government upto 25%. So far, such
~debentures of the value of Bs.5.41 lakhs have been floated.:
“ Ordinary debentures are to be floated for public subscpiption'
at the end of the 8 year period, for replacing these special
debentures. Government sssistance to the bank has been in the
form of contribution to its sﬁare capital and the deputation
“of a departmental officer for concurrent audit, and of a Deputy
Registrar.to work as its Assistant Secretary.
2. - Supervision is the responsibility of central co-opera-
tive banks which have‘special staff for the purpose. According
-"to a review of the position in 1959, the ‘number of societies
in the charge of a supervisor appeared to be larger than the
norm envisaged viz. 25 small-sized societies or .15 large-sized
societies. The Strte 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 éovernmert would undértgke to subsidise
the banks for this purpose at the appropriate time. .
9, Audit arrangements appear to be inadequate as audit staff
areé also entrusted with other functions. The number of socle-
ties which remained unaudited at the end of 1961-62 was. 3442
as compared with 7070 due for audit that year. Concurrent
audit 1s in vogue in the central banks.
10, By and lafge,-crédit is not linked with marketing .except
for the operation in the area of the Alleppy and Ernakulam
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districts, of the Kettuthengu system, under which the credit
society secures the usufructuary rights over a certain number
of cocoanut treées 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
introduction of the Package Programme, gembers of credit soclie~
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 ocutstanding.

11. Though, from the point of view of the-structure of
institﬁtions 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.
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MYS ORE

Following the liquidation of all the central banks in
the State in the thirties, the Mysore .Apex Co—operative Bankhad
“been functioning as the sole financing agency for primary

[l e
societies in the State through branches, till central co-

Al . F

operative banks came to be re-established from 1951 onwards.

v

In line with this development, the composition of membership
of the bank has also changed and, with the number of society
members declining from 2151 in 1953 to 35 in 1964 and the _

| membership of individuals of 197 disappearing totally, the-

' bank has now emerged as a federal institution. On the Board

of Management, there are 19 representatives of central banks,
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6 nominees of the State Government and the President of the
Central I.and Mortgage sank.' Action is being pursued by the

bank to get the number of State nominees reduced to the

1" 4 3

commonly accepted strength of 3. Of the share capital of
m. 156 16 lakhs as on 31 January 1964, the contribution of

the State Government was m. 71 1akhs.
Sy, ) ZF
2. Each of the 19 districts has a central co-operative bank
teoal
Which satisfies the minimum requirements of owned funds and

working capital The central banks are predominently federal

s Tl S

'.‘
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institutions and give priority to the credit requirements of
' societies, the only notable exception being the coorg Central

bo-operative Benk in the case of which the proportion of

LA

loans to'ihdividuals to total loans outstanding was as high

as lS‘per cent. Each central bank had an elected chairman;

vt

[

Ali‘the’ institutions had received State contribution to share
capital which together amounted to m.94 66 lakhs out of a total
share capital ‘of m.362 50 lakhs. ) v e g

37 'There were 9361 primary agricultural credit societies

in” the State, Of these, as many aslgo perqcent were dorment.

A majority of the societies were based on limitednliability.

of the total numbér of societies, 724 were large-sized socleties
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and 8637 small-sized societies.“ These societies fPoth large-
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sized and small-sized) had, on an average a population of 1955
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" covered by their areaS of operations. In the sase of large-
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.sized- sccieties, the membership per society was 519 and the
r . .

loans outstanding per society amounted to % 67 566._ In the

carr

case of the- small-sized societies, the membership per society

T T IR T CL AL WS KO S Prow Tand

was lle-and the loan outstanding per society Was ﬁ l5,569

~ Al

Even the new co-operative societies Aot of Mysore of 1959 _
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does not provide for any appeal to the Registrar against non-

admission to membership._ It was proposed to revitalise 2,000
societies and organise 2, 000 new societies during the Third
i Tl SRR E SR
Plan period. Of these, the achievement in the first two
- . i LAETUN TR, Sl

years “of tha Plan is understood to be only l 288 societies.

.“.‘I. N S ___’.‘ 2

From the point of view of the machinery for sugply of credit

K TS R . - u
at the base, it is relevant to note that production loans
Pemor av, T 1i~f‘ o . AN i

continued to be made by marketing societies in Coorg dealing
Feo P \l. ) 2
with cardomom and- oranges. ) B
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4. Though credit is still basedjon assets, crop finance, is
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being 1ncreasingly oriented towards_production requirements.

The scales of finance per Fcre according Xo cost of cultivation
ot ',.'f* SERETAS LA PR S : PR g “ . Y R

of different crops are fixed by the apex bank in consultation

- * ' 12 T .J- .

with the central fina?cing agencies. The %oan amount Ior each
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individual is, however, not expected to exceed Bs. 2 000 except
1. Huudiego T AL Y L

with the Registrar's permission. In the area,of central co-.
operative banhs 55 ﬁelgaum, COOrg, Nbrth Kanara, Dharwar, Gulbarga,
andfaa}chur,JlfansJareﬂmafe against the charge freated by the

S L S T C Tt odaG ! .

borrower on his land, for which’ there is provision in. the go—

l . "‘-‘

operative Societies Act. In some societies, there is

insistenee on mortgage*of land for all 1oans. Short-term loans of
AP S HE .

. 200 - 500 are issued on a surety basis in the areg of..10.

R I (O )

central banks. Mortgage of land is insisted upon as . security

50l i erew 2

for medium-term loans in all banks except for two which make
: ” tN *? ."i'?‘"

- .- -
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such loans up to K. 500 on surety basls. Nine out of 19 central
banks are stated to be issuing loans in kind in the form of
manures “ahd fertilisers to the extent of 10 to 40 per cent of

total loan-.‘ The * instructions of Government are that the -

crop loan should be disbursed in two to three instalments
depehding upon the size “of the 1oan but "the extent to which

T .o LT - LI R

these  are implemented is not known.
- Financing 'of defaulting societies used ‘to be bermitted

1.

only in cases where 90 per cent of “the earlier dues had been
repaid. 'As it had ied to progressive reduction in the number

of borrowing members and created a disincentive to repay even
o

on ‘the part of ‘loyal members, "the percentage of recovaries _

PR

i required for fresh financing was reduced in 1963-64 to 65. As
natural calamities have been a major factor in accounting for

‘heavy overdues 4n’ parts of the State, progress in the constitu-
Yoo =t Tt

tion of the agricultural credit stabilisation funds at the _

various levels is of special significance. The State Government

[N

have “not’ yet taken a decision as to whether a part'of the

LS
N

dividend on its share's in the co-operative credit institutions
" should be ‘credited to the stabilisation funds. The bylaws of
the apex bank‘provide ‘for' contribution to the fund from out of
net‘profits- the amcunt ‘thus accumulated in the fund so far is
R.- 5,94 1akhs, “Of the’ 19 céntral co-operative banks, six have
constituted the funds, the' balance’ to “the credit of whioh was,
in“ all} only H. 40 000 as’ on 30.6.1962.° T '_
B ‘The  makimum borrowing power of a member'of a primary';
- goeléty ‘is usually 40 times his shareholding and that of the
primaty society Varies betwéen 8 to 10 times the owned funds in
the case 6f 1lfmited liabilify societies and 1/6 of the net
liability . ;
assets in unlimiteqzsocieties. The maximum borrowing power of
central"co-operative banks is fixed at 12 times the owned funds
ahd that' of the apex‘bank at 15 times ‘the owned funds.'share-
holding’ and' borrowing are linked at aly’ the 1evels, the ratio

being 1320 at’ ‘the’ apex bank level and 1:10 at the central bank
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_?.i‘ The deposits position of the banks in, the State is, Nexy

i

-

pocr(:H ln the cése of the apex bank the deposits of. individuals
3 . l-:.- bl 4 .:A'I_.

ShoWed a fall during 1962-63.:The central banks deposits,

though on the rise, are still unsatisfactory, five or, Slx
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institutions accounting for-a large proportion of the total.

ns regards investment of the funds of quasi-Government institu-

tions in co-operative banks, Government have permitted munici-
Ly’ o IR S . : <

palities to invest their surplus funds with theee banks, provided

B BT rf "w'.l,.l._ LA o x

the banks concerned deposited a sufficient amount of security
RS et

w1th the Controller of the State Accounts Department. 4 stipula—
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tion of this kind indicating, as it does, the lack of, gonfidence

i"‘". t,,_l.l

i of the Government in the ability of the co-operative banks to

1
e
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meet thelir liabilities on demand is not likely to inspire the
M | ] ”' oLy .|.- -

confidence of the depositing public in the cc-operative bank
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~

Much progress has not been made in the matter of branch expansion
R SR S )
by the cengral banks in the State except for the institutions
EIER IR & £t B TR st
in the districts of the erstwhile Bombay State.“
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8. The Mysore Central Co-operative Land Mortgage Bank operates

2

Y

through primary land mortgage banks, which are, 138 in, number.

.‘.I _,n

.»-—J

The bulk of their 1oans are, for the gdischarge of prior. debts,

LT

the loans for land improvement purposes forming only: 13 per,

P g

cent of the total in 1962-63. It is stated that the grantwof

,,._'~-. rlr "t +L._,

‘taccavi loans by Government at a lower rate .of interest for _

L

5 similar productive purposes e.g. sinking of wells, purchase of

B R R R

oil enginee etc. hes adversely affected the prcgress of +thg.co-

--‘ -t-.. -

operative land mortgage banks. It was agreed as early as-

December 1960 to draw up schemes for financing qultivators in

the areas served by Tunga and Bhadra irrigation.projects, and'

"_f " w '1'-.- “"“"’ "J“‘l"
for financing areca gardens and to float special development.
FE AL A B B aor ‘

debentures in this connection, but not _uch Progress has been‘

CLBeps Foaw '
yet_made in its implementation.ﬂ The bank has Lloated. rural
AR L T ‘,_,9. AU I R L

debentures on two occasions for _ 8 total sum of %.20 lakhs,;as

N "‘ L.‘ it 5
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against which the actual contributions emounted to Bs.3.91 lakhs
ineluding a sum of K.2.01 lakhs from the Reserve Bank. The
failure of .the experiment is stated to have resuited from
-inadequate preparation and propaganda, the paueity of &avings
with the rural public and the limited time for whleh 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 continuing guarantee and the
Government has to be approached separately every time that

a debenture issue 1is 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 untrained, particularly in banks such as
those in Bidar, Raichur, Gulbarga, Kolar, Karnataka and
Kanara. Purther, it is stated that the suﬁervisors 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
societles due for audit were audited during 1961-62. In the
area served by Gulbarga, Kanara and Bellary central co-operative
banks, the number of socleties per auditor was found to be as
high as 76, 60 and 61 1n 1962-63.

11, No progress was made towards linking of eredit with
marketing except in the Mandya Distriet whére, under the package
scheme, a specific programme had been drawn up for the purpose
and recoveries to the tune of B.6.64 lakhs forming about 8.3 per
cent of the total advances of the agricultural credit socleties
for short-term purposes were made from the procecds of the

members ' produce sold through the marketing sociseties or from
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the loans sanctioned to them on the pledge of such. produce.
12. While the institutional structure at apex and central
Baniiievels in the Statg appears to have been built up on

the 1ipes_of accepted pblicy, impledentatignawas not gatisfac-
tory in: several other aspects of the'ﬁntegrated-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 stabilisatlon funds at the pace required and adeguate

arrangements for supervision.
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ANDHRA PRADESH
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The Andhra Pradeeh State Co-operative Bank was formed in

Le I
July 1963, by the amalgamation of the two apex banks previously
serving the Telangana Region and the reet or Andhra Pradesh,;

sz ¥

marking an important step in the integration of the policies

[} .

and PPQGR%CBS in the two regions. The membership of the benk

RS B

is reetricted to)central co-operative banks, the individuals
£ : A
and society members of the Hyderabad Apex Co—operative Bank
H vk -
being continued a8 nominal members. The bank has received State

Caald L - . T e

contribution of ks 68.00 lakhs, to its total share capital of

Rs 217 lakhs._ The man_gement of the apex bank is predominantly
in the hande of the central bank representativee. The bank*has
inspection machinery of its own. .

2._'| There is one central bank per di-trict, except for the
districts of Nalgonda, Eaet Godavari and Krishna, in all, for
the 20 districts, there are 25 banks, as compared with 45 banks
in 1955-56 the reduction being accounted for by the merger qf
several weak banks in the Telangana area.r All the existing
central bankssatisfy the criteria of a minimum owned funds of
k 3 lakhs and working capital of e 20 1akhe. The Telangana

banks which had offioials as Chairmen in the earlier years have

3
A i

eleoted Chairmen eince their reorganisation. Of the 25 central
bank-, 24 have received State contribution of share capital
aggregating fis 145 lakhs out of their total paid-up capital of
fs 459.49 lakhs, the excepticn which has not received State
participation ie the Cuddapah Central Co-Operative Bank whose
finencial poeition has been rendered unsatisfactory by chronic
overdues and miemanagement. ' : l

‘53, ' There were 14, 582 primary agricultural eredit societies

in the State. 0t these, as many as 14 per cent were dormant.

A majority of the societies were based on unlimited liability.
~
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Of the tctal number of societies, 587 were large—sized socle-
ties and 13 995 small-sined aocieties. These societies (both
1arge-sized and small—sized) had, on an average a population

of 2037 covered by their areas . of operation. In the case of

.

. . - T~

1arge-sized societies the membership per soc1ety was 704 and.

RO

the loans outstanding per society amounted o Bs 1. 57 152.
the case o£ snall-sized societies the membership per society

~ was 83 and the 1oan outstanding”per society was Bs 10 640.

