REPORT

IOYMRNMENT OF INDIA
~ MBfISTRY OF A GRICULTURE
4pEP] RTMENT OF COOPERATION)
PCTOBER, 1971.



eductory':

arical ba
n
in;smcnt of!

Ilk €, pb]ect ancl,lun {&* :

ra c:al arra.ngcments . . . .. .
" | . ‘_ . :
o,*setup . . . . T T

&
<~ ne of Central assistance for State plan schemes

-]ugh -the NGDG . . . e .
;.«tatwc measures . . . . . .' - .
onclusion = . . . . . . L7

Sixmmary of Conclusions and Recommendations .

'Notiﬁcatlon dated the 15th October, 1970 appmntmg
. the Expert Committee . .

Qnestionnaire addressed to the Chief Secretaries, of
¢ all State Governments . . . .

Questionnairs addressed to the National Federations

Questionnaire addressed to State Cooperative
marketing federations and State federations of
sugar factories . . .

| D. O.letter dated the 2nd December, 1970 addressed
to the Registrars of Cooperative Socicties . .

List of personsfinstitutions from whom replies were
received. . . . . . . .

Value of agncultural produce marketed by State,
Clentral and primary markctmg societies dunng
1968-69. . . . . .

Value of agricultural produce marketed by co-
operatives durmg 1968-6g—State-wise—type-
wise . . . . . . .

(1)

—18

—67
6;3—87
88—105
106—120

121—=-129
13“‘;‘"‘I 37
138l::4o
:4.1T_167

171—173
Y

174—184
185—187

188—1g0

191

192

163

194—195

4



XIII

:

E..

XVl
XVIT

XVIII

Financial position of cooperative sugar factories
Statement regarding cooperative godowns = . . .

v : ;
Value of chemical fertilisers distributed 'by co-
operatives—Trend of progress—State-wise

Distribution of improved seeds by cooﬁeratives——-
Trend of progress State-wise -, . . .

Statement showing value of agricultural in_xplements
and machinery distributed by Cooperatives—
Trend of progress State-wise ., . .

Extractfrom the Report of the Esfimatcs Comnucice
(1962'63) . . . . - .o - .

NCDC’s letter dated the 13th May, 1971 regardi
centrally aided plan schemes ):, 97. g. 'In?‘

St;tred;)vge, z'ear-v.vise .a.ssistanfze provided by the

Chart showing tbe present administrati
the NCDC ., ', | . m_ e se.t upof

Reserve Banks contribution to L.T.O. fund



CHAPTER 1
INTRODUCTORY

ion of The Expert Commiltee—The Public Accounts

*in their 106th Report presented in April, 1970, observed
“have reasons to doubt whether the existence of an official
onilike the National Cooperative Development Corporation
)pérat:vc sphere, besides the Department of Cooperation is
,r‘fﬁ%ary » and suggested to the Government “to remit the
l‘onmderatn:m for detailed expert study and come to a

the necessity for the contmuance of the National Coopera-
. yment Corporation’”.

- “pursuance of the abové recommendation of the Public

iommittee, the Government of India, in the Ministry of
% (Department of Cooperatlon) constituted an Expert
|' with the followmg members:—

'%n B. Vcnkatapplah Mcmber, Planning Chatrman
lommission¥.

ri G. R, Kamat** - .I Mem'lm

ri P. N. Damry, Deputy G0vcrnor, Member
teserve Bank of India, Bombay. ‘ e

+riP. S. Rajagopala Naidu, President, Na- * Member
iional Federation of CsooPera.tivc Sugar

Fa.ctones Ltd. y

iri V. .-N. Puri, ¥¥* Ghauman, Natlona.l Member
Agricultural Coopcratwc Markctmg Fe- .

deration Ltd. C e

iri S, B. Kazi, Secretary tothe Govcrnment Member

of Maharashtra, Bombay. «+ . ot

wri L. N. Bongirwar, Vice Chancellor, Member
Punjabrao. Deshmukh Agricultura} Uni-

versity, Akola (Maharashtra)., .

i+ M. S. Chaudhary, Additional Gluef Member
Secretary. to the Government of Madhya.

Pradesh, Bhopal.

i K. S. Bawa, Joint Sectetary to the Gov- Member-Secre-
ernment of India, Departmcnt of Coopcra- tary. '
tion, New Delhi.- o

relinguished charge as Member, Planning Commission.
nerly Secretary, Planning Commission.
ice relinquished charge as Chairman, NAFED.
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1.3 Terms of reference.—The terms of reference of the Committee
are :

(1) to review the working of the National Coopcratlvc Develops
ment ‘Corporation, witk~a view to assessing to what extent
the objectives for which it was established have been achie-
ved; :

(n) to examine whether there is need for the continuance
of the Corporation; if so, to suggest modifications, if any,
in. the scope of its existing activities as provided under the
N.C.D.C. Act, 1962 and to recommend legislative, admini-
strative and financial measures for enabling the Corpcration
to suitably strengthen its organisation, in order to fulfil effec-
tively its present functions as well as such others as may be
recommended by the Committee; and

(iif) to examine ‘whether the prcscnt system of channchsmg, Cen-
tral assistance to the States through the Corporation is
necessary and to suggest any change, modification or improve-
ment therein.

1.4 A copy of the Ministry of Agriculture, Notification No. L.
12015/8/70-Misc. dated the ~15th October, 1970, -appointing the
Committee is at Annexure I.

1.5 Meetipgs.—~The Committee has held 10 meetings in all, the
last to sign the report. ‘In response to our request S/Shri 8. 8. Pun
{;)mt Secretary, Planning- Commission, A. Das, Joint Secretary, Union

epartment of Cooperation and M. M. K. Wali, Secretary, N.C.D.C.,
participated 1 the discussions at the second meeting of the Committee
held on the 23rd December, 1970

1.6 Questwnnazres.—The Commuttee 1s5ued 'questtonnaires to Re-
gistrars of Cooperative Sccieties, Chief Secietaries to the State Go-
veinments, selected National Cooperative Orgenisations, State Co-
operative Markctmg Federations and State Pederations of Coopera-
tive Sugar Factories. Copies of the questionnaires issued are at Anne-
xures I1 to V. List of personsfinstitutions from whom we received re-
plies is at Annexure VI. At our request, the Secretary, National Co-
operative Development Corporation furnished detailed information
‘on various aspects of the functioning of the Corvoration.

1.7 Field studies—To help us to ‘assess the role of the N.C.D.C.
in promoting and supporting programmes of cooperative processing,
storage and marketing of agricultural produce and supply of inputs
in the country, we decided to have ficld studies made in eight
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States. The organisations entrusted with these field studies and the
general aspects studied by each of them with specific reference to the
. role of the N.C.D.C. in each individual case, are as follows :

(i) Formuation of Fourth Plan and An-  Union Dcpartmeﬁt of
nual Plans in Madhya Pradesh and Cooperation.
Rajasthan. : :

(ii} Formulation and' implementation of
special programmes in the context of
release of central plan assistance th-
rough the N.C.D.C. :

(a) Promotion of Cooperative Marketing Union Department of

in Tamil Nadu. . - Cooperation.
(b) Promotion of cooperative processing Vaikunth Mehta National
in Maharashtra. - Institute of Coopera-
tive Management,
Poona. .
(c) Promotion of cooperative storage in Directorate. of Evaluation,
Uttar Pradesh. - Uttar Pradesh, Luck-
now.

(i1i) | Formulation and- implementation of
selected projects : :

(3) Modern Rice Mill, Mandya(Mysore)* Vaikunth' Mehta National
Institute of Cooperative
Management, © Poona,

(b) Cold storages in Orissa_ . - Union Department of Co~
' operation.

(c) Oil Processing unit, Khanna, (Pun- . Dao,.
jab) ' |

1.8 Scope of enquirp.—The scope of our enquiry may be summed
up as including an analysis of the performance of the N.C.D.C. as also
a re-assessment of its objectives in the context of a fast-changing situ-
ation in agriculture and, with such modifications in its charter and
structure as may be appropriate, of its ability as an organisation to
serve new needs and subserve new aims of policy. Important among
such needs and aims would be that of adapting the infrastructure of
agriculture— more specifically, so far as the N.C.D.C. is concerned,
cooperative marketing, prucessing and storage—to the two-fold de-
mand of larger production-and better distnbutive justice. The latter
in turn implies institutional support, complementary to thc efforts
‘of credit and other orgamusations, for the benefit of the weaker classes
of producers in the rural sector. We are also 1equired by our terms
of reference to examine the appropriateness of the Centre channelling
threugh the Corporation certain forms of financial assistance avail-

able to the States.
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1.9 Uw enauiry mto the -performance of the N.C.D.C. was de-
signed to answer the following questions :

(i) How for has the N.C.D.C. assumed initiative and leader-
ship and provided guidance in the matter of formulation and
promotion of coopeiative programmes for marketing, pro-
cessing and storage?

(if) To what extent has the N.C.D.C. helped in the coordinated
development of cooperative programmes in the States th-
rough the integiation of cooperative credit, marketing, pro-
cessing and storage? S

(iif) 1n the setting up of processing units, hew far has the N.C.D.C.
adopted the project approach, a reflected ¢.g. in selection of
areas,’ location of sites, conduct of economic and technical
feasibility studies, assessment of availability of raw mate-
rial$, selection and tiaming of technical personnel etc. What
is the mechanism for formulation of schemes for such units?

(iv) Is the follow up-action for the implementation of the projects
adequate ? What is the technical advice and guidance given
by the N.C.D.C.? '

(v) Have the policies and procedures adopted by the N.G.D.C.

for financing these programmes through the State Gevern-

- ments been conducive to quick implementation of the vari-
ous programmes ? -

_(vi) How far. can “the release of assistance by the N.G.D.C. to
‘ the State Guvernments for the varivus programmes be
said to be performance oriented ?°

1.10 Pattern of the report—The ensuing Chapters aie patterned as
follows :

The historical background -of the N.C.D.C. is outlined im Chap-
ter I} while Chapter 1IT is devoted to a -broad assessment of the
performance of the N.C.D.C. The need for the contipuance of
the N.C.D.C. is examined and a re-definition. of its objectives.,
scope and functions attempted in Chapter. IV. The-financial and
administrative .measures necessary for  the efficient fulfilment of
‘objectives are dealt with in Chaptérs v and VI. The question
pertairing ‘'to. Central assistance is considered in . Chaptes - VIL.
Amencments necessary to the N.C.D.C. Act are suggested in Chap-

ter VIIL ' Finally, a summary of our main. conclusicns is given
in Chapter 1X.

1.11 Acknowledgements.—We would express our:gratetul thanks to
?ll the Governments, institutions and individuals who, ‘as mentioned
in the foregoing paragraphs, have sent us replies in résponse t8 our
questionnoires, conducted case studies in pursuance of our requests,
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furnished informatinn which we needed, or in some cases took pains to
> P

give us, a2t our Instance, the benefit of their experience in the context

of our terms of reference and the issues arising therefrom.

1.12 The Department of Cooperation 1n the Ministry of Agricul-
ture has becn of much help to us. We would thank our Member-Secre-
tary, Shri K. S. Bawa, Joint Secretary of the Department, and put on
record nur acknnwledgement of his contribution. We have derived
much benefit from his intimate field experience and wide knowledge
of the subject of our enquiry. On Shri K. Sundararajulu; Director,
Union Department of Cooperation, has fallen the main brunt of the
work of the secretariat including preparation of notes and drafting
of the Report. He also supervised the organisation of studies. These
tasks he has discharged with great cheerfulness and outstanding com-
petence. We are grateful to him and would record our high apprecia-
tion of his work. We would alsc make special mention of Smt, S. Ku-
mar, Deputy Director, Union Department of Cooperatiop and Shri
Bansi Lal, Assistant, who did a great deal to lighten the Committee’s
labours by working long-hours over a continuous period. with efficiency
and devotion. To them as well as the entire staff of the Committee we
are bebolden for much assistance and extremely useful collaboration.



CHAPTER 1I
HISTORICAL BACKGROUND

Rural Credit Survey Commiltee’s Recommendations—The genesis of
the National Cooperative Development Corpoation is to be traced to
the Report of the All India Rural Credit Survey Committee (1954)-
The Report not only advocated, but formulated in_great detail, an
integrated approach to cooperative development— including: credit,
processing and storage—in the rural sector. On how ill developed in
the past cooperative credit and cooperative marketing were, the Commit-
tee observed*: '

“Today the agricultural credit that is supplied, falls short of
the right quantity, is not of the right' type, - does not serve the
right purpose, and, by the criterian of need (not over looking the
criterion of creditworthiness), often fails te go to the right peo-
ple.... Somewhere near g per cent of the total requirement is met
by cooperatives, ' and a like proportion by Governments.... The
small fraction' of credit supplied by cooperatives tends to follow
ownership of land; it could be related to produce, if produce were
channelled through cooperatives; but cooperative marketing is
weak, undeveloped and in quantitative terms insignificant. Co-
operative credit is more developed, but, even so, much the larger
part of the cultivating population is still outside its ambit.”

The problem of future policy was summed up by the Committee in
the following words : “Cooperation has failed, but Cooperation must
succeed.” The Committee diagnosed the deeper causes for the failure
of cooperatives as fluwing from the internal weaknesses of the rural
economy inherent in the socio-economic structure in the villages and
also the powerful influences of the urban oriented trade and banking
which ignored the interest of the rural producer, particularly the small
cultivator.

2.2 Integrated Scheme.—The Committee, therefore, emphasised that
the problem of cooperative credit should be considered within the over-
all setting of the rural economy where the small cultivator is rendered
powerless against the combination of trade and the banking system.
In this context, the problem, according to the Committee, was not
of rural minded credit alone, but a rural minded credit in conjunc-
tion with rural minded development of agriculture, and rural minded
organisation of marketing, processing etc. The Committee observedt

*Page 372 of the General cho.::t.
tPage 377 ofthe General Report.
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1_:h.a.t- “an effective programme is possible only if the State at one end
Joins with cooperatives at the other in an effort to bring about the ru-
ral mindedness that is needed”. The basic principles of what is known
as Integrated Scheme of Rural Credit are : Firstly, the State should
participate in the share capital of various types of cooperatives at
different levels to provide the initial momentum and strength to coopera-
tives. Secondly, credit alone is not an ‘open sesame’, but an import-
ant instrument of develorment which should be an integral part of an
overall programme of marketing, processing and other allied econo-
mic activities. In other words, marketing, processing 'and other eco-
nomic activities should be developed in the cooperative sector both
for providing' the cultivatur with a better.return for his produce and
also to facilitate recovery of loans.disbursed by credit societies and,
thus, provide support to the expanding volume of cooperative credit
for agricultural production. Thirdly, the operational efficiency of the
cooperatives shou'd be impioved by appointing adequately trained and
efficient personnel responsive to the needs of the rural people. For
providing support to. cooperatives, the Committee “also recommended
the need for state association with a defined sector of commercial bank-
ing and for state initiative and state participation in the creation of suit-
‘able institutional means for the promotion of storage and warchous-
ing on an all-India basis. (Tbe State Bank of India‘and its subsidiaries,
the Central Warehousing Corporation and- the State Warehousing Cor-
_porations thus eventually came into existence.} For implementing the
integrated system of rural credit, the Committee suggested ‘division
.of responsibility, af the all-India. level, between the Reserve Bank of
India on the one hand for cooperative credit programmes and the Go-
vernment of India on the other, for marketing, processing, storage and
other economic activities. The Government of India was to establish
a statutory organisation called the National Cooperative Develop-
ment and Warehousing Board for planning and promotion of various
programmes relating to cooperative marketing, processing, distribus
tinn of inputs and.also warehousing.

‘ 2.3 Funds for Integrated Scheme.~Tn facilitate effective implementa-
tion of the integrated scheme, the Rural Credit Survey Committee
recommended certain_ special financial arrangements. It suggested
the institution of the follewing natioral Funds : .
(i) Under_the Reserve Bank of India . ,
" {a) The National Agricultural Credit’ (Long Term Opera-
tions) Fund. - S
(b) The Natignal Agricultural Credit (Stabilisation) Fuud.
(ii} Under the Ministiy of Food & Agriculture :
* The National Agricultural Credit’ (Relief and Guarantee) Fund.
(iii) Under the National Cooperative Development and Ware-
housing Boaid : ,
(a) The National Cooperative Development Fund.

(b) .The National Warehousing Development Fund.-
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‘2.4 The Committee recommended that for five years, after which
‘the position should' be reviewed, the Reserve Bank and the Go-
vernment of India should make to the Funds with which they are res-
pectively coricerned, annual allotment of not less than the following
amounts :

‘(a) Rs. 5 crores by the Reserve Bank, to the National Agricul-
tural Credit (Long Term Operations) Fund;

{b) Rs. 1 crore by the Reserve Bank to the National Agricultural
- Credit (Stabilisation) Fund; .

(c) Rs. 1 crore by the Government of India to the National Agri-
»cultural Credit (Relief and Guarantee) Fund urder the Mi-
nistry of Food & Agriculture; ' :

(d) Rs. 5 crores by the Government of India, to be divided bet-
ween ' . '

~ (i) The National Goopcratiw:: Dcvelopmént Fund, and
(ii) ,The National Warehcusing Development Fund. .

Further, the Government of India, should make an initial non-recur-
ring contribution of Rs. 5 crores to the National Warehousing Deve-
lopment Fund, and the Reserve Bank, Rs. 5 crores tn the National
- Agricultural. Credit (Long Term Operations) Fund. ,

2,5 Instruments of Development.—Regarding the agencies to be uti-
lised for reorganisation and development,, the Rural Credit Survey
“Committee envisaged that, besides the State Governments which would
be directly responsible for the implementation of the programmes of
cooperative development in their respective areas, the Reserve Bank
of fnc_lip,_'_thc Ministry of Focd and_ Agriculture, the State Bank of
India and the Central Committee for Cooperative Training should
_be actively associated with the integrated scheme.

2.6 Role of the Reserve Bank and the Central Govérnmeni—The two
main lines of development basic to the integrated schemes suggested
by the Rural Credit Supvey Committee, thus, were the extension of
cooperative credit and the extension of cooperative ecénomic activi-
ties. The Committee recommended that these two lines of activities
should, in point of responsibility at the all-India level of planning,
coordination and finance be divided between ‘the Reserve Bank of
India on the one hand and the Government of India in the Ministry
of Food and Agriculture on the other. The Committee observed® :

“It seems to us obvious that the Reserve Bank should take upon
itself the task of further extension of cooperative credit on the li-
nes on which it has already been proceeding in the last few years
and that the Central Government should assume responsibility
for” the coordinated progress of the important items of ware-
housing and distribution (including, but going beyond, the coop-

*Page 419 of the General Repbrt of the Rural Credit Survey Committee.
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erative sector in régard to these two) and of other econemic acti-
vities in rural area, such as processing and marketing (in the co-
operative sector alone so far as these are concerned). In this man-
ner, the State, through two of its most powerful instruments will
have set in motion those forces of real significance for the rural
economy which alone, we believe, can effectively summon the
enthusiasm of the cultivator and marshal his awakened effort for
the economic development of rural India.”

The Government of India were to establish the N. C. D. & W. Board
and all-India Warehousing Corporation by a Statute and, as already
stated, set apart an annual sum of not less than Rs. 5 crores to be di-
vided between the National Cooperative Development Fund and the
National Warehousing Development Fund, besides making an ini-
tial non-recurring allotment of Rs. 5 crores to the National Warehou-
sing Development Fund.

2.y Concept of the N.C.D. & W. Board—The main functions en-
visaged for the N.C.D. & W. Board were as follows : )

(a) The planning and coordinatien (and the financing in part)
of a country-wide plan for the development, at and above
the rural base of state-cum-cooperative economic activity.
The plan would itself consist of individual programmes for
different states which will be drawn up in conjunction with
the Governments of those States. The State Governments
would be respensible for the fulfilment of the programmes,

* through their cooperative departments and institutions. The
responsibilities of the Board will be confined to planning and

Tinitiating action, coordinating it and, to the extent neces-
sary, financing it, and otherwise supporting it. The deve-
lopment to be thus promoted would be particularly in res-
pect of cooperative processing and cooperative marketing;
but all other cooperative activities of an economic character
whether directly related to production or important as stages
leading to or following production, were also to fall within
the ambit of the functions of the Board.

(b) The second function of the Board was to be related to the
planning, coordination and implementation of a country-
wide programme for the development of storage and ware-
housing of agricultural commndities and also country-wide
organisation of a distributive machinery for reaching out to
the agriculturists the basic goods he needs as producer and
consumer. The Board was to discharge this function through
the all-India Warehousing Corporatior, State Warehous-
ing Companies and approptiate cooperative organisations.
The all-India Warehousing Corporation was to function un-
der the general direction of the Board and in conformity
with its plans and policies.



10

2.8 Agricultural Produce (Development and Warehousing) Corporations
Act '1956.—~The Government of India, the State Governments, the
Reserve Bank and the cooperative leadership, accepted the basic ap-
proach, suggested and the major recommendations made’ by the Rurat
Credit Survey Committee. In pursuance of the Committee’s recom-
mendations, the Government of India acquired a major interest in
the then Imperial Bank of India (now the State Bank of India). The
Reserve Bank of India Act was amended to enable the Reserve Banl
to provide a wider and fuller support t the cooperative credit struc-
ture in the country. To give effect to the recommendations of the Com-
mittee relating t> promotion ot economic activities for processing;
storage and marketing of agricultural produce in the cooperative sec-
tor and distribution ;of inputs, and warechousing of agricultural produ-
ce, a Central Act called the Agricultyral Produce (Development and
Warehousing) Corporation Act, 1956, was enacted. This Act pro-
vided for the establishment of the National Cooperative Development
and Warehrusing Board which was to be a policy making, promo-
tional and financing body. The Board was to be financed by the Cen-
tral Government. The Act also provided for the setting up of a Cen-
tral Warehousing Corporation to implement the warehousing program-
me laid down by the Board. Further, provision was made in the
Act empowering every State Government to establish state warehous-
ing corporation on the lines of the Central Warehousing Corporation.

2.9 Functions of the N.C.D. & W. Board.—The National Coopera-
tive Development and Warchousing Board was established on the
1st September, 1956. In terms of Section g of the Agricultural Pro-
duce (Development and Warehousing) Corporation Act, 1956, “the
functions of the Board shall be to plan and promote programmes for
the production, processing, marketing, storage, warchousing, export
and import of agriculture produce through a cooperative society or a
Warehousing Corporation

In particﬂar and without prejudice to the generality of the fore-
going provision, the Board may :

(a) advance loans or grant subsidies ‘to the State Goveruments
for financing cooperative societies;

(b) provide funds to a State Government or a Warehousing Cor-
poration for financing cooperative societies for tbe purchase
of agricultural produce on behalf of the Central Govern-
ment; - |

(c) subscribe to ‘the share capital of the Central Warehousing
Corporation or advance loans or grant subsidies to that Cor-
poration or any State Warehousing Corporation; and

'(d) plan and promote programmes through cooperative socie-
‘ties for the supply of seeds, manures, fertilizers, agricultural
implements and other articles for the development of agri
cultural produce.” : -
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2.10 Central Warehousing Corporation—~The “Central Warehousing
Corporation’ was established on 2nd March, '1957 under Section 17
'of the Agricultural Produce (Development and’ Warehousing) Cor-
‘porations Act, 1956. The Corporation was to function as a business
organisation subject to such instructions on questions of policy as may
be given to it by the N.C.D.&W. Board. The Board had a predomi-
nant representation on the Board of Directors of the Central Ware-
housing Corporation; of the 15 members of the Board of Directors
of the Corporation, 9 were from the Board. The Vice-Chairman of
the Board was also the Chairman of the Board of Directors of the Cor-
poration. The N.C.D.&W. Board and the Central Warehousing Cor-
poration were thus closely inter-linked and the Board had a predomi-
nant role in the overall management of the Warehousing Corpora-
tion. '

2.11 Resources for the N.C.D.&W. Board—The recommendation
~ of the Rural Credit Survey Committee relating to the financing of the
N.C.D.&W. Board was broadly incorporated in the Agricultural Pro-
duce (Development and Warehousing) Corporations Act.  Under
Section 11 of the Act, the Central Government was required, after
due appropriation made by Parliament by law in this behalf, to pay
to the Board— ‘

“(a) a non-recurring grant of five crores of rupees and a 1ecurring
grant in each year of a sum of five crores of rupees during
the period of five years from the commencement of this Act:

" Provided that the Central Government moay increase or re-
duce the amount of such non-recurring grants or the annual
recurring grants in any year having regard to the actual re-
quirements of the Board;

(b) After the expiration of the said period-of 5 years, such sums
as the Central Government .may, from time to time, deem
necessary to.enable the Board to perform its functions under
this Act.”

2.12 The Board was required to maintain two separate Funds,
namely :

(a) the National Cooperative Development Fund; and
(b) the National Warehousing Development Fund.

Three-fifths of the annual recurring grants from the Central Govern-
ment was required to be credited to the National Cooperative Deve-
lopment Fund while the remaining two-fifths of the grants together
with the non-recurring grant was required to be credited to the Ware-
housing Development Fund. The Board could, with the approval
of the Central Government, make reappropriations between the two
funds. The National Cooperztive Development Fund was required
to be utilised for advancing loars and granting subsidies to the State
Governments, on such terms and conditions as the Board deemed fit,
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for the purposes of enabling State Governments to subscribe to the
share capital of cooperative societies or for otherwise financing coopera=
tive societies, The Warehousing Development Fund was required to
be applied for (a) subscribing to the share capital of the Central Ware-
housing Corporation, (b} for advancing loans to State Governments
on such terms and conditions as the Board deemed fit for the purpose
of enabling them to subscribe to the share capital of State Warehousing
Corporation; and (c) for advancing loans and granting subsidies to
a Warehousing Corporation or to a State Government for the purpose
of promoting warehousing and storage of agricultural preduce.

2.13 The N.C.D.&W. Board was set up on 1st September, 1956.
The Board was succeeded by the present National Cooperative Deve-
lopment Corporation on 14th March, 1963. The total amount made
available by the Central Government to the erstwhile N.C.D.&W,
Board and allocations made by the Board between the Couoperative
Development Fund and the National Warchousing Development Fund
were as follows :

( Rs. in crores)

*Year Total grant received Allocation of the
: grant between

Non-re- Recurring Total National National

curring Coop.  Ware-

Dev. housing
Fund Dev. Fund
1956-57 . . . . 2,00 0,50 2 .50 1.59 0.9!
1957-58 . . . . 0.40 0.64 1.04 0.43 0 .61
1958-59 . N . . e 0.85 0.85 0.53 0.32
1959-60 s e 0.40 5.95 6.35 3.71 2 .64
‘1660-61. . . . . 0.40 . 6.98 7.38 4.19 8.19
1961-62 . . . . 0.40 5.84 6.24 3.70 2.54
1962-63 Up to 13-3-6 .. o .6o 4.19 4.79 2.51 2 .28
TorAL - 4 .20 24..95 29,15 16 .66 12.49

+3.61* —g G1** .
20 .27 8.88

*Source : Apnual Reports of NCD & W Board.

**A sum of Rs. 3°612 crores was transferred from the National Warehousing De-
velopment Fund to the National Gooperative Development Fund during 1962-63.

Against an annual recurring grant of Rs. 5 crores envisaged, the an-
nual grant provided by the Central Government during the first three
years was less than Rs. 1 crore. In 1957-58 and 1958-59, the Cen-
tral Government directly sanctioned loans to State Governments to the
extent of about Rs. 400 lakhs, and provided to the Board the amount
required for granting subsidies to State Governments on the basis
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that it was the policy of the Central .Government that loans to State
‘Governments from out of Central Government funds should be made
only by that Government. This policy, however; was revised in 1959~
6o when .the amounts -required towards loan  assistance to State
Governments were also provided by the Central Government to'fthe
Board as grants:

2.14 Constitution and Administrative Arrangements,—The Rural Cre-
dit Survey ‘Committee conceived of the N.C.D.&W. Board as a high-
powered all-India statutory organisation with 14 members. The Union
Minister of Food and Agriculture was to be the Chairman of the Board
and Secretary to the Ministry, Vice-Chairman. Four representa-
tives of the Economic Ministries, the top executive incharge of rural
credit in the Reserve Bank of India, the Chairman of the Forward
Markets Commission, a representative of the State Bank of India,
one Economist, two cooperators and two other non-officials were to
be the other members of the Board. The Committee also recommend-
ed constitution of a Standing Committee for the Board which should
be “in a position to meet fairly often for formulation of subsidiary po-
licies, for taking executive and financial decisions, for reviewing and
supervising” the implementation of ‘policy and plans.” This Standing
Committee was to consist of five members with the Secretary of the
Food and Agriculture Ministry as the Chairman,

2.15 The Government of India broadly accepted the suggestions
of the Rural Credit Survey Committee. In terms of section 3 of the
Agriculturdl- Produce (Development and Warehousing)  Corpora-
tions Acti 1956, ' the Board was to consist of 22 members—i10’ repre-
sentatives of the Central Government to be nominated by that Gov-
ernment, the Chairman of the Forward Markets Commission, one
. representative each of the Reserve Bank of India and State Bank of

India and g non-officials to be nominated by the Central Government.
The Rules framed under the Act requited the Central Government
to nominate the Union Minister of Food and Agriculture, Secretary
and Joint Secretary in that Ministry and 7 representatives of the Mini-
stries of Finance, Production, Commerce and Planning Commission
as their repiesentatives on the N.C.D.&W. Board. The Rules also
empowered the Central Government to nominate the Chairman and
the Vice-Chairman of the Board. In exercise of these powers, the Cen-
tral Government notified the Union Minister of Food and Agiiculture
as the Chairman and the Secretary of that Ministry as the Vice-Chair-
man. The 1956 Act also provided for an Executive Committee of the
Corporation which was to consist of Vice-Chairman of the Board .as
the Chairman and six other members of the Board—the represen-
tative of the Reserve Bank of India and five other members of the Board—
to be nominated by the Central Government. The N.C.D.&W. Board

-was thus a_two-tier organisation consisting of a Board which was in the
nature of a General Body with 22 members and an Executive Com-
. mittee of ;7. =

2—2C. D. & C.j72
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2.16 Although the N.C.D.&W. Boaid was constituted as an all-
India high-powered body with a Union Cabinet Minister as its Chair,
man, there was hardly any administrativé set-up for servicing this or-
ganisation. As we explain in Chapter VI, for nearly six years frem
1057 to 1963, the chief executive of the Corporation was only an offi-
cer of the rank of Deputy Director who was assisted by a research offi-
cer and a few assistants. The Board was being serviced by the Union
Department of Cooperation which itself was not fully equipped. The
neglect to provide adequate staff was a serious constraint on the effi-
cient functioning of the organisation.