There is 2 provision in the Co-operative Societies Act for
appeal against non-admission to membership. As against the
_target of 4,000 societiee to be revitalised during the Third

| Plan, 1485 societies were taken up for revitalisation.in 1961-62
and 1962-63. | o

4. g; As regards the loan polic1es at ‘the central and apex bank
levels, priority is accorded to agricultural credit and the
financing of individuals, which ig limited in volume, is
Jrestricted to lending on the security of Pixed deposits, govern—
ment securitiea: etc. At the primary level, it would not be
wrong to say that by and 1arge, the principles of the crop
loan system are yet to be 1mplemented in the State. Disburse-
ment of loans in kind and in instalments is not in vogue. The
practice of fixing credit limite of members in the Telangana
area on the basis of the land revenue paid by them is in the
process of gradual disappearance.' The maximum credit limite

are éeneraily-iow, varying between & 500 and Bs 3,000 in small-
sized societies, B 500 and Bs 4,060 in iarée-sized societies,

fs 500 - s 5,000 in rural banks and B 50 - Bs 100 in Harijan
societies. All loans exceeding B 500 per member require a
nortgage of land, tne limit being k'§50 in the package‘areas.
Provision-exists in the Co~operativé.Societies'ict for the

creation of a charge ageinst the land of members. Lendléess
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_tenan;g are.generally refused loans but it has recently-been ..
:decided, $hat- they, might-be advanced loans if:certified .as-culti-
vators by en agricultural extension officer or a panchayatdar
of the .society. ;qusQnaliﬁy;is:not.obser§ed:in.the timing-of
lendings.-ox recoveries: . ..o- - .-tt b S

5. Though generally-cautiqus in making fresh advances:to -
defaultex gocieties,”the_;entpal-co—Opegative,banks in Andhra
-area.make such advances, -1f the gociety has repaidwat ledst

75 .per cent of itsidueg and its members have.mepaidr6642/3f.lil
per cent of their dues, .for financing new-and non-defaulting .
members. In the Telgngana.region,ig defaulter society should”
not have overdues. sxceeding 50 per cent of the .demand from the
preceeding year-and - its defaulting members: should not-exceed -
25hpgrigentioﬁwits:@ndebted;memhersuduxing.the-preceeding year.
It pggpld_glsorhaverstgrtedgpperciveiaction,against aii its
defaplter members befbyeiit could become eligible for fresh -
finence from the central. banke-to finance new and non-defaulting
members. The apex and central co-operative banks in .the State
hqvejconstijuted;ag;icultﬁral credit stabilisation funds by “",
allocating a- part;of their ennual profi%s as also a part of the’
dividend on Goverpmgptgcontributed-share*caﬁital to. them.. .The"
amountg xp;theqpredit;ef»the;funds_ame B8 5.30-1akhs -at ther apex
.bank level;and Rs:-8.30.lakhs intall forr the ecentral banks. whieh'
haverset up such . fundg.s -+ ocvan 0o T -
6.. : Linking of share-holding to borrowing obtains at all
(.kevels,, the. proportion being 4:20-a%- the apex bank level,. -

and between.1:20 and:1310-at the,centralxbankflevel.dhd-1:io

at the primery-level.  ;As regards the mobilisation of inte}nali

regpu;qesuig-the,i@r@;gfﬁdepoégis,,thg co-operative. banks

have yet, to make ;much progress. Thougl:. they -offer various: .

banking facilities and competitive rates of interest on- .
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deposits in mowt cases,’ branch 'expé'n'sio“r'a has- hot-taken ﬁlacév‘tq
-any-significaht: extent. 'Seven of the banks do not have' s ‘single
branch; the.other 18 banks have in all'52 brenchés. It is '~
understood thet:the State Government is trying' té persuade’
local bodies, State and other industriai"‘organizé.tiOns—‘t6 “keep
their.funds: in deposit with éo-operative'bamks.” - ¢ A
T« * - The Andhra Co-*operatiVeACentre-il .Iand Mortgege Bank
operates through primary banks which aré usually one or twé per
[district in the Telangana area and one per taluka in the rest:
of ‘the State: A special.secti‘ori in"the JAndhré :Co-operative “a
Societies "Act contains ‘the various provisicns intended -to * -
fa:cilitate':the-.wofking of the land mortgage banks, by cutting -
short procedural delays. ~ Of the ‘total léans of By 322.54 Aakhs
:advanced in-1962-63, £ 300.94 lakhs were ‘for land development
purposes. ! Twoi geries of spécial ‘development debentures-have ° i
been’'so far issued. by* the central 1aﬁﬁ'moftgége ‘bank in-"con'rfe‘c'-
- tion with the development. financing under the Musi, K.C.Cahal
and Kaddam projects; the total: amount’ of the iseries.' is Rs'258% -
lakhs; ofswhich fs 13.50 lakhs was takeh up by the Reserve Bank:
and after the establishment bf the Agricultural Refinahce ¢~
Corporation, Bs 216' lakhs by the: Corporation; the balance beihg
teken by the State Government.. In this:éonhection, the State
Government has extended:a guarsnteé to. the ¢entral:land mortgage
bank to the extent of the difference between the wvalue of land
before:rthe improvement: is effected- and that' eftér it has taken’
place, .on the.terms recommended by tﬁe Survey'-committée.-'iﬂndthei'
schemeiin which. the bank hds-taken active 'interest'is that ‘of
rural debentures. So far, the -bank has floated 8 .sériés of-
rural debentures: for R 166"lakhé'a:2%hew'céllecﬁons ‘amounted 'to -
Bs 12%.17 lekhs .of which Rs 61.79 lakhs répresented the Reserve -

Bank cox.ltriﬁution.'- Apart‘from-gu:aiante'éing débénfuféé -ahd ‘thé!
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interim accommodation from thé State Bank of India, the State
"Government is helping the Long-term dredit struéture by provid-
ing staff, partly subsidised,” for the inspection of: the primafy
bahks' and valuition of lands.
8. ' The supérﬁisio; df”hgricultﬁral-cfedit gocieties is at
~ present the sole réspbnéibili%y of the central banks, even in
the Telangana area where it used t6We in' the charge of depart—
mental staff. Thanks to the aggistance given to central banks
for the purpose, ‘their supervisory staff appears to be adeguate
with reference to accepted standards of workload. Audit: staff
is also’ generally adequate and there are no large arrears of -
audit, T e vt
9. There has been little progress’in the 1linking 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 goods and, in some
cages, 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
concessions to societies formed for scheduled classes and tribal
people in the form of exemption of audit fees, registration
charges, grants for employment of part-time staff, guarantee of
central bank advences, etc. A special organisation viz. the
Andhra Scheduled Tribes Co-operative Finance and Development
Corporation has béen established for helping tribal co-opera-
tivps in the matter of credit, supplies and merketing of hill
produce.
i2. By and large, the institutional structure in Andhra
Pradesh corresponds closely tg that envisaged under accepted '

policies, though the central banks in the Telangana area are
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way behind those in the Andhra Region in terms of financial

- strength and -organisatj,.o‘m]ﬁAefffj..chilency. In the matter of work-
‘ing policies. (e.g. in regard to crop loan system as well as
mobilisation of deposits) and the level of :E:l_.nanci.al‘ operations
however much has yet to be done by wa\v.éf implementation and
improvement in all parts of the State though here egain the
Telangana Region is; relatively. less g:btuned to new po;l._i_cies..?‘
In the sphere of long-term credit land mortgage ba.nking hag

s ‘played. a. progressive and pioneering role in the Andhra Regipn
though the. magnitude of the lending effort has yet fo reach |
sizeab;l.é proportions. in relation to its potentialities.' ?inally,
co-operative marketing in most cases has yet to extend bgyond

-the mere meking of produce loans.



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 Rs. 101 lakhs from the State
Government to its share capital which amounted to Rs,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 contral 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‘m. 3 lakhs and working
capital of Rs. 20 lakhs. Thelir membership comprised 14977
primary societies and’ 1809 individuals as on 30-6-1962., ALl the
banks were State-partnered, with State contribution accounting ‘
for Bs, 127 lakhs out of the total share capital of Rs.488 lakhs.
3a There were 11,103 primary agricultural credit socleties
in the State. Of these, as many as 11 per cent were dormant.

4 majority of the societies were based on unlimited liability.
Of the total number of societies, 502 were large-sized societies
(inclusive of 22 rural banks) and 10,601 small-sized societles
'0The rural banks are a special type of primaries which are
ongaged in making madium—ferm loans on landed security and
short-term loans against jewels). The largég?hcisties had, on
an average, a population of 10,020 covered by their areas of
operation. The membership per soclety was 1,116 and the

loans outstanding per society amounted to R 2,13,052, The
small-sized societies had, on an average, a population of

1,235 covered by their areas of operation. In thelr case the
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membership per soclety was 221 and the loan outstanding per
- .Soclety was Bs. 19,489.. The loan.advanced.per.borrowing member
for .all societies takeén.together amounted to Rs.213 which was
less than .the national average of-m; 231. Of ;5000 societies
- Scheduled to be taken up for revitalization under the III Plan,
- 2000 were taken up in 1961/62 and 1962/65. 11-pér_cent:oﬁ the
- 'socleties were dormant..-The rural banks and the agricultural
credit :societies have overlapping jurisdiction while having e
nrcommon: function viz. making loans: for medium-term agricultural

- purpeses: . . .

d

4, ... Though thare;appears~to have. been a liberalisation of
loan policies generally the amount of loan_still.seems to be

related to.ownership of land. The maximum:.credit limit per

" member has béen. raised from Rs.250 - Rs,500, which was the earilier
level, to B.3,000, the actual sanctioned: amount being determined
with reference to the crops raised and the. need for-borrowing,
This-&e¢liling has beeh raised to B 5,000. in'the: package: district

"' of Tahjorées For surety. loahs alone, the limit has now. been
raised from K. 250 - Bss 500 in the past to & 1,000, of which

.- Rse 500 i intended for short-term loans :and:an equal. amount for

- me@ium~term loans .(loans on.a surety basis are issted upto

* R 2,000 in the packags district). . Mortgage security of land is

- insisted upon for loans in excess.of these cellings. .Seasocna-~

- 1ity in the matter of issue and recovery of loans' is observed

- ‘only irr the: Tanjore ‘and Kumbakonam Central Co-operative Banks
‘which are -implementing the package programme. In the areas
'where an intensive programme of "full finance™ ig being

« impIemented, therd is a considerabledliberﬁlizatiOH.of eredit

'~ policiés. ' The scales -of finance for important crops are fixed
*bj’all‘théxéentral ¢o-operative banks, but it is-understood
“that -thése ‘are correlated to the acreage under .cultivation by
borrowing members-and used - to determine thelr credit -limits

- only' to a limited extent in tha areas of the Nilgiris,

Coimbatore and Salem Central Co-operative Banks.
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5, . The maximum borrowing power of the central banks has
been .increaded from.jo to 12 times theixtowned_iunds in -
November 1960, .The maximum borrowing power,ef_unlimitedv
liabiiity iocietieS-thgh was fixed as an abseiute emdddt in
their byelaws‘has-been.1ibera11§ed SO as not.to exceedf]/ath;
of the value of the net assets of members. .The maximum .
borrowing power of the limited 1iabilxty societies has been .
liberalised from 8 to 10 times their owned funds. Shareholding
1s linked to borrowing at ail levels, the propprtiod_being
1325 at the apex level and 1310 to 1320 at the central bankﬁ
‘layel for societies other than marketing socleties., A4t the .
eociaty_levgl,gtﬁe.eariier requirement that tpe euietx shouid
also.purchase shares to the gxtent o{_the sha;es to be pﬁrchased
by tde_yrineipalrbofpowen has been removed as it caused
‘hardship in casas whera_the;surety.happened;to te a nod-bofroWer
or had; borrowed .a lesser amount. . :- . o
6e .. &s regards financing of defaulting societies, the
practice is, that a.soclety may be- financed if it has repaid at
least 75 pe; cent.of its dues and its members.gave repeid et
least 66 2/3. per cent.of their eariier dues. ‘ihis‘rule_is
generally followed with slight modifications by the differedt
central banks. 4s regards the agricultural Credigtetabiiiee-
tion funds, provision exists. for. the.creation of such funde
by:co~operative banks and for g;contpibutien to it.9§s1° per
cont .of the,net profits of the banks, The State Gogernmeét:
has agreed to the. excess dividend onlits\share-capital over a
certain minimum. being credited In part to this fund. As on
30-6-1962, the amount to the credit of the fund with the apex
bank was, fs-5.93 lakhs .and, with the 14 central banks whieh_
had constituted the funds, ks 10.12 lakhs. . To the 'I"{_eliei‘ and
‘Guarantes fund is to be credited the other part of the excess
.of dividend on . .its share-capital.over a preseribed minimum.
A4S on 31-3-1963; the total amount to the credit of this fund
was B.r5 lakhs. -In the matter of the mqpili§at19n~ of ‘,i‘.!tefnal
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reSoﬁrcgé'inithe form of deposits, “however, there seems to be
scope for greater'effoft than in the past. Though various”
banking facilities are provided by the banks and their deposit
rates seem to" be compatitiVe, much haS'not been done in the
direction of branch expansion., As on 30-6-1962, of the 15
banks in the State, only 6 banks had, in ali, 13 branches, .. .
for the entire State. It was proposed to dbeﬁ 3 branches in
‘the case 6f each of 12 banks and at’ least one branch in- the
case of each of the other 3 banks. T - =
e The ‘long-term credit structure consists of the Madras
Central Land Mortgage Bank’ and 96 primary land mortgage banks.
The purpose-wise classification of the loans issued shows_thht'
‘ fhe'discharge of prior-debts continues to‘account for the -
major proportion of the loans advanced by the land mortgage
" banks. No special schemes for financing agricultural-develop-
ment in any areas have been launched by the central land ‘
mortgege bank s6 far, for avalling of assistance which is
fortheoming from’the Agricultural Refinancé Corporation in the
form of contribution to special-development débentures. The
bank has issued $1x series of rural debentures so far, of .
"which thoseé floated since: July 1961 have' not been markedly-
‘suceessful, ¢ - B
8. Supervision is in the hands of central co-operative
banks in' the State. The staff for supervision.is reasonably
adequate. 4s for audit-which 1s under the control Of the " -
”Régi%trarrof’Cb—operative'Societies, inadequacy of staff and’
consequentt arrears in ‘audit are reported in certain: districts
"of the State. o R P
9, ‘The recovery’of loans ‘made by credit soclaties from-
out of proceeds of‘pfoduce'sold through' markéting' sbcigties~
has not shown any appreciable ‘progress. Dufingi1962-63, 127
marketing sociaties sold produce -of - the valua “of m. 816 lakhs
:but couid recover production 16ans only to the tune 'of ks 67
1akhs.' Intensive‘efforts are being made to promote a.link
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between credit and marketing societies In certailn selected

areas.