2,17 Amendment of the Agricultural Produce (Development and Ware-
housing)  Corporations Act, 1956.—When the N.C.D.&W. Board. was
established in 1956, and till the end of 1958, the work relating to co-
operation as also warchousing was handled by a single Ministry, that
is, the Ministry of Food and Agriculture. A separate Department of
Cooperation was set up in December, 1958, and this Department was
made a part of the then Ministry of Community Development, which
was re-designated as the Mhnistry of Community Development
and Cooperation. When the Department of Cooperation was creat-
ed, it was decided to allocate the business relating to the N.C.D.&W.
Board to that Department, and the business of the Central Warehou-
sing Corporation to the Department of Food in the Ministry of Food
nd Agriculture. Consequently, the administration of these two or-
‘anisations came to be vested in two different Ministries. It was, there-
ore, agreed that the Agricultural Produce (Development and Ware-
ousing) Corporations Act, 1956, should be amended so that the ad-
ninistration of these two bodies would vest in two different Ministries
mnd that the N.C.D.&W. Board should have no power of supervision
wer the Central Warehousing Corporation.

2.18 The National Cooperative Development Corporation Act, 1962.—
Fhe National Cooperative Development Corporation Act was pass-
'd in August, 1962 enabling the establishment of the present National
Jooperative Development Corporation. + The Warehousing Corpo-
-ation Act was passed in December 1962 enabling the setting up of an
independent Central Warehousing Corporation. The earljer Agricul-
tural Produce (Development and Warehousing) Corporations Act,
1956 was repealed. The present N.C.D.C. came into being on the
14th March, 1963 as a successor to the erstwhile N.C.D.&W. Board.
The salient features of the N.C.D.C. Act as distinct from the earlier -
Act of 1956 are briefly explained in the following paragraphs.

 2.19 Functions of the N.C.D.C.—The functions of the present Cor-
poration under .the National Cooperative Development Corporation
Act are more or less similar to those envisaged for the erstwhile N.C.D.
& W. Board under the~Act of 1956 excepting for the following major
differences : iy o -
(a) The erstwhile N.C.D.&W. Board had also' been responsible
: for warchousing of agricultural produce and had supervi-
sory control over the Central Warehousing Corporation.
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Reference to warehousing activities and Warehousing Cor-
poration was omitted in the N.C.D.C. Act.

{b) A provision was incorporated in the new Act enabling the
N.C.D.C. to advance funds to State Governments for em-
ployment of staff for implementing programmes of coopera-

~ tive development.

{c) The earlier Act had provided for planning and promotion
~ of. programmes for production, processing, marketing, sto-
rage, export and import of agricultural produce through co-
operative societies. The new Act extended these activities
to ‘notified commodities’ also, that is, commodities which
the Central Government might, by notification, declare to
be a notified commodity for the purposes of the Act in terms
- of entry g3 in List III in the Seventh Schedule to the Consti-
tution. Some of the important commodities which have been
declared as notified commodities by the Central Government
for the purposes of the N.C.D.C. Act are : fertilisers, in-
secticides agricultural machinery, lac, soaps, kerosene oil,
textiles, etc.

_2.20 Mode of financing of the N.C.D.C.—The N.C.D.C. Act intro-
duced a radical change in the mode of financing the Corporation. Un-
der section 11 of the Act of 1956, the Central Government was requi-
red to provide the entire assistance required by the erstwhile N.C.D.
& W. Board in the form of grants, even though the Board was expect-
ed to utilise the money for grant of assistance to State Governments
both by way of loans and grants. But, under section 12 of the new Act,
the N.C.D.C. receives Central assistance both by way of loans and
grants according to its requirements. The 1956 Act incorporated the
basic principles suggested by the Rural Credit Survey Committee that
this all India organisation should have funds of its own for develop-
ing different programmes under its purview, and alsa the freedom
to determine the terms and conditions governing its assistance to State
Governments for - different cooperative activities., The entire assi-
stance from the Government of India was to be in the nature of non-
lapsable grants so that this organisation could build up a revolving
fund of its own for promoting different programmes coming under
its purview. This basic principle was given up in the new N.C.D.C.
Act which provides- that the funds required by the Corporation for
giving subsidies to the State Governments should be given as subsidy,
while the funds required for giving loans should be given as loan. In
the absence of funds.of its own and (as we explain in subsequent Chap-
ters) with the tying-up of central assistance to specific schemes, the
N.C.D.C. has tended to become a pay office of the Central Government
for disbursing funds to the State Governments,

2.21 Comparison with the Reserve Bank.—It would be relevant, in
this context, to refer to the arrangements made at the national level
for development ‘of .cooperative credit in the country for which, as
recommended by the Rural Credit Survey Committee, the Reserve
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Bank of India is responsible. . Earlier, we referred to the two Funds—
National Agricultural Credit (Long Term Operations) Fund and ‘the
National Agricultural Credit (Stabilisation) Fund—to be set up by
the Reserve Bank of India.” The Reserve Bank of India Act was amend-
ed to provide for the constitution of these two Funds recommended
by the Rural Credit Survey Committee. In terms of Section 46(A)
of the Reserve Bank of India Act, the Bank was to contribute to the
Long Term Operations Fund an initial sum of Rs. 1o crores and such
further sums as it might determine every year, subject to the condi-
tion that the annual contribution during each of the five years commen-
cing from 1st July, 1955 was not to be less than Rs. 5 crores. Similar-
ly, Section 46(B) required the Bank to make an annual contribution
of not less than Rs. 1 crore to the Stabilisation Fund during the 5 years
commencing from July, 1955. The total amount to the credit cf the
Long Term Operations Fund of the Reserve Bank of India in July,
1970, was Rs, 172 crores and of the Stabilisation Fund, Rs. 37 cro-
res. These Funds, particularly the Long Term Operations Fund, has
enabled the Reserve Bank to provide substantial support to agricul-
tural cooperative credit programmes in the country and also influence
the policies and programmes of the cooperative credit structure. The
N.C.D.&W. Board and its successor organisation—the present N.C.
D.C.—which was to be a parallel organisation to, the Reserve Bank
in the field of cooperative marketing, processing, storage, etc,, could
not, in the absence of adequate resources at its command, exert the
necessary impact on the programmes coming under its purview.

2.22 The Central Government made available to the N.C.D.C.
a total amount of Rs. 74-27 crores from 14th’ March, 1963 to gist
March, 1971. Details of year-wise loans and grants sanctioned by the
Central Government to the N.C.D.C. are as follows : )

(Rs. in cfores) .

Year Amount received
‘ : from
Central Government

Loans Grant
1962-63 (14-3-63 to 31-3-63) . 1.90 - 0.98
1963-64 “ . . . . 8.34. g.13*
1964-65 . . . . . 2 .42 3.83*
1965-66 . . . . 5.00 4.35
1966-67 = . . . . . g.8c 4.60@
1967-68 - .o . 5.25 1.99
1968-69 . . .. . 4.47 1.63
196g-70 . . . . . . 5.51 . 1,50,
1970-71 . . . . . :. . 8.0 . 1,66
ToTAL . . ' . . 50.79 = 23.48

*Excludes grants of Rs, 16.44 lakhs 'received .during 1963-65, but later
converted as loan, “ .- .

@Includes Rs, 2.63 crores granted-ai lone auﬁng 1966-67 ‘and converted into
subsidy later,
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2.23 Cost "bof Administration.—The Central Government -are re-
quired under Section 12(a) of the N.C.D.C. Act to provide,: by way
of grant each year, such sum of money as is required by the Corpora-
tion for meeting its administrative expenses. In terms of this pro-
vision, the Central Government provided.the following subsidies to
the Corporation during the years 1964-68% S

.(Rs. in lakhs)

Year Actual Amount of
‘ expenditure grant
on adminis- from the
*“tration in- Central
curred by  Govern-

the Corpn. ment
f R -
1964-65 - -+« . 7.50 7.50
1965-66 . . . . . 9.47 7 .50
1966-69 . . . . . 11.08 7 .27
1967-68 Co. . . . 11.49 7.27

Although the administrative expenses of the Corporation rose
from Rs. 7-50 lakhs in 1964-65 to Rs. 11-49 lakhs in 1967-68 on
account of expansion of its activities in wvarious fields and also
owing to increases in the rates of dearness allowance admissible to
its employees, the Central Government limited the quantum of its
grant for this purpose to Rs. 7-27 lakhs only. The net accretion to
the Corporation as a result of this grant was only about Rs. g lakhs
in a year, after taking into account the income-tax liability. The Cor-~
poration has not claimed any assistance towards administrative exe
penses since 1968-6g. The present administrative expenses of the Cor-
poration are of the order of about Rs. 18 lakhs per annum.

2.24. Report of The Public Accounts Commitiee.~The Public Accounts
Committee (196g-70) (Fourth Lok Sabha) examined the working
of the N.C.D.C, In their Hundred and Sixth Report dated the 4th
-April, 1970 , the Committee made the following observations :

1-20 The National Cooperative Development Corporation
is a successor to the National Cooperative Development and Ware-
housing Board which was set up as a result of the recommenda-
tions of the All-India Rural Credit Survey Committee. At the
time the National Cooperative Development and Warehousing
Board was set up in 1956, the work relating to cooperation ‘“‘was

*Page 7 of the Annual cho}t of the NCDC 1968-69.
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bandled by 4 small division in the Ministry of Food and Agri-
culture”. As pointed out by the Expert Committee on ‘Fmaq-
cing of Cooperative Processing’, one of the considerations of the

- Rural Credit Survey Committee in recommending establish-
-ment of a statutory body with an independent fund of its own
“was to insulate the processing, marketing and .other coopera.
tive development programmes from the limitations of annual
budgetary allocations” as a prelude to their becoming “a non-
- departmental and non-Government activities”. This objective
has not been achieved and the National Cooperative Develop-
ment Corporation functions just like other Government Depart-
ments, the funds provided to it by Government being subject to
lapse, if not utilised, at the end of financial year. Besides, there
is now a full-fledged Department of Cooperation under Govern-
ment which came into existence in 1958, subsequently to the
formation of the Statutory Board. The Committee have reasons
to doubt whether the existence of an official organisation like the
Nationa] Cooperative Development Corporation in the coopera-
tive sphere, besides the Department of Cooperation is at all neces-
sary. Besides the existence of two official agencies will not certain-
ly be conducive to the ‘de-officialisation’ of the cooperative move-
ment.

1.21 The Committee would like Government to remit the fore-
going consideration for detailed expert study and come to a deci-
sion on the necessity for the continuance. of the National Coope-
rative Development Corporation. In any case, even if there is
justification for the organisation, the present system of channeli~
sing Central assistance to the State through the Corporation does
not appear to be necessary.”

The appointment of our Committee by the Government is in pursus
ance of the above suggestion of the Public Accounts Committee.



CHAPTER 1III
ASSESSMENT OF PERFORMANCE

Introductory.—We deal, in this Chapter, with our first term of re-
terence which requires us “to review the working of the National Co-
operative Development Corporation with a view to assessing to what
extent the objectives for which it was established have been achieved.”
As already pointed out, the N.C.D.C. was conceived as an all India
organisation to plan, promote, finance and coordinate certain econo-
mic programmes in the cooperative sector. Its activities were to be
directed mainly to the promotion of cooperative processing, storage
and marketing of agricultural produce and supply of agricultural in-
puts. An objective analysis of the performance of the Corporation
should take into account the dimensions of the overall growth of the
programmes with which it is concerned and the role played by it in
developing them, the areas of weakness of these programmes and the
initiative taken by it in removing them. It would also be necessary
in this connection te consider the inhabiting factors, if any, inherent
in the constitution and functioning of the N.C.D.C. which have pre-
vented it from playing a more effective role.

3.2 Basis for Analysis.—It is important to note that, under the
Constitution, ‘cooperative societies’ is a State subject and the imple-
mentation of various cooperative programmes including those coming
under the purview of the N.GID.C. is the responsibility of the State
Governments and the State Registrars of Cooperative Societies.
Further, the main beneficiaries of the activities of the N.C.D.C. are
the cooperative organisations themselves. We, therefore, issued que-
stionnaires to the Registrars, the State Governments, national coope-
rative federations, all state marketing federations and also state fede-
rations of cooperative sugar factories to ascertain their views on the
role of the N.C.D.C. To help us to assess the contribution of the Cor-
poration to the planning, promoting, financing and implementation
of different programmes and also of select individual projects, we
‘had case studies conducted in 8 States, as explained in Chapter I. We
also held detailed discussions with the Secretary of the N.C.D.C. who
gave us comprehensive noutes on various aspects of the working of the
Corporation. In formulating our views on the performance of the N.C. -
D.C., we have taken into consideration the replies received from the
State Governments, Registrars of Cooperative Societies, the coopera~
tive organisations, the reports of case studies and the material furnish-
ed by the Corporation. In recent years, the functioning of the N.C.D.C.
has also been reviewed by various committees, We have taken note
of the observations made by these committees.

19
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3.3 Role under the Charter—>section g of the N.C.D.C. Acl envi-
sages the following role for the. Corporation :—

(1) “the functions of the Corporation shall be to plan and pro-
mote programmes for the production, processing, market-
ing, storage, export and import of agricultural produce and
notified commodities through cooperative societies.

(2) In particular and without prejudice, to the generality of the
foregoing provision, the Corporation may-—

(a) advance loans or grant subsidies to State Governments
for financing cooperative societies and for employment
of stafl for implementing programmes of cooperative de-
velopment; '

(b) provide funds to State Governments for financing coope-
rative societies for the purchase of agricultural produce
and notified commodities on behalf of the Central Govern-
ment;

(c) plan and promote programmes through cooperative socie-
ties for the supply of seed, manures, fertilisers, agricultural
implements and other articles for the development of agri-
cultural produce.”

The term ‘agricultural produce’ has been defined in the Act as mean-
ing any of the following classes :— ' '

(i) foodstuffs, including edible oil seeds; '
- (i) cattle fodder, inclﬁding- oil cakes and other conc'entrateét;
(iii) raw cotton, whether ginned or unginned and cotton seed;
(iv) raw jute; and

(v) vegetable oils.

The term ‘notified commodity’ means any commodity (other
than agricultural produce) which the Central Government may, by
notification in the Official Gazette, declare to be a notified commodi-
ty for the purposes of this Act, being a commodity with respect to which
Parliament has power to make laws by virtue of entry 33 in List
III'in the Seventh Schedule to the Constitution. -

. 3.4 The N.G.D.C. Act is a piece of central legislation and it was
In accordance with the requirements of constitutional propriety that
the term ‘agricultural produce’ was restricted to entry 33 of the Con-
current List in the Seventh Schedule to the Constitution. In so far
as the Act also provides for the category of ‘notified’ ‘commodities,
the purpose served is that, when any commodity in respect of which
Parliament has power to make laws, is brought within the scope of
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» entry 33 of the Concurrent List, it is not again necessary for the Go-
vernment of India to go before the Parliament for including that item
for the purpose of the N.G.D.C. Act. One of the functions listed for
the N.C.D.C. is to plan and promote programmes for the production
of agricultural produce. This provision is on the same lines as Sec-
tion g of the earlier Act, that is, the Agricultural Produce {Develop-
ment and Warehousing) Corporations Act, 1956. Encouragement
of agricultural production on cooperative basis through cooperative
farming, minor irrigation, etc., was thought of by the Government
as an incidental and minor- activity so far as this organisation was con-
cerned. In fact, the Central Government themselves formulated a
pilot scheme for promotion of cooperative farming and, for its imple-
mentation, provided assistance directly to State Governments. Thus,
the basic responsibility entrusted to the N.C,D.C. is to promote plan-
ned development of marketing, processing and storage of agricultural
produce and distribution -of essential requirements of farmers through
cooperative societies and to this end, provide financial assistance for
these activities through State Governments by way of loans and subsi-
dies. We examine in the succeeding paragraphs how far the N.C.D.C.
has succeeded in discharging this basic responsibility.

3.5 To appreciate the record of progress of these programmes
we describe in Section I of this Chapter, the stage of development
of these programmes prior to the advent of the N.C.D.C, in 1963. In
Section II, we trace the trends and developments since 1961-62 and
examine, in greater detail, the contribution of the N.C.D.C. to these
programmes. The role of the N.C.D.C. in overall planning of pro-
grammes is briefly described in Section III. A reference to the inhe-
rent weaknesses of the N.C.D.C, is made in Section IV. The salient
features emerging from our case studies regarding the N.C.D.C.’s role
in the planning, promotion and implementation of different program-
mes, are indicated in Section V. The views of the various Commit-
tees which earlier examined the working of the N.C.D.C., and also
of the State Governments, Registrar of Cooperative Societies and co-
operative federations, as given in their replies to our questionnaires,
are referred to in Section VI, and our assessment of the N,C.D.C.
is given in Section VII. '

-+ SecTioN I—STAGE oF DEVELOPMENT BEFORE THE ADVENT OF THE
- N.C.D.C.

3.6 Cooperative Marketing.—Although. ‘cooperation’ was intro~
duced in India as early as in 1go4, the emphasis was, till recentlys
on the promotion of cooperative credit societies. The First Five Year
Plan set targets for the advances to cultivators by cooperative credit
gocieties; no definite programme was attempted for cooperative mar-
keting, processing and storage of agricultural produce or for distri-
pution of agricultwal inputs. However, certain isolated attempts
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were made for improving the marketing of agricultural producc. But
this activity mainly centred round supply of cane by. cooperatives to-
sugar factories in' Uttar Pradesh and Bihar. - A comprehensive review
of the cooperative movement in India was attempted by the Coopera-
tive Planning Committee set up by the Government of India in 1945.
Referring to the cooperative ‘marketing programme in Uttar Pradesh,.
this Committee observed*

“The greatest achievement in cooperative marketing- has, - how--
ever, been with regard tothe marketing of sugarcane. There were
86 central - cane societies (unions) and 1,117 societies. The work
of cane development societies now covers 17,325 villages. Over
8o per cent of the 16 crores maunds of sugar-cane used in sugar
factories is supplied by cooperative societies and unions,’ which
provide seed and manure, :make advances to their members for
cultivation expenses and assist in selling the produce to the fac--
tories. The Government have made it an offence for a factory
to purchase sugar-cane from a member of a society direct and
have fixed the rate of commission to' be realised from factories.
These Unions have also undertaken projects such as road deve--
lopment and the opening of seed stores. A Cooperative Deve--
lopment and Marketing Federation has been 1ecently organised.
to coordinate the activities of the various marketing unions.”

The Committee also pointed out that, in the then Bombay Province
*“there were 142 sale societies at the end of 1942-43 dealing in cotton,
fruit, vegetables, chillies, arecanut, paddy, etc. The total value of
sales effected by them during 1942-43 amounted to Rs. 281-50 lakhs.
In some areas, they acted as agents for purchase of foodgrains for the
Civil Supplies Department. Special mention should be made of the
cotton sale societies at Gadag and Hubli which sold cotton worth
Rs. 24 °39 lakhs during 1942-43 and of societies in the Surat District and
Broach Sub-Division which sold cotton wortb Rs. 35:64.lakbs and
cotton seeds worth Rs, 8-38 lakhs. The societies in Surat and Broach
supplied pure seeds to their members and pooled the produce, and
established ginning factories. They also organised themselves into a
sales umion for effecting sales in the Surat Market”, According to
the Committee , there were 181 primary marketing societies and 5 mar-
keting federations in the erstwhile Madras State in 1943-44. The value-
of goods handled by them was ‘of the order of Rs. g1 lakhs and Rs. 55
lakhs respectively. These primary societies and federations were also-
reported to have been recognised as agents for purchase of paddy and.
rice by the Government. The provincial cooperative marketing socie--

ty in Madras then was concerned mainly with distribution of con--
sumer goods.** : : ' '

*Page 62 of the Report of the Cooperative Planning Committee.
**Pages 61—862 of the Report of the Cooperative Planning Committee.
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3.7 The Report of the All India Rural Credit Survey Committee
(19?4i)1 described the performance of cooperative marketing societies
as follows : '

A few—very few—fairly successful cooperative marketing ‘societies
there do exist in India; some of these may be significant pointers to
the lines on which future progress is possible; but, as a present
contribution ‘towards bringing about a system in which mar-
keting 'is by the cultivator and for the cultivator; the part
which they occupy in the total picture is wholly insignificant. All the
cooperativé ‘marketing societies of India put together still fail to

. catch one’s attention as anything important, lacking in this res-
pect even that purely numerical impressiveness which, on paper,

. credit societies manage to maishall between themselves. The
few fairly successful ones:occur here and thére in Bombay, Gujarat,
Bombay Karnatak and Uttar Pradesh. The total number of
all types of marketing societies registered is roughly over 10,000
of which those in Uttar Pradesh, Bihar, Madras and Bombay
constitute about g6 per cent. There were 21 State cooperative
marketing societies, 1,885 marketing unions and more than 8,000
primary societies in 1951-52. There is little by way of effective
coordination of function between the primary credit and market-
ing societies. Very often, the credit society, when advancing loans
to cultivators, does not stipulate that the produce should be sold
through the marketing society, if one exsts in the village. The
financial position of the marketing societies at the district level
is, in the’ majority of cases, poor. Lack of godowns aof their own
is one of the disadvantages which curtail their ability to compete
with the trader. It follows that little is, or can be, attempted bz
“way of pooling, grading and processing of the members’ produce.”

: 3.8 The Reserve -Bank of India’s Review of the Cooperative

Movement in India for the years 1954-56 gives the following overall pi-

cture** of the cooperative marketing structure in the country in 1955-56:
: ' : ' (Rs. in lakhs)

State Market-  Primary
Market- ing Uni- Market-
ing So- onsf{kedns. ing So-
cieties cieties

(i) No. of socs. 19 2,354 9,778

(ii; Membership dn"’ooo) ]

{a) Individuals . . . 4 1,803 1,014

(b) Societies . . .. . 8.5 * 45 6
(iii) Paid up capital . . . 28 220 206
tiv) Value of goods - .

(a) Distributed . . . . e 8.34 4,566 747

(b) Wlarketed . . . . . 17 268 1,631

Toral of (iv) 8.51 4,834 2,378

- #Pages -106-107-of Rural Gredit Survey Committee’s General Report.
#*Page 82 of RBI's Review of the Cooperative Movement in India, 1954-—56.
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-+~ The marketing operations' of state marketing societies' in 1955~
56 were practically negligible. Of the 2354 marketing unions/fede-
rations, 2153 were located in U. P. comprising mainly of block de-
velopment and marketing unions whose chief aim was to distribute
cloth. and kerosene oil, - besides running seed stores. The total value
of sales of goods effected by the marketing unions/federations was
Rs. 4834 crores; of this, U.P. alone then accounted for Rs. 38+32 crores
including Rs. 33-80 crores of cane supplied by cane; unions to sugar
factories. Of the g778 marketing societies, . 7760 were in Bihar, most
of which were cane growers’ societies. The Review notes that there
was some progress in the marketing of agricultural produce by mar~
keting societies in the erstwhile Andhra, Bombay, Madras and Pun-
jab States. However, the general position was that the cooperative
marketing structure was non-existent in many mandi centres. Fur-
ther, there was hardly any link between cooperative credit-and mar-
keting societies; only 3-5% of the primary credit societies were even
affiliated to primary marketing societies.

3.9 Processing.—While both progress and effort were thus inade
quate in respect of cooperative marketing, cooperative processing
of agricultural produce received still scantier attention. The Coopera-
tive Planning Committee which set financial and physical targets for
various cooperative programmes did not attempt to set any target
for processing societies as no data was available with the Committee
for estimating the requirements of finance and personnel. The only
commodity in which there was some significant development of coopera-
tive processing prior to 1955-56 was cotton. :But this activity was con-
fined to a few areas such as Dharwar, Surat and Broach.. The Rural
Credit Survey Committee made the following reference to this deve-
lopment : ‘“In Gujarat, the societies themselves own 14 ginning and
Ppressing factories; they pool the cotton of their members, gin and press
it and sell it on behalf of all the members. In Karnatak, the cotton
is sold in individual lots. The societies in Gujarat, of which the one
at Surat is the best known, are estimated to have ginned over 6 lakh
Bengal maunds of cotton in the year 1951-52.7°%

3.10 In the sugar industry, to which we shall refer in detail later
in this Chapter, some attempts were made between 1933 and 1935
to start cooperative sugar factories. Three cooperative sugar factories
in Andhra Pradesh and one in U. P. were set up of which only the cne
at Etikoppaka in Andhra Pradesh has suivived. But this was more
in the nature of an isolated experiment than an effective starting point
for the expansion of the cooperative sector in the sugar industry. It
was the success attending the Pravara Cooperatives Sugar Factory
-established in Maharashtra in 1950-51 which led the way to a large
Pprogramme of cooperative sugar factories in the country.

*Page 108 of Rural Credit Survey Committee’s General Report.
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3.11 Storage.—There was ‘practically no programme of coopera-
tive godowns till 1955-56. An .enquiry conducted by the Reserve Bank
in 1952 brought out that ““cooperatively-owned godowns are very few

and most of them were reported to be only make-shift structures, hard-
ly fit for conversion into warehouses’.*

'g.12 The -above brief historical background of the cooperative
programme with, which the N.C.D.C. 1s concerned points to the follow-
ing facts : Many States did not even have a structure of marketing
societies which covered all important mandi centres; the overall ope-
rations of cooperative marketing societies was un-impressive; the mar-
keting operations of these cooperatives were mainly confined to sup-
ply of sugarcané to sugar factories; there was no organic link between
cooperative marketing and cooperative credit; the financial resour-
ces of the societies were feeble; excepting for cotton ginning and pres-
sing in Gujarat and Mysore, there was practically no modern proces-
sing industry in the cooperative sector; and cooperatively owned pu-
cca godowns to facilitate marketing of agricultural produce and dis-
tribution of inputs and other requisites were practically non-existent.
In evaluating the role of the N.C.D.C. or the performance of the vari-
ous programmes with which the Corporation is concerned, it is import-
ant to keep this background 'in view.

3.13 Second Plan.—As mentioned in Chapter II, a significant
feature of the scheme of reorganisation proposed by the Rural Credit
Survey Commuttee was that credit and non-credit cooperatives should
be linked with one another so that the farmer could be provided with
credit for seeds, manures and farm machinery and also helped to mar-
ket his produce after processing it. To provide the requisite initial

. strength and-to create a proper climate for the growth of marketing
“and processing cooperatives, the ‘integrated scheme’ suggested by the
Rural Credit Survey Committee envisaged state partnership in the
share capital of these societies and active state support to them in terms
of policy and organisation. The recommendation of the Rural Credit
Survey Committee formed the basis of formulation of a comprehensive
cooperative programme in the Second Five Year Plan. Besides setting
a target of organisation of 1800 primary marketing societies, the Se-
cond Five Year Plan also made provision, for the first time, for deve-
loping cooperative processing on a substantial scale, especially for
manufacturing sugar, ginning cotton, crushing oil and baling jute.
A large number of godowns were also programmed to be constructed
by the cooperatives in the Second Five Year Plan—1500 godowns by
marketing societies and 4000 by credit societies. Thus, the programme

of cooperative marketing, processing and storage can be'said to hav
begun- effectively only in 1955-56. '

*Page 9o of the RBI's Review of the Cooperative Movement in India, 19 54r-56'.
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Secrion II—~DEevELOPMENT SINCE 1961-62 aAND NCDC’s-
: CONTRIBUTION

3.14 Ouverall Trends—The following table indicating the broad
trends and magnitude of development of various programmes provides
a refreshing contrast to the situation we described earlier as obtaining
before 1956:—

1955-56  1961-62  1968-6g9  1969-70
(Provisio-
nal)

1. Value of agricultural produce 53.00 . 174.70 588.50 599 .00
“marketed by cooperatives .
(Rs. crores).

2. Valuz of fertilisers distributed N A, 32.30 200,80 232.49
by cooperatives (Rs. crores) ° -

3. Value of seeds and inputs N.A. 7.74 30.10 32 .81
distributed by cooperatives
(Rs. crores),

4, Value of consumer goods dis- N.A, 25.00 222.70 225.69
ttibuted in rural areas by -
cooperatives (Rs. crores).

5. No. of cooperative sugar fac- 3 34 62. 70
* tories in production. 7 '

6. No. of cooperative processing N.A 561 1596 1617
anits - organised/assisted
(Cumulative). .

7. Storage capacityavailablewith N.A. ‘7 5 - 25.8 27,0
cooperatives.  {Cumulative) '
" (lakh tonnes)

3.15 The record of growth of activity is indeed striking. There
are, however, dark patches in these programmes to which we shall
.refer later. Before 'taking up asectoral analysis of these programmes,
_we would emphasise that the responsibility for implementing the
schemes in respect of cooperative marketing, processing, etc. pri-
marily vests in the State Governments. It would, therefore, .not be
correct, to impute the progress or .the lack of .it, wholly to the
NGCDC. The basic role of the NCDC is promotional which involves
- planning and coordimation and- initiating action for the expansion
.of the various programmes. To support its promotional responsibi-
lity, it  has also the financial.role of assisting these cooperative
activities through the State Governments., The promotional and
the financing role of the NCDC needs, therefore, to be examined

“while considering the performance of various programmes sector-wise.