10. The structure of co-operative credit in Madras conforms

closely to the pattern assumed under agreed policles and even,

at the primary level, the units seem to be relatively satis=-

factory. There 1s, however, scope for improvement in the

loaning policies especially from the point of view of deter-
mining eligibllity to credit more on- the basis of needs of

production than of availability of security. Nor has the

banking structure tried out fully the generally recommended
methods of mobillsation of deposit rescurces. Land mortgage
banking 1s well established in terms of organisation but has
not yet orlented itself to productive purpose and development
financing sufficiently. By and large, the record of imple-

mentation is fair and promising.
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Madhya Pradesh”

The-preeent Madhya Pradésh State Co;operative Bank
emergeu as the apex bank for the eatire State follOW1ng
the merger of the uwc separate apex banks which were
serving the Mahakoshal and Mgdhye Bhzrat areas. No direct
financing of societies is undertaken by tLis bank but if.has
branches at cenvees wherc the cenaral banks are already
functlcning. The memuershin of the bank 1nc1udea, apart
from central eo-opera*wve banks, 249 primary societles and
237 1nd1v;auale. The membershlp of 1nd1V1duals and the
.prlmary socmetles are a 1egacy of %the period when the bank
- was flnan01ng tlhew direcs, The management of the bank -
vests in a bogzd of directors which seems unwieldy and
consists of 63 membere, of yhom-SB are representatives of
the affilisted central banks and fcﬁr are nominees of the
State Government. The bank has received State contribution
to its share capital asmounting to %.74.60 lakhs as compared
with its totel share capital of K.133.24 lekhs. i
2a - The process of amalgamatlon of tbe central co- .

E 0perat1ve bonks in the State has resulted in the present
position or -54 central co-onerative banks serving 43
districts ac comparcd wita 79 central banks whlch

' .functicned in trese districts 1n 1955-56 Thirty-three
districts now have one bank egch, 2 dlstrlcfs are together
served by one bhank znd 8 dlstrlcts'are served by 20 banks
1n all,  The amalgamztion already dec1ded upon should
brlng the total number down to 51 hanks bux there will
still be 7 digtricts with more .than one bank eaeh. ?@e
membership of the central banks contlnueu tc 1nclude'

a large number of individuals viz. 37?852, as against,
20,598 primary seeieties. The practice of havirg‘ogf;eial
- -chajrmen cf the central banks which vas prevalenﬁ in .

' certain areas in the earlier years has been given up and,
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iﬁ 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 State had owned
funds of less than Bs. 3 lakhs ard 12 banks working capital,
of ;ess than Bs.20 lakhs. Porty-five central banks had
received share capital contribution of Bs,97 lakhs out of .
their totel share capital of Rs.336 lakhs. The banks which
were not State-partnered are either those which are not
likely to be retained on a permenent basis or those whose
finapéial position is so unsatisfactory as not to justify
State participation.
‘3. There were 20312 primafy agricultural Credif
gocieties in the State. Of these, 8 per cent were dormant.
A majority of the societies were based on limited liability.
df the-total number of societies, 616 were large-sized
) sécieties and 19696 small-sized societies. The former
: hgd on an average, a population of 6987 covered by their
" areas of operation. The membership per society was 299
and thg 1dﬁﬁs outstanding per society amounted to
$.7;%é4. .The small-sized societies had, on an average, a
§opulation of 975 covered by their areas of operation. In
their case fhe membérship per society was only 43 and
the loan outstanding per society was 5.8694. The
pr;porfion of rural population covered by all the societies
‘at 18.5% for this State is much lower than the All-India
évéfage of 27.2%. According ‘to the programme of
revitalisatibn of primary societies implemented in the
Staﬁe, 6,000 societies were to be revitalised during the
Third Plan; of these 5%46 are stated to have been taken
up qﬁring the first‘twd years of the Plan,
_ﬁ, :_ The financing of individuals by the apex and
'Een%ra} co-operative banks was negligible. As for the loan
pplicies at the primary level, some effort is being made to

base the quantum of loan on the outlay on the crop and the
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acreage, .The Registrar of Cooperatlve Societies is
underetood to have %esued a circular laying down the scales
of financlng ror different crops and a 1limit of med ium—term
..}Oanslat‘k,BS.per acre. This, however, operates within the
uniform ceiling.limit which is preecribed ror the sum ef-
short-term and medium-term loans +hot may be granted to a |
eingle member (s, 1,000 in some oasee) .In some areas, no
distinction in loan per acre is made between one crop and
another and_between irrigeted and unirrigated areas. In :
‘the area of certain central banks; loans arevadvancee only
to those who own land. In othere, there is insistence on
declaration of 1and under the Co-operative Sooletlee Act and
two sureties of 1and owners. Loans in kind were sanctioned
in certain cases as set out in the 1netruct10ne of the
Regigtrar but the memhere were reluctant %o 1ift these
supplies and preferred loans in caeh. There is.no
seasonality in the matter of lendlng 1nsofar a8 loans are-
advanced througnout the year. ¢he due dates for recovery
are, however, broedly related'to.tne time of harvest. '
5 In the matter of financing defaulting societies,
the practloe is generally to provide fresh loans %o
eocietlee which have already repaid at least 60% of their
_earlier dues. The Agricultural Credit (Stablllsation)
Furd has been constltuted at the apex bank level and had
& sum of Bs«3.67 lakhs to its credit as on 30—9—63. The_
bank has been oredltlng to it 5% of 1te net profite in
1960-61 and 10% thereafter. The State Government has not
yet taken a deorsion as to the oontributlon of a part of

. its dividend to this fund. 46 central banke have also
onetltuted the fund the amounts in them aggregating to

- BseT7.55 lekhs., The Relief and Guarantee Fund has also been
constituted by the State Government and a sum of k 2 95
lakhs was. available in 1t as on 31-3-1952- |

6. Shareholdlng and borrow1n are linked at all 1evels,
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the pr0portion'being 1320 at theé apex bank level and 1:10 at
the central bank and the primery levela, 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. Thoogh the rates of interest
offered by the banks appear to be competitive, most of them
do not eeemvto have made much progreee in ‘the extension-of
various services and facilities 0 prospective depositors.
Several banks do not have a single branch; though the 54
banks fogepher&had‘231'offices at the end of 1961-62, It is
proposed that 133 branches should be.established during fthe
Thlrd Plan perlod and an outlay of Rse5.82 lakhs was
prov;ded for the purpose in the Plan. N

Te The Madhya Predesh State Co—operatlve Tand Mortgage
Bank operates through 21 primary land mortgage banks and 16
central co-operative banks having lard‘mortgage banking
sections. Of the total loans advanced during 1961-62 -

of Bs.13.49 lakhs, those for productive purposeés, namely

land ‘improvement were only Bs.3.53 lakhs, the bulk of

the loans being for redemption of prior debts. The bank has
not undertaken the 'ﬂoa{:ation of any special development’
debentures or any SPGCIal scheimes of financing connected
with plans for agrlcultural development. ‘The State
Governmept is assisting the bank by providing Government
guarantee for the floatation of its debentures and by the
epec:.al provn.s::.on made in the Madhya Pradesh Oo-operative
Societies Act which helps to facllitate the working of the
bank in many ways. N

8. . The State Government ig routlng short-term and -
___med:.um—term tak.k.av:. through the cooperative cred:.t .
etructure since 1960-61. TFertiliser takkavi is being thus
| distrlbuted through the oooperatlve agency in all the
-districts of the State and medlumpterm 1oans, id 35

dlstricte. The reepon91b111ty for pOpularlslng the use’
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of fertiliser has been weakened in the case of the former;g
the latter has tended to render the medium-term loans from

the co-operatlve banks!' own resources unpopular because the

takkavi loan carries 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. 4 sub-
auditor is generally in charge of 40 active societies or of
80 socie@ies which are defunct or under liquidation, As
against 23,478 éocieties vhose audit was pending, 23,040
had been sudited by the end of the year.
10. Supervision of primary credit socleties is carried
out by both the Department and the central banks, the latter
agency being the more important. Some banks have employed
more sta:f than 1s 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 thelr
resources and subsidy available from the State Govermment.
11, The récord of implementation suggests that a beginn-
ing has been made with orientation of the loan policies in
the direction of alignment to production., There is also a
broad conformity with accepted policles in regard to the
institutional structure at the apegaggggmgg% central bank
levels in the matter of non-official/and location of
rasponsibility for supervision in the central banks,
Parformance 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 these
policies in the field and the emergence of efficient

banking institutions.
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GUJARAT

Gujarat State Co-operative Bank came to be éstablished
as an apexrco-operatite:bank for the entire Gujarat State,
taking over the assets and ligbilities of the Saurashtra
State Go-operativs Bank and share of the assets and
1iabilities of the Bombay State Co-operative Bank at the’

. time of the bifurcation of the erstwhile Bombay State into
"Gujarat and Maharashtra. The memberehip ‘6f this bank consists
of 21 central financing agencies, 2 1ndiViduals and 107
societies. The bank finances societies direct only in
the Dange district which is’ not served by any central
co-0perative bank, The State Government has contributed
Bs.86., 49 lakhs to its share capital which amounts to
Bs. 193 75 lakhs.’ The first Board of the new bank was
nominated by Government but elected office bearers are
now in position.' The present Board consists of 28 members,
of whom 16 are representatives of central banks, and 3°
are Government ‘nominees. Thus, the maJor voice in the
management of the bank is that of the central banks: -
l2. There are 21 central financing agencies in the
State serving 16 districts. Thirteen districts are served
‘ by one bank while the remaining 3 districts have more
than one bank each. Regardingztaluka banks which are not
viable units, the -Government hes agreed to exsmine the
'matter of their amalgamation further.’ The membership of
the banks consists of 11199 societies and 22538 individuals.
According to the available information, all) the central

.‘ "

financing agencies are haVing elected chairmen. Of the

.to share capital whiich amountéd to Bs.174 lakhs, out of '
the total capital of n.544 lakhs, The banks which have

21 banks in the Stlle, 18 had received State contribution

been denied share capital contribution are institutions:

which are not likely'to”be'retained on a permanenj-basis.
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T There were 7728 primary agricultural credit ‘socleties
in the State, The proportion of dormant eooieties vas
oomparatively‘low at 6 per cent.. A majority of the sooletiee
are based .on limited 11ability. ‘Of the total number of
societies, 1013 were large-sized societies and 6715 small-
sized societies. The former hadl.on an average, a populatlon
~of 3325 covered by their areas of operation. The membership
per. society was 242 and the 1oans outstanding per society
amounted to Bs. 99528. The small-sized societies had on an

‘54 -

average, a population of 1719 covered by their areae of
operation In their case, the memberehip per sooiety was 82
and the loan outstanding per society was . k 25746.‘ While '
societies in the State ehow a oomparatively eatisfactory
positionrin 80 far as the levels of 1ending per society and
per member are concerned, progress was much less striking.
'from the point of view of coverage. Though almost all
V111ages were covered the percentage of. population covered
was only 29. There was a_nrov1sion in the Cooperative
Societies Act for right of appeal against nonpadmission to
membership. During the first two years of the 3rd Plan,
489 sooieties were reorganized and, during 1963-64, 325
societies were taken up for rev1talisation.

4. As regards loan polioies, it may be noted that the
financing of 1nd1viduals was generally negligible both

at the Apex bank 1evel and in the maaority of the central
co-operative bankeTL The exoeptions were the Panchmabals
central co-operative bank,utbe Surat Central oo-operative
bank and Limbdi Banking Union in whioh the loans to )
indiv1duale formed about 20, 10 and 50 per oent respectively
of their total outstanding loans. ‘
5« . As for.the loan policies at.the primary level, the
main.elements of the crop. loan system seem to be under

implementation. The size of the loan is generally related

to the crop and acreage, 'As for security the short-term loans
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are-usually based on- sureties and a chargg_on'the lapd ox
interest in-land created under the Co—operative Societies
Act.- However, in some banks 1o;ns in excess. of certain limits
seem to_be.madenonlyion;mortgage security. As foi,mediump
term loans the loans in excess of §5.1,000 are made against
mortgage of land.  Disbureement in kind is prevalent in
some casés.. There.are however variations among different
banks in practice in different aspects. |

6o ‘The central financing agencies provide loans to
defaulting societies for finencing non-defanlting members as
well as. new members.. The proportion of dues to be repaid
before this can be done appears to vary but 50 per cent
seems to be .the usual Jlevel.  While sanctioning such loans
.to defaulting societies, a condition is: imposed that
coercive action is started against defaulters. » .
Te .. s Agricultural. credit stabilisation funds were created
in the state-qpfpperétivg bank a8 well as 18 central co-.
operative. banks. The ampunts tévthe_credit of these fun@s.
_at"theftwosleveis a8 on 30-6-62-were Bs,1.18 lakhs and

Bs.1.81 lakhsji Fifty per cent of the excess divided over

%+ per .cent payable to. Government on their contribution fo:
share capital has also been credited to this reserve. This
position’ altered in 1963, when it was decided fhat the

State Government should appropriate to itself the entire
amount of ‘dividend which it earned on its share capital
contribuﬁion.“*The.Relief:and-Gﬁaraﬁtee Pund set up by the
Government of Gujarat had a balance of B5.6.41 lakhe as

on, 31=%=1962. ‘- No amount was suﬂseqnent;y'credited to the
fugd. A sum of Bs.9,000 .has. been proposed for contribution .
to the fund during 1964-65. o |

B The linking of shareholding to borrowing is in force
at all levels, the proportion being 1:20 at the Apex bank level,
1:10 at the central bank level (intended to go up.%o 1:5 in
due course) and.1:10.at the society level (intended tb go up
to 1:1 so that shareholding will be equal to borrowing in

due course).



9. "~ From the point-of vieW'ijgt;dJﬁing up internal resources,
the co-operative banks-in Gujarat appear to lead the rest of.
'the'cogntry; The bahks are in a position to offeér competitive
rates of ihterest on.deposits and extend various banking ..
services to theé clients. Further, they have undertaken
branch expéngion on e sizeable scale. Thus,.-+the 20 banks i~
had aﬂout'l?O branches. This. performance in regard to-
deposits, however, was. largély accounted for, by the central
banks of the 0ld Bombay area, rather than those in the .
Saurashtra Region. It may be mentioned here that the -

State Government had recognized 'A' and 'B' class banks in
the Gujarat Pegion as eligible f or receiving deposits from .
locdal bodies bub had not extendé&rthe same treatment to
similar hanks in the Saurashtra Region. -* . - .7

A0. The structure- for long-term credit is represented ..

by the Gujarat State Co-operative Land Mortgage Bank working
throvugh 132 branches and 4 primary land mortgage banks
opérating in 4 distriéts. The organizetion of -primary land -
mortgage banks all over the State is now upder 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 stiucture in the State is for productive
purposes,’ Thus, out of Rs.3.1l4 crores advanced during
196162, those for land’-improvements and purchase.of .
machinefy'amounfed‘to-m;0;87'crore and Bs.2.09 crores,gwhilef
those for redemption of prior debts amounted fo.only Rs.0.0L
crore, The central 1and 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. superv1sion of societies 'was being attended to

both by the bank inspectors and the departmental offlciala. In
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some areas the charge per supervisor appearsto be very high
e.g. Panohmahaly Bhavnagar, Kaira, Wankaner,.Baroda-and Broach.
In Morvd Malia, the charge per supervisor was 70 societies
while in the case of Sabarkanthe it was 44-45 societies.
There were no arrears in audit, thaugh 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 sudit of co~
operative banks is yet to be introduced in the majority of
centrai co-oOperative banks;
12, Special arrangements for +the financing of backward
tribes was made in the Dangs district by the branch of
District Co-~operative Bank and by the PanchmahalsCentral Co-
operative Bank in thé Panchmahal district. Various types of
fingnecial assistance are being given to these co-operatives.
13. The overall plcture in Gujarat is thﬁt the
_ implementation 6f policies is active and manysided, though .
the ;esé 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 coverage in

terme of membership.
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Mgha;ashtpal .

.. . The Maharashtra State Co-operative Bank -came into.
existence after the bifurcation of the Bombay State Co-
0perative Bank on the formation pf the Maharashtra and GujJarat
States in May 1960, The Vidarbha Co—operative Bank which had
'functioned as the apex institution for the 8 districts of
' Vidarbha Region, was amalgamated with the Maharashtra State
.Co-Operative Bank in May 1961. The membership of the apex co=
operative Bank includes 444? individuals and 1058 societies.
DeSpite the 1arge membership of the 1ndividuals, the central
baniks hold a key‘position on the Board of Diregtors. Of the
eg members on the Board,L?S are repregghtatives of the cen ral
banks, 9 of other co-operatives, 3 of the State Government and
5 are of the individuals. The bank has proéressively given up
functioning as a central financing agency in parts of the State,
by promoting the establishment of central co-operative banks
in all the districts._ State partnership, as a principle of
co-Operative organisation was implemented in the old Bombay
State even before the [Rural Credit Survev Committee recommended
it for general adoption. At present State contribution 1o
share capital amounts to ks 177.92 lakhs out of the total share
capital of m 476 lakhs.' The bank has four divismonal offices
for the inspection of the central banks in the respective areas.
2. A The process of rationalisation of central co-0perative
banks in Marathwada, Vidarbha and parts of Western Maharashtra,
as also ‘the establishment of new central co-Operative banks to

[

take over the business_of the branches of the apex bank have

brought the number of central co-0peratiVe banks to 25, one
1 -

serving each district. The membership of indiv1duals continues
in all the central co-oPerative banks except that of Dhulia but

-the representation given to the co-operative societies is.

substantial enough to ensure that the management is in the hands

- C— -—

of society repreSentatives. All the banks have received State

contribution to share capital which amounted to m. 250 1akhs as

on 30—6-1962 as against thelr total share capital of Bs 808 lakhs.
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Se There Were 19480 primary agricultural credit societies
in the State. The proportion of dormant societies at 4 per
cent was the lowest among all the States.' A majority of the
'societies were based on Limited liability. Of the total ~

number of societ_es, 1262 were large-sized societies and 18218
small-c ized societies. These societies (both large-sized and
small—sized) had. on an aVerage, a population of 1414 covered
by their areas of operation. In the case of large-sized .
societies, the membership per society was 294 and the 1oans
outstanding per sociaty amounted to ks 1,01 068. In the case
of the small sized societies the membership per society was
‘only 89 and the 1oan outstanding per society was 21, 586. @he
average loan per borrowing member (m 321) and the proportion

“of’ borrOWing ‘members (67%) show an appreciably high level of

Jperformance than the national average. The membership per
society was only'ioz; The Co-oncrative ‘Societies act includes
a provision for appeal against non-admission of membership.
During the first three Years of the Third Plan 3000 primary

’agricultural credit societies Wwere - to be taken up for
revitalisation.' During 1961 62 and 1962—63, 2089 societies

twere actually taken up for this purpose and a551sted with
managerial subs1dy. T ' '.' ' '
4}"" The Various foatures 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 -
(ii) seasonality in lending and recovery, (1i1) disbursement
in kind and in instalments and (iv) the. basing of the loan on
production of crop rather than ownership of assets-these s

features have been in evidence in the working of the crop o

,'_J Sr

finance arrangements in this State over the 1ast twelve. years

or more and have undergone progressive refinement after’
:;review from year to year and, particularly, in the light of

the recommendations of the Crop Loan Evaluation Committee '

" which was set” up by the Maharashtra State Co-operative Bank.
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By and large, it might be said that the performance to-day
conforms broadly to what was envisaged by the Rural Credit
Survey COmmittee and the Committee on Co—operative Credit,
- though there have been 1apses in the process of implementation
in-the field as also gaps which have become evident in the
svstem in the light of experience. Ihus, there have been
instances of_crop acreages inflated with a view to obtaining
larger 1oans, andlfor‘credit to be drawn not only for production
_needs but also for‘others. ‘The provision of credit in kind
has not been uniformly successful from the point of view.of the
reSponse 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 |
practical inconvenience. Even after allowing for some of these
.features, it is clear that experience in this State in regard
to crop loan system has been in the direction of increasing
lwconformity with its underlying principles.
'5. The policy in regard to financing of defaulting society
-varies from bank to bank but the highest proportion of recovery
"i‘ixed as condition for ,f-resh financ:.ng in any bank is 50 per
cent.. Shareholdings have been linked to borrowings at all
1evels the rate of contribution being 1120 at the State Co--
'?0perative Bank level, 1:10 at the central bank and primary
ylevels and 1:5 at the primary societies 1eve1. | )
6e Considereble prOgress has been made in this State in the
matter of raising internal resources 1n the’ form of deposits.
LIn this process, the banks have been assi ted by their progra-
mmes. of branch expansion. The 25 central co-Operative banks
-'had as, many as 498 branches as on 30-6-1963. another
contributory factor was that they could provide various
banking facilities in regard to remittance, collection of

ERU)

cheques etc- this was made possible by the mutual arrangements

scheme operated by the apex and central banks in the State.

The Government of Maharashtra has made cc-Operative banks
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eligible for receiving deposits from village panchayats, public
trusts, state commercial undertakings, educational and religious
bodies etc. The fact that co-0perative ‘banks were made bankers
to Zilla Parishads has also helped to add to the resources and
prestige of the banks. " , ,
T The structure of long-term credit consists of the central
land mortgage bank and 27 primary 1and éﬁﬁﬁ%ﬁ:ﬁfﬁzﬁis. The
emphasis on productive purposes may be seen from the fact that,
of the total loans of Rs 865 lakhs issued in 1962-63, ks 547 lakhs

vere for sinking of wells, Rs 283 lakhs for ihstallation 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

Bs 0.39 lakh. The central land mortgage bank has not drawn up
any schemes for financing speclal development proJects. The

bank has alréady floated rural debentures—of the order of '

Rs 150 lakhs successfully,pressing into service the co-0peration

" of co-Operative banks and other branches. &n important'factor
V'of strength for the 1and mortgage banking movement in Maharashtra
has been the decision of the -State Government to transfer the .
responsibility for implcmenting the plan scheme. of minor
irrigation to the Land Development Banks together with the usual
subsidies forming part of the scheme, and the statutory provision
made for a simplification of the method of estimating the value
of land as security. |

8. . The arrangements for superVision of agricultural credit
societies in Maharashtra may be consicered to be partly in the
charge of the supervising unions employing departmental staff and
partly in the charge .of the central financing agencies which have
their own inspectorial staff for the purpose. A4s for the former,
the charge per supervisor is, on an average, between 30 to 40
societies, nhich is on the high Siue- The charge per inspector
'in the case of central co-operative banks was also heavy, Qele
.40 societies in Chanda, 36 in Bhir and 32 socistles in Aurangabad.

The whole question of the appropriate arrangements for
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supervision is being reviewed in pursuance of a decision of
the Maharashtra State Co-opsrative Council.,

9, The progress made in the linking of eredit with market-
ing has lagged far behind that in regard to credit. The
recoveries of loans advanced by 1334 credit societies through
30 marketing socleties in 1961-62 amounted to k. 120,57 lakhs.

During the same year,loans advanced by 524 primary credit

- socleties amounting to Rs. 297,73 lakhs were also recoverad

through processing socisties, largely 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-Operafive 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

schemse 1s necessary and forthcoming,
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Union Terrjitories -

_Each Union Territory is now served Y a Staue COOperative Bank
which functions both as the apex.institution for the credit
structure énd the central financing agency for the primary
societies. The individual mezbers are few in Pondicherry ane
Tripura but fairly high in both Himachal Pradesh .and Manipur.

In each case, there has been St ate,participation in the share
capital of the apex ba.k, the proportion of such contribution
to the3pa1d-up capital beihg_1595 perfcent‘inrDelhi,;QQ per_cent
'in.Pondicherry, 65. per centfinuManipur,.Gs 2/3 per ceht,in‘Tripura
and_aswhighlas 73 per cent in Hiwachal P?aoesh, Represehtation
of Goverhhent on the Board of Menggement ls;.in each.casei
.rrestricted to three directors; however, in Delhi, no.Goverhment
.representatives  have so.far been nomihated,kin‘pursuance or
. this provision;'Individuals are ropresented by 2<Qir%§FPf$?$a°h
in Himachal Pradesh, Pondicherry aho Tripura and h“uirectors in
Manipur. Societies have 3 representatives in Himachal'Pradesh,
4 in.Pondicherry and Tripura and 7 in Manipur; representation
.tor agricultural credit societies as such, being limited to- one
. director, is,inadequate in Tripura as well as Manipur; it‘is.to
be ‘increased to.4 directors in the latter Territory..In-ali‘the
cases, the chairman i5 a non-official. R
- At the primary level, in Delhi, whlch .is a predominantly
urban area, .there are 361 agricultural credit societies, of which
26-are'large- ized. Only 55 per cent of the rural population
wWas-. covered by,their;membership..Ninetynine sociat esweredprmant.
The average membership and loans psr soclety as on 30.6. 1962
were. 50 and m.12 000 respectiveiy. It is proposed to revitalize
180: societies in the Third Plan period, sgalnst which 92 have been
taken up for revitalization by. the end of 1962-3. In _igaghal
__gggg_, there are 811 socleties, including 30 1arge-sized
societies. All the villages in the State had been covered by the
soclietles but only .28 per cent of the rural populatioh was covered.
339 socleties became dormgnt in 1961-2, No society was programmed

for revitalization during the Third Plan. In Pondicherry, there
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were 77 primary societies of which 5 were large-sized. No soclety
was dormant. 34 societies had been taken up for revitalization
- and glven managerial subsidy. In Ir uf’; there were 347 agricul-
tural credit socleties, of which 25 were largersized. -About