»
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3.16 Cooperating Marketing.—Cooperative Marketing represents
institutional airangements for the marketing of agricultural produce
. to the advantage of the farmers by their own

Major aspects Organisation. It also provides a built-in mechanism

of the within the cooperative sector to facilitate recovery
Programme.  of the growing volume of credit extended to

: farmers by cooperative institutions, The major

aspects that are, therefore, relevant to the assessment of the cooperative
‘marketing activity and the NCDC’s contribution to it are : building
up and streamlining of the structural arrangements; planning of divers
sification and expansion of operations; operational efficiency; financial
and administrative arrangements; and link "with cooperative credit.

3.17 Structural Arrangements.—The State marketing society has
State Marketing 20 €xtremely important role to play. *The rural
mtéieocim:;'ea. Credit Survey Committee made the following obser-
vations on the State Marketing socteties and the

aines on wnich they should be developed :(—

“State cooperative marketing societies should be set up in the
several States. Such societies would form the apex of a federal
cooperative . marketing structure. Where they now exist, state
marketing societies are usually weak and ineffectual; they
have little organic connexion with the corresponding institutions
(if any) below; they , therefore, tend to operate as isolated
units along a few unimportant and uncoordinated lines which
they find easiest, or for which they develop a predilection un-
related to priority; and, in many cases, they are little more
than small profit making agencies for the distribution of certain
commodities, The re-organisation of existing state cooperative
marketing societies in a ‘suitable manner in certain States
is just as necessary as the establishment of new ones at the
appropriate stage in other - States..

Further, in the State Cooperative marketing societies to be
newly established, no individual should be admitted as a mémber;
in other words, the society should function as a pure federation

of cooperative marketing societies at the district and primary
levels,”

3.18 All States excepting Nagaland, and some of the Union
“Territories have now state marketing societies. Besides 21 state
marketing societies, there are 4 functional state federations for
specialised commodities like cotton and fruit and vegetables. The
membership of these societies consists of 5642 cooperatives including
marketing and other cooperatives and 504 individual members.
Of the 25 state federations, there are no individual members in
20 federations. State federations have thus emerged mainly as
federal organisations. :

*Page 442 of Rural Credit Survey Committee’s General Report. .
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n  3.19 As we indicated earhcr, many .. mandi centres 'in several
‘States were not covered by primary marketmg societies. 3342 primary
Primary Marketing Marketing societies—2835 multicommodity and
Societies.. -~ 507 single commodity ‘marketing societies—that
‘have been set up as on goth June, 1969 cover
all the important mandi centres in.the country. The:NCDC has been
pursuing with the State Governments the need to ensure that all the
mandis in the States are covered by primary - marketing  societies.
In fact, in 1965, the NCDG -specifically drew the attention of the
State chlstrars to the number of wholesale assembling markets in
their States and also the number of cooperative marketing societies
- in each state, and suggested to them to ensure that all the important
assembling markets are covered by primary marketing societies.
Besides, there are 163 central societies functioning at district or regional
level, of which 15 are single commodity marketing societies . for cotton,
fiuit and vegetables, coconut, tobacco, etc. Of these 163, 123 are in
Andhra Pradesh, Gujarat, Maharashtra and Uttar Pradesh. Following
the recommendations of the Dantwala Committee (1966) on: ‘Co-
operative Marketing’ appointed by the Government of India, the
policy now is to develop only a two-tire cooperative marketing structure
in_each state, consisting of primary cooperative marketing societies
affiliated to the State cooperative marketing society.

3.20 Another development is the organisation of a National
Agricultural Cooperative Marketing Federation in 1958-to facilitate
: and coordinate the activities of the State marketing
National Federation societies in ‘the country. All the state cooperative

marketing societies are. members of this National
Federatlon The cooperative marketing structure 1s, thus, now complete
consisting of a national federation, 25 state marketing societies, 3342
primary marketing and also 163 district/regional societies. The market-
ing of agricultural produce in the conoperative sector is undertaken
by cooperative marketing societies as also by agricultural processing
societies like cooperative cotton gins, sugar factories, and also in some
cases, by primary credit societies. - ,

3.21 Marketi‘ng Operations—The following table indicates™ the
continuous expansion of marketing act1V1t1es by various types of

cooperatives :—
(Rs. in crores)

Marketing Societies " 1g61-62  1965-66 1968-69
Primary . . . . . . . 30, 44 213
Nat:onal[Statc[Central . .. . . 7 30 G4
Sugarcane supply socicties . . . . 61 go 120
Goopcrauve sugar factories ., e . 22 57 107
Cotton ginning and pressing Soc;eues £ 13 19 . 37
Other processing socicties - ey . 2 V4 5
Primary agriculfura creditl societies . . 10 16 12

~r

To”;e . 175 T 860 = 588

i




29

The crop-wise performance of cooperatives is as follows <

’

(Rs. in crores)

- Foodgrains Sugarcane Other  Total

crops

/
1961-62 . . . o . 32 83 6o 175
1965-66 . ‘ . . . . . 137 147 26 360
1g68-6g . . . . . 221 - 227 140 588

3.22 Inter-State and Export Trade—An integrated system of co-
operative marketing calls for sale of produce on favourable terms in
terminal markets which may be situated in States other than those
in which the produce is grown. This necessitates the entry of co-
operatives into inter-state trade. The value of inter-state business
handled by cooperatives was only Rs. 1 -02 crores in 1962-63; in 1968-69,
it was about Rs. 56-85 crores. Cooperatives have also entered the
export field. The total export of agricultural produce made by
cooperatives in 1963-64 was only Rs. 60 lakhs, which has been stepped
up to Rs. 4-65 crores in 1968-69. The National Agricutlural Cooperative
Marketing Federation (NAFED), some of the state federations in
Gujarat and Maharashtra and a few specialised commodity processing=~
cum-marketing societies participated in exports. In 1969-70, NAFED
alone exported agricultural produce worth Rs. 5-63 crores.

3.2 Linking of credit with Marketing.—To sustain the tempo of
expansion of loan operations of primary agricultural credit societies
for supporting agricultural production programmes,a builtin airange-
ment for recovery of loans through marketing and processing societies
becomes indispensable. In 1955-56, only 6ooo primary credit societies
representing 3-5% of the then total number were affiliated to co-
operative marketing societies. There was, thus, not even an organic
link between marketing and credit cooperatives. In 1968-6g, 1-49
lakh credit societies or nearly 899 of the total number of credit socie-
ties in the country, were affiliated to primary marketing societies.
Besides marketing societies, processing cooperatives also, particularly
sugar factories and cotton gins and presses, are recovering the dues
of cooperative credit societies from the sale proceeds of their members.
In 1955-56, in the absence of even an organic link between the co-
operative credit and marketing structure, recovery of credit societies’
loans effected by the marketing and processing societies was negligible.
In 1962-63, such recoveries amounted to Rs. 10-37 crores which
accounted for 4-99, of the total recoveries of the credit socicties
during that year. In 1968-69, according to the estimates of the NCDC,
Rs. 86 crores or nearly 209, of the total recoveries made by credit
societies, were - effected through marketing of agricultural produce
of the members.. According to the Reserve Bank of India statistics for
1968-69, the total credit recovered by cooperative marketing and

3 2CD.&0.[72
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processing societies was Rs. 33-9 crores. Another sum of Rs. 4480
crores was shown under primary agricultural credit societies as “‘credit
recovered through sale of agricultural produce”, while the total value
of agricultural produce = directly sold by primary credit societies was
only Rs. 15-10 crores. There seems to be some duplication in the
above figures. However, even if the amount of credit recovered by
marketing and processing societies alone is reckoned, it represents
about 89 of the total credit recovered.

3.24 Salient features of overall growth.—The above description traces
the broad contours of development of cooperative marketing in
recent years. The salient features of this development are as follows:—
the frame work of institutional structure for cooperative marketing
of agricultural produce at all important mandi centres in the country

has been completed. The super-structure of state-and national level
federations has also been built. The value of agricultural produce
marketed by cooperatives has recorded a substantial increase from
Rs. 53 crores in 1955-56 and Rs. 175 crores in 1961-62 to nearly Rs.
600 crores in 1969-70. There has been a significant diversification
in the marketing operations of cooperatives, which are now playing
an increasingly important role in the marketing of foodgrains. The
value of foodgrains handled by them rose from Rs. 32 crores in 1961-62
to Rs. 221 crores in 1968-6g. Finally, a growing awareness has emerged
of the need to establish an organic and functional link between cooperative
credit socicties on the one band and cooperative marketing and
processing societies on the other.

'3.25 While the overall development is encouraging, a closer
look at the various aspects of the functioning of the cooperative mar-
keting structure reveals quite a few lacunae. These areas of weakness
could broadly be classified as structural, operational, administrative
and financial.

3.26 Uneven development.—The following  table illustrates the
structural weakness of the coogerative marketing societies in the
country as on goth June, 1969* :

Total  Socs. not Socs. which handled marketing business
No. of engagedin
Socs.  marketing Less than Between Between Over
Rs. 1 lakn Rs. 1 lakh Rs.5lakhs Rs. 10
and Rs. 5 & Rs. 10 lakhs

- : lakhs lakhs

Central . 163 53 14 29 18 49
Primary . 8342 1096 699 614 851 582
3505 1149 713 643 369 - 631

*Page (ii) of the RBI’s Statistical Statement relating to the year 1068-6g.
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It may be observed that nearly 33% of the societies did not do any
marketing business, and another 20% of the societies did marketing
business of less than Rs. 1 Jakh each. Statements indicating the value
of agricultural produce marketed by ‘cooperatives in each State
during 1968-6g9 and the value of produce marketed by state, central
and primary marketing societies are given at Annexure VII and VIII.

3.27 Of the total value of Rs. 588 crores of agricultural produce
handled by cooperatives, 75% was accounted for by the four States
of Maharashtra, Punjab, Gujarat and U. P.. The primary marketing
societies handled agricultural produce of the order of Rs. 240 crores;
of this, Rs. 100 crores were accounted for by Maharashtra and Punjab
alone. Similarly, the marketing operations of Punjab and Maha-
rashtra represented nearly 829, of the operations of all the states market-
ing societies in the country.

3.28 Role of State Policp—When dealing with the question of
operations of marketing societies, note has to be taken of the important
element of protection and support extended by the State. The progress
of the cooperatives in the foodgrains trade and supply of sugarcane
of sugar factories are examples in point. It is obvious that one of the
criteria of development must be the degree of effort made to achieve
greater self-reliance. This is important if for no other reason than
that it is hardly likely that cooperatives will continue to enjoy inde-
finitely as favoured a position as in the instances quoted. Indeed,
as is now well-known; Government have recently adopted 2 multi-
institutional approach in respect of agricultural credit, distribution of
fertilisers and certain other sectors. Nevertheless, it seems clear that
the State is interested in ensuring that the cooperatives continue to have
as ample an opportunity as possible. Thus, the Fourth Plan says* :

“The aim will be to ensure that the services which the farmer
requires are institutionalised to the greatest extent possible. In the
process of such institutionalisation, which willbeto a set pattern,
the cooperative form of organisation will bave ample opportu-
nities not only to expand but also to establish itself as viable

and efficient.”

3.29 It is important to relate Government’s policy towards
cooperatives to the overall planning and the social objectives informing
such planning. The Third Five Year Plan defines the role of co-
operatives in our planned economy in the following termst :

“In a planned economy pledged to the values of socialism and
democracy, cooperation should become progressively the princi-
pal basis of organisation in many brancbes of economic life,
notably in agriculture and minor irrigation, small industries
and processing, marketing, distribution, supplies, rural electri-
fication, housing and construction and provision of essential
amenities for local communities”. :

*Page 216 of the Fourth Five Year Plan.
+Page 200 of the Third Five Year Plan.
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In a planned economy with a growing emphasis on social control
over many important branches of economic activity, the realm of
Government policy has an overwhelming influence on the activities
of cooperatives. To quote® Sheila Gorst :

“It is perhaps no exaggeration to say that it is, in the present
economic circumstances, practically impossible for a2 country
to develop a strong movement unless whatever statutory
regulations aie in force governing the sale of main crops are
favourable to cooperative development”,

3.30 Recent years have witnessed the emergence of many puplic
sector organisations like the Food Corporation, the Cotton Corpo-
ration, the Jute Corporation, etc., with a view to protecting the interests
of the producer as also of the consumer. Referring to the relations
to be developed between the Food Corporation and the cooperatives,
the Foodgrains Policy Committee (1966) appointed by the Govern-
ment of India made the following observationst: '

“In those States where cooperative societies act as monopoly
procurement agents, the Food Corporation should work through
the agency of cooperative societies. For this purpose, close liaison
between the Food Corporation and the cooperative societies
should be developed. The Food Cotporation can help the co-
operatives in procurement operations by providing facilities
of finance, storage etc.”

“Even stronger than its link with private trade should be that
with the Food Corporation establishes with marketing and other
cooperatives in different States. It scould appoint the cooperatives,
as its agents in certain cases, or in other circumstances, be itself
the agent of the cooperatives, according as the procurement
arrangements of the particular State render it suitable’.

There is a definite advantage in these public sector organisations wor-
king through cooperatives. When they operate through private trade,
they cannot ensure that the farmer 1s paid the price due to him. Co-
operatives which are in direct contact with the individual growers
could effectively fulfil the objective underlying the operations of these
public sector organisations. 'Further, the operations of cooperatives
are an ‘“‘open book” ' subject to Government directions and audit.
.But, the very. factors that make cooperatives an effective instrument
of state policy render them unable in some ways to compete effectively,
in the existing situation, in the markets with private enterprise. For
the planned development of cooperative marketing activity, a clear-
cut and well défined policy to ensure not only that cooperatives are
not placed at a.disadvantage, but aré given all legitimate encoura-
gement, therefore, becomes indispensable. - -

" *Cooperative Organisations in Tropical Countries.
tParas 11.3 and 11.6 ofthe Report of the Foodgrains Policy Commiittee.



33

3.31 Operational Efficiency—The operational efficiency .of co-
operatives 1s crucial to the consolidation and further expansion of
their marketing activities. The factors that determine the efficiency of
marketing ~cooperatives are business practices and procedures, co-
ordination between cooperatives at various levels, resource-mobi-
lisation and trained personnel. Finally, the overall impact of the
programme is of crucial importance in assessing the performance
of cooperatives.

3.32 Integrated Marketing System.—Generally, cooperating marketing
societies have direct contact with the farmers. However, there have
been instances where cooperative marketing societies have also made
purchases in the mandis through private trade, which procedure
defeats the very objective of cooperative marketing of produce. A
reference to such practices where primary cooperative marketing
societies buy from traders and also sell to them, bas been made in
the Survey Report on Development of Cooperative Marketing by -
the RBI, which relates to the year 1962-63. A recent study under-
taken by the officers of the Department of Cooperation and the
NCDC on procurement operations of cooperative on behalf of the
Food Corporation of India in one State reveals that, in some areas,
cooperatives effected purchase from private traders. Thisis a result of
structural weaknesses within the movement pointing to the absence of
an effective link between cooperative marketing and cooperative credit
societies, and lack of direct contact with producers at the village level
to enable the cooperatives to buy the produce direct from the producers,
particularly the small farmer, who does not generally bring his produce
to the mandi, but sells it at the village level. Dependence of co-
operatives on local traders for disposal of their produce is due to
the lack of business support to primary societies from higher level
organisations. The remedy to this situation is an integrated system
of marketing where cooperatives from village level onwards function
as inter-related whole; cooperatives at each level should provide
support to and benefit from the organisation at the successive level,
with a view to enswing ultimately that the produce is bought at
the village and sold at the terminal markets. We wunderstand .that
even the NAFED resorted, at times, to purchbase from traders to fulfil
its export commitments as it could not secure the suppcrt at state or
central level marketing . organisations to procure the required com-
modities in requisite quantitics. An integrated system calls for an
effective link between credit and marketing societies and also a substantial
stepping up of the inter-state trade handled by cooperatives. Although,
nearIy 909, of the credit societies are now "affiliated to the marketing
societies, an effective link exists only in respect of about 15,000 societies.
Another 3000 societies are effectively linked to processing cooperatives
like sugar factories and cotton gins. In other words, only 11% of credit
societies are now’ properly coordinated with marketing and processing
societies.
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3.33 Resource Mobilisation.—Resource-mobilisation  is another
factor on which expansion of activities of cooperatives will depend. The
ability of cooperatives to raise resources from the financing institutions
would again be a function of their owned funds which includes risk
capital from members and also the reserves they have accumulated
out of the profits over the years. In pursuance of the recommendations
of the Rural Credit Survey Committee, a policy of state participation
in the share capital of cooperative marketing societies at various levels
has been adopted. Central assistance to the State Governments for
this purpose is provided through the NCDC. On the 3oth June, 1969,
practically all state level marketing societies wete state partnered, The
total owned funds of the state maiketing societies were of the order
of Rs. 12-95 crores comprising Government’s share contribution
of Rs. 5+86 crores, members’ contribution of Rs. 0°98 crores and
reserves of Rs. 5°91 crores. In the case of primary marketing societies,
2560 or nearly %79 of the societies were state partnered as on 3o0th
June, 196g. The following table indicates the growth of share capital
and owned funds of primary marketing societies as on goth. June
196g. :

(Rs. incrores)

Share ca-

Total Govt.  pital from

owned share  members

funds capital and
reserves
1957-58 . . . . L . . 3.82 o .65 3.18
1960-61 . . . . . . . . 11.70 3.56 8.14
~

1965-66 . . . . . . . . 27 .82 12.01 15.81
1968-6g9 . . . . . - . . 41 .86 17 .70 24 .16

On the 3oth June, 196g, the members’ share capital was Rs. 8-60
crores and the reserves Rs. 15+57 crores. Of the 25 State federations,
16 were making profit. The total profit earned by them during 1968-69
was Rs. 2-85 crores. Similarly, of the 3342 marketing societies, 1728
were making profit and the total profit earned by them during that
year was Rs. 3-24 crores. The All India Rural Credit Review Committee
(1969) made the following observations®* on the risk capital require~
ments of cooperative marketing societies : '

“We are of the view that in the context of the responsibility
entrusted to the cooperative marketing structure for supply
as well as marketing activities, their share capital structure will
need to be further strengthened very considerably, if they are
to borrow from banks on a correspondingly large scale. Ideally,

*Page 910 ofthe Report of the All-India Rural Credit Review Committee.
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such additional share capital should come from members through
steps to which we refer in the following paragraphs. This, how-
ever, will take time and can only take place in step with the
expanding marketing business. Meanwhile, the need for larger
owned funds will bave to be met by government contribution.
We understand that provision has been made for the purpose
in the Fourth Plan and generally recommend that state govern-
ments should contribute to the share capital of marketing societies
on the scale that they may require.”

3-34 Owerall Impact of the Programme.—The overall direct impact
of cooperative marketing progiammes depends largely on the share
of cooperative marketing in the total business of marketing of agri-
cultural produce in the country. The Working Groupon Cooperation
(1968) set up by the Administrative Reforms Commission estimated
that the share of cooperatives in the total agricultural produce marketed
in the country in 1965-66 was of the order of 10%. Considering that
nearly a third of the primary marketing societies are not undertaking
marketing business and the bulk of the marketing business of co-
operatives is confined to a few States, the overall impact of Caoperatives
on the marketing of agricultural produce as a whole is indeed limited.
When considering the oveiall direct impact of marketing societies,
the indirect benefits from the operations of cooperative marketing
societies are apt to be ignored. Cooperatives were pressed into service
in a big way, for the first time, in U. P., in the massive price support
operation in 1971 for the rabi wheat crop. A study conducted of these
operation in one district brought out that as soon as the cooperatives
entered ‘the market and purchased from growers direct at support
prices, the general prices in the market which had plumeted to Rs.
50—60 per quintal immediately firmed upto the support price of Rs.
76 per quintal paid by cooperatives. This potential of cooperatives
to radiate benefits beyond the sphere of their own operations needs
to be recognised while considering the impact of the programme of
cooperative marketing.

3.35 NCDC’s Contribution to cooperative marketing.—We have referred
to the salient features of cooperative marketing programme and its
major areas of weakness. We now examine the contribution of the
NCDC to the development of this programme and the strategy evolved
and the support provided by it to strengthen this programme. The
overall planning and financing role of the NCDC, we deal with later
in this Chapter. '

3.36 The promotional 10le of the NCDC extended to advising
the State Governments from time to time regarding measures to be
taken for rationalisation of the marketing structure, expansion of
membership and augmentation of share capital, linking of marketing
with credit activities in the cooperative sector, selective development
of marketing societies in areas where large surpluses of agricultural
produce are being generated, schemes for reorganisation and re-
vitalisation of primary marketing societies, development of integrated
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system of cooperative marketing and establishment of links between
the consumer and the market. Besides advising the State Govern-
ments, the NCDC has been reviewing the cooperative marketing
programme and identifying. the problems in all-India and
regional conferences of Chief Executives of marketing societiés and
representatives of State Governments. It has also set up a Functional
Committee on Cooperative Marketing consisting, inter-alia, of
representatives of cooperative marketing societies and persons with
specialised knowledge and experience to review the programmes
of cooperative marketing and suggest measures for bringing about
improvements in the programmes.

3.37 In view of the risks involved in making outright purchase
of agricultural produce, many of the marketing societies have been
functioning as commission agents. This inhibits the operations of
the marketing societies as farmers, particularly the small farmers,
would like to sell their produce outright. To facilitate outright purchase
of agricultural produce by cooperatives, the NCDC implemented
a scheme of outright purchase under which subsidy is to be provided
to cooperative marketing societies at the rate of 29 of the value of
produce purchased by them on outright basis. This amount is to be
‘credited to the price fluctuation fund of the marketing societies, to
which the societies are themselves to contribute .10%, of their profit.
Upto the end of 1968-69, State Governments, with assistance received
from the NCDC, had contributed Rs. 48 -85 lakhs to the price fluctuation
funds of various cooperatives. The NCDC has alsn reviewed this
scheme in a series of regional meetings with the Registrars and repre-
sentatives of marketing societies.

3.38 In the field of marketing of foodgrains, the NCDGC has played
an active role. It has been keeping itselfin close touch with the operations
of the Food Corporation wvis-a-vis cooperatives and identifying the
special problems of the cooperatives. At the instance of the Corporation,
the Ministry of Agriculture called a meeting of representatives of
Food Corporation, State Marketing Societies and Registrars in
November, 1g70. In this meeting, a decision was taken that, as a
matter of policy, the FCI should operate mainly through cooperatives.
To implement this policy, administrative arrangements have alsc
been evolved at State and local levels. At the national level, the
Secretary of the NCDC is the coordinating cofficer. The result of this
has been that, during 1971, procurement of wheat by cooperatives
exceeded 2 million tonnes representing nearly 509 of the total pro-
-curement of wheat by the Food Corporation and the State Govern-
‘ments. Further, recognising that availability of processing facilities
is a condition precedent to the marketing of paddy, the NCDC provided
assistance to the extent of nearly Rs. 11 crores from its own corpus of
funds for the establishment of nearly 440 rice mills. 100% of the
requirements for these mills was provided by the NCDC to the States
outside the State Plan ceilings.
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3.39 Another strategic area where the NCDC has taken initiative
is management development of cooperative marketing societies. It
formulated a scheme in 1965 in terms of which, ultimately, the marketing
societies in each State should have a common cadre of key personnel;
but in the interim period, the marketing federaticns should be enable to
create pools of key personnel for loaning them to affiliated institutions.
For this purpose, the State Government are to provide grants to the
marketing cooperatives with the assistance received from the NCDC.
It is reported that pools of key personnel have already been created
in all States excepting Rajasthan, Gujarat and Andhra Pradesh.
In Punjab and .Haryana, the state marketing federations have
created common cadres of managers and accountants of marketing
societies at various levels. Such cadres are essential for promoting
cooperative marketing as an integrated system. In 1964-65, the NCDC,
introduced a scheme for creation of technical and promotional
cells in apex marketing societies to enable them to provide requisite
guidance and assistance to the lower level organisations. Under this
scheme, financial assistance is provided by the NCDC to the apex
marketing societies through the State Governments over a period
of 5 years on a tapering basis. Practically. all the appex marketing
societies have established these cells with the assistance provided
by the NCDC. The NCDC reveiwed this scheme and extended the
scope of the scheme to cover a larger number of expertsin various
fields of marketing and processing. The replies received by us from
various State Governments, Registrars, etc. indicate that the creation
of this cell in the apex marketing societies has proved useful in the
diversification and expansion of the programmes of marketing and
processing.

3.40 Training of personnel is an important element in the
overall programme of cooperative development. The training arrange-
ments for cooperative programmes are made by the GCentral
Committee for Cooperative Training through the various institutes
in the country. The NCDC has been associating itself with the
Central Committee for Cooperative Training in evolving arrange-
ments for training of marketing personnel. Besides, to enable tech-
nical staff working in various marketing and processing cooperatives
to acquire specialised knowledge in the technical institutions in the
country, the NCDC has formulated a scheme according to which the
cost of such specialised training will be partly subsidised by it.
‘The case study undertaken at our instance, of the cooperative market-
ing programme in Tamil Nadu brings out that the response to
various suggestions and schemes of the NCDC has been encouraging
in that State and that there has been a perceptible improvement
in the functioning of the] cooperative # marketing | societies
«concerned.

3.41 Cooperative Processing.—Processing of agricultural produce
has a strategic place in the rural economy. It makes the
commodity acceptable to the consumer and economic for the
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: producer. Cooperative processing is often an
Trends of Progress essential prerequisite for successful cooperative

marketing. Cooperative processing units. Such
as cooperative sugar mills, also facilitate the recovery of loans given
by the primary credit societies. A large programme of cooperative
processing greatly increases the pace of rural industrialisation and
creates opportunities for building up new industrial and business
leadership in rural areas. The Sugar Inquiry Commission (1g65)
observed : “In Maharashtra, the setting up of a cooperative sugar
factory has acted as a nucleus for social and economic development

of the area around it and has helped to develop a new class of rural
entrepreneur.”

3.42 There was no organised attempt to develop cooperative
processing in the years preceding the Second Plan. Government’s
Industrial Policy Resolution, 1956 emphasised that the principle of
cooperation should be applied wherever possible. A definite programme
of organising agricultural processing units 'in the cooperative sector
was launched in the Second Plan; while 201 agricultural processing
units were envisaged, as many as 484 were actually organised. The
Third Plan observed : “The development of cooperative processing
1s essential not only for increasing rural incomes and facilitating credit
for production but also for building up of cooperative rural economy.
Where cooperative processing units have been successfully esta-

blished, they have proved invaluable as instruments of development
In  several allied fields.”

. 3.43 The Third Plan set a target ot organising 680 processing
units¥, the actual achievement was 1021 units. At the end of 196g9-70,
the total number of processing units organised/assisted was 1617.
Thp following table reflects the plan-wise progress in organising/
assisting farmers’ cooperative processing units :

" Type ond Plan grd Plan 1967-70  Total

Foodgrains . . . . . 170 644 21 83s
Cotton . . . . . . 128 125 10 263
Oilseeds 114 119 19 252

Sugarcane ;

(a) Sugar factories . . . 20 . 87 27 84

(b) Other units . . . 20 2 7 29
Jute e e e 12 . 36 2 50
Fruit & Vegetables . . 7 25 6 38
Plantation crops . . . . 13 33 . 8 . 54
Others . . . . o .. 12 12
484 1021 112 1617%¥%

*Page 91 of Third Plan Mid-term Appraisal.

**1n addition, 27 sugar factories, 7 oil mills, 1 spinning mills, 1 solvent extrac-
tion plant, 2 fruit & vegetable units and 1 cashew processing unit were organised
during ]969.70 which were not assitted hv the NONC till ar-a-sn (Snuree + Annnal
Report of NCDC, 1969-70}.
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The Fourth Five Year Plan envisages setting up of 550 proces-
sing units.

3.44 Of the 1617 units organised in the cooperative sector,
over 200 units could be classified as major industries with block
investment exceeding Rs. 50 lakhs each. These un-ts are mainly
sugar factories, sugar by-products industries (distilleries, etc.) spinning
mills, jute mills, vanaspati industries, .solvent extraction plants and
cattle feed factories, etc. ‘

3.45 NCDC’s Contribution to Processing Programmes.—The  erst-
while NCD&W Board appointed in 1960 a Committee under the
Chairmanship of Shri R. G. Saraiya “to review
Structure and  the existing position and examine the promotional
organisation and organisational aspects of cooperative sugar
factories and other processing societies with a view to ensuring
their sound and speedy development during the Third Five Year
Plan”, Besides emphasising the need for meticulous planning of
individual processing units and suggesting financial and admini-
strative arrangements for this programme, that Committee’s re-
commendation regarding the pattern of organisation was that,
excepting where outlay and establishment involved where very-
large, as in the case of cooperative sugar factories, the processing
units should be established by cooperative marketing societies them-
selves as an aid to their marketing activities. Of the 1617 process-
ing units organised upto 1969-70, over 1200 were established by
the existing marketing societies. Another development in the last
decade has been the emeigence of state level and national level
federations for coordinating and assisting in the activities of the
individual processing units. Eight state level federations of co-
operative sugar factories have so far been organised. There isa
national level federation for cooperative sugar factories and another
for cooperative spinning mills.

3.46 Only those cooperative processing units which are orga-
nised by farmers come under the purview of the NCDC. Promo-
tion of cooperative processing industries for consumers like weavers”
cooperative spinning mills or for industrial workers is not the respon-
sibility of the NCDC. The NCDC has, therefore, been keen to
promote genuine farmeis’ cooperative agricultural processing units,
As early as in 1957, the erstwhile NCD&W Board enunciated
the following policy :

“As a matter of policy, persons taking shares in cooperative
sugar factories purely for financial reasons should be kept out.
Where non-growers have been admitted as members, the posi-
tion should be examined and in the absence of strong justification
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for their retention, a definite. programme. should -be drawn
to retire their shares as soon as possible. The setup of every
cooperative sugar factory in each State should bc_ ca.rqfully
examined to ensure that there is no departure from this policy.”