55 per cent of the socleties were dormant. The programme of
revitalization 1nclud1ng manegerial subsidy, at an average of
50 socletles per year, during the Third Plan, had been dravn
up but not much progresé appears to have been made, In Manipur,
thé structure coﬁsisted of 181 small-sized and 1§ large-sized
sobiefies.;ﬂs many as 161‘societies were dormant. 4 scheme of
revitalizatioh has been drawn up on the basis of the Bastern
Region States' Conference for improving the position. - :
3. The finaneing of 1ndividuals is restricted to loans agalnst
fixed deposits and is of small magnitude in the - zpex banks of
‘ Delhi, Pondicherry and Tripura. In Himachal Pradesh, however,
- 1oaﬂs to individuals continue to be important and constltuted
about 22 per cent of the total loans of the apex bank in 1961-2.
| Thé-ﬁroportibn of such financing was 18 per cent in Manipur.
. 4.: By and'largé, the crop loan'systeﬁ has not been introduced
in'any of the Union Territoriss, 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 sbsolute limit for loans laid down in the byelaws of the
' éociet& and the shareﬂcapital held by him. In Himachal. Pradesh
-aiso, the size of loans is generally‘determined only onxan,‘“
ad hbc basis. In Pondicherry, agaln, it is fixed on an-ad hoec

béfim&te of repaying capacity at up to 1/6 of the value of
" the land where the cultivator is the owner, and upto Rs.1000
'infother cases. Even the loans to owners of land cannot, in any
case, exceed R.3000. In Tripura, the quentum of loan is based 6n
a multiple of shareholding and the value of assets owned.
In Manipur alone does the'size’of‘idan appear to be based on

" the érdps grown and the acreage under cultivation. o

IS
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5. ' .As for the'practice in regard to security, in Delhi, loans
upto m.1ooo are sald to be advanced on two personal sureties,
those between & 1000 arid Bs. 2000 on four personal sureties, end
those exceeding Bs. 2000 against tangible security such as mortgage
of land, building, etc. In Himachal Pradesh, personal sureties

ere accepted from tenant-cultivators in sddition to a charge
created by them on the crops cultivated, while land-owners have
to-create & charge on crops and land. In Pondicherry, short-term
loans upto 51000 and medium—term loans upto fs.500 are based on
personal surety and those above these 1evels, on the mortgage of
hproperty, In Iripura and Manipur, only short-term loans upto.
Fs.100 end Rs.240 respectively are given against personallsurety,

and mortgage‘of'land 1s required for all snort—term loans inlexcess
of. this 1imit as slso for all medium-term loans' in Menipur, a
charge is also to be created on the crops in favour of the society.
6. Loans inrkind seem to be in vogue, to some extent, only in
Delhi.and Pondicherry. Seasonality in the disbursement and
recovery of loans is not observed in any of theﬁTerritories except
.for. the crop loans made'for potato anmd ginger in Piuachal Pradesh.
-- .+ Full information iIs not available in regard to the conditions
. gaverning provision of fresh finance to defaulting societies in 7
the different Territories. In Himachal Pradesh, only socleties
which have defaulted in the repayment of two consecutive o
-Instalments without sufficient reason are refused new 1oans. In
Pondicherry, a:defaulting soclety 1s allowed a fresh loan if
:its.overdues do not exceed ome-third of the outstanding loans
- and effective action has been taken for reallzing overdues. In
ripura, 1t is sald that loens are sanctioned 1f the overdues

do not exceed 10 per cent but are disbursed only after the
earlier loan is fully repaid. -

éa As,for the stabilization funds, the banks have not been
permitted to credit to these funds a part of the dividend payable
o Government. The Pondicherry apex co-operative bank has

)

.-constituted a fund amounting to rs. 25 000 on 50 9,71963, by
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contribnting 10 per cent of its net profits. An appropriation’
of }.4000 out o the profits-has been made for this purpose in
iripura in 1962-63. The Manipur State Cooperative Bank has
constituted a fund hy:crediting a sum of Rs.500 cut of its net’
profits for 1960-1. ‘No Relief and Guarantee Funds have been
constituted in any of the Territories.

9. The borrowing power of the apex bank has been fixed at

12 times the owned funds in Tripura and Manipur and at 15 times

#

in the other cases. Within this ceiling, however, in Himachal
Pradesh, the actual horrowing limit is fixed as a specific
amount by the Registrar of Cooperative Sccieties. There is linking

of shareholding and borrowings at the primary level, the ratio

being 125 in.Delhi, 1:8 in Pondicherry end 1210 in Manipur. -
Shareholding at the bank level is also linked with borrowings,

except in Delhi.

10. 45 ‘Tegards ﬂobilization of deposits, the Delhi State

Cooperative Bank had 5 branches which helped 1t to increase
its deposits but no steps had been taken for the deposit of -

‘resources of quasi-government institutions with the banks. The

T

Himachal Przdesh Cooperative Bank could also show an improvement,
following the opening of 18 branches and 1ts being made eligible
for ecceptance of dram Panchayat déposits. The apex bank in

. Tripura had three "branches while that in Manipur had none.

11. Long-term credit business is also handled by the apex bank
through a separate department in Delhi. 4 similar decision seems
to have been taken in Manipur. In Himachal Pradesh, Pondicherry
and Tripura, however, there are separate cooperative land mortgage
hanhs. In Himachal Pradesh, lending for productive purposes is
1mprov1ng but still the major part of the loans is for the.’
repayment of prior debts. In Tripura 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,
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while the finaneial superviéion ls attended to by the State
co-operative bank. In Delhi, the number of agricultural credit
socleties per supervisor works out to 16 while, in Himachal
Pradesh, the 12 recovery supervisors of the apex bank hgve to
deal, in all, with 800 agricultural credit societies. In
Pondicherry and Tripura, on the other hand, the average charge
per supervisor was only about 10 socletles.
13, Audit, in all cases, 1s the responsibility of the Registrar
of Co~-operative Societies. Arrears 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 socleties were not audited in Tripura énd Manipur
out of 521 and 304 due for audit respectively. Adudit arrangements
in Pondicherry and Himachal Pradesh were generally satisfactory.
14._ Iinking of credit with marketing may be said toc have made
almest no progress because the marketing societles were mainly
engaged in the dilsbursement of agricultural requisites and
consumer- goods, except for the apex marketing society of
Himachal Pradesh which had undertaken some marketing.
16, Broadly speaking, implementation of accepted policies
does not appear to have made much progress in the Union
Territorles except fur State contribution to share capital
at various levels In almost every case, the rationalization
of loan ﬁolicies, mobilization of larger deposit resources,
development of long-term credit and promotion of co-operative

merketing are all yét-to'be taken up in right earnest.
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1« 7 From the foregoing review of the implementation,qf;
accopted policles, it -is seen that the pqsitién varles ..
widely from Sta%e 16 Stat: and also from one.aspect cf, the .
agreed poiicies o anothev. IT it n0ot easy tu generailse in
this regard or tq§p1ace these stetes in different groups from
this point of-fiew. However. some gaoneral observations méy;
be made. TFirstly, it would be seen tha® ranarashtrs shows
the best record of perforﬁance with referonce o the
"structural requirements,‘operational.policies as also
‘mobilisation of resources on ths sgread lines. To soms,. _, .
extent, 1t also reflects the fact that some of the policles:
recommended by the Survey Cormmittee and V. L.~ﬁéhtakcomqitpee
on Credlt had already been in operation in this State and_t
undergone some evoiution and refinement evsn by the tlme
these Courittees vommended Lhem for generai adoption. By.-way
of 4qualification, howovap, it sbould be added that =ven In
-“this Sta%e there is some qitferonce in perroraunce between,
‘the:Western Maharashtra where thess poll:ias kad thelr early
implementation and the Vidarbha and the Maurcathwada regions;
‘whieh -came into the plcture mere rezentls.
2. " Fglling into a second group sre the States'of
Gujarat; Madras snd Andhra Pradash which seem to show a .
;- gehérally satisfactery level of overall conformity with
actepted policies, though there are points.of weakness and
strongth in each of them. Tkus, 1n:GuJarat.the pogitionfgg
bright in regard to the mobilisation of rusources on the .
1ines- recommended &s also in the matter of operational, .
policies éut in Sgurashtra region the adoption of these .
préctlces and policies does not asem to ba complete, ; Thigds
slso the region where there ere still taluka bamas, The,
highér levei of operation of cooperative cradi® in-this;State
‘does not seem to ‘have meant, to a sufficient degrve, extended

coverage on which the accepted policies lay much. emphasis.
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In Madras and 4ndhra Pradesh the atructure seems %o be
reésonably souni and confrms to the orthodox pattern but
operational policies have not undergone the required degree
of-reorienﬁation; no:x has the shiucture been suezessful in
the mobilisation of larger deposits tian in the past. In -
regard to Andhra Pradesh, iy swull 2150 te added that in
respect -of long-torm cvedit, the Stote had inmltiated certain
forwaerd-looking policies.
S | In the States of Uttar Pradesh, Madhya Pradesh,
Mysore, Punjab and Keralz though there is a broad and overall
conformity with policies. there sre certain aspects in which
iﬁplementation.has been defective. Viewed from %he point of
view of ralsing rescurces and pursuiag rational loan.policies,
thé'poéition is not satlsfactory though “he structure is on
the lines of accepted policles in these States., Punjab, in-
iparticular, shows a bruadly satisfactory picture at the
primary level. Rajasthan and Jammu & Kashmir may be conside-
red as falling into a further calegory where steps have been
‘taken to establish the necessery struetural institutions but
there has been litfle success in adoptiig new policies with
regard to lendings and raising of the r2quirel resources, or
increasing the mansgerial efficiency in ths running of
co-operative institutions. .
1, ‘ Into & different categzory altopether fall the States
of Assam, Orissa, Bihar and West Bengal. In these states,.
implementation has been slow and halting and has been
affected ix the case of Assam {as in RaJasthan) by other -
factors such as floods end other natural calamitles for .
which the stabilisation facilities had not been bullt up on
:the 1ineslehvisaged.~ There has been some earnestness in. .
evidence in Bengal as well as (issa to bring about reform
; and strengthening of the structure but it nhis not been

"°'pbssible to make better progress becauss of handicaps in the
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,situétion.such as those arising from lack .of, traditions of
'»co—operativp laadership and funectioning as also the paucity

o administrative .personnel capable of handling thege ..
Aiffienlt tasks. R

A : s LI . . .
v R Lo,
R A T

E-Beu v ;i For the country, .as a whole, it does not Seem to ;

t.ba wrong to .say that oxcept for a faw pockets,, the type of-

- organisational framework which was envisaged by the Sqryégd
Committee has been brought inte being over ﬁheilastuaéeade;
It is in the actual implementation of liberallpoliéies 15'
the matter of lending and in the matter of positive and
enterprising\gffort in the matter of mobilising resources
that success ﬁ;s-not been uniform. In part, this may reflect
the lack of active interest on the part of co-operative
leadership and governmental authorities. In the States where
implementation has been poor, however, very often it was not
perhaps for reasons which‘:ngstrictly reolated to the credlt

_.policles themselves. The machinery for implementation hag
been weék and is slowly being built up, Information on the
trained personneltemployed in ins-itutions at'all levels in
the various stétes is not availsble but it is generally true
that thé States where the implementation has been poor are
also thos; in whick shortagas of qualified personnel, not to
speak of trained personnel, wes most acute. A4s regards
co-operative leadership, sgain, it would appear that wherever
the recommendation of the Survey Committee with regard to
replacement of nomlnated boards by elected boards and of
officlal chairmen by non-official chairmen has been
implemented and greater responsibili?y and opportunity were
provided to the leadership of the Movement, sych leadership
was no% found wanting. In areas such as Marathwads and
Telangana where institutions were previously headed by
officisls, todé.y active and knowledgeable non-officlals are
handling the affalrs of co-operatives in a genereally

satisfactory manner. To the extent that there has been
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implementation of agreed pollcies, therefore, there has baen -
ﬁdié'satiéfactofy perfdfﬁance at -all levals. From this.point
of view the states whéi-é‘co;oberative credit might appear to
have failed are broadly those where implementation was faulty,
excépt for Rajastﬁan, ﬁhere nétdral'fabtors seem to have had-
.s;rious'impact and TJamm: & Kashmir, ‘where thé performance -at .
th?'primary level ié fairly satisfactory despite the fact that

the gtructupe is deficlent 1n many respects.

¥
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Statement No.I

Short«term loans for seasdnal agricultural
operations and marketing of crops sanctioned
by the Reserve Bank of India

(8. in lakhs)

o e A b ) D S g A ey S S i S SN0 o G enl md qul Sl A S IS anl g g e G VI e e A S P P M o

State Co-opera- i Limit sanction- Limit sanctioned in
tive bank * ed in 1955-56 1963-64 (including
_ Package)

Andhra Pradesh 398.00 2,179.71
Assam , ~ 100.00 -
Bihar 50.00 168.€0
Bombay 640.50

Maharashtra N 3,705.00
Gujarat ' 2,019.00
Delhi | -
Himachal Pradesh -
Jammi & Kashmir - 44.00
Kerala 15.00 423.00
Madras 626.00 2,980.35
Madhya Pradesh 230.00 © 1,377.19
Madhya Bharat | 27.00

Manipur -. 5.00
Mysore 100.00 1,207.00
Orissa . _ 50.00 351.35
Pondicherry - ' " 25.00
Punjab 193.75 866 .46
Ra jasthan 25,00 , 564.00
Tripura - 5.00
Uttar Pradesh 122.75 2,208.25
West Bengal 150.00 451.50
Hyderabad - 100.00

Saurashtra . 100.00

Pepsu 30.00

Coorg 5.00

Ajmer 2R e

2,963.50 18,580.41

—4 ——
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‘Statement No.II
Medium-term loans for agricultural purposes

(Bs. in lakhs)

' State Co-opega:--_
tive Bank

W SE A P g WA D AP S AU L D SN GEN S D NS SN gy sk g emb pap gum S 4 D g e ek van m e aml S0 SN NN MR R S gum R

1856-57 1262~-63 ,
Amount Amount Amount Amount

sanctioned outstanding sanctioned outstanding

- O D T e e S Tk S oye M S WD BN Pl e R P AN BN Y G S PR N SIS AN NS S A S R U I UEN SN P A SN A IR D A S e e gl vl g g b VD o S A e e

Andhra Pradesh
Assam

Bihar

Gujarat
Hyderabad
Jammi & Kashmir
Kerala

Madras

Madhys Bharat
Mahakoshal
Madhya Pradesh
Maharashtra
Mysore

Orissa

Punjab

Ra jasthan
Uttar Pradesh
West Bengal
Pondicherry
Delhi

:7!.-60_64

25.00

15.00
12.00

27.85
© 10.00

-y

5.76

18,57
39.52
23.67
12.00

5.02
15.83

109.50

93.09
58.00
60.00
172.58

112.20
88.30
58.01
34.21

129.50

5.00
3.00

- g e S W

931.09

86.27
133.87
123.96

61.97

49,96

13.08

50.15

7.84
2.85

D gt d b -

1056.08
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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

MARKETING SOCIETIES

Share capital contributioen
Loans for godowns

Subsidy for godowns
Managerial subsidy

PROCESSING SOCIETIES

Share capital contribution
Managerial subsidy

SMALI ~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
APEX BANKS

Share capital contribution
Managerial subsidy
CREDIT UNIONS

Managerial subsidy
SUPERVISING UNIONS

Managerial subsidy
DEPARTMENTAL STAFF

Managerial subsidy

Outright grants to ‘speclal

bad-debts reserve

Five Year Plan.