The NCDC has been adhering to the above policy ever since.
Of the total membership of 4.56 lakhs of the 70 cooperative sugar
factories in production at the end of 1969-70, 4.26 lakhs or nearly
04% were sugarcaneé growers, '

3.47 The NCDC directs its efforts towards the promotion of
carefully planned and economically viable processing units. The Sa-
raiya Committee (1960) appointed by the erstwhile
Planning of proce- NCD&W Board emphasised that careful investiga-
ss'ng program- tion into the technical feasibility, raw-material
mes resources and economic viability of each unit
should  precede organisation of ~ processing units.  That
‘Committee also suggested that model blue-prints indicating
specification of machinery, economics of minimum viable units
should be prepared and circulated to serve as broad guidelines
for organisation of processing units. In pursuance of this, the NCDC,
‘has prepared and circulated model blue-prints
Model Blue Print for various types of processing units of different
sizes, To facilitate feasibility studies for setting
up of processing units, the NCDC provides subsidy towards cost
of preparation of technical feasibility and project reports by con-
sultancy firms and experts. The NCDC has also been sanctioning
assistance to national and state level federations for setting up of
promotional and technical cells to provide technical support and
guidance to cooperative processing programmes.
Technical Gnidance Expenditure on these two schemes is met by the
NCDC from its own funds. Recently, the Corpora-
tion has set up a technical cell for providing better guidance to
cooperative processing programmes.

3.48 In its meeting held on the 25th March, 1966, the National
Cooperative Development Corporation endorsed the following state-
ment —

“It was stressed that cooperative processing would have to be
given greater fillip in I.A.D.P. districts in particular and ifthe
other areas in general. For this purpose, it was considered
desirable that suitable measures should be formulated with a
view to facilitate planning and implementation of processing
programme taking into account all relevant factors such as
availability of raw-material, viability, size, modern technology,
~etc.  Arrangements would also be necessary for developing

expertise among the personnel for manning cooperative agri-

rmiltural  nrarsceine anite ¥
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The Corporation appointed a Committee under the Chairmanship
of the .then Union Deputy Minister for Food, Agriculture, C.D.
and Cooperation on “Planning of Cooperative Agricultural Process-

ing”sa One of the major recommendations of this
Promotion of inte- Committee was promotion of integrated complexes
grated complexes of cooperative processing extending to primary,

secondary and tertiary stages of processing.
According to this Committee* :

“While planning an individual cooperative agricultural processing
unit is important, such planning becomes more meaningful if
the unit. itself is conceived as a part of an integrated complex.
In such a situation, the efficiency and the viability of the in-
dividual units is considerably enhanced. There is also the
added advantage that the development of secondary and tertiary
stages of processing facilitates operations of primary processing
units. This is partly a reflection of the fact that the end
products resulting from the secondary and tertiary stages of
processing are usually much more stable in terms of demand
and prices than the product of the primary stage of processing.
This is particularly exemplified by the behaviour of the demand
and prices of oil zis-g-vis the derived products such as soap and

vanaspati.”

3.49 Pursuant to the above recommendations, the NGDC has
been promoting solvent extraction plants, vanaspati units, spinning
mills, etc. Six solvent extraction plants have been organised, of
which 5 are in production. The Punjab Cooperative Marketing
Federation has set up a vanaspati factory with a capacity of 50
tonnes per day to render the cooperative solvent extraction plant
at Khanna economically more viable. The case study made of this
oil mill complex to which we refer later, points to the prominent
role of the NCDC in developing this complex. The Uttar Pradesh
Cooperative Marketing Federation is establishing an oil processing
complex in Badaun district. The NCDGC had associated itself with
the planning of this unit. 23 cotton growers’ spinning mills have
been organised, of which 13 have gone into production. The NCDC,
in collaboration with the All-India Cooperative Spinning Mills Fe-
deration, took an active promotional role in the development of
this programme including arranging for finance from the Industrial
Finance Corporation. Referring to the NCDC’s role, the Registrar,
U.P., in his reply to our questionnaire, has observed : “an important
case in point is the cooperative textile mill at Bulandshar, which could
not have taken the shape thatithastaken but for the effective sponsoring
and pleading of its cause with institutions which are traditionally cold
towards cooperatives.’” .

*Para 5.9 ofthe Report of the NCGDC’s CQmmittec 0;1 “Planning of Cooperative
Agricultural Processing”.
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3.50 Central Sector "Scheme for Processing—In 196.7, the NCDC
appointed 2 Committee on “Financing of Cooperative Processing”.
A major term’ ofreference to this Committee was “to assess the need
and scope for development of agricultural procgssing industries in the
cooperative sector, keeping in view the various agricultural production
programmes envisaged in the Fourth Plan period and to estimate the
requirements of capital resources for such industries”. This Committee
suggested the setting up of 1194 new cooperative processing units
during 1966-67 to 1970-71, and estimated the block capital require-
ments for these units at Rs. 205 crores. The Committee recommend-
ed that the Central Government might provide Rs. 35 crores to the
NCDC for supporting this programme. The suggestions of this
Committee were taken into account while framing the Fourth Five
Year Plan. Ta provide a fillip to small and medium size processing
units costing Rs. 10 to Rs. 40 lakhs for which assistance is not readily
available from institutional financing agencies, a Central Sector
Scheme is being operated by the. NCDC for providing assistance
to such processing units to the extent of 70 to 75 per cent of the
estimated block cost through the State Governmenis or State
Cooperative Banks on the guarantee of the State Government
concerned. A provision of Rs. g crores is made for this scheme in the
Fourth Plan. The NCDC has recently decided to provide assistance
on more liberal terms to backward areas for setting up of processing
units under this scheme.

3.51 Progress of individual Programmes.—The salient features of
development of major cooperative processing industries are outlined
in the succeeding paragraphs.

3.52 As observed by the Working Group on Cooperation
(1968) set up by the Administrative Reforms Commission, the
most outstanding development in the cooperative movement in

recent years is the extension of cooperative
Cooperative Sugar activity to the sugar industry. There were only
Factories 3 cooperative sugar factories in production in
1955-50 which accounted for hardly 1.5 per cent
of the total production of sugar in the country; in 1961-62, there
were 34 sugar factories accounting for 17.7 per cent of the total
production of sugar; in 1969-70, 70 cooperative sugar factories in
production accounted for a third of the total production of sugar in
the country. Upto 31-3-1970, licences were issued to 111 cooperatives
for establishing new sugar factories; their licensed capacity constitutes
nearly 45°% of the total licensed capacity for the sugar industry as
a whole, and itis estimated that, by the end of the Fourth Five Year
Plan period, the licensed capacity in the cooperative sector may be
of the order of 65 per cent of the total capacity of sugar industry in
the country. The working and financial results of these cooperative
sugar factories are also very encouraging. The highest percentage
recovery of sugar from sugarcane, has been recorded by co-operative
‘sugar factorjes in Maharashtra. Another interesting feature of coope-
rative sugar factories is the mechanism adopted by them for capital
formation. These cooperatives deduct from cane price navahle tn
members at the rate of Rs. 5
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-to repay large borrowing from Industrial Finance Corporation and
other agencies.. A summery of the financial position of the 7o factories
in production on 31-3-1970 is given in Annexure IX. As against the
total loans of Rs. 47.93 crores due by these factories on block account
as on goth June, 1970, their gross value of assets amounted to Rs.
136.58 crores. The total owned funds of these factories, including
the non-refundable deposits, were of the order of Rs. 124.65 crores,
that is, approximately g1 per cent of the gross value of their assets.
- Upto the end of December, 1970 the Industrial Finance Corporation
and the Life Insurance Corporation had sanctioned loans amounting
to Rs. 6g.77 crores to these factories of which Rs. 21.56 crores were
repaid by them. Excepting the case of two factories, which bad
defaulted in payment of dues to the Industrial Finance Corporation the
repayment performance of sugar factories has been very satisfactory.

17 cooperative cleared their loans to the Industrial Finance Corpo-
ration ahead of the time schedule.

3.53 It would be relevant fo identify the major factors that
contributed to the rapid progress of cooperative sugar factories.
Firstly, while planning the programme of expansion in sugar industries
with a view to raising the installed capacity of sugar factories from
about 15 lakh tonnes in 1954 to 25 lakh tonnes in 1960-61, the Govern-
ment decided, as a matter of policy, to encourage cooperative sugar
mills by according them preference under the Industries (Develop-
ment and Regulation) Act. It is this preferential licensing policy
which still obtains that has made rapid cooperative development
possible in the sugar industry. Secondly, for implementing the licensing
policy, the Government made arrangements with the financing
institutions, particularly the Industrial Finance Corporation, to
provide loans to these cooperatives on the guarantee of the Central
and the State Governments. A general pattern of financing the sugar
factories was thus evolved and the resources from which the finances
should be raised were also indentified. The third factor, which is an
important one, relates to the efforts of the .cooperatives themselves.
Cooperative sugar factories, as already stated, have formed themselves
into state federations in many States. A national federation has also
been organised. These federations, particularly the National Federa-
tion, have been providing assistance to the individual cooperatives
in the matter of setting up of new factories, planning of expansion
of the existing factories, negotiations with manufacturers regarding
specification  of plant and machinery, etc.

3.54 As already indicated, the NCDGQC took a leading role in
the promotion of the cooperative rice milling industry to facilitate
marketing of paddy. By the end of 1969-70, 779 cooperative rice

mills were organised, of which 646 units were

' Cooperative Rice completed. This included 22 modern rice mills in the

Mills States of Andhra Pradesh, Bihar, Kerala and Tamil

' Nadu and six pilot modern rice mills established

in the selected LA.D.P. districts. The .NCDC also provided assi-
stance for modernisation of 30 rice mills.
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3.55 The following statements indicates the progress of other
Other Processing important types of processing units organised/

Units assisted by the NCDQ :—
Total No. Of which
organised
Type of Unit (as on No. in- No. under
30-6-70) stalled  installa- ;
tion
(as on 30-6-71)
1. Dal Mills ., . . . . . 32 23 9
2. Cotton ginning & pressing units . . 21y 203 14
3. Growers cotton Spinning mills . . 23 16 7
4 Jute baling units . . . . . 44 40 .4
5. Jute textile mill ., . . . . I 1
6. oil Mills . . . . . . 166 136 30
7. Rice Bran vil mills . . . . 4 3 1
8. Fruit & Vegetable Processing Units . 36 25 I
9. Plantation Crops . . . . . 55 45 10

3.56 Cooperative Storage.—For systematic marketing of agricultural
produce and distribution of fertilizers, and other inputs, adequate
storage is an essential pre-requisite. A\programme for assisting co-
operatives to enable them to construct godowns, was initiated in the
Second Plan. Till 1956, the owned storage capacity available with
the cooperatives was very insignificant. Upto 1969-70, financial
assistance has been provided under Plan programmes to cooperatives
for the construction of 20,553 godowns—4,186 at mandi level to be
constructed by marketing societies and 16,367 godowns to be cons-
tructed mainly by primary  credit societies. Of these, 16,315 godowns—
3,322 mandi level and 12,993 godowns have already been constructed
and the remaining are at various stages of construction. Some of the
cooperative which are financially strong, have also constructed storage
accommodation out of their own resources. The total owned storage
capacity created in the cooperative sector at the end of 1968-6g is
reported to be 2.6 million tonnes., The Fourth Plan envisages that
this will be stepped upto 4.6 million tonnes.

.57 In view of the inadequate owned capacity, cooperatives
have also been hiring godowns to meet their storage requirements.
The capacity of hired godowns is estimated at about 2 million tonnes.
A statement showing the number of godowns assisted’ in the different
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States and the progress of their construction is given in Annexure
X. The following table reflects the progress in the construction of
godowns“'=

Upto the year No. of No. of 9% of con- Capacity
: godowns godowns struction in million
- assisted constructed tonnes
1964-65 . . . . . . 13460 7300 54 1.72
1965-66 .. . e . . 16351 Ba26o 50 2.10
1966-67 . . . . ," B ';73016 10376 6o 2.24
1967-68 . .. . . e - 18209 12899 r 2.3¢
196869 ., ..o . . v e 19551 14883 76 2.58

1969-70 . . . . . . 20553 16315 8o 2.70

3.58 The programme of constmctlon of godowns in the co-
operative sector was being taken up, till recently, only with the financial
provision made in the Plans. Cooperatives are now resorting to institu-
tional finance for this. programme. The Agricultural Refinance Cor-
~poration has; upto i5th March, 1971, sanctioned 6 cooperative storage
schemes in Gujarat Haryana, Mysore Punjab and. U.P., with a
total outlay of Rs. 8.3q crores, of which A.R.C.’s commitment is Rs.
4.52 crores. In these cases, the provision. made in the Plan for storage
programmes is being utilised as margin money for availing of assistance
from the Agricultural Refinance Corporation.

3.59 Although the Fourth Plan envisages creation of an additional
storage capacity of nearly 2 million tonnés in the cooperative sector,
the annual progress has been. only of the order of 0.1 million tonnes.
This is to be imputed mainly to lack of adequate provisions in State
plans for this programme and also the inability of the cooperative
storage programmes, particularly at the village level, to attract large
resources from institutional financing agencies. In view of the increasing
requirements of cooperatives for storage-in the context of their expanding
business in marketing as well as in distribution of inputs, we under-
stand that, as recommended by a Committee on Storage set up by
the Planning Commission, there 1s a proposal for formulating a central
sector scheme for creating an additional storage capacity of 1 million
tonnes in the cooperative secotor in the Fourth Plan.

*Page 130 of the Written Evidence given by the NCDC.
4-2C.D. &G.J72
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3.60 Cooperative Cold Storages.—The Corporation initiated promo-
tional measures for the development of cooperative cold storage
for potatoes, fruits, vegetables and similar perishable commodities.
The number of cooperative cold storages had risen from 13in1955-56
with a capacity of 12000 tonnes to go in 1969-70 with a capacity of
1.30 lakh tonnes. Of the 60 cold sterages that were in  operation in
1970, the NCDC examined the working results of 50 units. It is reported
that 30 of these units were making profit and 27 of them utilised
over 8o per cent of their installed capacity.

3.61 Farm Supplies—Referring to the possibls roic o1 cooperauves,
as an aid to agricultural production, the First Plan observed : “the
emphasis of the Plan is on augmenting agricultural production. In
this sphere, cooperation has a very significant contribution to make.
Cooperatives can help to increase the effectiveness of extension work.
Other services which a cultivator needs for efficient utilisation of his
land can also be made available through cooperative agencies. Such
aids as seeds, fertilizers and implements on which depends the profitable
exploitation of the resources and the soil can be effectively placed at
the disposal even of the small farmers by cooperative societies. In
fact, in the field of agriculture, cgoperatives comprise almost every
activitiy that is connoted by the term agricultural organisation. It
is the best medium for promoting a progressive agriculture.” In the
First Plan, cooperatives in 2 few States undertook distribution of ferti-
lisers. The total value of fertilizers handled by them in 1955-56 was
hardly Rs. g crores. One of the first tasks to which the erstwhile N. C.
D. & W. Board addressed itself was to associate cooperatives intensely
with the distribution of chemical fertilisers. In March, 1957, the Board
advised the State Governments to transfer the work of procurement
and distribution of feitilisers to cooperatives. In the Second and Third
Plan periods, distribution of fertilisers came to be progressively entrusted
to cooperatives in most States. Cooperative distribution of improved
seeds and agricultural inputs also received some attention. The following
table reflects the progress made during the last 10 years :

(Rs. in crores)
Value of inputs distributed by cooperatives,

Year Fertiliser ~ Seeds  Agricul- Pesticides
- tural'im- & other
plements inputs

1961-62 . . . . . . ‘32 7 .1 0.5
1665-66 . . . . . . 8o 20 6 17
1967-68 . . . . . . 183 24 ” 19
196869 . . - - . 201 24 7 22
166-70 « .+ o+ . . 232 24 6 a1
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Cooperatives now account for nearly 6o per cent of the total distribution
of fertilisers in the country. While the activities of cooperatives in the
distribution of fertilisers has vastly expanded in recent years, their role
in the distribution of other inputs is insignificant. Statements indicating
state-wise distribution of inputs by cooperatives are at Annexures XI.
XIT and XIII.

3.62 Fertilizers.—Cooperatives have developed .a large net-work
of distribution points in the country to provide the farmers easy access
to fertilisers. Referring to the ro'e of cooperatives in the distribution
of fertilisers. The Fertiliser Credit Committee (1968) appointed by
the Fertiliser Association of India, observed : “On the whole, in areas
where they have been entrusted with distribution, the cooperatives
have shown enterprise and have done commendable work from the
point of view of taking fertiliser to the consumer ‘in advance of assured
demand and long before it had become widely acceptable. The co-
operatives have had also to operate under severe handicaps, particularly
those arising from the unsold stock transferred to them by the State
Agriculture Departments, receipt of supplies late for each season and
of supplies much in excess of demand. At the same time, while they
were called upon to handle increasing supplies as a matter of State policy,
the financial assistance from the Government either for building up
of managerial personnel or construction of storage accommodation,
purchase of transport vehicles, etc. was not always forthcoming to the
required extent. Prolonged delays in adjusting the amounts due to
the cooperatives on account of supplies made by them against taccavi
permits, on account of transportation costs, etc. had also greatly affected
their efficiency of turnover.” “Lack of supporting facilities and incentives
for undertaking active sales promotion of fertilisers is another'deficiency
in the working of the cooperative distribution system. The conditions
under which the cooperative agencies have been operating in the past
have not helped to create 2 healthy business attitude towards achieving
profit—or, conversely, avoiding loss—in selling fertiliser, It is necessary,
in the interests of sound business to establish a proper link between
the value of supplies made, on the one hand, and the financial and orga-
nisational capacity of the agencies on the other, including their ability to
effect rapid turnover of the available funds. In this sphere more than
in any other, there is need for considerableimprovement and thorough
overhauling of the procedures followed by the cooperative agencies.”
Earlier, the Sivaraman Committee on Fertilisers (1965) appointed by
the Union Ministry of Food & Agriculture, pointed out the weaknesses
of cooperatives in the distribution of fertilisers. These related mainly
to the operational efficitncy of cooperatives. The Committee obrerved
that cooperative depots did not have fulltime salesmen, and due to a
small turnover, their overhead cost was also high. The primary credit
and marketing societies undertake retail sale of fertilisers to the farmers.
The number of retail selling points of cooperatives increased from
31,790 in 1g61-62 to 52,675 in 1965-66. Cooperatives undertook
distributin of fertiliser more as a service function than as a business
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proposition. A notable contribution of the N.C.D.C. is towards rationa-
lisation of the distribution system, Ithas been impressing on the co-
operatives and the State Governments the need to have economically
viable retail points of sale so that they could provide better services to
their members. The number of retail units has since been brought
down from 52,675 in 1965-66 to nearly 40,000 in 1970-71.

3.63 A significant development in fertiliser distribution in recent
years is the introduction of free trade in fertiliser business. Earlier,
the cooperatives functioned in a period of relative scarcity in a protected
market under monopoly conditions. With the rapid expansion of the
fertiliser manufacturing.industry in the country and the transition to free
trade in fertilisers, cooperatives are now exposed to competitive conditions.
This changed environment calls for the streamlining of the cooperatives
with a view to ensuring maximum economy and efficiency in procure-
ment, storage, transport and distribution. It is necessary that the
cooperatives procure fertilisers direct from manufacturers at competitive
prices. ‘This implies that thev should be financially equipped for effe-
cting bulk procurement. The primary marketing and village coopera-
tive societies cannot be expected to deal directly with fertilisér manu-
facturers.” The state cooperative marketing federations have, therefore,
necessarily to be brought in for coordinating the overall programmes
of distribution of fertilisers. At the all-India level, there should be
an effective.liasion with fertiliser manufacturers for settlement of compe-
titive terms for distribution. The N.C.D.C. has been directing its

efforts on these lines.

3.64 The N.C.D.C. has been focussing its attention, in recent years,
on developing an integrated cooperative fertiliser distribution system.
In some States like West Bengal, Maharashtra, Andhra Pradesh and
Tamil Nadu, the State Marketing Federations were not associated with
this activity. At the specific instance of N.C.D.C,, these federations
are reproted to have since been entrusted with the responsibility for
bulk procurement and distribution, of fertilisers and alsc with co-
ordinating the entire programme of cooperative distribution of fertilisers
in their respective States. To equip them with necessary margin money
for raising funds from banks for bulk procurement of fertilisers, the
N.C.D.C. is now operating a Centrally Sponsored Scheme under which
margin money is provided to these federations through the State Govern-
ments. ‘The provisions for this scheme in the Fourth Plan is Rs. 14.50

crores,

3.65 The integrated system involves a three-tier structural arrage-
ment—apex marketing society as a wholesaler, district/primary marketing
society as a sub-wholesaler and primary setvice societies as retailers.
In such a system, a rational formula has to be evolved for allocation
of distribution margins equitably among these various organisations
at different levels. - The Union Department of Agriculture appointed
a ‘Comnuttee under the Chairmanship of an officer of the N.G.D.C.
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to suggest rationalisation of distribution margins. The N.C.D.C.
is pursuing the suggestions made by this Committee regarding alloca-
tion of distribution margins among cooperatives. Another critical
area in which assistance is now being provided by the N.C.D.C. to the
cooperatives is to sort out their problems with the fertiliser manufacturers.
“To give a fillip to cooperative fertiliser distribution, the N.C.D.C.
is providing assistance from its own funds for the setting up of granular
fertiliser mixing plants and also for soil testing laboratories. It has
so far provided a loan assistance of Rs. 2.47 crores for 16 granular ferti-
liser units and Rs. 4 lakhs for 4 soil testing laboratories. The Corpora-
tion has also been arranging for the training of the functionaries of
cooperatives at various levels to improve their operational efficiency.

3.66 -Other Inputs.—Excepting in a few States, the role of coopera-
tives in the-distribution of other inputs has not been very significant,
In ‘Punjab, cooperatives undertook the entire work of distribution of
improved seeds to the agriculturists and the apex marketing federation
undertook purchase and sale of seeds on behalf of the State Government.
In Madhya Pradesh, the apex marketing society functions as a sole
agent of the State Agricultural Department for distribution of improved
seeds including high-yielding variety seeds, while the primary marketing
societies act as sub-agents of the apex federation. The Corporation
formulated a pilot scheme in 1967-68 for organising seed producers’
coopreative processing-cum-sale societies and has been financing the
scheme from its own funds. Under this scheme, each socicty is eligible
for an assistance of Rs. 1.74 lakhs from the N.C.D.C. through the State
Government towards purchase of machinery and equipment, vehicles,
construction of work-sheds, etc. Upto the end of 1969-70, the Corpora-
tion assisted 12 such seed units. Of these, 5 units are reported to have
gone into production. The Corporation has recently taken a decision
that assistance to new units should be considered after evaluating the
functioning of the existing ones.

3.67 For agricultural machinery, the éorporzg.tion has sponsored
another pilot scheme which is financed from its own corpus. The
Corporation’s scheme is for setting up of cooperative-servicing-cum-
hiring centres for agricultural machinery. The scheme has two aspects;
first, the establishment of servicing and repairing facilities for tractors
and other agricultural machinery, and second, the maintenance of 5
to 10 tractors with matching equipment in each centre for the purpose
>f hiring them out to agriculturists. The N.C.D.C. provides 100 per
sent of the expenditure incurred by State Governments on these centres
oy way of long-term loan and subsidy outside the State Plan ceilings.
Each centre is eligible for a total assistance of Rs. 2.89 lakhs—Rs,
2.14 lakhs as Joan and Rs. 0.75 lakh as subsidy. The Corporation
1as so far assisted 29 such units and the target it has set for itself .in the
fourth Plan period is 8o.
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3.68 Distribution gf consumer articles in rural areas.—In the wake of
the national -emergency of 1962, the Government of India introduced
a Centrally Sponsored Scheme for establishment of consumer stores in
urban areas.” As a complement to this, 2 Centrally Sponsored Scheme
for distribution of consumer goods in rural areas through marketing and
service'cooperatives was introduced. Thelatter scheme wasimplemented
through the N.C.D.C. The main objective of this scheme ‘was to en-
sure equitable and fair distribution of basic and standardised consumer
goods -like. sugar, salt,  kerosene .étc. in rural areas. In terms of this
scheme marketing.cooperatives were to procure supplies for distribution
to the village cooperatives on the basis of established demand and under-
_take retail sales themselves in the mandi towns.. Under this scheme,
marketing societies were eligible for a grant of Rs. 5000 spread over a
period of 3 to 5 years. During 1968-69, the scheme was enlarged to
provide additional share-capital to the primary marketing societies
to ¢nable them to expand their consumer business. Duiing the
period .1968-69, the Corporation provided a total assistance of Rs.
86.82 lakhs—Rs. 22.50 lakhs towards share capital and Rs. 64°32
lakhs for staff subsidies to primary marketing societies. From the
commencement of the Fourth Plan (1969-70), the Centrally Sponsored
Scheme. was discontinued and assistance for this programme is being
provided under the normal State Plan schemes. = -

.69 The following table indicates the record of progress of marketing
and primary credit societies in' the distribution of consumer articles
in rural areas '

Year Value of con- No. of societies engaged in
sumer goods consumers activity
sold

(Rs. in crores)

Marketing  Village

1962-63 . . . . . 28 .41 | 689 14709
~xg(li5-66 . | . . . . 198 .07 1715 34485
1967-68 . . . . 262,52 1891 41454
l1968-69 . . . . 242 .75 1681 3:1,803

It may be observed that the value of consumer goods distributed in
1968-69 showed a decline. This is reported to be due to the relaxation
of controls on foodgrains and sugar.
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SectioN III—RorE oF THE N.C.D.C. IN OVeERALL PLANNING

3.70 Association with Planning Process.—Before considering the role
played by the N.C.D.C. in the overall planning of marketing, processing
storage, etc. it will be useful to recount briefly the procedures adopted
for the preparation of the five, year plans and the annual plans. As
part of the process of preparing the Fourth Plan, the Planning Commis-
sion initially prepared a paper on the approach to the Fourth Plan
indicating the broad objectives of the Plan and the major policy guide-
lines to be followed. Thereafter, Working Groups were constituted
to consider different sectors of development. One such Working Group
was on ‘“Cooperative Development”. It was constituted by the Union
Department of Cooperation and included the Secretary, N.C.D.C.
This Working Group constituted 3 Sub-Working Groups on: (i\ Coopera-
tive Credit, (ii) Cooperative Marketing, Processing, Supplies and.
Storage, and (iii) Consumer Cooperatives. The Sub-Group on Marke-
ting, Processing, Supplies and Storage hada Joint Secretary in the
Department of Cooperation in charge of this work as Chairman, and
the Secretary, N.C.D.C. as convener. The comprehensive study made
earlier by the Committee set up.by the N.C.D.C. in 1967 for the financing
of cooperative processing and also the assessment made by N.C.D.C.
on the record of progress of various programmes in different States
formed the basis for_formulation of programmes by this Sub-Group.
The officers of the N.G.D.C. were closely associated with it. -

3.71 The report of the various Sub-Groups were considered and
reviewed by the main Working Group which submitted a -consolidated
report outlining the approach to cooperative development in the Fourth
Pian, and indicating the programmes and schemes to be taken up and
the relevant priorities to be assigned to them. This report was later
circulated by the Union Department of Cooperation to the various
State Governments, Registrars of Cooperative Societies, to facilitate
the drawing up of State plans. The N.C.D.C. was also associated with
the Working Group set up in the Department of Food for formulation
‘of programmes relating to warchousing and storage, and with the Working
Group set up in the Department of Agriculture for Agricultural Market-
ing: - The N.C.D.C. thus associated itself with the formulation of
‘policies and programmes relating to marketing, processing, and storage,
for the Fourth Plan.

3.72 Assistance to States.—Case studies of the procedure for formula-
tion of State Cooperative plans were, at the instance of our Committee,
made in Madhya Pradesh and Rajasthan in order to examine the contri-
bution of the N.C.D.C. to such plans. These studies indicate that the
Report of the Central Working Group on Cooperation was adopted
by the Registrars in Madhya Pradesh and Rajasthan as guidelines for
drawing up the State Cooperative Plans. At this stage, N.C.D.C.
issued individual letters to the States indicating detailed guidelines for
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~ the preparation of the Fourth Plan of the respective State regarding co-
operative marketing, processing, supplies and storage. In.respect of
the two States studied, the main contribution of the N.C.D.C. took
the form of assisting in the formulation of the types and number of new
processing units to be included in the Fourth Plan and in the preparation
of cooperative processing programmes.

SeECTION IV—INHERENT WEAKNESSES

3.73 While assessing the performance of the N.C.D.C,, the inhibi-
ting factors,. if any, inherent in the’'N.C.D.C,, need also to be kept in
view. In the subsequent chapters, we discuss in detail the constitution,
administration and finances of the N.C.D.C. In this Section, we
refer, in brief, to the major factors which tended to dilute the effective

functioning of the N.C.D.C.

3.74 Separation of Warekousing Functions.—Since the genesis of the
present N.C.D.C. is to be traced to the recommendations of the All
India Rural Credit Survey Committee it would be relevant to examine
how far the constitution, functions and finances of the N.C.D.C. conform
to the basic recommendations of* that ' Committee. As we explained
in Chapter II, the Rural Credit Survey Committee conceived of the
erstwhile N.C.D.&W. Board as an all-India organisation for the pro-
motion of certain economic activities in the cooperative sector on the,
one band, and for planning and implementation cf a country-wide
programme of storage and warehousing on the other. But the Ware-
housing functions were deleted from the purview of the N.C.D.C. Thus,
the prospects of centralised direction and mutual coordination between
the programmes of cooperative development and warehousing develop-
ment envisaged by the Rural Credit Survey Committee were affected.
The Rural Credit Survey Committee envisaged a system under which
the N.C.D.&W. Board would be equipped with its own -funds and be
able to implement -effectively - the various cooperative programmes
with which it was concerned.”” The Agricultural Produce (Develop-
ment .& Warehosing) Corporation’ Act, 1956, under which the erst-
~while N.C.D.&W. Board was.set up, provided for non-lapsable grants
-from the Central Government to‘enable the Corporation to build up
its own funds 3 but, in actual practice, the Board

Lack of Fund - was not provided with funds as envisaged. The
Act, as suggested by the Rural ,Credit Survey

Committee, contemplated an annual grant of Rs. 5 crores by the Central
Government to the Board for cooperative activities; during the first
-three years, thé Board got from Government recurring grants of less
then Rs. 1 crore per year as indicated in Chapter II. The basic prin-
ciple incorporated in the 1956 Act that this Corporation should be
enabled to build up its own funds was also given up in the 1962 Act,
In terms of the old arrangements applicable to .the erstwhile
N.C.D.&W. Board, the entire assistance by the Government of India
was being given as non-lapsable grants to the Board under the existing
arrangements for the N.C.D.C., the Central Government provide
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funds required by the Ccrporation for giving subsidies to State Govern-
ments as subsidv, while the funds required for giving loans to State
. Governments are provided as loan to the N.C.D.C. In terms of the
present arrangements, the N.C.D.C. cannot build up any fund of its
own. This has severely limited the capacity of the N.C.D.C. to sponsor
bold programmes of cooperative development and support them with
adequate finances. Funds are now provided by the Central Govern-
ment to the N.C.D.C. under various schemes like the Centrally Aided
Plan Schemes, Central Sector Schemes and Centrally Sponsored
Schemes. The N.D.C.D. has, however, no discretion to divert funds,
from one scheme to the other. In respect of the Centrally aided Plan
‘Schemes, under which Central assistance is routed to State Governments
for certain cooperative programmes through the N.C.D.C., the ceiling
of assistance for each State as also the pattern of assistance to be pro-
‘vided are determined by the Central Government.
In such a situation, the N.C.D.C. becomes only
Lack of Automony a chennel for routing Central assistance for those
schemes. The N.C.D.C. is thus neither equipped
. with funds of its own adequate to meet the require-
ments of the programmes nor does it enjoy financial autonomy in res-
pect of the funds received from the Central Government.

3.75 Lack of Staff.—The erstwhile N.C.D.&W, Board was organised
as a high powered body-with a Gabinet Minister as Chairman, Deputy
Governor of the Reserve Bank of India, Secretaries to the Government
of India and prominent cooperators as members. But there was hardly
any administrative set up to service this high powered organisation.
An officer of the rank of a Deputy Director in the Government of India
was the chief executive of the organisation for nearly six years from
August, 1957 till 1963. Even after the setting up of the present N.C.D.C.
in 1963, the work relating to planning and promotion of programmes
of cooperative marketing processing, etc., continued to be done mostly
in the Union Department of Cooperation. It was only in September,
1964, that the entire work relating to planning and promotion of these
programmes was transferred to the Corporation. It was in 1969 that
the Corporation opened. its two regional offices, which are now being
gradually expanded. Technical experts were appointed by the N.C.
D.C. for the first time in 1970. Our case studies, as also the comments
of various State Government§ and Registrars, point to the inadequacy
of technical guidance;to, and close supervision over, the different pro-
grammes sponsored by the N.C.D.€. This is to be imputed mainly
to the absence of adequate staff.

SecTioN, V—RESULTS OF CASE STUDIES

3.76 In this'sectioni, we refer to the salient features emerging trom
the case studies made, at our instance, of the planning and implementa-
tion of various ‘cooperative programmes in different States. The basic
objective of these case studies is to focus attention on the contribution
of the N.C.D.C. to these programmes and also the major shortcomings
in their planning§, financing and implementation. -
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3.77 Cooperative processing programmes in Maharashtra.—A detailed
-study of the promotional and financing role of the N.C.D.C. in the
»gooperative processing programmes in Maharashtra was made. This
study indicates that the promotional role of the N.C.D.C. in Maharash-
tra has been confinéa to circulation of model bluc-pnnts, advice,
suggestions and guidelines regarding locational planning, structural
and financial arrangements, etc. To quote from the Report of the
' study

“We do not find N.C.D.C. actively collaborating in or initiating
efforts at area planning or development of local resources in a given
district or area, though of course, it has attempted to render neces-
sary financial support to ventures organised in pursuance of such
planning. There was no instarice of any study undertaken by the
N.C.D.C. itself or initiated at its instance, of the local resources
which could be developed in a district, the potentxahtles for proces-
sing of ‘agricultural produce on cooperative lines and preparation
of project reports ‘'of feasibility studies in specific area like ground-
nut processing, cotton ginning, and pressing and so on. In Maha-
rashtra, this aspect of the promotional role was well taken care
of by the Cooperative Industries Commission established by the
State Cooperative Bank in the year 1961.”

3.78 In Maharashtra  the .commodity-wise as also area-wise-
Adetaﬂed planning of cooperative processing industries in done by the
Cooperative Industries Commission which has ‘a panel of technical
experts drawn from Universities, Government and the Industry to ad-
vise on the techno-economic fea31b1hty of setting up various types of
agro-industries in that State.

3.79 A significant feature has emerged from this study in Maharash-
tra. The financial assistance provided by the N.C.D.C. has not been
-adequate to meet the requirements of progressively expanding coopera-
tive sector in Maharashtra. For example, during the years 1966-67
to 1970-71, the State Government sanctioned share-capital assistance
of Rs. 706-93 lakhs to cooperative sugar factories in the State while
the assistance they got from the N.C.D.C. dunng those years was only
Rs. 93-55 lakhs. Similarly, in the case of spinning mills, the State
Government sanctioned an assistance of Rs. 50g- 76 lakhs, but the assis-
tance they obtained from the N.C.D. C. was only Rs. 71 -06 lakhs. This
is due to an inherent difficulty of the N.C.D.C. Assistance for these
programmes has been provided under centrally aided state plan schemes.
While the N.C.D.C. obtains funds from the Central Government, the
ceilings of assistance that could be released for states by the N.C. D.C.

is ldetermined by the Planning Commission/Finance Ministry with the
rcsu]t that the N.C.D.C. cannot provide assistance to a State Govern~
ment according to the requirements of the programme. In Maharashtra,
a large programme of cooperative sugar factories, spinning mills, etc.,
has been taken up because the State Government could find the neces-
sary resources for it. In other States, where the State Governments
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,could not find the necessary resources, the programme has necessarily
to suffer. The present procedure does not enable “the N.CG.D.C.
to operate the financial tool in such a mannerx as to ensure the desired
direction of development or shift to particular activities.”*

3.80 Oul Mills complex in Punjab.—At Khanna in Punjab, a modern
oil milling industry with, solvent: extraction and vanaspati plants has
been established in the cooperative sector at a cost of over Rs. 70 lakhs.
A case study made.of this project brings out the catelytic role played by
the N.C.D.C. in setting up this project. The N.C.D.C. took the
initiative in its organisation. It had obtained the services of an Ameri-
can expert fromr the Cooperative League of U.S.A. Thé services of

. this foreign expert were utilised by the Corporation for doing the pros-
pecting for this unit. ..Once the preliminary investigations showed
the potentiality for and-the possibility of, establishing an oil processing
complex in the area, the N.C.D.C. sold the idea to the State Government
and impressed upon them the need for setting up of this industry in the
cooperative sector. It also arranged for the preparation of the project
report by a leading machinery manufacturer. A loan assistance of Rs.
8 lakhs was also extended by the N.C.D.C. for this project through
the State Government.’ It associated itself with every stage of this
projeet and also influenced the choice of manchinery for this unit. At
the stage of licensing under the Inudstries (Development and Regu-
lation) Act, the N.C.D.C. pursued the matter with ‘the appropriate
authorities in the Government of India. To previde technical expertise
at the local level, the N.C.D.C. sanctioned assistance for appiontment
of a technical expert in the State Marketing Federation. The solvent
extraction plant went into production on goth November, 1967. Due
to various factors, the working and financial results of the solvent ex-
traction plant were not satisfactory. As the product of solvent extra-
ction plant is to be utilised by a vanaspati factory, at the instance of
the N.C.D.C. the Punjab State Marketing Federation agreed to take
over the solvent extraction unit and add a vanaspati plant to it at a cost
of about Rs. 32 lakhs. The oil mill complex in Punjab, thus, is largel y
the result of the persistent efforts made by the N.C.D.C.

3.81. Modern Rice Mill at Mandya.~A modern rice mill at a cost
of Rs. 26-23 lakhs has been established by the marketing cooperative
at Mandya in Mysore State. The capacity of the mill is 1-2 tonnes
per hour. A case study was made of the role of the N.C.D.C. in the
establishment of this mill. This study brought out that the N.C.D.C.
was closely associated with the promotion of this modern rice mill
programme at every stage. To quote from the Study Report : “In
fact, the modern rice mills in Mandya and other places would not have
come but for the assistance, initiative, guidance and interest taken by
the N.C.D.C. Itis true that the modern rice mills were set up as an
experimental pilot measure and the Department of Food, Government

*Source : Report of the Case Study on Cooperative Processing programme in
Maharashtra.
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and Ford Foundation took great initiative and Jeadership along

with the N.D.C.C., but the overall responsibility of financing the orga~

nisation

was largely placed on the N.C.D.C.”.

3.82 Processing Programme in Madhya Pradesh and Rajasthan—Lhe
case studies made of the cooperative processing programmes in Madhya
Pradesh and Rajasthan have brought out the following areas of weak-

ness .

(i)

(i)

(iii)

(iv)

V)

The mode! blue prints which were prepared by the N.C.D.C.
as guidelines were followed by the States without undertaking
separate feasibility studies '‘based on local conditions. The
corporation also did not have requisite technical staff to assist
the State Governments in the preparation of feasibility and
project reports for individual -units.

In respect of smaller processing units like rice mills, the N.C.
D.C. did not make a detailed study of the economic viability
of individual units, and released financial assistance on the
basis of proposals received from State Government.

Adoption of model blue prints circulated by the N.C.D.C.
in toto without attempting any modifications to suit the Jocal
situations, and the absenceé of adequate arrangements for
ensuring that each umit would be able to muster requisite
funds for the prompt completion of the project, led to a longer
gestation period for many units. Follow up action -to
ensure quck implementation and economic working of the
units was also inadequate. The N.C.D.C. did not have ade-
quate technical staff’ to - undertake any systematic develop-
‘mental inspections .or evaluation of various processing units.

In Madhya Pradesh, all the 75 cooperative rice mills were
reported to be functioning at a loss for the year 196g-70. A
major factor that -contributed to this is the levy system pres-
cribed by the State Government in terms of which the rice
mills had to surrender to ‘State Governments a certain per-
centage of rice milled by them at a fixed price which was
about Rs. 8 lower than the open market price. The study
conducted in respect of Mandya rice mills also brought out
that the Government policy of procurement of paddy seriously
inhibited the functioning of the rice mill to capacity as the
cooperatives who were procurement agents for the Govern-
ment were not allowed to purchase paddy on their own.

The model blue prints circulated by the N.C.D.C. did not
provide for working capital. . But the N.C.D.C. has since
remedied this lacuna and it has evolved a scheme for providing
margin money to the rice mills from out of 1ts won corpus.
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3.83 Storage Programme in U.P.—A case study made of the coopera-
tive storage programme in Uttar Pradesh has brought out the following
salient features

@)

S

{iii)

(iv)

(v)

‘The N.C.D.C. has been following a progressively liberal policy

in respect of financing the construction of godowns and cold
storages in the cooperative sector, Till 1967-68, financial
assistance from the N.C.D.C. to, the State Governments for
cooperative godowns programme’ was limited to 62} per cent
of the cost as loan and 12} percent, as subsidy. The State
Governments, in turn, were réqhirc‘d to’ give to cooperatives
75, per cent of the cost as loan and 25 per cent, as subsidy.
During 1967-68 and '.1968-69, the' N.C.D.C., on the basis
of studies conducted by it regarding the economic' viability
of godowns, provided . 50 per cerit of the cost as loan and 25
per cent as subsidy, and the State Governments were required
to provide to cooperatives 623 per ¢ent of the cost as loan and
37% per cent, as subsidy. In the Fourth Plan, the Central
assistance for all the schemes i5'70 per cent loan and 30 per
cent' subsidy. . But the N.C.D.C. has suggested tc the State
Govérnments to continue to provide-assistance to cooperatives
on the pattern. in vogue ‘in: 1967-68 and 1968-69g.

vl Y AL :
In respect of cold storages, the overall capacity generated in
Uttar Pradesh till 1970-71 exceeded the target of 40,000 tonnes
by 30 per cent.. .This was to be imputed tc special supple-
mentary programmes sponsoted by the N.C.D.C. under which
it provided.-100 per cent~ assistance to State Governments
over and above the plan ceilings

There has been a gradual improvement in the mechanism
of planning for copperative godowns. In the second plan,
the targets for construction of godowns were fixed on an ad-hoc
basis. In the Third and subsequent Plans, targets were fixed
in relation to overall performance, in ,tl)c previous Plan, felt
need of the areas, volume of business hiandled by cooperatives,
etc. The N.C.D.C. reviewed the targets fixed by the'State
Governments in the annual State Plan discussions and invaria-
bly raiscd them. - “The planping for storage programme
in the State actually started with the initiative and financial
assistance- of the Corporation™:

The cold storages and marketing godowns were located mostly
near the mandies.” However, some rural godowns were not
constructed at' suitable places' which- led to under-utilisation
of the capacity.

A basic weakness of this programme is the absence of technical
guidance to it which led to defective construction of godowns
in some cases., There is also no systematic follow up of the
programme by field visits of officers from .the N.C.D.C.
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(vi) The most discouraging feature of this programme is gross
" under-utilisation of the storage capacity. Detailed study
was made of 15 rural godowns, 4 marketing godowns and
2 cold storages. ‘““The sample data revealed tbat only g rural
godowns, 3 marketing godowns, and 2 cold- storages were
utilised for storage purposes. Further, of the g rural godowns
which were utilised for storage purposes, 2 were rented out
to Department of Agriculture and one to a private agency.
The vest were utilised by the societies or unions for their own -
business. It was also observed that at least one room or a
half in all the sample rural godowns was used for residential
purposes”., The main reasons identified for the poor utilisa-
tion were : poor working of societies, lack of adequate efforts
and funds to expand business, absence of godown keepers
and unsuitable sites. The existing level of utilisation of the
godowns would render them uneconomic and the coopera-
tives may not be able to pay back their loans with the income
accurihg from storage.

3.84 Cooperative Cold Storages in Orissa.—We have had a case study
made of the functioning of cooperative cold storages in Orissa where
14 such units were organised upto 1g69-70. Of these, 10 were commis~
sioned. All these cold storages were organised on the Initiative of the
State Government. A detailed study was made of two cooperative
cold storages. These were installed under the supervision of the Rural
Engineering Organisation of the State Government. But the building
construction of one of the units was defective and led to spoilage of pro-
duce stored in the cold storage. The Study Report has observed :
“Want of technical know-how with cooperatives in the line to man the
cold storage unit is the main bottleneck observed in the working of the
cold storage units in Orissa........ The N.G.D.C. thought of a scheme
for creation of a cadre of technical personnel to man the cold storage
units in the State. In the apex cooperative marketing society, the
N.C.D.C. created a technical cell for providing assistance on a tapering
scale........ The N.C.D.C. also suggested creation of a cadre of
personnel for manning the cold storage units, and a training programme
for persons already cmplpyed in the units is'also envisaged.”

SecrioN VI—ASSESSMENT BY OTHERS

3.85 Several Committees have examined the working of the N.C.
D.C. We have also, in reply to our questionnaires, received the views
of State Governments, State Registrars, national and state level federa-
tions. Their views and comments would be relevant to the overall
assessement of the performance of the N.C.D.C.

3.86 Dantwala Committce.— The Dantwala Committee on COOPeré.-
tive Marketing (1966) observed*® :

“We are glad to observe that recently, even within the limited
resources available with it, the Corporation has embarked on several

*Report of the Committee on Cooperative Marketing (1966)Paras 16, 12 and 13
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new schemes from out of its own funds outside the State Plan
Schemes. These measures have given an impetus to the State
Governments to hasten the pace of development of cooperative
marketing/processing. Thus, whereas during about a decade,
State Governments were able to assist the setting up of only 320
rice mills (including hullers), within a year of the Corporation’s-
decision to finance the entire scheme, as many as about™470 rice
mills have been assisted. Again the Corporation’s decision to sub-
sidies the entire cost has led to the establishment of promotional
and assessment cells in most of the apex marketing federations within
a short period.... These instances prove that the Corporation,
given suitable assistance, can play a useful role in promoting the
development of cooperative marketing/processing.... We consider
that the Corporation should be a counterpart of the Agricultural
Credit Department of the Reserve Bank of India is so far as de-
velopment of cooperative marketing, processing, storage gnd supplies
is concerned. For this purpose, it is necessary, that the National
Development Fund is sufficiently strengthened to enable it to play
its role fully”.

3.87 Study Group of Administrative Reforms Commission.—The Study
Group of Centre-State Relationships of the Administraitve Reforms
Commission (1967), which had occasion to study the working of the
N.C.D.C. some time back, had observed that* :

“To the extent the N.C.D.C. prepates model blue prints and guide-,
" lines in respect of plan schemes, provides technical guidance to
the States, sponsors and finances schemes of crucial importance
out of its corpus, provides liaison with other central ‘ministries,
and arranges for meetings of key officers at the state level, it may
be concluded that it discharges properly the function of providing
initiative and leadership. A good beginning has been made by,
the N.G.D.C. in arousing the interest of the states in cooperative
development”. ‘

3.88 The Working Group of Cooperation (1968) of the Administra-
tive Reforms Commission commented** :

“In fact, it has been able to get a minimum organisational set
up only in recent years. In spite of these limitations, the Corpora-
tion has initiated many measures which have contributed to the
progress of cooperatives in the field of marketing and processing
of agriculture produce. The efforts made by the Corporation
towards establishment of State level boards to attend to planning
and installation of processing plants, formation of techmical cells
at the levels of national and state marketing societies for giving
technical guidance to the processing units, formulation of model

sReport of the Study Group on Centre-State Relationships of ARC, Vol. III
Page 53.
**Para 14.32 of the Report of the Working Group on Cooperation.



60

blue-prints, introduction of central arrangements in certain States
for procurement of plant and machinery and construction materials
and continuous review of the pattern of financial assistance for the
processing units and the procedure for release of such assistance
have made possitive contribution to accelarate the implementation
of the cooperative processing programmes. The percentage of
preces sing units installed to those assisted was only 33 at the end
of Second Plan. "It rose to 49% at the end of 1962-63, 52% at
the end of : 1963-64 and 60%; at the end of 1966-67. ' The Corpora-
tion has also initiated' some schemes in. the nature of'*pace setting’
schemes. Among these, schemes for: setling up four solvent extra-
ction plants, three rice-bran oil mills; six modern rice mills, fabrica-
tion of agricultural implements by selected cooperative marketing
socieies,. establishment’ of formulation units for pesticidesfinsecti-
cides by apex marketing societies and establishing fertiliser mixing
plant in five selected apex marketing societies are worth ‘mentioning.
Many of these schemes were.initiated by the Corporation and
financed out of its own funds. In the field of marketing, the Cor~
poration bas functioned as the chief spokesman in'respect of the
problems of the marketing cooperatives before the Reserve Bank,
the State Bank and the Féod Corporation.: It has also initiate
studies. concerning . important aspects of marketing of jute, paddy,
etc. in selected aréas..” '

3.89 All India Rural Gredit Review Committee.—More recently, the
All India Rural Credit Review Committee, (1969)., observed that
“considerable amount of creditable work of a promotional nature has
been done by the N.C.D.C. in the last few years” though it could
not be said that the total achievement in this field had come up to the
earlier expectations based on the Rural Credit Survey .Committee’s.
recommendations due to certain administrative limitations.,. The
Committee suggested further examination of the question;of how best
the N.C.D.C. could'be strengthened and reorganised.to enable it ta
pay a more cffective role. C

3.90 Stale Governmenls.— a1ne general tenor oI reples received rom.
State Governments is that the N.C.D.C. has done useful work and its
continuance is necessary for promotion of cooperative programmes for-
marketing, processing -and storage of agricultural produce and supply
of agricultural .inputs. 'Somé State Governments are not satisfied
with the arrangements in the N.C.D.C. for providing technical help
and guidance and follow-up action on the various programmes. Some
of the State Governments havé emphasised the need for building up-
of expertise in'the N.C.D:C. The Madhya Pradesh Govérnment have
observed that the performance of the N.C.D.C. qualitatively and quanti-
tatively is satisfactory and that the procedure followed by the' Corpora-
tion has been flexible and responsive. The Kerala Government have
pointed out that the effective guidance and assistance of .the N.C.D.C.
have contributed to the building up of cooperative marketing and proces--
sing structure, better arrangements for finances, training of marketing_
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‘personnel, marketing practices and diversification:iof the activities of
marketing societies. The Haryana Government,- while commenting

on the useful role of the N.C.D.C., bave also pointed out that when the

N.C.D.C. was set up, it ‘was perhaps envisaged that it would play the -
same role in cooperative marketing as the Reserve Bank of India and

the Agricultural Refinance Corporation. in cooperative . credit; but

the N.C.D.C. has not been able to fulfil these roles effectively. The-
N.C.D.C., according to Haryana Government, has fuz ctioned as an

attached or subordinate office of the Ministry of Agriculture and is

more concerned with ensuring utilisation of funds than providing guid-

ance. That Government also suggested that the N.C.D.C. should be

adequately strengthened with competent technical staff for closer super-

vision ﬂiOf the projects financed by it and that it should open more regio-

nal offices. :

3.91 Registrars.—The replies. of Registrars follow the trend of the
respective State Governments. The Madhya Pradesh Registrar has
expressed the view that “‘the Corporation has succeeded in achieving
its .objective to 2 satisfactory extent”. The Registrar of West Bengal
has commented that no particular attention is paid by the N.C.D.C.
to local problems and bottle-necks which stand in the way of successful
implementation of schemes in West Bengal and that expert opinion and
technical assistance from N.C.D.C. were not always available. The
Registrar, Haryana has remarked. “ever since its inception in 1963,
it (N.C.D.C.) has been initiating various schemes and helping the State
Governments in executing them. It has, in a sense, been Initiating
various ideas and guiding the State Governments to formulate projects
and schemes..... The N.C.D.C. has played a significant role in 'the
achievement of whatever progress has been recorded in the cooperative
marketing sector’”. The views of the Registrar, Uttar Pradesh are :
“The contribution of the N.C.D.C. in whatever has so far been achieved
have been substantial. Much work of pioneering and even persuasive
nature done by the Corporation has gone behind whatever has been
achieved so far..... The Corporation has, by now, developed an
expertise which a Government agency can hardly achieve for obvious
reasons. It has become a clearing house for technical and commercial
information for the cooperative sector which cannot fall back uporf any
other agency..... The Corporation’s involvement in the filed activities,
its happy association with non-official cooperators, -its touch with pri-
‘vate and othe sectors, its somewhat flexible policies and programmes
to meet new demands and new challenges, and its forward looking vision
make it an ideal institution to promote and champion the cause of coopera-
tives. Its place can haidly be taken by an institution the character
and composition of which does not permit dynamism”, o

. 3.92 National and State Level Fede}ations.-—Th_é salient points contained
in the replies received from the national and state level federations may
now be summarised ! '

The N.C.D.C. has neipea the-various cooperative programmes.
The existence .of the N.C.D.C. has helped’ to'promote non-official
5—2GC.D. & C.{72
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participation in the  movement., The functions of the N.C.D.C,
do not overlap with thosé of national federations. The pattern
of assistance and procedure followed by the N.C.D.C., have been,
by and large, conducive to the growth of cooperative programmes,
The cooperative movement in various sectors would. however.
need larger assistance from the N.C.D.C.

3.93 The Tamil Nadu State Cooperative Marketing Federation
has observed : “The Federation owes its development in the past three
years entirely to the generous assistance provided by the N.C.D.C.
The N.C.D.C. has been taking a lot of initiative in the matter of imple-
mentation of various schemes by the apex federations and furnishing
useful information, advice, data and guidance besides financial “assis-
tance”. :

SecTION VII-~OUR ASSESSMENT

- 3.04 We are required to assess the extent to which . the objectives
for which the N.C.D.C. was established, have been achieved. In terms
of its charter as indicated earlier in this Chapter, the principal responsi-
bility of the N.C.D.C, is to promote planned development of marketing,
processing and stogage of agricultural produce and distzibution of essen-
tial requirements of farmers through cooperative societies, and to this
end, provide financial assistance for these activities through the State
Governments. To assess the N.C.D.C.’s performance, we have broadly
analysed the record of progress of various programmes with which it
is concerned and examined the contribution made by the Corporation
to influence the expansion and diversification of cooperative activities
as also its technical guidance to and supervision over, the implementa-
tion of various programmes,  The conclusions emerging from the
field studies we organised in eight States on different aspects of the

functions of the N.C.D.C., the replies we received to the questionnaires

issued to the State Governments, Registrars and national and state
level federations. The statistical data available in the publications
of the Reserve Bank, the Government of India and the N.C.D.C., and
the detsiled information furnished by the N.C.D.C, form the basis
for evaluating the overall role of the N.C.D.C.

3.95 The present N.C.D.C,, set up in 1963, is the successor to the
erstwhile N.C.D.&W. Board established in 1956. Since the inception
of the N.C.D.&W. Board and more so since 1963, the different program-
-mes . with which the N.C.D.C. is concerned, have registered striking
-progress as may !Je observed from the data furnished in para 3-14.
The value of agricultural produce bandled' by cooperatives increased
from about Rs. 175 crores in 1961-62 to nearly Rs. 600 crores in 1969-70;
during the sanie-period, fertilisers distributed by cooperatives regis-
tered a sharp increase from Rs. 32 crores to Rs. 232 crores; the share
.of cooperatives in the total production of sugar in the country rose from
1°5% in 1955-56 t0-33-347 in 1969-70 ; the owned storage capacity
-vailable with cooperatives to facilitate marketing and distribution
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functions, expanded from 7-5 lakh tonnes in 1961-62 to 27 million
tonnes in 1969-70. The principal targets fixed for cooperative market-
ing and processing in the Third Plan were either fulfilled or exceeded.
The Third Plan envisaged that cooperatives would handle agricultural
produce worth Rs. 360 crores in 1965-66.* The coopetatives fulfilled
this target. - The Third Plan envisaged organisation of 680 processing
units; the achievement was 1021. While reviewing these programmes,
it is important to note that cooperative marketing, processing and storage
programmes constitute a relatively new filed in the cooperative sector
compared to cooperative credit. Conscious efforts to develop these
programmes on 2 planned basis was taken up only since 1955-56 when
the erstwhile N.C.D.&W. Board .was also established.

3.96 The last few years bave witnessed significant diversification
of the activities of the cooperatives. Cooperative marketing was
till recently, confined to marketing of commercial crops, particularly
sugarcane and cotton. Cooperatives have now entered the foodgrains
trade in a2 big way. The value of foodgrains handled by cooperatives
in 1961-62 was Rs. g2 .crores ; in 1968-69 it was Rs. 222 crores. The
indications are that cooperatives will progressively improve on their
past performance. To illustrate, the total quantum of wheat procured
by cooperatives in 1970 season was only 7 ‘80 lakh tonnes ; it has exceeded
2 million tonnes in 1971. Another encouraging development is the
expanding inter-state trade for the sale of produce in terminal markets
to secure better prices. The value of inter-state business was only of
the order of Rs. 1 crore in 1962-63; in 1968-69 it exceeded Rs. 56 crores,
In the field of processing, cooperatives are entering secondary and tertiary
stages of processing of agricultural produce and agro-industrial complexes
are coming up in the cooperative sector. As an aid to agriculture,
cooperatives have a commendable record to their credit in providing
farmer’s access to fertilisers through a vast net:work of retail depots.
This activity, they initially undertook more as a service function than
as a business proposition. - Cooperatives are now equipping themselves
to streamline their distribution system to cope with the keen competitive
conditions to which they have now been exposed.

3.97 In assessing the contribution made by the N.C.D.C. -to the
implementation of vaiious programmes, it has to be noted that the direct
responsibility for implementation of programmes vests in the State
Governments; the Corporation is to operate through and in collaboration
‘with the State Governments. The N.C.D.C.’s role, therefore, is to
be assessed by its contribution to the overall planning and financing
of these programmes, shaping the policies of the Central Government,
public sector financial institutions and _busincss organisations at the
all-India level in respect of the support extended to cooperative activi-
ties, provision of expert guidance and assistance in the formulation of
different programmes, and constructive supervision over and periodical
review of the programmes. ‘

*Page 40 of NCDQ's Review for the year 1965-66.



3.98 Our study of the various aspects mentioned above, points
to the useful role played by the N.C.D.C. in planning and developing
a strategy -for expansion and diversification of cooperative activities.
In the field of cooperative marketing, the: emphasis of the N.G.D.C.
has been on the structural improvement of cooperative marketing socie-
ties, forging an effective link between cooperative marketing and credit
on the one hand, and also among different levels of marketing societies
on the other, s¢ that an integrated system of cooperative marketing
is developed for the benefit of the farmer. To improve the operational
efficiency of the cooperative marketing structure, the N.C.D.GC. has
been pursuing the creation of common cadies of key personnel with-
the state marketing federations and State Governments and it has also -
been evolving arrangements for the training of personnel at different
levels. . The scheme formulated and *financed by the N.C.D.C. from
its own funds for the creation of promotional and technical cells in all |
state cooperative marketing societies and national federations has consi- -
derably facilitated diversification and expansion of the activities of
cooperative marketing and processing societies. As already pointed
out, the very considerable expansion which has taken place in  recent
years in the marketing of foodgrains by cooperatives can, to a signi-
ficant extent be related to the special efforts of the N.C.D.C. as a contri-
butory cause.