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

5.39

194 .46

(Rs. in lakhs)

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

8.5k 102.04 .
1.82 0.30
69.24 68.13
14,66 14.23
13.22 16.75
5-85 6051
0.30 0.69
0.30 £ 0,19

4.17 -

11.98 39.57
2.62 80.46
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Note II

-

P RFORMANCE OF CO-OPERATIVE CREDIT
1, COVERAGE OF CREDIT SOCIETIES:

1.1.. .An index of-the coverage of co-operative credit in

" ferms of potentialiapd,actual.borrowers would be the propore
tion of the number of_members.who borrowed from co-operative
eredit societles to the number of cultivating households. -

‘_Figures of the number of borrowing members of primary agricul-

-

“Thural credit societies ‘are available,from the Statlstiear — -~

‘Létatements relatiné'toZEo-operative Movement in India published

:tannually bv the - Reserve Bank. Assuming that each member of an

: agricultural-credit society represents a cultivating house-~
hold, the proportion of the number of borrowing members to the
total number of cultivating households would be an 1nd1oator of
“the éxtent to which potential borrowers~are~served-by~the-co- .;

operative credlit structure.

S e

1,2 The Rural Debs and Investment Survey has brought out the
.. fact that not all the cultivating households torrow, ln order

to assess the extent to which co-operatives are providing-cre-

dlt service to the actuzl borrowing cultivators in the rural

area, a comparison can be made between proportion of borrowing

e m s A i

- cultivator households to total cultivator households, and the

proportion of borrowing members of agricultural credit socie-

. ties and land mortvage banks to total cultivator households.
However, in regard to the latter figure,. one difficulty is that

the number of borrowers from the primary land mortgage banks is

not available. Since, the number of borrowers who borrow only

.Irom the 1and mortgage banks is relatively very small as

compared with the total number of borrowers who borrow from
’ T

_.primary agricultural credit societies, the latter number is

~ s s © o o e ae um

~ taken to represent the number of borrowers of both the agricul-
. tural credit societies as well as of the land mortgage banks.

- 1.3 The following table sets outnthe relevant data._lIn
column 2, the percentages of the npumber of borrowing members
of co-operative societies to all cultivating households are

set out. Column 3 gives the proportion of cultivator
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households borrowing'from”whatever source to.total households.

The proportion of borrowing rembers- of . co-operatives.to‘culL

tivator households borrowing from all’ sour065uas given in .J

column 4.

co-0pératives to all members is given.

In cplumn 5 the proportion of” borrowing. members of

TABLE I
PfOportion of Proportion Proportion Proportim
borrowing mem- of cultivator of borrow- of borrow-
bers of socie= households .ing members ing mem=-
State - ties to total reporting of socie~ bers to
cultivator borrowing to ties to .-all mem=-
households total eplti- cultivator bers of
vator house~ households. co-opera-
holds reporting tives
' : : borrowings (per
e (per cent) (per cent) (per cent) cent)
B - T S - S
First Group . ) - 4
1. Assam.’ -° 2.4 20.5 11.7 12.8
2. Bihar 4.9 4L.5 11.8 27.7
3. Madhya Pradesh 15.6 49,0 31.8 - 67.2
4, Orissa - Beb 20.6 3l.6 35.3
5. Rajasthan - 9.9 74 .2 13.3 ‘34,9
- B+ West Bengal 8.4 55.2 15.0 -, - 44,5
§écoﬁd Group
7. Andhra Pradesh  20.2 . 574 35.2 - - 52.5
8+ Gujarat 30.3 60.6 .§0.0 64.C
9, Jammu & Kashmir 43.2 50.0 86.4 85.7
10. Kerala T 21.6  63.9 33.8' »  44.3
11, Madras 40.1 57.6 . 69.6, 46.6
12. Maharashtra © 34.9 50.4 . 69.2 67.1
13. Mysore 25.5 62.7 40.7 46.5
14. Punjab 42,2 63.7 66.3 ‘48,1
15. Uttar Pradesh 22.5 $2.6 42,8 - i54.6
All-India 19.7 52.1 37.8 7 - 50.9
l.4 For the country as a wﬁole, the proportion of borrowing

;members of co-operative societies to total number df culti-

vating households is 19.7 peéer cent.:

This percentage 1is- low

and might suggest that, in the country as a wﬁole,7co-opefative

n

-
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» agricultural credit societies are catering to the needs of
only a minority of potential cultivator borrowers. - States

where the proportion of borrowing members to cultivator

households is below the All-India average can be considered

B o~

to be those in which the coverage is particularly inade-

quate.‘ Such States are Assan; Bihar, Madhya Pradesh, Orissa,
.bRajasthan, West Bengal and the Union Territories. This

group of States may be regarded as a group which is parti-

_oularly backward in terms of coverage of borrowers.- The

'Jremaining Soetes can be grouoed separately and regarded as

Tal . RO

| those where the coverage is somewhat better.
1 5 ' It will also be seen from the above table that in Assam
and Orissa in the first group of States, the percentages of

- ~

cultivator households borrowing from co-operatives as well
as from all sources are remarkably low. These 1ow per-~

centages may oartly be due to the inability ofa propor-

tion of cultivator households to obtain loans from any
[ source and partly dué to the prevalence of borrowings in
kind. In Bihar, Madhya Pradesh, Rrjasthan and West Bengal

the proportion of cultiVator households borrowing ‘from co-

L

operatives 1s"low.compared to the proportion borrowing from

T

all sources. This is particularly g0 1n Rrjasthan. The
Y R i '
wide disparity between the proportion in column 2 and column

3 in respect of these States also indicates that whilé the

-

actual proportion of cultivator‘households“capable of borrow=

v =

ing from all sources is high, the co-operatives -are reaching

R
only a small proportion and have considerable scope for
ae o o Sy _ L .
expansion. }

| 1 3 In the'second group of States, the percentages of
cultivators borrowing from co-operatives ag’ well as from all
sources are on the high side. However, diSparity‘between the
two is highest in Kerala and Andhra Pradesh followed by

Gujarat, Uttar Pradesh and Punjab. In the remaining three
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States, namely Jammu & Kashmir, Madras and Maharashtra the

» disuarity is least It fs-also noteworthy that Jammu & Kashmir
has the 1argest prooortion of cultivator households borrowing
‘from co-operatives at 43.2 per cent and it lS also in that
State that the co-operatives are 1ending to more than 86 per
_,cent of the cultivators borrowing from all the sources. Next
.tO Jamm & Kashmir it is 1ﬁﬂ§:§:%§§ﬁira that the co-operatives
are lending to nearly 70 per cent of the total borrowing cul~
tivator households. _'

1. 7 From column 4 it 1s seen that in the first group of

St ates, of the total number of borrowing cultivators, the
_pronortion borrowing from co-operatives was relatively large
only in Madhya Pradesh and Orissa. In the remaining States,
co-operatives oatered 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-
operatives. Among these SL?teS, the proportion was highest

in Jammu & Kashmir at 86 4 per cent followed by Madras,
Maharashtra and Punjab, in that order. In Gujarat half the
borrowing cultivators were found to be borrowing from co-
operative credit societies. In the remaining States, the
proportion was 1ess than half, the proportion in Kerala being
. 1east at one third.- )
12 COVERAGE oF VILLAGES'

o e REEPEN i

:2.1 The low figure of borrowing members may be the result
‘of many factors. Inadequate coverage of villages by
agricultural credit societies mivht be one of them. The

. following table gives the proportion of villaaes covered

. By agricultural credit societies for the two groups of

. States. .
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TABLE IT

Proportion of villages covered by

agricultural credit societies(per cent)

State 1957-58 1961 -62
First Group -
Assam 36.4 65.1
Bihar " 32.3 60.5
Madhya Pradesh 54,7 74,6
Orissa 41 .3 46.6
Rc jasthan 32.3 67.2
We St Bengal K ’ 4609 T 6?. 7
Dglhi 89,3 100.0
Himachal Pradesh 98.8 100.0
Pondicherry 75.9 100.0
Manipur : 6.4 '42.0
‘ Tripura - 17.4 22.0
Second Group |
Andhra Pradesh 6l.1 80.7
Gujarat - .. 95.3 . Q9,7
(59-60)
Jammi & Kashmir 62.3 . T75.1
Kerala 98.3 100.0
Madras 82.4 100.0
Maharashtra = 92.1 96.9
(59-80)
' Mygore . 777 82.0
P S = ) (60-61)
Punjab U 4 Y 95.5
Uttar Pradesh 56.5 100.00
2.2 - - Tt will be seen from the above table that in all the

Siates in the first group, excepting Delhi, Himachal Pradesh and
‘Pondichgyry whe?e tﬁere was full coféfage,.fﬁere was considerable
, leeway ﬁp be made in terms of extending the co-operative credit
;mbvemeqt'to the Villages, even in 1961-62. It 1s, however, seen
fhat exquting ;ﬁfO;issa, there is good progress made in terms
of cofqrage of yillages between 1957-58 aqd 196;-62. It is only
in Orissa that riot only the proportion of‘;illages covered by
co=operatives in 1961-62 1s low but the rate.ef progress is also
" slow. In_Manipuﬁ'inspite of a rapld progress in coverage of
villages, the p;sition in 1961-62 showed an‘unsatisfactory cover-
age. Iﬁ,ﬁiipuﬁa.the progress in coverage'was only gradual and
-%he position attained by 1961-62 was st111 exbtremely inadequate.
5.3 " In the second group of States, the proportion of
villages covered by agricultural credit societies is satisfactay
in all States excepting Jammu & Kashmir. Some .of the States
have reachéd 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 -
31  Where villages are covered by credit societies, at least the
Ofganisational frame-work of credit can’bé.éssumed to be in
position in the village, However, if the'sociefy in a
:village is ddrmant, it is nearly as bad as_the village
having no cre@if society at all. The préportion of villages
:cogéred by dormant societies therefore becomés relevant, Table

"IIT below gives the proportion of villaées in which the

. societies weré dormant over the years 1959-60 to 1961-62

" for which alone figures are available. We ﬁéve not attempted

- to work out the proportlon of v111ages covered by living

--socletles alone as it is likely that in some States both

--types of societies may be existing in the same village.

_ PABLE ITI .

Proportlon of villages covered-by dormant
societies (per cent)

. o 1252_—6Q 196061 196162

First Group

Assam ) ) ) N.A. 7 ;6 a 10.2
Bihar . .. 21.4 ] 1403 12,0
Madhya Pradesh ' T 248 35 5e3
Orissa  _- 1143 B.6 . 16.4
Rajasthan © '14.8 20.3
West Bengal . 2645 26.5 .33-2
Delhi * . 38.7 N.A. 2 l4
HJ.maCh.al Pradesh : 13.4 N.A. N.A.
Manipur ' ‘ 4.7 3  20.0
Tnp‘zra ) .y .. . - l.2 N'A. 8‘7
Second Group _ o .
Andhra. Pradesh L, 4.3 . 1146 8.1
Guaara‘h ’ C 6.5 5-6 - 507 S
-:Jammu & Kashmir . - - . 11.6 N.A. N.A.
Kerala ’ "N.A. "N.A, 21,0
- Ma'dras w7 T -, - N A. .... 5.1 8.6
Maharashtra 2.8 2,2 643
MySOI'e I - - ! N .ﬂ.. . N:. . : N.A.
~ Punjab 8.3 6.9 6.9
Uttar PradeSh’ ' T ':N-A- 7.8 6.8

I3

. Lo - -
- . - . .

3.2 1% will be seen that the .position in regard 1o.
dormancy in the first group.was partlcularly bad-in West Bengal,
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Rejasthan, Orissa, yelhi and lanipur. The percentage

of villages under dorméﬁt societies to total number of .
villages'was on the increase in these States between
1959—60 and 1961-62, In Bzhar, however, the percentage of
dOrmancy ‘Which was 21 4 in 1959-60 decllnsd to 12 in
1961-62, Even in the aecond group of States, the position -
in regard to. dormancy is not satisfactory. In Kerala, o
the_prqportion for 196162 is high atlz;‘pgr cent. In '
Andhra Pradesh, Madras and Maharashtra, dormanc& did not
show. any signs of decline. | |

4. TREND IN MEMBERSHIP COVERAGE

4.1 . The following table gives the membership of
cooperative credit societies for the years 1957-58 and ,
1961~62 and the percentage this membershig rgpresenfs |
in_terms_o{\rural population; - .