3.99 Moreover, it is doubtful whether the expansion and modera-~
nisation of rice milling industry in the cooperative sector and the growth,
generally, of cooperative agro-industrial complexes in the country would
have taken place on the scale actually witnessed but for the initiative
and support of the N.G.D.C., The Annual Report of the N.C.D.C.
for 1964-65 says¥ :

“In the context of a large programme .of cooperative marketing
of foodgrains and in view of the existing small capacity of rice-
milling in the cooperative sector, the Corporation, in its meeting,
beld in October 1964, decided that an expanded programme of
cooperative processing of paddy should be taken up and that the
funds for this programme should be provided by the Corporation
to the extent of 100%, of the requirements. This assistance would
be provided to the State Governments out of the accumulated
funds of the Corporation by way of loans to enable them to aid
the concerned cooperatives in the form of share capital, -etc.”

The Corporation provided assistance to the extent of Rs. 11 crores from
its own corpus for rice-milling programme. Further, as mentioned
at paras 381 and 3°82, the modern rice mills in Mandya and other
places would not have come up but for the guidance and assistance
_provided by the N.C.D.C.

“#Pages A-g of the Annual Repert oft £ NGDC for 1964-65. -
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3.100 The' case study made of thé cooperative oil mill complex
at Khanna in Punjab, to which a reference has been made in para 3+8o,
brings out the active role of the N.C.D.C. at different stages in the for-
mulation and implementation’ of this project including arrangements
for feasibility studies, preparation of project report, choice of machinery,
obtaining .of licence for the unit and ensuring availability of funds for
the financing of the project. The Registrar, Uttar Pradesh, has indicated
in his reply to our questionnaire that the cooperative textile mill at
Bulandshar would not have taken shape but for N.C.D.C.’s effective
“‘sponsoring and pleading of its Cause with institutions which are tra-
-ditionally "cold towards cooperatives”. Our enquiries show that a
-similar catalytic role was played by the N.C.D.C. in the setting up of
large-sized fruit and vegetable units in recent years. Examples may
be cited from the Coorg district in Mysore State and Vellore in Tamil
Nadu. It may be added that, with the assistance provided by the N.C.
D.C., the National Agricultural Cooperative Marketing Federation
is installing a large-sized multi-commodity, fruit and vegetable processing
anit at Deihi.

3.101 To encourage development and diversification of large-
sized processing units in the cooperative sector, the Corporation decided
in 1964 to provide long term loans to State Governments upto 100%
of the share capital contributed by them to cooperative processing units
with a block cost exceedirg Rs.* 20 lakhs. On the basis of the Report
of the Committee on “Financing of Cooprative Processing” set up by
the N.C.D.C., a central sector scheme for financing small and medium
size processing units is being operated by the N.C.D.C., as already
mentioned in para 3-50.

3.102 In the field of fertiliser distribution, the N.C.D.C. has been
directing its efforts to the streamlining of the cooperative distribution
afrangements so that the apex marketing federation, the primary mar-
keting societies and the primary credit societies function as an integrated
system for providing efficient service to the farmers in the new context
of free trade in fertilisers. The Corporation is assisting the cooperatives
in sorting out their problems with fertiliser manufacturers. The Cor-
poration is providing assistance fiom its own funds for the setting up
of granular furtiliser mixing plants and also for soil testing laborato-
Ties.

3.103 The case study of the cooperative storage in U.P. shows
that “the planning for storage programme in the State actually started
with the initiative and financial assistance of the Corporation. During
1966-67, the Corporation sponsored a supplementary programme for
the setting up of .cooperative cold storage under which assistance was
provided by the N.C.D.C. from its own corpus to State Governments
outside the state plans..

*Page 33 of the Annual Report of NCDC for 1964-65.
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3.104. With the increasing social controal over trade in foodgrains
and other commodities and the emergence of. public'sector business
and manufacturing organisations like the Food Corporation, the Cotton
Corporation and the Fertiliser Corporation, there has arisen the need
for an effective link between cooperatives on the one hand and these .
public sector organisations on the other. At the all-India level, the
N.C.D.C. maintains contacts with the Corporation and seeks the help
of the Central Government in order that due weight is given to the co-
operative sector, and due consideration to its problems, in the formula-
tion of policies and procedures. The N.C.D.C. also serves a useful
purpose in planning the financial requirements of marketing and proces-
sing cooperatives before institutions like the Industrial Finance Corpora-
tion and the Reserve Bank.

3.105 While the N.C.D.C.’s role in terms of initiative, promotion
and coordination has thus been of considerable importance, the same
cannot be said of the part played by this institution in certain other
spheres. The data before us, including case studied and replies, indi-
cate that the N.C.D.C. has not been in a position, except in a few con-
texts, to provide the range of experties necessary for the technical formu-
lation of plans and projects, It is now trying to make good, to the extent
practicable, this hiatus in its organisation. Similar lack of staff has
prevented its follow-up action on the implementation of various pro-
grammes being as deffective as it could otherwise have been. The
financial support extended by the N.C.D.C. was significant and very
often crucial; but here again, it fell far short of the expanded require-
ments. Another aspect may be mentioned. While the overall progress
is striking, it is unevenly distributed between different States and between
different areas within the same State. This of course is a common
feature of practically all development programmes in the country,
and not merely those with which the N.C.D.C. happens to be associated.
Even so, no concerted effort has till recently been made by the N.C.D.C.
to promote programmes for backward areas on a priority basis. We
note, however, that the N.C.D.C. has now taken a decision to pay special
attention to the development of certain cooperative programmes in

backward areas and 4lso to strengthen its administrative machinery
for this purpose.

3.106 To sum up . ws suinmg prugicss rcuurucy vy varous cos
operative programmes, the planning and promotion of which is the res-
%onmbmty of the N.C.D.C. under its Chafter, does credit to the N.G.

).C. The influence of the N.C.D.C. on these programmes is more
significantlly over the overall planning and strategy of development
than over the technical content or the mechanism of implementation.
Excepting for some pilot schemes, the N.C.D.C. could not attempt bold
programmes of development, particularly in underdeveloped areas,
from its own funds. The assistance provided by the N.C.D.C. also did
not match the requirement of fast expanding programmes in certain
States. The N.C.D.C. was financially ‘straight-jacketed’ and its auto-
nomy limited. It clould net-also -develop-adequate-staff-to-provide
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support to the programmes sponsored by it. These factors have tended
to restrict the N.C.D.C.’s impact on various programmes, both in terms
of magnitude and of quality. Our assessment of the performance of
the N.C.D.C. is that it has made a significant contribution towards
developing the potentialities of the programmes entrusted to it. If
its achievement is satisfactory in relation to resources and restraints,
the promise it holds out for the future is even better in the context of
what can be done by way of reorganisation and what needs to be done
by way of development. But for the restrictions which came to be
imposed on it in a manner inconsistant with the original concept—
the three-fold lack of autonomy, funds and staff—, its impact on the
implementation of the programmes would have been far more effective
than it has been, and its contribution to integrated cooperative develop-
ment much more in consonance with Parliament’s intention when

first in 1956. and thereafter in 1962, it helped establish this important
institution at the national level.



CHAPTER IV
- SCOPE. OBJECTS AND FUNCTIONS

Introduction-—The preceding Chapters have been devoted to 2
study in retrospect.of the N.D.C. A major term of our reference is
“to examine whether there is need for the continuance of the Corpora-
tion ; if so, to suggest modifications, if any, in the scope of its existing
activities as provided under the N.C.D.C. Act, 1962........ ” Some of
the questions which need to be answered are— ‘

(i) Do the emerging needs of agricultural progress and policy—
including marketing and other support on the one hand for
larger production and on the other, for the weaker producer—
give added or new justification for an all-India institution

like the N.C.D.C.?

(i1) Does such an institution unjustifiably encroach on the
functions of the State Governments or un-necessarily duplicate
the efforts of the Central Government or prejudicially affect
the prospects of de-officialisation of the co-operative move-
ment ?

(1i1) If, in the light of the answers to the foregoing questions, the
continuance of the N.C.D.C. is adjudged necessary, in what
marnner should its objects and functions be e1 larged or modi-
fied in their scope and how should the institution itself be
equipped for the new tasks it is required to undertake ?

We deal with these issues in the paragraphs which follow.

4.2 The new Context.—The basic objective of the N.C.D.C. is
to plan and promote programmes for processing, storage and marketing
of agricultural produce and for supply of modern inputs for agriculture.
The need for these supporting services for agriculture has acquired an
altoghether new dimension in the context of the break-through in agri-
culture. When the N.C.D. & W. Board, the predecessor to the present
N.C.D.C,, was established in 1956, Indian agriculture was substantially
deficit in terms of overall production and almost static in terms of overall
productivity. The situation has since changed and is fast changing
further. The introduction of high-yielding varieties of seeds, combined
with exploitation of underground water resources and intensive use
of fertilizers, has begun to pay rich dividends to the country. The
wheat revolution is an accomplished fact in north India. Hopefully,
we are on the threshold ofia major technological break-through in rice
production and, though perhaps less hopefully, in dry farming tech-
niques The traditional deficit in food seems about to be replaced
by self-sufficiency. The total food production is reported to have
reoched 108 million tonnes during 1g70-71 and is expected to be
arcund 113 million tonnes during the current year.

68
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- 4.3 Supporting facilities for agriculture—~The new levels of production
ﬂla.vq brought_y:ith them a new set of problems. To illustrate this, it
may.be mentioned that the procurement operations of the Cential
and State Governments were earlier directed to mopping up foodgrains
for equitable public distribution through fair price shops and the ration-
ing system. The mechanism of procurement was more in the nature
of a civil supplies operation inducing or requiring the farmer to part
with his produce for the public distribution system, In contrast, the
current year witnessed massive market arrivals of wheat in Punjab,
Haryana and Uttar Pradesh. Procurement acquired a new dimension.
‘The Operations of the Food Corporation of India were directed to
providing minimum support price to the farmer so that his incentive
for larger production might remain unimpaired. . The Food Corpora-
tion or the State Government cannot, however, reach the villages and
establish direct contacts with the farmers to ensure the minimum price
to them. It is here that the need for an institutional structure like
co-operatives which have a. direct link with their farmei-members
assumes crucial importance.

4.4 Credit is vital to the modernising of ‘agriculture. Cooperative
credit has recorded substantial expansion in recent years. Short and
‘medium term credit advanced by primary agricultural credit societies
to the farmers wds stepped up from Rs. 340 crores in 1965-66 to nearly
Rs. 600 crores in 1970-71; during the same pericd, developmental
finance provided by land development banks increased from Rs. 58
crores to Rs. 170 crores. Even so, the quantum of agricultural credit
disbursed by cooperatives is inadequate in relaton tc the much larger
credit now needed on account of the break-through in agriculture,
Further expansion of cooperative credit activity has necessarily to
be accompanied by proporiionate marketing activities to serve as
a built-in mechanism within the.co-operative structme for the prompt
recovery of an expanding voluine of co-operative agricnitnral credit.

‘4.5 Large scale expansion of marketing activities of co-operativés
has necessarily to be accompanied by intensive development of facilities
for processing and storage of agricultural produce in the co-operative
sector. Innovations in agricultural technology which have triggered
off the process of modernisation of agriculture, call for a massive develop-
ment of supporting institutional infra-structural facilities for processing,
storage and maiketing of agricultural produce. In fact, planned
promotion of. these facilities - constitutes an integral part of the overall
natiorial policy of agricultural development. As observed by *Carl
Thomsen : “Some of the most spectacular periods of expansion have
in fact coincided with times of important technical and economic change
as farmers.came to appreciate that the co-operatives would make them
better able to meet the new conditions”. Technological progress has
already begun to outgrow institutional facilities for supporting agri-
culture. There is the great risk of these facilities lagging behind and
inhibiting rapid agricultural growth unless conscious efforts are made

*<International Explorations in Agricultural Economics’ Page 272.-
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to develop and infrastructire consisting of a vast net-work Or wsu-
tutional facilities. The need for, and the utility -of, an’organisation
like the N.C.D.C. for planning and piomoting these facilities within
a co-operative framework assumes special significance in this context.

4.6 Trends in agricultural finance.—There are other major trends
in recent years which point to the need for a planning and promotlona_.l
organisation for co-operatives at the nationa! level. Institutional credit
is being incieasingly utilised as an instrument of agricultural develop-
ment. New financing institutions like the Agricultural Refinance
Corporation and the Rural Electrification Coiporation have been
established. A significant feature of the mechanism of operation
of these institutions is to finance development of selected compact areas
or specific projects. The project approach envisages the financing
of a project for, .g., agro-industries on the basis of a survey of raw-
material availability, technical feasibility ‘and economic viability.
The area development approach implies, among otber things, a2 pre-
investment survey of natural resources for the overall developments
of the area together with an assessment of the financial resources required
for investment on land, or, for acquiring productive assets, or for esta-
blishing facilities for processing, storage, transport and marketing. The
area development approach is essentially the co-ordination of all the
factors necessary for the development of a given area. In such. an
approach, the strengthening of the infrastructure is no less impor=
tant than the supply of inputs. The World Bank, it may be noted,
has begun to take a keen interest in the financing of agricultural projects
‘on the basis of area development. *¢‘An interesting featuze of the Bank’s
lending to the agricultural sector is the emphasis now being put on
the provision of funds for general agricultural development projects,
designed to sti mulate the output of cash crops or to diversify production
into new crops having export or domestic sales potential. Such projects
which generally aim at assisting small holders to increase their output
and earnings, often require measures of institutional reform or changes
in credit, marketing, price or fiscal policies. ~As a result, the prepara-
tory work may be lengthy, but this is justified by the large impact which
such projects may have on the economies of the countries concerned,
both in terms of the growth in income and in promoting the shift towards
a market oriented . agriculture............From 1g9y2-73 onward
it is planned to put forward annually for I.B.R.D./I.D.A. approval
some 60 purely agricultural projects. This is expected to result in
a volume of lending by the Bank over the next ‘5 years equal to the
cumulative total bank loans to the agricultural sector in the entire
period before 1969”. An important recommendations of Sir Robert
Jackson’s Report (1969) on ‘A Study of tbe Capacity of the United
Nations Development System’ is also the introductioon of the ‘Country
Programming’ of technical! assistance and pre-investment activities,

*‘State of Food and Agriculture 1970"—page 27.
State of Food and Agriculture 1970’--page ‘153.
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integrating as far'as possible-all the imputs from the various. components
of th¢ United Nations Development System, and gearing them closely
with the development plans and objectives of each country. The
World Bank’s assistance will of course be routed tbrough the Government
of India and the appropriat financing institutions in the country.

4.7 Financing institutions like the A.R.C,, R.E.C,, L.F.C., commer-
cial banks, etc. operate om a nation-wide scale. To sponsor and
promote area development programmes which are pioject based in
their formulation and co-operative in their orientation and, further, to
ensure that such programmes obtain adequate institutional finance
are tasks which are best perfomred by a high-powered technically-
equipped central co-ordinating agency, The N.C.D.C., we consider,
is well suited to undertake this role.

4.8 Weaker Sections.—Growth with social justice is the key-note
of our economic planning. ““The new agricultural strategy has tended
to accentuate the disparities inherent in tbis situation of a highly
skewed land distribution and the large pioportion of cultivated areas
dependent on dry farming. Although in certain areas, the new tech-
nology has resulted in an increase in the demand for agricultural labour
and a rise in agricultural wages, the new strategy, by and large, has
tended to by-pass the marginal cultivator and the landless labourer®”

4.9 SED.A. & MFAL. Projects.—A major emphasis in the
Fourth Plan is on the formulation and implementation of special pro-
grammes to benefit the weaker and more vuinerable sections of the
rural population besides re-orientation of programmes for agricultural
credit, minor irrigation, animal husbandry, etc., to benefit the small
farmers and the agricuitural labourers. Two central sector schemes—
Small Farmers Development Agency (S.¥.D.A.) and Agency for
Development of Marginal Farmers and Agticultura) Labourers (M.F.A.L)
—are under implementation in the Fourth Plan to help exclusively the
weaker sections in the rural areas. The 46 S.F.D.As. in the country
will each cover approximately 50,000 small but potentially viable
farmers with ' land holdings between 1—2 hectares, and the 40
M.F.A.L. will each cover 20,000 marginal farmers with land holding
of 1 hectare, and agricultural labourers. The total Government outlay
on these projects in the Fourth Plan isexpected to be of the order of
Rs. 115 crores—about Rs. 1-5 crores on each S.F.D.A. and Rs. 1 crere
on each MLF.A.L. project. This large Government outlay is expected
to stimulate flow of institutional finance to the extent of Rs. 300 crores
to the participants in these programmes.

4.10 While the focus in the S,F.D.A. projects will be on intensive
agriculture to render the small farmers viable by providing them access
t0 modern technology, credit and other inputs, for the large class of

*Towards Growth with Social Justice’—An outline of some programmes included
inthe Budget for 1970-71. - ‘ : .
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‘marginal farmers and agricultural labourers, the emphasis is mainly on
employment - and - market oriented programmes. The M.F.A.L.
projects are to be centred round areas of consumer demand so that
there will be scope for development of employment oriented activities
such as poultry and dairy farming. Each S.F.D.A. and M.F.A.L.
project will have a separate Agency registered under the Soc1ct1es‘
Registration Act, ' In some areas, the same Agency will serve small
farmers as also marginal farmers and agricultural labourers. - The
functions of the Agency will be to identify those eligible to be covered
under the scheme, assess their problems, and formulate specific
programmes for various types of economic activities with. a view to
increasing productivity and providing employment and income
opportunities. The role of the Agency is that of a catalyst which will
ensure that credit, inputs and services for processing, storage and
marketing 1equired by the participants in the programme are
provided - by institutional agencies.

4.11 Much of the empbasis in these programmes 15, tnerefore
on the development of an institutional framework, particularly co-
operatives, for implementation of various economic programmes for small
farmers, marginal farmers and agricultural labourers. One of the
basic criteria for the selection of areas for these projects is the presence
of an infra-structure of co-operatives which should provided credit and
other supporting services. The Agencies which are being set up to
‘administer these schemes are temporary in nature and, in this context,
the co-operatives which are to provide the necessary infia-structural
facilities, will continue the efforts of the Agencies.

4.12 Provision of credit has-a central place in these projects and
one of the principal functions of the Agencies is to stimulate flow of
credit from co-operatives and other banks to the participants in these
programmes., To encourage co-operatives:to give progressively in-
creasing loans to the weaker sections, the Agency provides grants to
co-operatives towards-a risk fund,” Another major area where co-opera-
tive activities are to be intensified is processing, storage and marketing
-of agricultural commodities and dairy and &nimal husbandry projects.
Integrated schemes need, therefore, to be evolved in these areas for
Tinking provision of credit to participants with extension services, dis-
tribution of inputs and creation of common facilities for processing,
storage and martketing .of products, The scheme envisages that the
Agencies will help in strengthening the existing co-operatives and in
the organisation and development of functional co-operatives for dairy,
poultry, etc. These co-operatives will receive subsidy from the Agencies
for stzengthening their staff. For co-operatives which set up godowns,
processing units, etc., the Agencies will provide subsidy, the extent
of subsidy , being determined on the basis of economics of each tvpe
‘of activity

413 Thus, .in. the implementation ‘of these special piogrammes
designed to assist the weaker sections of the rural community, co_
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operatives have a crucial role to play. Continuous 'studj\( and evalua-
tion of these programmes in so far as they relate to co-operative pro-
cessing, storage and marketing and distribution of inputs, is necessary.
Only on the basis of such evaluation it will be possible to adapt co-
operative programmes to the needs of the weaker sections, to design
special economic programmes suited to small farmers, artisans, labourers
and tribals to evolve appropriate structural, administrative and financial
arrangements for the purpose in view. In such an effort, it would
not only be advantageous but essential to ensure that requisite attention
and coordination are available at the all-India level through an orga-
nisation like the N.C.D.C.

4.14 Backward Areas—As we indicated in an earlier Chapter,
the co-operative economic activities relatable to processing, marketing,
and storage are still at a low ebb in the eastern region of the country,
in Rajasthan and also in large pockets elsewhere like the eastern U.P.,
Telangana area in ‘Andhra Pradesh and the Marathwada region in
‘Maharashtra. Similarly, there is considerable scope for development
of cooperative activities in tribal areas like Bastar in Madhya Pradesh
and Srikakulam in Andhra Pradesh. Tribal co-operative corporations
have come up in some States like Andhra Pradesh, Madhya Pradesh
and Bihar. - But the impact of these corporations on the tribal economy
remains, by and large, marginal. Development of cooperatives in
the backward as well-as tribal areas is a field where the N.C.D.C. could
substantially assist the State Governments in developing special co-
operative programmes based on systematic surveys and studies. The
N.C.D.C. could sponsor experimental schemes in these areas, and if
necessary, finance such schemes from its own funds so that institutiona-
funds could be attracted later for large scale development of such pros
grammes. :

4.15 Co-operatives vis-a-vis Public Sector Organisations.—Recent years
have witnessed the emergence of a numkter of public sector organisations
for production of key inputs for agriculture like fertilisers and seeds,
and also commodity corporations like the Food Corporation, the Cotton
Corporation and the Jute Corporation. The underlying  objective
of these organisations is that they will function with responsibility to
the community and, from the commanding position they enjoy, exert
a salubrious influence on the market, in general, in their respec-
tive spheres of activity. As co-operative institutions are informed
by social purpose, they could help these organisations fulfil their
social and economic objectives through the net work primary co-
operatives which have direct contact with the farmers. A closer business
link between co-operatives and these public sector undertakings would
be to their mutual advantage, and to the ultimate benefit of the farmer.
The overall policy of the public sector organisations towards co-opera-
tives will, of course, be determined by the Government. In the co-
operative sector also, functional federations have been established
at the national level. It would be the primary responsibility of these
federations like the National Agricultural Co-operative Marketing
Federation, all-India Federation-of Co-operative Spinning Mills, etc.,
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to deal directly with these public sector 'organisations. Even so; 4
statutory organisation like the N.C.D.C. has a positive role to play both
in the matter of helping national and state level federations to establish
closer association, including operational likns, with the public sector
institutions, and of advising the Government on the directives to be
given or other steps peeded from time to time in order to render such
coordination effective and fruitful.

4.16 The new agricultural situation’ emerging in the country,
the use of institutional credit for agricultural development, the accent
on special co-operative programmes for weaker sections as also for
backward areas, the closer coordination between public sector insti-
tutions and co-operatives—all these are developments which re-inforce
the need for continuance of the N.C.D.C. The general tenor of replies
we have received in response to the questionnaires which we issued
to State Registrars, co-operative institutions, etc., are : continuance of
the N.C.D.C. is necessary for promotion of cc-operative programmes
for processing, storage and marketing of agricultural produce and
distribution of agricultura) inputs : activities of the N.C.D.C. may be
extended to cover dairy, poultry, fishery, etc., the N.C.D.C. should
be strengthened with adequate resources and it should equip itself
with competent technical expértise. The working Group on Co-operation’
set up by the Administrative Reforms Commission has urged ‘the -
continuance of the N.C.D.C. hnd also recommended the expansion
of its activities to cover industrial co-operatives, consumer co-operatives,
etc. The Dantwala Committee on ‘Co-operative Marketin?’ suggested
widening the scope of the activities and strengthening of the finances
of the N.C.D.C. The All India Rural Credit Review Ccmmittee
- (1969} observed : “The probleme of how best the N.C.D.C. could be
strengthened to play an active role originally envisaged for it, therefore,
needs to be examined.’

4.17 Does N.C.D.C. encroach on the activtties of State Governments.—
In terms of the Seventh Schedule to the Constitution ‘Co-operative
Societies’-is a State Subject and the legislative and executive respon-
sibility for the promotion of co-operatives rest with the State Govern-
ments. The State Governments have enacted Co-operative Societies
Acts for the incorporation, regulation and winding up of co-operative
societies in their respective States. As the N. C. D. C. 1s concerned
with the promotion of certain economic activities through co-operatives,
a view has been expressed that the N.C.D.C’s activities might tend to
be an encroachment on the functions of the State Governments.
It is important to note that, both in concept and in practice, the func-
tions of the N.C.D.C. do not by-pass State Governments; on the other
hand, the Corporation has baen functioning only through State Gov-
ernments, While defining the functons of the erstwhile N.C.D.
& W. Bonard, the predecessor to the present N.C.D.C., the Rural Credit
Survey Committee observed : “The first of these functions may be
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described as the planning and coordination (and the findncing in part)
of a country-wide plan for the development, atand above tbe rural
base of state-cum-co-operative economic activity. The plan itself will
consist of individual programmes for different States which will be drawn
up in conjunction with the Governments of those States. It is of course
the State Governments, to whose sphere this directly pertains, that
will be responsible for the fulfilment of the programmes through the
co-operative departments and institutions. The reponsibilities of
the Board will therefore be confined to planning and initiating action,
coordinating it and, to the extent necessary, financing it and otherwise
supporting 1t.*”’ '

4.18 Within the present political and administrative set up in
the country, it is inconceivable that cooperative development can be
promoted in a State irrespective of the policy, priority or actual parti-
cipation of the State Governments concerned. The N.C.D.C.is to
be a central agency whose roleis that of a promoter, innovator, coordi-
nator -and, to the extent necessary, financier. It has to function in
conjunction’ with, and through, the State Governments so that the
Co-operative projects it. promotes in defined sectors form an integral
part of the overall development of the co-operative programmes for the
implementation of which the respective State Governments are res-
ponsible. The basic objective of the N.C.D.C. should be to help State
Governments stimulate the process of the co-operative development in
the States,

4.19 An aspect which is generally overlooked while  discussing
the constitutional responsibility for co-operatives, relates to national
co-operative organisations and other inter-state co-operatives whose
objects extend beyond' one State. Although ‘Co-operative Societies’
is a State Subject, “incorporation, tegulation and winding up of Cor-
porations, whether trading or not, with objects not confined to one State,,
but not including Universities.”” is enumerated as a subject under Entry
44 in the Union List in the Seventh Schedule to the Constitution. Thus,
constitutionally, co-operative societies with objects extending beyond
one State come under. the legislative and executive jurisdiction of the
Central Government. Such co-operatives are governed by the Multi-
Unit Co-operative Societies Act, 1942 which is a Central Act. We
referred in the earlier Chapter to the emergence of functional federations
at national level for co-operative marketing, co-operative sugar factories,
etc. The N.C.D.C. has a special responsibility in promoting and assis-
ting such federagions directly, for, no single State Government could
be expected to provide direct assistance to such organisations whose
objects extend beyond one State. |

4.20 N.C.D.C. and Department of Co-operation.—It may be recalled
that the Public Accounts Committee (1969-70), remarked that they
“have reasons to doubt whether the existence of an official organisation
like the National Co-operative Development Corporation in the co-
operative sphere, besides the Department of Co-operation is at all

*<General Report™—page 419,
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necessary”’, :The two main issues that arise for ‘consideration in this
connection .are : Is there any duplication’ of functions between the
N.C.D.C. and the Union Department of Co-operation? = What should
be the relative role of the N.C.D.C. and the Union Department of
Co-operation ? Until December 1958, the work relating to co-opera-
tion was handled by a small division in the then Ministry of Food and
Agriculture. By a Presidentia] Order dated the gist December, 1958,
the Union Department of Co-operation came into existence and was
made a part of the then Ministry of Community Development, which
was re-designated as Ministry of Community Development and Co-
operation. Later, in January 1966, the Ministry of Community
Development and Co-operation was merged with the Ministry of Food
and Agriculture to form the Ministry of Food, Agriculture, C.D. and
Co-operation, which is now called the Ministry of Agriculture.. The
Union Department of Co-operation now forms part of the bigger com-
plex of the Ministry of Agriculture which deals with Food, Agricul-
ture, Community Development and Co-operation. The subjects that
nhave been allotted to the Union Department of Co-operation are :

(1) Agricultural credit and indebtedness in the co-operative
sector. : '

(ii) Co-operation in agricultural sector.
(iii) Matters relating to National Co-operative Organisations,

(iv) Incorporation, regulation and winding up of ce-operative
societies with objects not confined to one State.

(v) National Co-operative Development Corporation.

(vi) Training of personnel of co-operative departments and co-
_operative instituticns (including education of members, office
. bearers and non-officials}.

The Department of Co-operation has also been made responsible for
basic co-operative policies and for co-ordinating co-operative activities
in al) sectors. The functional Ministries are responsible for the for-
mulation and implementation of programmes within their respective
spheres. The subjects mentioned in the allocation of business rules
Jisted above do not, however, include the following matters which aré
also dealt with by the Department of Co-operation : consumer, labour,

and ngn-agricultural co-operatives such as urban banks, thrift and
credit societies etc. :

4.21 The Department of Co-operation comprises the following
Divisions : | ' '

(i) Credit and Plan.
(ii) Consumer Co-operatives.

fiiit Co-operatives for Weaker - Sections, co-operative farming
and .also work relating to co-operative marketing, processing,

storage and supply.” -
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(iv) Co-operative Training.
(v) Administration and pub]iéity.
(vi) Administrative Intelligence.

An Additional Secretary is in overall charge of the Department of
Co-operation besides looking to some of the items of work in the Depart-
ment of Agriculture like minor irrigation, fishery, etc. ‘The Adminis-
tration and Publicity Divisions in the Department cater to both the
Departments of Community Development and Co-operation. One
Joint Secretary is in charge of the divisions of credit, planning, training
and adminjsration. Another Joint Secretary is in charge of consumer
co-operatives, matters relating to co-operative marketing, processing,
storage and supplies, co-operatives for weaker sections and adminis-
trative intelligence. There is no whole-time officer at any level in
the Department of Co-operation exclusively for work relating to co-
operative marketing, processing, storage and supply.

4.22 The Union Depairtment of Co-operation thus deals with
agricultural credit and indebtedness in the co-operative sector, co-
operation in the agricultural sector, matters relating to national co-
operative organisations, adminsitration of the Multd-Unit Co-operative
Societies Act, training of personnel of co-operative departments and
co-operative institutions, and consumer, labour and non-agricultural
co-operatives. Besides, the Department is also responsible for basic
co-operative policies and for co-ordinating co-operative activities in
all sectors. In so far as the N.C.D.C. is concerned, the Union Depart-
ment of co-operation concerns itself mainly with policy matters and
policy directives as well as with Parliament work in relation to the
Corporation and its activities. The complexion of the functions of
the N.C.D.C. is also different from that of the Department. The Cor-
poration js in the nature of 2 promotional and financing agency. The
major responsibility of the N.G.D.C.—particularly so in the context
of the role we envisage for it—is to formulate, in conjunction with
‘the appropriate Departments of State Governments and co-operative
institutions, programmes of co-operative processing, storage, marketing,
etc., assist in the assessment of technical feasibility and economic viability
of the schemes, assume the role of 2 co-ordinator for financing the
programmes from various sources including its own funds, help in
obtaining, wherever necessary, requisite and prompt policy and other
support from the concerned Ministries of the Government of India
and all-India public sector organisations, provide constructive super-
vision over the implementation of the programmes and undertake
their periodical evaluation. The N.C.D.C, is thus an executive
organisation whose activities are field-oriented and programme-based.
The Department’s activities belong more appropriately to the realm
of policy making. The N.C.D.C. could help the Department in shaping
policies relating to the programmes with which it is concerned. The
Government could issue policy directives to the N.C.D.C..m relation
to its activities, and lay down priorities for implementation of the

6_2 G.Do & c.,72
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programmes. ‘Thus, a clear demarcation of functions emerges between
the N.C.D.C. and the Union Department of Co-operation. While
the Union Department of Co-operation is responsible for enunciation
of policies in relation to the Corporation and its activities, the Corpora-
tion’s responsibilities mainly relate to the formulation, execution and
financing of the programmes.

4.23 When the N.C.D. & W. Board was established in 1956, and
till the end of 1958, the work relating to co-operation as also ware-
'housing was handled by a single Ministry, that is, the Ministry of Food
and Agriculture, Co-operation including work pertaining to the

N.C.D. & W. Board, was dealt with by a small division in the De-
partment of Agriculture. When a separate Department of Co-operation
‘was set up in December, 1958 and was made a part of the then Ministry .
of Community Development, it was decided to allocate the business
relating to N.C.D. & W. Board to the Department of Co-operation
in the Ministry of Community Development and Co-operation, and
the business of Central Warehousing Corporation to the Department
of Food in the Ministry of Food and Agriculture. Consequently, the
administration of these two organisations came to be vested in  two
different Ministries. At the time of allocation of business, we under-
stand, it was agreed that the Agricultural Produce (Development &
‘Warehousing) Corporation Act, 1956, would be amended so that the
administration of these two bodies would vest in two different Ministries
and that the N.G.D. & W. Board should have no power of supervision
over the Central Warehousing Corporation. :

4.24 Report of the Estimates Commitiee (1960-61).—When the question
of de-linking the Central Warehousing ~Corporation from- .the
N.C.D.&W. Board was under the consideration of the Goverriment,
the Estimates Committee of the Parliament (Second Lok Sabha)
examined the working of the National Co-operative Development
and Warchousing Board. In their Hundred and Thirty-third
Report presented to- the Lok Sabha .on the 6th April, 1961, the
Estimates Committee made the following observations

“The Committee are not sure if the separation of the functions
of warehousing from the National Co-operative Development
and Warehousing Board would achieve that degree of integrated
:approach and planning as is necessary for the successful imple-
mentation of the objectives and if the same measure of co-ordina-
tion as exists at present will obtain between the Co-operative De-
velopment Board and the Central Warehousing 'Corporation
merely by giving representation as proposed, to each body on
the other. If, however, the functions relating 'to warehousing
are to be taken away from the Board it may be a moot point whether
there should be a separate ‘Co-operative Development Board and
‘whether the same. work could not be done by the Ministry of
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Community Development and Co-operation itself. The Committee
feel that even if for the sake of some administrative advantage
the integrated set up is to be disturbed there may not be sufficient
Jjustification for the continued existence of a separate Board merely
for disbursing funds to the State Governments since it is done on
the basis of programmes and policies already approved by Govern-
ment and for which financial ceilings are fixed by the Planning
Commission. In their view, the extent of coordination with the
Central Warchousimng Corporation that will be achieved in the
changed set up by representing each of the bodies on the other,
can be obtained in the absence of the Board equally at the official
level or by means of an Advisory Committee composed cf officials
and non-officials representing banking and other connected interests
and other persons experienced in the co-operative field.”

4.25 The Estimates Committee was thus not in favour of the proposal

to de-link the Central Warehousing Corporation from the N.C.D. & W.

" Board. If the Warehousing functions were to be taken away from

the N.C.D. & W. Board, the Estimates Committee felt that there may

not be need for a separate Board for'disbursing funds to the State Govern-
ments.

4.26 Government’s reply to Estimates Committee.—After a careful exa-
. mination of the above recommendation of the Estimates Committee,
the Government considered that it was not necessary that the N.C.D.
& W. Board should deal with warehousing also and that there was
still need for a separate Board for co-operative development.  The
main arguments adduced by the Government could broadly be sum-
marised as follows : Firstly, co-operative developmentis to be fostered
through co-operative societies and financial assistance for the purpose
was given by the Board through State Governments, whereas ware-
housing was to be done through Warehousing Corporations which
are commercial and not co-operative organisations.’ Warehousing
" function is not, therefore, closely connected with the overall policy or
allocation of funds for co-operative development. Secondly, a variety
of economic activities come under the purview of the N.C.D. & W.
Board of which warehousing is only one and therefore, the need
for a separate organisation of a statutory character would continue even
~ though warehousing might be outside its purview. Third'y, as decen-

tralisation of power and authority particularly in the field of Co-
operation, constitutes the declared policy of Government, it is necessary
that the Government of India should function to as large an extent
as possible through a statutory body on which the Government of
India, the State Governments and the non-official co-operative opinion
is adequately represented. A purely advisory committee will not
. serve this objective as the main administrative and executive functions
will continue to be the responsibility of the Ministry. Fourthly, from
. the point of view of ensuring proper utilisation of funds, and prompt
' recoverv of instalments of loan and unutilised amourts, it would be
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an advantagé to route funds through a statutory organisation. Fifthly,
leading non-official co-operators are more likely to associate them-
selves with an organisation having its-own funds and enjoying a statutory
authority rather than on a purely advisory body. Finally, it would
be ensured that the total complement of staff’ of the Ministry and the
Board would be such as would be necessary for carrying out the functions
of the Ministry with regard to framing of policy and the functions of
the Board with regard to their implementation, and duplication ' of staff’
between the Ministry and the Board would be carefully avoided.

4.27 The Government informed the Estimates Committee that,
in view of the above considerations, it was not possible for them to
accept the recommendations of the Committee in this regard and that
they proposed to constitute two separate statutory organisations, namely,
the Co-operative Development Board and the Central Warchousing
Corporation by amending the Agricultural Produce (Development
and Warehousing) Corporations Act, 1956. A copy of the detailed
note furnished by the Government to the Estimates Committee is given
in Annexure XIV. The Estimates Committee (1962-63), in its Twenty
Third Report (Third Lok Sabha}, accepted the above views of the
Government.

4.28 The N.C.D.C. Act was passed in 1962 enabling the establish«
ment of the present N.C.D.C. The Corporation was set up subse-
quent to the establishment of the present Union Department of ‘Co-
operation, The need for the N.C.D.C. besides a separate Department
of Co-operation, and also the question of any duplication of functions
between the N.C.D.C. and the Union Department of Co-operation,
were thus, carefully examined before the present N.C.D.C. was set
up. As we indicated -earlier, the new developments in agriculture
as also the other trends to which 'we have referred in the earlier para-
graphs, re-inforce the need for the N.C.D.C.

4.29 The N.C.D.C. should, however, function subject ‘to such
policy directives as may beissued from time to time by the Central
Government. Subject to these policy directives, the N.C.D.C. will
function as an autonomous :organisation and will ‘be Tesponsible for
planning, promotion and financing of co-operative development pro-
grammes in the sectors allotted to it. It will also help the ‘Central
Government, wherever necessary, in re-shaping policies which influence

"the development of co-operative econonomic activities.

4.30 -De-officialisation.~~Another aspect to which the Public Accounts
Committee have drawn attention in their Report is the de-officialisation
of the co-operative movement. The Committee have ebserved :

“The ‘Committee also consider it impertant that steps should be
taken to ‘de-officialise’ the 'co-operative 'mevement, ‘which is
essentially a voluntary activity. There-is at presént a full-fledged
Department of Co-operation under-Government, apart from-another
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official organisation like National Co-operative Development Cor-
poration. The proliferation of official agencies is not in the Com-
Iittee’s opinion conducive to the ‘de-officialisation’ of the co-
operative movement. Many of the functions of the Central Ware-
bousing Corporation, State Warehousing Corporations and the
National Co-operative Development Corporation are c¢ommon,
e.g., setting up of godowns, cold storages, purchase, sale, storage
and distribution of agricultural produce, seeds, fertilisers etc. There
are also Primary Credit Societies, Central Co-operative Banks
etc. some of which seem to be working at cross purpose. It isin
this context that the Committee have suggested a reconsideration
of the need for an organisation like the National Cooperative
Development Corporation, which, as an institution, has not to any
considerable extent succeeded in securing the objectives for
which it was set up.”*

4.31 The term ‘de-officialisation® has a wider import. In 1967,
the Administrative Reforms Commission appointed a Working Group
on Co-operation. A major term of reference of this four-member
Committee including three Members of Parliament was to examine
“the implementation of the policy of de-officialisation of the co-operative
movement and the extent to which co-operative institutions are able
to run on a self-governing basis and recommend steps to be taken to
expedite full achievement of those objectives.” The Committee defined
the concept of de-officialisation as follows :

“The basic objective of de-officialisation is to ensure the functioning
of co-operatives as free, voluntary and democratic institutions.
Restrictions imposed by Government under legal provisions which
are not in keeping with the basic principles of co-operation, exploi-
tation of co-operative institutions by vested interests, undue inter-
ference in the working of the primary societies by untrained junior
officials employed by the federal organisations and major depen-
dence of co-operatives on the services of Government officials for
managing co-operative institutions are among the important
features which have been observed in the co-operative movement
today and which affect the genuine autonomous character of
the co-operative institutions. De-officialisation, therefore, involves
removal of the restrictive features of the co-operative legislation,
preventing domination of co-operatives by small groups of in-
fluential persons, devolution of supervisory and developmental
functions currently discharged ‘by Government on co-operative
federal organisations in a progressive manner, and providing for
good and efficient management of co-operatives by building up
regular cadres and making arrangements for proper training.”%*

The same Committee suggested that the activities of the N.C.D.C.
should be expanded to cover major activities like consumer co-operatives,
industrial co-operatives and others which could be legally brought
within its puiview. According to that Committee, the reorgani-

*Para 10.4 of PAC’s Report (1969-70).
**Report ofthe Working Group on Cooperation—page 325.
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gation of the National Co-operative Development Uorporation to provide
closer involvement of co-operative leadership “will be 2 significant step
towards the ultimate devolution of the promotional functions
on the national level organisations.”’*

4.32 We endorse the above views of the Working Group on Co-
operation. The N.C.D.C. is a promotional and developmental
organisation. It has no supervisory or controlling power over the
co-operatives in the States; its assistance to co-operatives is only through
the State Governments who have the legislative and executive juris-
diction over these societies. The basic objective of the N.C.D.C. is
to provide, at the national level, 2 forum for non-official leadership,
State and Central Governments and public sector financing and com-
mercial organisations, and be the focal point for the planning, initiating,
developing and financing of a nation-wide co-operative programme
for processing, marketing, etc. The replies we have received to a
specific question addressed to mational and state level co-operative
federations are also to the effect that the existence of the N.C.D.C.
has never been a dis-incentive to non-official participation in the co-
operative movement; many federations have in fact emphasised that
the existence of the N.C.D.C. has helped in non-official participation
in the movement. '

4.33 Co-ordination with Wakrekousing Corporation.—As observed by
the P.A.C,, storage counstitutes a common function of Wahrehousing
Corporations and also the: N.C.DC. The N.C.D.C. promotes storage
through . co-operative at village, mandi and terminal markets as an
aid to their marketing and distribution functions. The warehousing
corporations acquire storage capacity for use by all including private
trade, commercial organisations and also co-operatives. This points
to the need for a closer co-ordination of the activities of the N.C.D.C.
and Warehousing Corporations; but this does not obviate the need
for the N.C.D.C. which covers a wide range of economic activities in
the co-operative sector. :

4.34 Reference to Co-operative Credit Structure in the P.A.G. Report.—
The reference in the Public Accounts Committee Report to primary
credit societies and central co-operative banks working at cross purposes,
seems to stem from a mis-understanding of the structural pattern and
functions of co-operative credit. Individual farmers are members
of primary credit societies and obtain credit and other services from
these societes. Primary credit societies in a district are all members
of the central co-operative bank for the district, the basic function of
which is to raise resources to finance the primary credit societies as also
other types of co-operatives like consumer co-operatives, industrial
co-operatives, etc., in the district, and to provide guidance and leadership
to the primary societies. The central co-operative bank does not deal
directly with members of primary credit societies. The primaries and

*R=port of the Working Group on Cooperation page g25.
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the central co-operative banks, along with state co-operative banks at
the state level, constitute a three-tier federal co-operative credit structure
for provision of short and medium term co-operative credit. -The
primary and central banks are to strengthen each other mutually,
but their sphere of operations is different. The question of these societies.
working at cross purposes, does not, therefore, arise.

 4.35 Scope, Objects and Functions  Approach.—The above analysis:
leads us to the conclusion that the N.C.D.C.should continue to eaist
and that, in addition to the spheres of work already allotted to it, it
should perform certain new tasks. In discharging these functions, the
N.C.D.C. should operate in close conjunction with the State Govern-
ments, and at no stage attempt to ‘initiate or assist co-operative pro-
grammes in a State over the head of the State Government concerned..
The next step is to define the scope, objects and functions of the N.C.D.C..
and the measures to be taken to equip the Corporation for the new .
tasks. ‘While seeking to make recommendations for the future, we
must inevitably pay attention to things that went wrong in the past.
Here, we have in view our observations in the Chapter on ‘Assessment”
that lack of funds, lack of autonomy and lack of staff tended to dilute
the impact of the N.C.D.C. on various programmes. In equipping
the N.C.D.C. for the new tasks which we envisage, it is crucial that
these three vital elements—funds, autonomy and staff—are taken into
account and adequate provisions made therefor. A major weakness
of the present N.C.D.C. is that, in the absence of funds of its own, it has
begun to operate like a Ministry dispensing Centeral assistance to the
State Governments. An important pre-requisite for the reconstitution
of the N.C.D.C. is that it should be equipped with adequate funds
and its assistance to the State Governments should not he at the expense
of the normal Central Plan assistance to the States. In other words,,
the Corporation’s assistance should be additive to the State Plans.

4.36 Core activities.— It would be useful to distinguish between the
functions which the N.C.D.C. must in any case discharge and on
which it should concentrate, from those other functions which may be
made permissible on its part. The principal basis of our recommen-
dation for the continuance of the N.C.D.C. is the creation of facilities-
through co-operatives for supporting the rising tempo of agricultural
production. The N.C.D.C. should, therefore, continue to concentrate
on agriculture and, within the sphere of agriculture, focus its attention
primarily on co-operative marketing, processing and storage of agri-
cultural produce and supply of agricultural inputs.

- 4.37 Dairying, animal husbandry and fishey.—We have received
suggestions that the charter of the Corporation and its activities should
embrace the entire field of agricultural co-operation including dairying,
poultry, fishery, etc. to enable the Corporation to play an effective role
in promoting integrated agricultural co-operative development. Dairy,
poultry, and fishery are indeed important activities which provide
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income and employment opportunities to the weaker sections of the
rural community and call for large co-operative programmes for there
activities. - The promotion of each of these activities, however, requires
technical know-how and expertise.  Specialised institutions tike the -
National Dairy Development Boaid have been established in the puklic
sector for these activities. In this connection, the Agricultural Re-
finance Corporation has also begun to finance dairy, poultry and fishery
projects formulated on an integrated basis and linking the provision
of credit to individuals with ecxtension services,.fprocessing, storage,
transport and marketing of products. In areas specially suited for
these activities and also in areas covered by special programmes like
S.F.D.A. and M.F.A.L. designed for assisting vulnerable sections of the
rural community, the N.C.D.C. should help promote these programmes
in the co-uperative sector. In formulating such programmes, the
N.C.D.C. might draw upon the expertise available with specialised
institutions like the National Dairy Development Board.

4.38 Forestry.—We understand that the whole question of forest
.development has been examined by the Government in the recent past
in relation to the demand for timber on the one hand and forest based
industrial projects on the other and the conclusion reached that a project
based un the development of the forest wealth of a country would need
large and long-term investment which would perhaps have to draw
upon sources such as the World Bank. This, in turn, might mean a
specialised financing or investment corporation which deals with in-
dividual projects in different States. As far as forestry is cen-
cerned, we would suggest that the activities of the N.C.D.C. might be
restricted to helping the tribal people in collecting, processing and mar-
keting of minor forest produce through appropriate co-operatives speci-
ally organised for them.

4.39 Notified commodities.—In terms of the existing charter of the
N.C.D.C. its activities extend to notified commodities also. The term
“notified commodities’ was inserted in the N.C.D.C. Act, as we indicated
in Chapter IIl, to obviate legislative difficulties. The scope of the
present N.C.D.C. Act is relatable to Entry 33 of List 1II of the Seventh
Schedule to the Constitution. The term ‘notidied commodities’ in
the N.C.D.C. Act relates to commodities coming under the purview
-of Entry ‘33 of the Concurrent List. The activities of the N.C.D.C.
may continue to extend to such commodities as may be notified by the
‘Government from time to time.

4.40 Co-operative Credit.—Co-operative credit is dealt with by the
‘Ministry of Agriculture in the Department of Co-operation. There
is a separate division in that Department for this work relating to co-
-operative credit. The broad policies governing co-operative credit
are to be evolved by that Department in close association with the Re-
sérve Bank of India. Loan assistance to State Governments for parti-
«cipating in the share capital of co-operative’ credit institutions is given
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by the Reserve Bank of the India from its L.T.O. Fund. The Depart-
ment of cooperation is operating a centrally sponsored scheme for giving
loans and grants to State Governments for strengthening the agricultural
credit stabilisation funds of state co-perative banks for tiding over difficult
sttuations created by failure of crops leading to mounting overdues
In the co-operative credit structure. The Department of Co-operation
is also directly investing in the debentures floated by different State
co-operative land development banks in the country. The N.C.D.C.
is not directly associated  with the co-operative credit programmes.
Its present role is merely to route Central assistance to State Govern-
ments to enable them, in turn, to extend managerial assistance to co-
operative credit institutions. As the N.C.D.C. is not directly dealing
with this programme, we would suggest that the Corporation give up
the function of routing Central assistance to State Governments in this
particular context. :

4.41 Rural consumers.—The Corporation is now dealing with rural
consumer activities. The wurban co-operative consumer movement
is dealt with in the Department of Co-operation. The N.C.D.C.
has no special role in developing consumer movement in rural areas
through primary credit or marketing co-operatives. As a functional
activity, it would be an advantage if both urban and rural consumer
programmes are dealt with in a single organisation. We suggest
that the Department of Co-operation may deal with rural consumer
programme also.

4.42 Promotional and developmentdl role of N.G.D.C.—The N.C.D.C.
is essentially a promotional and developmental organisation. The
main ingredients of this role, as we explained in this Chapter, are :
development of marketing, supply, processing and storage in the co-
operattve sector, to back up programmes for increasing agricultural
production; promotion of area and project approach entailing pre-
investment surveys, assessment of cost-benefit and investment-return
ratio, integration and proper phasing of all factors including credit,
marketing, etc. relevant to co-operative programmes in compact areas;
stimulating flow of institutional finance to co-operative projects both
from indigenous institutions like the Agricultural Refinance Corpora-
tion, Rural Electrification Corporation, etc. and also from foreign
agencies ; and evolving special programmes for tribals and other weaker
sections as also for backward areas.

4.43 The promotional and- developmental role of the N.C.D.C.
would also cover the following aspects relating to initiation, co-ordina-
tion, and evaluation of programmes : ‘

(i Co-ordination of activities of various agencies for imple-
menting area development programmes through co-opera-
tives. '
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(if) Liaison with various Ministries and organisations like the
F.C.IL, the Central Warehousing Corporation, the State Trading
Corporation, the Fertiliser Corporation, the Cotton Corpora-
tion, the Jute Corporation and the commodity organisations
with a view to creating favourable conditions for strengthening
and expansion of business activities of co-operatives in the
rural sector.

(iif) Initiating co-operative pilot projects in strategic areas of”
agricultural development and providing technical and financial
support for such projects.

(iv} Provision of technical guidance, consultancy services and.
arrangements for training and research.

(v) Periodical evaluation of various co-operative programmes..

4.44 Financial Role—It is important to recognise that the financial
role of the N.C.D.C. emanates from its promotional and develop-
mental functions. The financial role of the N.C.D.C. will mainly-
be to equip co-operatives with the requisite risk capital and margin.
money and thus enable them to have access to funds from institutional
agencies for expanding their business operations and for investment on
plant, machinery and buildings for processing and storage programmes..
The financial role of the N.C.D.C. will include :

(a) provision of loans and grants to State Governments for co--
operative programmes ;

(b) contribution to share capital of, and provision of loans and
grants to, nationalfregional co-operative federations; and

(c) provision of finance/refinance to other co-operatives on the-
guarantee of State Governments.

4.45 Policy directives by Government.—Autonomy in its operations.
is vital to render the N.C.D.C. effective. At the same time, being a
public sector organisation in which public funds are involved, the-
Corporation should be accountable to the Government and through
the Government to the Parliament. The autonomy of the Corporation
should, therefore, be subject te the overall policy directives and priorities
laid down by the Government from time to time. We suggest that the:
policy directives to be issued by the Government may be broadly on
the following lines ‘

(a) The main responsibility of the Corporation shall be to promote-
and develop a countrywide programme of co-operative acti--
vities for processing, storage, and marketing of agricultural
produce for the benefit of the farmers and in support of agri-
cultural programmes, as also the supply of inputs for such.
programmes. The Corporation shall endeavour to concen--
trate its attention on the priorities that may be laid down.
by the Government from time to time in the overall context:
of agricultural development.
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(b) In performing its functions, the Corporation shall operate
in consultation and close association with the State Govern-
ments.

(¢) In assisting programmes for co-operatives development, the
Corporation shall establish sound financing policies and
procedures and, generally, take such measures as facilitate
the flow of institutional finance for these programmes.

(d) In formulating its financing policies and proceduores, the Cor-
poration shall lay down and apply criteria for, and establish
priorities regarding, the choice of programmes and schemes
mainly on the basis of consideration of “economic viability
of the schemes. The Corporation shall also lJay down appro-
priate stipulations in regard to the technical, economic, financial
and managerial aspects of each programme as a condition for
providing financial assistance.

(e) The Corporation shall direct its efforts to promote, as far as
possible, ‘project’ and ‘area development,’ approach to co-
operative programmes.

(f) The terms and conditions of loans to be advanced by the Cor-
poration and the subsidies to be granted by it shall be related
to the economics of the scheme financed.

(g) The corporation shall pay special attention to evolving suitable
economic programmes for assisting tribals, small farmers
and other weaker sections of the rural community as also for
relatively backward areas in the country.

(h) For assisting special programmes for weaker sections and back-
ward areas, the Corporation may, with the prior approval
of the Central Government, adopt patterns of assistance
different from those applicable to other programmes.

(i) The Corporation shall, for the efficient discharge of its func-
tions, equip. itself with adequate expert staff.

4.46 In summary, our considered view is that, for performing, at
the all-India level, new tasks which are of strategic importance in the
new emerging sitnation in agriculture, and also for directing agricultural
co-operative economic activities to benefit weaker sections of the rural
community and backward areas, the continuance of the National Co-
operative Development Corporation, with its objects modified in their
scope and its finances and administrative arrangements adequately
strengthened to match its new responsibilities, is necessary. ‘The measures
to be taken to equip the Corporation administratively and financially
for the new tasks are elaborated in the succeeding Chapters,



CHAPTER V
FINANCIAL ARRANGEMENTS

Basic Approack.—In essence, the financial role of the N. C. D. G,
emerges from its promotional functions. This does not imply that
the Corporation should attempt to finance the entire requirements of
co-operatives. The approach should, as far as possible, be to encourage
co-operatives to avail themselves of instituticnal credit from agencies
like the Industrial Finance Corporation, commercial banks etc., for deve-
loping various programmes. These financing institutions will not
however, finance the entire requirements of a co-operative or, for that
matter, any organisation ; they would require a borrower to muster
adequate risk capital, share capital and other funds on their own to
provide the requisite margin of security for their funds. The major
financial role of the N. C. D. C. would be to enable the co-operatives
to have the requisite risk capital and margin money to be able to have
access to funds from institutional agencies for expanding the business
operations and for investment on plant, machinery and buildings for
processing and storage programmes. Besides providing funds, the
N.C.D.C. should also assume the role of a financial co-ordinator vis-a-vis
the various institutional agencies from which funds are obtained for
different programmes. The pre-requisites of the role thus envisaged
for it are that the N. C. D. C. should be enabled to have its own funds,
and should be free to evolve its own policies and procedures for financing
the programmes, particularly those intended to benefit small farmers,
and also for co-operatively backward areas, subject, however, to the
overall policy directives issued and priorities laid down by, the Central
Government. An important feature to be recognised is that the N.C.
D.C. will function in close collaboration with the State Governments.
The Corporation’s assistance to co-operatives in the states will be routed
mainly through the State Governments and when it assists a co-operative
project direct, such assistance should be subject to the concerned State
Government’s guarantee, The N. C. D. C.’s assistance to States, if it
is to be effective, has to be additive to the states’ resources, that is,
over and above the'normal central assistance available to State Govern-
ments under the Plan. These different aspects are discussed in detail
in this Chapter.

5.2 Owned resources for the NCDCG.—As we explained in Chapter
II, one of the principal suggestions of the Rural Credit Survey Com-
mittee was that, at the all-India level, the Central Government should
assume responsibility for promotion of cooperative programmes for
marketing, processing, storage and other economic activities. For
this purpose; the National Cooperative Development and Ware-
housing Board was recommended to be set up, and equipped with

88
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funds. The basic principles underlying the Committee’s recommenda-
-tions were that this all-India organisation should -have funds of its
own for developing different programmes under its purview, and
also the freedom to determine the terms and conditions governing
its assistance to State Governments for different cooperative activities.
The entire assistance from the Government of India was to be in the
nature of non-lapsable outright grants. Although the Central Govern-
ment accepted the principle that the NCDC should be enabled to
have its own funds, and this was incorporated in the Agricultural
Produce (Development & Warehousing) Corporations Act, 1956,
requisite funds, as indicated in Chapter II, were not released to the

Board.

5.3 When the NCD&W Board was succeeded by the NCDG,
‘the basic principle incorporated in the 1956 Act that this organisa-
tions should be enabled to build up its own funds was given up in the

present NCDC Act of 1962. Section 12 of the NCDGC Act provides
that : :

“The Central Government shall, after due appropriation made
by Parliament by law in this behalf, pay to the Corporation—

(a) by way of grant each year, such sum of money as is required
by the Corporation for giving subsidies to State Govern-
ments and for meeting its administrative expenses; and

(b) by way of loan, such sum of money on such terms and con-
ditions as the Central Government may determine.”

In terms of Section 13 of the Act, the NCDQC is expected to maintain
the National Cooperative Development Fund to which are to be
credited : '

. (a) all moneys and other securities transferred to it form the
erstwhile National Cooperative Development and Ware-

housing Board from its National Cooperative Development
Fund; '

(b) the grants and other sums of money by way of loans paid to
the Corporation by the Central Government;

(c) such additional grants, if any, as the Central Government may
make to the Corporation for purpose -of the Act; and

(d) such sums of money as may, from time to time, be realised
out of repayment of loans made from the Fund or from interest
on loans or dividends on investments made from the Fund.

4

The moneys in the Fund are required to be applied for :

(a) advancing loans and granting subsidies to State Govern-
ments on such terms and conditions as the Corporation
may deem fit, for the purpose of enabling State Governments
to subscribe to the share capital of cooperative societies
or for otherwise financing cooperative societies.
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{b) meeting the pay and allowances of the officers and other
employees of the Corporation and other administrative ex-

penses of the Corporation; and’
{¢) carrying out the purposes of the NCDG Act.

5.4 A major departure was thus made in the mode of financing
of the present NCDC. In terms of the old arrangements applicable to
the erstwhile NCD&W Board, the entire assistance by the Government
of India was being given as non lapsable grant to the Corporation
with reference to its actual requirements for providing “loans and sub-
sidies to States for various programmes. When the NCDGC was set up
in 1963, it inherited a sum of Rs. 19.45 crores from the erstwhile
NCD&W Board. The sources of accrual to its-own corpus now is
the interest received from the State Governments in respect of loans
advanced to the State Governments from this inherited fund, interest
.on debentures, dividend on share capital, etc. The net annual receipts
to the corpus is only about Rs. 2 crores. The corpus of the Corporation

stood at Rs. 24-50 crores as on 31-3-1971.