- Table IV

Pl e oo o

Membership of agriculfural Percentage %o

State credit cooperative socie- rural population
' ~ 4ies '(in thousands -, in villages .
1957=58 19 1-62 served by credit
' C N J vo~operative
gocieties in
. . 1961-62

oL

Pirst Group o ‘ . '
Assam 122 291, _ 20.5

‘Bihar 530 1066 - .  24.4
Madhya Pradesh . 589 1024 21.8
Orissa : 286 - 436 . ... 2044
Rajasthan 277 - 771 30.4
* ‘Wogt Bengal © 460 ! . - 622 . 19.0.. ..
Delhi 18 2% ~ 35.4
Himachal Pradesh = ‘50 T2 . 2840
epr R T
. icher RO ' o . ‘
i pura. ry L 20 54 WA
Second Group o g
"Andbra Pradesh . 1104 1572 B N.A,
Gujarat : NeAs Co 895 0 ¢ - %040 -
Jammu & Kashmir 190 : ) ‘245" . . 4,0
Kerala 434 . - 985 AR 4.g
Madras . . 1057 , 2908 ‘keg 2
Mgharashtra N.A. .oor199L v . T3 i

Mysore 895 1358 N.A.
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1 : 2

N 2 : 3 A
Punjeb 804 1227 NVA.
Uttar Przdesh 1863 3797 29,5

(Rural population covered by co-operative :

societies is taken to be five times the membgrship)

4.2 1t is seen that while the percentage of rural
population covered in'villéges served by cooperative credit -
societies ié‘low for all the States in the first group, there
has been a general trend of increase in membership in
all the ‘States and the rate of increase is particularly high
in Rajasthan. On the other hand, it will alSo be seen that.
in West Bengal not oﬁly the percentage of rural‘ﬁopuiation‘
covered is ve}y‘low but tkat the rate of increase also is
very low, in fact the lowest among the gfoup.of States.{-ﬁ'
4.3 In the second group of States, Madras had the
highest percentage of rural population ecovered in villages
served by cooperative credit- sociéties in 1961-62 at 80.21
xezxxext while-the . percentage was .low in Gujarat at 30400
gn@_Uttar Pradigha;t 29.5. Figures were not zavailable fér
:%pdﬁra‘Pradesgfanq Punjab. Segg_ép‘ﬁh? context of cent
rer cent coverage of villages in Gujarat and Uttar Pradesh,

it is clear that in these states there is particular need

T

for increaéiﬁé'membership, now that the coverage in terms-

of villages is zlmost complete. S
4.4 -?The progress in terms of membership would not, = -
howeveﬁijshow the full picture of the wtility of the
co-opeéative credit gocieties to the-rural population.‘qu'
propoginn of total m@mbers who actuélly borrow has also

to be jaken into consideration. It is quite likely %patjﬁot
all tﬁéeﬁembers would feel the need to borrow each year
and a part of the members msy also not be eiigibleito
borrow,due to certain reasons such as default on their part

. . : Or again due to the default of the society -
in repayment of old loans or the dormancy of the society/in

L] .

repaying the central bank loan upto the minimum percentage
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“ppeég;;bedletqﬁ_-Thg following table,giyesqthe proportion of
, members who borrowed during 1959-60 to 1961-62 to fotal

members of the agricultural credit societies.

Table V

Proportion of members who borrow to total’
_embers of the agricultural credit societies

(fer cent)

1959-60 1960-

t

First -Group ‘

~ Bihar : . 23,94 "25,0Y -+ 27.67
Madhya Pradesh 67.93 72,47 67.18
~Orissa .70 - - - 35.2% .0 40.09  35.32
Rajasthan 52.04 42,49 34.89
West. Béngal . = '37.65 - 39.58 ' 44.50
Himachal Pradesh 9.52 5.97 6.94
Mani pur : 100,00 +  9%.75 20.86
Pondicherry 60.00 5555 T0.00
- Tripura R 30.00 .~ - 34.04 18,52

Delbi = 49,90 N.A.  N.A,

Second Group T A

Andhra Pradesh 52.13 49,30 52.54
v Gujarat .’ - s 70,00 = ~64.94 . 64.91
Maharashtra 60,94 66.99 67.08
Jammu & Kashmir - * 94.84 95.00 85.71
Kerala 43.65 47 089 44.26
Madras A - 52,TL 47.9% 46.63
Mys ore g%.gg— zgogg ﬁgogg

Punjab A "B5.417 . Y . .
Uttar Pradesh -~ . =~ 87,13 . 59,00 54457
A1)l India 777 0T 59.14 52.63 50.89

4,5 The propdrﬁioﬁréf borrowing meﬁbérs has decreased

£6r the country-as a whole during ‘the three'yéara. In

the first groupof S%atés,'it is observed thaf the position
in Aésam, Bihar and Himachal Pradesh is ﬁnéatisfaqtdr&

in 1961-62 compared with the A11 India averégé and

that in Origsa, Rajasthan, Manipur and Tripura only &
1ittle less s6. Opuly in.Madhya Pradesh’ amongst the

States in the fifst. group, the proportion of members Wwho

. . . . . : i L
borrow to totsl members is quite high at 67.18 per cent
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ang is even higher than the All India average. When the trend
over the years 1959-60, 1960-61 and 1961¥62 is'examinod, it is
found that the unsatisfactory position in Assam, Rajasthan,
Himachal Pradesh, Manipur and Tripura in 1961-62 is combined
with a falling trend during the three years, In Bihar and
liest Bengal the picture is a little better in that though the
situation in 1961-é2 is not satisfactory, there is a rising
trehd-in-thewperoentageuofumembersmwhoiboriow.

4, 6 . In the second group of States, the proportion of
‘ borrowing members to total members was less than the 4211 India
average in 1961-62 in Kerala, Madras, Mysore and Punjab. In
Gujarat, though the. proportion was 64.91 per cent in 1961-62,
there wss:a'falling.trend over the years. & dee;easing trend
is also nbticeable'lﬁ.Madras, Jammu & Kashmir, Mysore, Punjab
and Uttar.Pradesh, the fall in Uttar Pradesh being particularly
sxeep. It was only in Andhra Pradesh and Keealazﬁage percentage
of'borrowing members to total members remained more or less
constaot and in Maharashtra alone it showed:a risihé'frend.
The case of J ammu‘ & I{ashmir is a uniqle one in that though there
was a falling trend, the 1level of borrowing members in 1961-62
was very high at 85.7 per cent.

5.“PERFORMANCE OF AGRICULTURAL CREDIT
' SOCIETIES IN MEETING THE CULTIVATORS'

HEQUIREMENTS OF FINANCE.

An assessment of the requirements of credit of cultivators

met by co-operative eredit societies, can be made from the amount
of lo?ns issued by FOzoperativesras,well as the requirements

of credit of the(oultivaoors. ‘As regards the latter, a broad
idea. of the,requirements can be had from the actual borrowings

of the cultivatorS»f:om all sources as reported. in the All-

India Rural Debt and Investment Survey. Data are not available
separately for borrowings for short, medium and long-term
purposes., It ls also,not known what parts of the total borrowings

of the culplvator households were for agricultural and non-
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agricultural purposes. A comparison can, however, be made usefully
' between the average toﬁal borrowings of'cultivator households '
which reported borrowings'during I§61 2 according to the Rural
Debt "and Envestment suryey and the average quantum of credit
made' available by primary agricultural ‘oredit societies and
"land mortgage banks' during the same year. '
T pable i
Average borrowings of cultivator“households?reporting
borrowings and average loans issued by primary. agri--

“ eultural credit societies and land mortgage banks in
1961-62.- _ .

(Amount-in,Rupees)

"Total borrowings per
,Dcultivator household.

‘Loans issued
by -co=-opera-

All-India

-y - - . -

O o " ““reporting-borrowings tives per
borrowing
_ member.,
LN Sh L 11‘ ot v - + .—,_ ’2 3
B T Ittt e ettt e e S
first_Qroup . A . . 0o
lf A’ssam . . r . 174 - Loyt - 95 )
2.,' Bihar '~ "'t 246 83
3., Madhya Pradesh 339 . L . . 270 .
T4, - Orissa’-' - - 266 233
5. Rajasthan o o.5e3. . - - . 205.
64 «.West Bengal - - - 258 . . 170
- - - - BT . I 1 - - ! ' :
Second Group. ' -E
R . - N T B H BN 1 2 7 SRR
76 . Qvdhra- Pradesh-- ' . 468~ . 208
8. Gujarat . ... 811 . sox ¢ 446
9, - Jamnu & Kashihir - ot 296 T €3
10. Kerzala . . 320 .+ - .. . 2182 .1
»1l. . Madras* Lot i 517 232
12. Maharashtra . . 435 .- o-eel o L 3470
13. Mysoreg'® ' <77- ¢ . B17 , 238 .
14, Punjab /" 813~ vy i 28560 v
15. Uttar Pradesh : 320— _;,;-.li;}Z§-
393 _ ST g 242

5. é Col. 2 gives the average borrowings of cultivator households

Sk P : %
!‘reporting borrowings according to Rural Debt and Investment Survey.
AP e s tteT

Col. é gives the 1oansissued by primary agricultural credit -

- societies and land mortgage banks per member borrowing from the

e

}ormer.‘ Comparing these two sets of figures it is. seen that at
+ E

.1, .-“__a -)
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e e kI

the All India level the scale of finance made avallable per
borrower member by the co-operative credit socleties is about
61 6 per'cent of the scale of borrowings of cultivator .
households borrowing from all sources. Among the first group
of ctates, in Assam, Bihar, Orissa and. West Bengal the quantum
of finance made available by co-operatives as well as by all
sources is on the low side;HTIn Madhya Pradesh, while the
borrowings from all sources is net very high the co- peratives
appear_moﬁbe.making available loans- relatively: on-a higher '/
.scale.’ The case of Rajasthan is yet again different. ‘hile

--the scale cf finance made available by~ co~0peratives is’ 1ow,

— the borrowings of cultivator households from all sources 1is
very high.
5 3»h In -the -second group of‘etates, "the scale of finance made

---available-byuco;OperativeS'as ‘well "as by all sources'areli
relatively on the high side. In Mysore, Madrasand‘PunjaE"
while the average borrowings from all sources are high, the
loan per member made available by co-operatives is’ relatively
low. The case of Maharashtra is different in_that while thé
averaée borrowings from all sources are not high,.the eo=
operatives appear to provide a relatively high«amoqnta In-
Gujarat, both the borrowin_g_s from co-operatives as well as 'from
allfstrces are on the highrside. In Uttar Pradesh and Kerala,

both types of borrowings’ are on a much smaller scale.

6. TREND IN CREDIT PERFORMANCE AT THE CENTRAL -
CO-OPERATIVE BANK LEVEL,

6.1 " -The central co-Operative banks are the pirots of co-

- operative-crédit in’ Ehe areas as they constitute the agency )
‘which meets the credit requirements of the primary agricultural
.eredit Societies. The progress of co-operative credit in _
any aresa catiy therefore, be also seen reflected in the progress
in credit’ performance of central co-operative banks. Mbreover

the study’at”the central bank 1eve1 enables the study of
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regional and local variations in the performance of co-

operative credit in a State eSpecially in the absence of

readily avallable data about the 1oan operations of prlmary

‘ agrlcultural credit societles in the regions and distrlcts.

In the follow1ng paragraphs the credlt performance of the

central co-operative banks in the different States is

examined,

As data on tn;;lqans-issued by central cocperative

banks to primary agricultural credit societies alone are

not available the total loan advances by central cooperative

banks to all” socletles in Ats area—are used in this analysis,

y eSpecially as the bulk of the 1oan advances of central co-

- st

‘operative banks is 11kely to be to agricultural credit socie-

' ties.

credlts atc, are excluded as such ndvances form th

modes of financing non—agrlcultural cred;u{socletles.

o -

nen -

Further advances in the form of overdrafts, cash .

e s;al

The

‘follow1ng table gives the.loan‘advances (exclud;ng cash

‘credits and overdrafts) of central co-operatlve banks 1n the

States from 1957=58 to 1962-63.

SI"".NO. -

.l.
2.
3.

Be

5.
6..

7.
8.

9..
10,
1.

i3.
..
15.

Pradesh 104.14

===3==

!l
ll
[
ll

=====
L]

13.87 _23.81 _27.67 _35.3
132,47 33 AE 223.28 ghu 57 252

. Table ‘VII o
e - (Rs, in crores)
State  -57-58 -58-59 :59-60 60-61 61-62 62-63
?irst‘éroéé- -

_ Assam. ¢ - 0.99 ~ 1.03 1.02 0.57 0.31 0.30

, Bihar - 1,21 -1.16 " 1.58 2.12.. 2.66 3.81

* Madhya 10,14 13.06 15.70 20.68 19,25 21.84
.Pradesh * n
Orissa 2.24 . 2,36 3.12 3.48 5,10. 6.18
Rajasthan  2.75 .3.32 6.23 6.91 5.93  5.88
West Bengal 2.0h  2.26- 2.56 3.47 4.57 6.00
Second Group ' . i
Andhra 16,2 19.16 22,14 25.00 27.46 26,53

* - Pradesh y o .
Gujarat - - 20,43 21.44 21.87 24.68
Jammu &  0.27 1.47 0.66 0.75 (1.15 0.85
Kashmir ' .

Kerala @ = 1.24  2.36 2.72 . 3.32- - 470 6.09
Madras 11,13 16346 20,46 26.41 35.19 40.69
Maharashtra - - 41.32 51,25 50,91 51.78
Mysore = - 10.00 ' 13.13 14.38 18,50 15.50 13.kk
Punjeb. - 8.30- - 8.54 12.30 ,11.72 14.67 14.47
Uttar 0,59 0

SIE=Sa
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6.2  The reiati}e;perfofnance ofhthe different States in
respect of loan advances by central banks w111 be better
brought out by con51dering the amount advanced per head of
rural population in each State in each year. These flgures
"are given belcw. |
Table VIII ~
Loans issued by central co-operative
banks per caplta of rural population.

{ Amount in Rupees)
17_5__ Lﬂz 59-60 60-61 61-62 62-63

First Group

Assam(Plains) 1.0L  1.87 1.05 0.58 '0.32 0.31
Bihar " 0.28 0.27 10.37 0.50 0.63 0.89
Madhya Pradesh 3,57 4.64  5.58 7.1, 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° 3.54 3.51
West Bengal = 0.72 0.79 0.90 1.12 1.61 2,11
* Second Groug " ) o ) :
Andhra Pradesh 5.4, 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 175 -9.52 4.27 483 7.bk 551
Kerala . 0.86 1.64. 190 2.31 2.89 4.2
Madras . . . 425 6,27 7,70 10.07 *13.54 16.48
Maharashtra:  .: 5.88. '8.67 14.53 18.04 17.54 18.24
Mysore 5,29 7 07 7.33 9.95 < 8.25 °7.36
Punjab 5.10°° 5.25 7.50 7.2,  8.96 '8.90
Uttar Pradesh © 1.75° 2.3, ' 4.10, 4.67 5.62 6.70

6.3 It nill be seen fncm the above.tablectﬁat<Assam'alone,
-amongst all the States, shows a decneaeingjggend over the
_yeare in the perfcapita‘icans issued by the'central co-
operative banks. .The increase in loan per:capica is only
,very gradudl in the caseof States such as Bihar, Orissa,
Rajasthan|éwgst Bengal the rate belng 1owest in Bihar. and
hlghest 1n Orlssa among these 4 States Madhya Pradesh, :

) however, recorded a high increase in loan advances by central
banksl the. rate of 1ncrease belng hlgher tha&igg;éﬁal étatee

;ndicated in the second group. o
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6.4  Among the Statesrin the ‘second group, the highest raté.

of 1ncrease 1s observed in Madras and Maharashtra, followed-

by Gujarat.

The rate of "increasze in Uttar Pradesh, Andhra-

Pradesh Jammu & Kashmir, Kerala and Punjab ‘was on a-much

.lower scale and the rate' of increase in Mysore wag the lowest -

being on par with Orissa in ‘the first group oF States. -

7. LOANS ISSUED BY CENTRAL GOOPERATIVE
" BANKS PER HEAD OF RURAL. POPULATION

7.1 The Statewise data. in. respect. of 1oans 1ssued by a11

the central co-operative banks in each State per head of :gral

population is set out in Table IX below. .

Table TX

‘
-

+ Rankkings of States according to loan amount

issued by central banks

States

FirsE‘Gfoup

G'ﬁaharaShtraf:
Madras .
Gujarat

Second Group
Punjab '

-Andhra Pradesh
Madhya Pradesh

Mysore -
Uttar Pradesh

Jammu & Kashmir

Third Grou

Kerala
Orissa
Rajasthan
West Bengal
Bihar .
Assam

er head of rural ~

population in 1962-63. ,
-. .. Loan per . . States ~ Annual rate
capita - T - - of inérease
L "','A_""_Rs_"J - L s
18.24 ' Maharashtra 247
16.48 = Madras 2.45
16.19 Gujdrat - 2400
.90 Uttar Pradesh- . 0.99-
8.89 Madhya Pradesh 0.84°
7.76 Punjab e 0.76 -
7.36 Jaxm & Kashmir 0.75
6. Andhra Pradesh: 0,692
D Mysore (041
4,24 Xerala . 0.68
3,76 Orissa « 2 ¥ 0.44
. 3451 Rajasthan .. .0.38
2.11. West Bengal 0.28~
0.89 Bihar -y ’ 0.12 e
0.31 *© Assam ‘Negative

7.2 The data shOW'that the oentral'banks in Maharash%ra,-:“

Madras & Gujarat, in that order, issued the highest loans” pei’

head of rural pOpulation according to data’ for the' year 1962-3.

The 1oan amounts per head of‘rural population in these' three

States were between Rs 15 and Rs 20.

he next group of States

in which ‘the loan ‘amount varied from % 5 to'R® 10, were - -
punjab, Andhra Pradesh, Madhya Pradesh, Mysore, ‘Uttar Pradesh
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and Jamm & Kashmir, in, the descending order of magnitude.
In the remaining six States forming the Third Group, fiz-g
Kerala, Orissa, Rajasthan, West Bengal, Blhar and‘Assam; 15'
that order,, the loan amount, 1ssued per head of rural popula- 'J
tion-by the central banks was less than.m 5/-. It is interest-
ing to note that the three. States in the_First Group and the M‘

six States in the Third Group have the same ranking according
to both the criteria, namely, the -ievel of -credit per head_of

5
.

rural population and the annual rate of increase in such ‘¢n;
credit, - o

In studying the position relating to individual central
co=-operative banks in the differene §tates, we may classify
the bankafboth'aceordihg‘to annual rate of increase: reglstered
in each éaseand- the level of credit.reached_inz1962-3, the
latest year for which data are available, - Where the annual

gy

rate of increase is found to be negazive, deterioration in
credif has occurred, Where the amual rate of increase ‘ré“ngéé’
upto Re.0. 50, we may assumé that credit is more or less

stagnant. Where the rate of lncrease ranges fronm Re.o 50 to .

1

Re.l 00 per annum we may assume that. the progress is slow,
It is. only in cases where the loan per’ head of rural pOpula-
tion increases anmally by more than Be.l/- that it may be
considered that the bank is making some: progress in its- .

credit performance.

r

LN

As regards the level of credit reached by a bank
during 1962-3, the classification may. be (a) upto Rs 5,
(b) & 5 o B 10, (¢) B 10 to ks 20 and (a) above Bs 20. - 1t
the level, reached is a substantially high figure, it does
not call for immediate action even though there may be '
,stagnation in respect.of growth or even a slight deteriora-
tion. Where the level of credit reached during 1962-3 is
very low and where deterioration or stagnation in credit

o

is found to‘haye-occurred, individual cases will have to _
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be investigated in greater detail to find out whether. the
reasons‘;or the deterioration or stagnation are removeable.
On the basis of the- above classification, the following
position is found in the different: Statés.
Eastern Region

Among the States in the Eastern Region, the performance
of Assam appéared %o be the most disappointing as in this .
State the average level of 'credit per head of rural population
regched-in 1962-3 was extremely low (Re.0.31) and the trend
in such credit showed a decline. The credit performance of )
each of the central banks in Assam was also found to have
shown deterioration and the level ‘of .credit reached by these
‘central banks by 1962-3 was also much less than fs 5 per head
of miral population. In West Bengal, the level of credit -
per head of rural population reached in 1962-3 was only
B 2.11 and the annual rate of increase was low atRe 0,30
indicating an overall position of stagnation. As regards
individual central banks din West Bengal, although deteriora-
tion in credit was not found in any bank, in all central
banks except-the Burdwan, Xalna, Tamluk and Midnapur 5anks,
grewth was more or less stagnant and the level.of :credit
reached by these banks was also less than %.5 per head of ..
rural population. Bihar State is characterised by.a very.
low average level of credit reached in 1962-3 Re.0.89 per :
head of rural population) and also a"very low annual rate
of increase in such credit at Re.0.1l2. As regards individual
central banks in Bihar, deterioration in credit was noticeable
ohly in the Samastipur Central Co-operative Bank. However,
in all the other banks stagnation in credit was observed. '
The level of credit reached by all central banks in Bihar -
was also much less than B 5 per head of rural populations
‘IﬁVOriSSa,‘which~Sh°Wed a better pilcture as: compared to the
other States in the Eastern Region, thellevel of credit per
head of rural population in: 1962-3 was B 3.76 but the .
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annual rate of: Increase was less thanRe. 0.50. In the case
of -ind{vidual central banks in Orissa, deterioration in credit
was not found to occur ih any central bank. In the Aska.
Central Bank in the Uoastal Region, in the Boudh, Dhenkanal,
Keonjhar, Nowrangpur and Mayurbhanj central banksin Central
- 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 also lower than B 5 per head of rural
population.

Northern Region

B In Uttar Pradesh, the level of credit per head of
rural population reached in 1962-3 was K 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 the
Bijnor bank in Western Uttar Pradesh. In the Dudhi,
Ramnagar, Bara Banki, Makhdumpura, Purwa, Bahraich, Basti,
Féizabad, Balrampur, Ranipur and Pithoragarh central banks,
stagnation in credit was observed and in these banks the
level_of credit reached was also less than E 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 satisfgctpry, deterioration in credit was noticed in.

3 central banks, namely, Rohtak, Tern 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 banits, the level- of
eredit reached by them by the end of 1962-3 was also less
than B 5 per head of rural population. In Rajasthan, the
level of credit reached in 1962-3.as well as the anmual rate
of increase were very lowy the former being less than R 5

and the latter less than Re.0.50.1In this State with 25 .
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central co-operative banks, deterioration in credit, was found
‘to have occurred in as many as 6 central banks, namely.in - . -

‘Barmer, Jodhpur, Jhunjhunu, Sikar, Banswara and Sirohi Banks.
Again; in as many as. Q banks, stagnation in credit had

* occurred, namely in Bikaner, Jalore, Nagaur, Pali, Bhilwara, .
Sawai Madhopur, Ajmer, Dungarpur and Udaipur. -With the
‘exception of the Kotah, Tonk and Jhalawar banksamong the 25 -
banks' 'of the State, the. level of credit reached by éheucentpgl
co-operative banks in 1962-63 4id. not exceed R 5 per head of
rural population. In Jammu & Kasanir, the level of ‘
‘eredit per' capita reached in 1962-3 was only slightly more -
‘than ks 5 and the annual rate .of increase was Po.0.75. Out’
of the -3 central banks in the State, the performance of the. .

Baramulla bank alone was not. satisfactory as some stagnation
in credit was noticeable.inpthis bank and the level of .credit
per head of rural population reached in 1962-3 was lower
‘than ks 5. '

Western Region

' .. Among the States in the Western Reglon,, the position
in Madhya Pradesh presents a rélatively unsatisfactory .
picture as the level of credit per capita reached in 1962-3.
in the State at.Rs 7.76 was low as compared to Maharashtrg;.,
and Gujarat and-the annual rate of increase in suchfcredit-T
was also low at Re.0.84¢. Deterioration in ¢redit was noticed

. in this State in 4. central banks, viz. Sohagpur, Korea, ., -:
Ratlam and Shajapur Banks. Stagnation in eredit-was
observed in 18 other banks, viz. Bastar, Raipur, Raigarh,,
Heshangabad, Sihora, Narsinghpury Sagar, Balaghat, Betul,. -
Chhindwara, Mandla, Surguja, seoni, Jhabua, Susner,.Sanawad,
Rewa - and -Shahdol. Excepting in Sohagpur; Ratlam and.

. -8hajapur in the first category and in Baipur, Narsinghpur, -
Sagar; Susner and Rewa, in the second~category, the; level
of credit per-capita Teached in 1962-3 was-less than R 5. -

« In Gujarat, both the level of ¢redit per capita reached-in
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1962-3 and the annual rate of increase in such credit was . .
high at & 16.1§'and Rs 2400 respectively. Although the central
banks-in Gujarat had reached a satisfactory position in regard
to credit per head of rural population, deterioration in
credit was noticeable in 5 central banks, namely, the Bhavnagar,
Kaira, Junagaih,.Morvi-Malia and Rajkot banks.. Of these, the
level of credit .in the last four parks ranged from R 10 to Bs 20.
" per capita and ih 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 were the highest among all the-States,~detérioratipn_
in credit was noticed in the Kolaba and Poona Banksj of these
the level of credit reached by the Kolaba bank was between
B 5amd % 10 per head of rural population while that in Pqona
exceeded Bs 20. In Ratnagiri and Thana banks, stagnation.in .
credit was noticeable and in both these banks the level of
eredit reached was lower than R 5 per head of rural\pOpulgtion.
Southern Region

- Among thetSouthern. States, Madras presented the best
picture, followed by Kerala. In Madras, the level of credit
per capita reached in 1962-3 was as high as B 16.48 and. the
annual rate of dncrease was also high at k 2.45. 1In all
the bank%Zthe Madras State, both:the level of credit reached
and: the progress in such credit were satisfactory, In Kerala
‘slow progress was noticed in the Alleppey,.Malabar, Kottayam,
Quilon and Trivandrum central banks and in all these banks
the 1level of credit reached was also less than ks 5 per head
of rural poptlat;on;, In Mysore :State, although_thellevel,of
credit reached was faifly satisfactory at Fs 7.40 per capita,
the annual rate of 4ncrease in such credit was low at less -
than Res0.50. 1In this.State in as many as six central banks,
namely the Ralchur, Kolar, Hassan, Chitaldurg, Bangalore and
Mysore banks, deterioration in c¢redit has been observed. In
~another five ‘banks, .namely, in the Tumkur, Gulbarga, Bijapur,

North Kanara and Chikmagalur banis, thénloan acvances showed

L
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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 Fs 5.00
per head of rural population. In the Bijapur and Chikmagalur
Banks, the level of credit reached ranged from ks 5 to R 10;
and in the North Kanara Bank, it was Bs 10.50. 1In 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 credit was noticed in this
State only in the Nellore Central Co-operative Bank, where

the level of credit reached was also less than Bs 5 per head
of rural population. However, in as many as 10 central banks,
stagnat;qn in eredit has occurred. The baniks are the
Srikakulam, Chittoor, Cuddapah and Kurnool hanks of Andhra
drea and the Mehboobnagar, Adilabad, 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 R 5 to R 10, the level

of credit in all the other banks was less than B & per head

of rural population.