5.5 The present N.C.D.C. Act provides that the funds required
'by the Corporation for giving subsidies to State Governments should
be given as subsidy while the funds required for giving loans should
be given as loans to the Corporation. The amounts sanctioned by
the Government are also required to be utilised within the same financial
‘year and unutilised amounts are to be refunded to the Central Govern-~
ment. The present Act, therefore, does not contemplate the possibility
.of the Corporation building up its own corups of funds. Although
‘the principle of the Corporation building up its own funds was not
incorporated in the Act, an administrative decision was taken by the
" Government that, in practice, no interest will be charged on the amounts
-given to the Corporation for giving loans to the State Governments
and if interest were charged, Government would subsidise the- Cor-
poration by suitable grants to the requisite extent. This arrangement
was intended to augment the owned funds of the Corporation. In
terms of this arrangement, interest subsidy to the extent of Rs.. 134°88
lakhs was given by the Central Government to the Corporation during
the years 1964-65 and 1965-66. This arrangement was also discon-
tinued from 1st April, 1966, that is, from the end of the Third Plan
period. The Public Accounts Committee, (1966-67), in their 5g9th Report
(Third Lok Sabha), suggested that, for augmenting the owned resources
of the Corporation, the Central Government might give additional
grants to the Corporation instead of indirectly subsidising the interest
charged. The Central Government provided an ad-koc grant of Rs. 40
lakhs to the N.C.D.C. during 1966-67 in terms of Section r3(i){c)
of the N.C.D.C. Act, which provides for ad-koc grants by Government
to the Corporation. Such additional grants from Government were
also discontinued since 1967-68. Thus, the present Act does not en-
visage any accrual to the corpus of funds of the N.C.D.C. in actual
practice also no such accrual in the form of assistance from the Central
Government, has taken ' place since  1967-68. o
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5.6 Another feature of the financial arrangements relates to flexi-
bility on the part of the N.C.D.C. in operating its funds. Till 1967-68,
the funds from the Central Government were provided to thie Corporation
by way of loans and grants for financing the Centrally aided Plan as
well as Centrally sponsored schemes of co-operative development with
-discretion to the N.G.D.C. that the funds so provided could be utilised
by the Corporation for any of the other purposes of the N.C.D.C.
Act. From 1968-6g, this discretion was withdrawn from the Corporation.
Besides, while the assistance provided by the Central Government
to the erstwhile N.C.D.&W. Board was non-lapsable, now the
assistance provided to the Corporation is lapsable at the end of the
financial year, that is, the amounts unutilised within the same financial
year—either loans or grants—should be refunded to the Central Govern-
ment by the Corporation soon after the close of the year. These mea-
sures have tended to fetter the financial autonomy of the N.C.D.C.
Referring to these developments, the All India Rural Credit Review
Committee (1969) observed that the N.C.D.C. operates like a Central
Ministry dispensing assistance to the States.

5.7 Financing of Programmes by the N.C.D.C.—The main functions
‘of the N.C.D.C., under its charter, are to plan and promote pro-
grammes for production, processing, marketing, storage, export and
import of agricultural produce and other ‘notified’ commodities through
co-operative societies. To enable the Corporation to undertake these
functions, the charter empowers the Corporation to provide loans and
subsidies to State Governments for financing credit, marketing proces-
sing storage and supply activities of the cooperatives and also for
employment of staff for different co-operative programmes. The
“Corporation is also empowered to provide funds to State Governments
for financing co-operative societies for the purchase of agricultural
produce and ‘notified’ commodities on behalf of the Central Govern-
ment ; this provision, however, has not been invoked by the Corporation
so far. '

“ 5.8 Loans to State Governments.—The N. C. D. C. ‘provides loan
assistance to the State Governments for the following purposes :

{i) to subscribe to the share capital of marketing and processing
co-operatives;

{ii) to grant loans to credit, marketing and processing co-opera-
tives for construction of godowns ; and

(iii) to grant loans to co-operatives for installing processing plants,
cold storages, etc., purchase of transport vehicles, for manu-
facture of agricultural inputs and for setting up agricultural
machinery service centres. '

* 6.9 Grants to State Governments.—While the loans given by the
N. C. D. C. to State Governments are confined mainly to marketing,
processing, storage and supply activities, the grants given by it extend
to co-operative credit activities also. '
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Loan assistance to State Gowvernments for participating in
the -share capital of co-operative credit institutions is provi-
ded by the Reserve Bank of India from its Long Term Operations
Fund. As the Reserve Bank canmot provide subsidies to State Govern-
ments, the Central Government is providing such subsidies for co-
operative credit activities through the N.C.D.C. The N.C.D.C. pro-
vides subsidies to the State Governments for the following purposes :

(i) to grant staff subsidies to co-operative credit marketing and
processing societies at different levels;

(ii) to make out-right grants towards special bad debt reserves
of Central Co-operative banks and primary agricultural
societies;

(iii) to grant subsidies to primary marketing and processing societies
for -construction and also for hiring of godowns;

(iv) to grant subsidies to marketing and processing societies for
establishing grading wunits ;

(v) to grant subsidies towards installation of machinery and con-
struction of workshops by co-operatives for production of agri-
cultural inputs and servicing of agricultural machinery ; and

(vi) for employment of additional staff in the State Co-operative
Departments.

5.10 As the N.C.D.C. is not directly involved in co-operative credit
programmes and as the Ministry of Agriculture in the Department
of Co-operation is co-ordinating the co-operative credit programmes,
we suggest that the Corporation may be divested of the responsibility
for providing assistance to State Governments for co-operative credit
programmes.

5.11 Scheme-wise Funds from Government.—The Central Government
are providing funds to the N.C.D.C. under the following plan schemes :
(i) Centrally Sponsored schemes.
(ii) Central Sector Schemes.
(iii) Centrally aided Plan schemes.

The N. G. D. C. has no discretion to divert funds from one scheme to
another, SR

5-12 Centrally Sponsored and Central Sector Schemes.—“The concept
of ‘Centrally sponsord sector’ has evolved gradually during the plans.
In the First Plan, practically every scheme was sponsored by the Central
and there were no distinct. categories like ‘Centrally sponsored’ and
‘Centrally aided’.* Special schemes formulated and sponsored by

*Page 121 of the Repart of the Study Team sot up by the e
‘forms Gommiission on Centre-State Relationships.: p oy the Administrative Re-
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the Central Government from the Second Plan period onwards, partially
or wholly financed by them and executed by the State Governments,
came to be known as “Centrally sponsored schemes”. The assistance
given by the Centre for these schemes is over and above the total assist-
ance earmarked for the State in the State Plan and provition for it is,
therefore, made in the Budget of the Central Ministries. Besides the
“Centrally sponsored” scheme there is another sector called the
“Central Sector schemes” which are also sponsored and financed by
the Central Government; but such assistance can be made direct by
the Central Government to institutions/organisations concerned. For
instance, the Fourth Plan envisages direct assistance under Central
Sector schemes to certain institutions like the Agricultural Refinance
Corporation, Central land development banks, etc.

5.13 Till the gist March, 1969, the N. C. D. C. was operating
the following Centrally sponsored schemes :

(i) Additional assistance to Eastern States and Rajasthan for
co-operative development.

(i) Additional managerial subsidy to primary marketing societies
for undertaking distribution of consumer articles in rural
areas.

(1ii) Establishment of export-oriented co-operative agricultural pro-
cessing units .and modern rice mills, and

(iv) Special development programmes for construction of godowns
by co-operative societies (ad-hoc schemes sponsored by the
Union Department of Agriculture).

In pursuance of the decision of the Committee of the National
Development Council to reduce the number of Centrally sponsored
schemes to the absolute minimum, these schemes were discontinued
from 1st April, 1969. During 1966-67, assistance under the Centrally
sponsored schemes of strengthening of Agricultural Credit Stabilisa-
tion Funds of State co-operative banks was provided to State Govern-
ments through the Corporation. From 196%-68, assistance under this
scheme is being provided by the Union Department of Co-operation
directly.

5-14 The N.C.D.C. is now operating one Uentraily sponsored
scheme for providing margin money to State or district co-operative
marketing federations. The objective of the scheme is to enable these
federations to raise adequate working capital from banking institutions
for purchase, stocking and distribution of fertilisers and other inputs
for agriculture. The outlay on this scheme for the Fourth Plan is
Rs. 14°50 crores ; of this, Rs. 5 crores were spent during the first two
years of the Plan and a provision of Rs. 3 crores is made in the budget
for 1g71-72. Under this scheme, the N.C.D.C. provides loans to State
Governments which either invest in the share capital of the concerned
co-operatives or give loans to them. Releasc of N.C.D.C’s assistance
7—2 Q. D, & C.[72
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is related to the actual requirements of the concerned co-operatives,
keeping in view their turnover in fertilisers:and other inputs. No
matching contribution either from the State Governments or from the
co-operatives is required for release of assistance by the N.C.D.C.

5.15 The N. C. D. C. is now operating one Central Sector scheme
for establishing small and medium-sized processing units for which
assistance is normally not available from institutional financing agencies.
Under this scheme;, the Corporation provides loan assistance through
the State Co-operative banks for the State Governments upto the extent
of 75% of the block cost in the case of projects costing upto Rs. 10 lakhs,
and upto 70%, of the block cost in the case of schemes costing between
Rs. 10—-40 lakhs. The balance of the amount of 25—30% of the
block cost is to be raised by the concerned society by way of equity
capital from its members and from the State, Government concerned.
The outlay in the Fourth Plan for this scheme, which was introduced
late in 1969-70, is Rs. g crores. The scheme is project-based. The
N.C.D.C. examines the technical feasibility and economic viability
of each scheme and approves of the schemes for its = assistauce.
The release of assistance is in the nature of refinance to the State
Government/Co-operative banks, who' approach the N.G.D.C. for
reimbursement of assistance provided by them to the co-operative
project. The release of funds by the N.C.D.C. under the scheme is,
thus, progress-oriented. With a view to stimulating agro-based co-
operative industries in backward areas, the Corporation proposes to
liberalise the terms of its assistance by way of reducing the margin
on share capital to be raised by members, reducing the rate of interest,
increasing the term of the loan from 14 to 20 years and also provi-
ding moratorium for the first three to five years.

5.16 Centrally aided Plan Schemes—The Central assistance to State
Governments for State Plan Schemes coming under the purview of
the N. C. D. C. is also routed through the Corporation. The third term
of reference given to us requires us to examine the need for such routing
of this Central assistance. We examine this aspect in detail in
‘Chapter VII. Meanwhile a brief reference to the nature and quantum
of assistance received by the N.C.D.GC. under this scheme is made in,
the following paragraphs in the context of the overall financial arrange-
ment to be envisaged for the N.C.D.C. Funds received by the N.C.
D.C. from the Central Government under the Centrally aided Plan
schemes constitute a substantial part of the total funds received by
it from the Central Government.. To illustrate, of the total budget
provision of Rs. 11 crores made by Central Government of N.C.D.C.
.during 1971-72, Rs. 6 crores are for Centrally aided State Plan schemes,
Rs. g crores for Centrally sponsored scheme and Rs. 2 crores for Central
:sector scheme.

5.17 Prior to the Fourth Plan, as we explain in Chapter VII,
-cach scheme relating to marketing, processing, storage, etc., had a
.different pattern of assistance attached to-it. The State Governments
-were, therefore, required to report to the N.C.D.C,, the expenditure
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on each such scheme for claiming Central assistance from the N.C.
D.C. according to the different patterns of assistance applicable to
them. Under the new system introduced since the inception of the
Fourth Plan, the assistance provided by the N.C.D.C. to the State
Governments under the Centrally aided State Plan schemes continue
to be treated as ‘earmarked’ assistance. But release of assistance by
the N.C.D.C. is not related, to schematic patterns. *° The general formula
that 709 of Central Assistance to States should be provided as loan
and the remaining 30%, as subsidy, applies to N. C. D. C’s assistance to
State Governments also. The total Central assistance to be made
available by N.C.D.C. to different States is also determined by the Mi-
nistry of FinancefPlanning Commission. In terms of this new pro-
cedure, the N.C.D.C. could ensure that the Central assistance actually
flows to the groups of schemes covering co-operative marketing, pro-
cessing, supplies, storage and inputs; but the release of assistance cannot
be related to individual schemes for marketing, processing, etc.

5.18 Another feature of reliance on Centrally aided State Plan
schemes for implementing programmes of co-operative marketing,
processing, storage, etc. which are of crucial importance to agricultural
development in general, is that the State Governments do not make
adequate provision for these schemes and the N.C.D.C. is not also
in a position to influénce the direction of progress of these programmes.

The case studies undertaken in Maharashtra showed that the financial
assistance provided by the N.C.D.C. has not been adequate to meet
the requirements of progressively expending co-operative sector in
that State. For example, during the years 1966-67 to 1970-71, the
State Government contributed to the share capital of co-operative
sugar and spinning mills to the extent of Rs. 7°07 crores and Rs. 5-10
crores, respectively, while the assistance provided by the N.C.D.C.
for this purpose was only of the order of Rs. 94 lakbs and Rs. 71 lakhs,
respectively. We understand there have been similar instances where
the Corporation could not provide adequate assistance to the State
Governments due to limitations of ceilings of Central Assistance in
spite of the needs approved programmes. In Maharashtra, despite
inadequate assistance from the N.C.D.C., the State Government could
take up a larger programme of co-operative sugar factories and spinning
mills on its own because it could find the necessary resources. In many
other States, where the State Governments cannot find the necessary
resources, the programmes have necessarily to suffer.

5.1 Schemes financed from NCDC’s own funds—Besides providing
assistance to State Governments under Centrally sponsored, Central
sector and Centrally aided Plan schemes the Corporation has also
been sponsoring and \ financing schemes from its own corpus which
stood at Rs. 2450 crores as on 31st March, 1971. The Corporation
has been utilising this amount for expanding cooperative rice milling
programme and for sponsoring pilot programmc:s'hkc agricultural
machinery servicing-cum-hiring units, granular fertiliser manufacture
and seed processing units. Assistance to national federations is also



96

provided from this fund. The N.C.D.C. scheme of assisting national
and State co-operative marketing federations for establishing promo-
tional and technical cells for co-ordinating and providing guidance
to important programmes of marketing and processing is also suppo-
rted by this fund. ' :

5.20 Terms and conditions of N. C. D. C’s assistance.~—Assistance
for Centrally aided State Plan schemes and Centrally spon-
sored schemes is given by the corporation to the State Govern-
ments at the same ratc of interest and on the same terms of
repayment as stipulated by the Central Government in terms of
its assistance to the Corporation. In respect of the Central sector
schemes of loans towards block investment of processing units, the Cor-
poration has been allowed to keep a margin of 19, in the rate of interest.
The Corporation charges an interest of 639, for loans given to State
Governments from out of its own corpus, if the loan is intended for
investment by the State Government in the share capital of co-operative
institutions, and 73}% if it is intended to be passed on as loan to a co-
operative.

5.21 The N.C.D.C. has also laid down broad guidelines regarding
the pattern of assistance to be provided by the State Governments to
co-operatives for different types of activities. A copy of the patterns
suggested by the N.C.D.C. is given in Annexure XV. The State -
Governments could, however, modify these patterns in consultation
with the N.C.D.C. These patterns were in vogue during the Third
Plan period and the N.C.D.C. adopted these patterns after approval
by the Ministry of Finance/Planning Commission.

5.22 The total assistance provided by the erstwhile N.C.D. & W.
Board and the N.C.D.C. for different co-operative programmes since
1956 upto the grst March, 1971 was Rs. 118°30 crores, consisting of
loans of Rs, 88°40 crores and subsidy of Rs. 29-go crores. A statement

indicating year-wise and State-wise assistance provided is given in
Annexure XVI. |

5.23 Suggested Financial Role for the N.C.D.C.—As we indicated in
the Chapter on Scope, Objects and Functions,
Equipping coopera- the N.C.D.C. has, in the new context of
tives with margin the developments in agriculture, a vital role
money. in the designing and development of co-
operative economic activities directed towards
providing support to the increasing tempo of agricultural production.
The programmes of co-operative processing, storage and marketing
and supply of inputs need to be substantially stepped up to cope with
the increasing production. Co-operatives will have to be financially
equipped for intensifying their activitics. Increasingly greater reliance
has to be placed by them on institutional finance for various programmes.
To enable co-operatives to have access to institutional sources of finance
they- should be equipped with equity capital and margin money.
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5.24 While co-operatives themselves should direct their efforts
to the mobilisation of additional resources from their members, their
efforts cannot be commensurate with the rapidly increasing requirements.
A large programme of planned participation in the share-capital of
marketing and processing co-operatives through the state governments
therefore, becomes,a necessity, and the N.C.D.C. should be equipped
to provide the requisite assistance to the state governments. Implicit
In the function of providing margin money for different co-operative
etonomic activities is the N.G.D.C’s role as a financial coordinator.
It will help in arranging for funds {rom institutional agencies like the
Industrial Finance Corporation, I.D.B.I., etc.

5.25 A suggestion has been made to us that the N.C.D.C. should
be reconstituted as a financing institution, requiring it to finance all
the co-operative processing industries like sugar mills, spinning mills
etc. In other words, according to this suggestion, the N.C.D.C. should
take over the functions of a central financing institutions like the Indus-
trial Finance Corporation, Industrial Development Bank of India,
etc., in so far as they relate to industries organised by co-operatives,
In the overall setting of the institutional arrangements for financing
of industries in the country, it would be a duplication of efforts to develop
the N.C.D.C. as a financing institution supplanting the existing speci-
alised organisations like the LF.C. A co-operative would need risk
capital, residual block capital and secured loans. While the N.C.D.C.
should assist in risk capital and also, if necessary, part of residual capital,
a co-operative should normally resort to secured loans from institu-
tional agencies for financing a major part of its block capital. In
other words, the objective of the N.C.D.C’s assistance should be to help
co-operatives to raise resources from institutional agencies. However,
there may be certain programmes of pilot nature for which institutional
finance might not be readily available. In such situations, a substantial
part of the block capital requirements of these programmes may have
to be met by the N.C.D.C.

5.26 Weaker Sections and Backward Areas—Another major area of
responsibility we envisage for the N.C.D.C. is the sponsoring of special
programmes designed to benefit small farmers and other weaker sections
of the rural community, and also stimulating the growth of co-operative
activities in the agricultural sector in the relatively under-developed
areas. These would call for provision of funds by the N.C.D.C. on
more liberal terms, and also imply a large= element of subsicy to render
the schemes economically viable. The Corporation should, therefore,
have the necessary degree of autonomy and flexibility in its financial
operations to ensure effective implementation of such special program-
mes. The autonomy of the N.C.D.C. should, however, be subject
to the overall policy directives that might be given by the Central

Government.
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5.27 Project and Area Development.—There are two important lines
of approach to. planned cooperative development. The first is to
promote co-operative marketing, processing and storage as package
activities for developing agricultural resources in a given area, and
linking these activities to agricultural production programmes including
supply of credit and other inputs. The second is to promote specific
agro-industrial projects based on survey of potentialities of various areas.
The N.C.D.C. should assume special responsibility for promoting area
development and project programmes and also arrange for their financing
by institutional agencies.

5.28 Utilisation of N.C.D.C’s Funds-Purposes.—The N. C. D. G.
should be enabled to have funds :

(i) to advance loans to state governments for giving loans to
or investing in the share-capital of cooperative institutions ;.

(i} to participate in the share-capital of, and provide loans and
grants to, the national and regional cooperative institutions;

(iif} to provide financefre-finance to other types of cooperatives
on the guarantee of the State Governments concerned ; and

1 .
(iv} to provide grants to State Governments for co-operative
programmes. :

5.29 State Governments to be involved —The N.C.D.C’s assistance
will be only for those programmes which come under its purview. In
other words, the N.C.D.C. should be divested of its present responsi~
bility of providing assistance for ‘cooperative credit programmes.
Its assistance should be confined to programmes which come under
its purview, that is, cooperative marketing, processing, storage and
supply of inputs. It is not envisaged that the N.C.D.C. would deal
direct with individual cooperatives, with the sole exception of national
and regional co-operative institutions. It should operate only through,
or in close association with, the State Governments who are, under the
Constitution, primarily responsible for “Cooperative Societies™ regis-
tered under the respective State Cooperative Societies’ Act.

5.30 Direct Assistance to National Federations.—There is no specific
provision in the present N.C.D.C. Act for the N.C.D.C. to provide
direct assistance to cooperatives. There are national and regional ,
level cooperative institutions whose constituents are spread over more
than one State and no one State Government could be expected to
provide assistance to these all-Indiaregional organisations. In fact,
even under the Constitution, the legislative and executive responsibi-
lity in respect of such cooperative sccieties, whose object extends
beyond one State, vests in the Central Government in terms of Entry
44 in the Union List. These cooperatives are also governed by the
Multi-unit Cooperative Societies Act, 1942 which is a Central Act.
The N.C.D.C. has been providing assistance direct to these institutioin;.
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but such assistance is mainly from its own corpus of funds, as no assistance
15 provided by the Central Government to the N.C.D.C. for providing
direct assistance to cooperatives. Specific provision needs, therefore, to
be made in the N.C.D.C. Act itself to enable the Corporation to give
assistance direct to such cooperatives.

5.31 Resources for The N.C.D.C.—Finance is an important catalyst;
but the N.C.D.C. is now straight-jacketed as far as resources are con-
cerned. A constant suggestion we come across in the replies to our ques-
tionnaires issued to the State Governments, Registrars and co-operative
organisations is that the Corporation should be financially well equipped
to be able to provide larger and effective support to expanding pro-
grammes of cooperative marketing, processing, ctc. The Working
Group on Cooperation (1968) set up by the Administrative Reforms
‘Commission, described the change in the procedure whereby Central
Government gave up non-lapsable grants to the N.C.D.C. as ‘“a
retrograde step and is not in consonance with the original concept
of having a semiautonomous organisation”. That Working Group
also suggested that the ““Corporation should be enabled to have its
own funds in addition to loans and grants routed through it to the State
Governments. This will enable the Corporation to initiate new pro-
grammes of poineering nature”. The Dantwala Committee on Co-
operative Marketing (1966} observed that the National Cooperative
Development Funds of the N.C.D.C. should be strengthened to enable
the Corporation to play its role fully. The Committee recommended
that the entirc assistance to the Corporation for financing schemes
included in the Plan should be given by the Central Government by
way of grants each year for five years and if this is not possible, the
Central Government might make adequate recurring grants each ycar
to the N.C.D.C. for 10 years.

5.32 Mechanism for Provision of Assistance.—As we mentioned earlier,
to enable the Corporation to perform the new tasks we envisage for it,
itis crucial that it should be financially well equipped. The assistance
it provides to the State Governments should be on the analogy of that
provided by the Reserve Bank of India from the Long Term Operations
Fund to the State Governments for investing in the share capital of
the cooperative bunking structure. In the Fourth Plan, expenditure
on identifiable schemes of a developmental nature financed from
the resources provided by the Reserve Bank out of the Long Term
Operations Fund has been included in the public sector plan. Cor-
respondingly, credit has been taken in the Fourth Plan for a sym of
Rs. 202 crores likely to be made available by the Reserve Bank for the
Fourth Plan period for these purposes in Plan resources ; of this amount,
Rs. 37 crores represents loans to State Governments for participation
in the share capital of cooperatives and the balance of Rs. 165 crores
_is for other programmes. The amount of Rs. 37 crores respresenting
loan assistance to State Governments has been treated as state plan
resources and not as part of central assistance for state plans. Thus,
while the state plan outlays will include estimated drawals from the
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Long Term Operations Fund, it has been agreed that if the states are
able to obtain assistance from the Long Term Operations Fund ex-
ceeding the limits indicated in the relative State plans, Plan outlays
should be correspondingly increased. We suggest that the N.C.D.C's
assistance to the states for the programmes coming under its purview
should also be on the same Jines as that of the Reserve Banks assistance
from its Long-Term Operations Fund. In other words, the assistance
from the N.C.D.C. would form part of the overall state plan outlays,
but not part of the central assistance for state plans. The NC.D.C.
should be free to provide assistance, as in the case of Long Term Opera-
tions Fund, to State Governments in terms of the actual requirements
for various programmes.

5.33 Another procedural matter relates to assistance from the
Central Government to the N.C.D.C. At present, as we had explained
earlier, the N.C.D.C. receives assistance from the Central Govern-
ment under different schemes like Centrally Aided State Plan Schemes,
Central Sector Schemes and Centrally Sponsored Schemes. The
Corporation, in turn, provides assistance to State Governments se-
parately under the different schemes and it has no discretion to re-
allocate funds from one scheme to the other. Now that we envisage
discretion to the N.C.D.C. in its financial operations, the Central Govern-
ment might provide lump-sum assistance to the Corporation under
single Central Sector scheme on the analogy of the assistance provided
by them to other financing institutions. For example, the Central
Plan in the Fourth Five Year Plan includes a provision to the extent
of Rs. 545 crores by way of support to such programmes through
institutions like the Agricultural Refinance Corporation, Land Deve-

lopment Banks, Rural Electrification Corporation and Indian Dairy
Corporation.*

5.34 That the N.C.D.C. should be enabled to have its own funds
is basic to the financial arrangements we envisage for it. We have
not estimated—nor is it possible to do so at this stage—the total require-
ments of funds for the N.C.D.C. upto the end of the Fifth Plan period.
However, we envisage an intensive development of cooperative activities
relating to marketing, processing, storage etc., and the demand on the
N.C.D.C. for supporting these programmes financially would be large.
The resources of the N.C.D.C. nced, therefore, to be augmented sub-
stantially. At present, the Central Government is the only source
of finance for the N.C.D.C. The areas from which the Corporation
could raise funds will have to be widened to enable it to muster resources
to match its requirements. We examine in the succeeding paragraphs
various sources from which the N.C.D.C. could raise funds for its
programmes.

*Page 59 of Fouwith Five Year Plan.
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5.35 Non lapsable Grants fiom the Central Government.—The corpus
of the N.C.D.C. as on the g1st March, 1971 was of the order of Rs.
24° 50 crores, most of which has already been invested by way of loans
to State Governments and share capital contribution to national federa-
tions as also in the debentures of central land development banks. The
annual receipt by way of repayment of loans and interest is of the order
of Rs. ¢ crores only. The N.C.D.C. is utilising these receipts for pro-
moting pilot schemes of importance to agricultural development like
'seed processing units and agricultural machinery scrvice centres. We
1ecommended that for promotion of cooperative marketing, processing,
storage and similar programmes of cooperative development, the
Central Government should provide a non-lapsable annual grant of
not Jess than Rs. 10 crores upto the end of the Fifth Plan (1978-79) and
the posit on reviewed thereafter. The N.C.D.C. should utilise these
fands for giving grants or loans or both, as appropriate, for different
programmes.

5.36 As already explained, the N.C.D.C. is now operating a Cen-
trally Sponsored Scheme of providing margin money to marketing
cooperatives for fertiliser distribution. The outlay on this scheme dur-
ing the Fourth Plan is Rs. '14.50 crores, of which Rs. 8 crores will have
been spent by the end of 1971-72. The Corporation is also operating
another central sector scheme for providing block capital assistance
to small and medium sized cooperative processing units. The outlay
on this scheme during the Fourth Plan is Rs. g crores; of this an amount
of Rs. 2.50 crores will have been spent by the end of 1971-72. Besides
the minimum annual non-lapsable grant of Rs. 10 crores suggested
above, the Central Government may continue to provide funds for
these schemes during the remaining period of the Fourth Plan, after
which the need for raising the minimum grant might be considered
in the context of the requirements of the N.C.D.C. for various program-
mes sponsored by it.

5.37 In this context, it would be relevant to refer to the arrange-
ments made at the national level for the development of cooperative
credit. In terms of section 46-A of the R.B.I. Act, the Reserve Bank
is required to contribute to the National Agricultural Credit (Long
Term Operations) Fund an initial sum of Rs. 1o crores and such fur-
ther sums of money as the Bank may decide from year to year provided
that the annual contribution during each of the five years commenc-
ing from 1st July, 1955 should not be less than Rs. 5 crores. In actual
fact, the average annual contribution was much higher. The total
amount to the credit of this Fund in 1970, was of the order of Rs. 172
crores; the amount contributed by the Reserve Bank in 1970 was Rs,
17 crores. A Statement indicating the annual contribution of the Re-
%e Bank to the Long Term Operations Fund is given at Annexure

IL.
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5.38 A net-work of facilities for processing, storage and market-
ing in the cooperative sector is of vital importance for agricultural de-
velopment. It is as necessary to find adequate funds for these schemes
as for comparable programmes for the development of agricultural
credit in the cooperative sphere. It is in this context that we suggest
a minimum contribution of Rs. 10 crores by the Centra] Government
to the N.C.D.C. for the different programmes entrusted to it.

5.3 Re-scheduling of existing Loans to Central Government.—On 31-3-
1971, the Corporation owned to the Central Government a sum of
Rs. 40.45 crores under various loans received for different plan schemes
in different years. These loans are normally repayable to the Central
Government over a period of 14 years.” The annual repayments to the
Central Government in respect of these loans are of the order of Rs.
2.4 crores as principal and Rs. 2 crores as interest. A suggestion has
been made to us that this entire amount of outstanding loans may be
converted as an outright grant to the N.C.D.C. so that, together with
the existing corpus of Rs. 24.50 crores, the Corporation could have a _
revolving fund of about Rs. 65 crores to begin with. We have suggest-
ed a recurring non-lapsable grant of not less than Rs. 10 crores annual
to the N.C.D.C. It would not be necessary to provide a further grant
of nearly Rs. 40 crores by way of conversion of the existing loans.
However, we would suggest that all these loans be consolidated into, a
single interest~free loan as on g1st March, 1971 along with a re-scheduling
of repayment. In this connection, we would refer to the provision
in the Agricultural Refinance Corporation Act relating to the Central
Government’s assistnace to that Corporation. Section 19 of the Agri-
cultural Refinance Corporation Act provides :

“The Central Government shall, after the appropriation made
by Parliament by law in this behalf, make to the Corporation an
interest-free loan of Rs. § crores, repayable in 15 equal annual
instalments commencing on the expiry of a period of 15 years from
the date of receipt of the loan: Provided that the Central Govern-
ment, may on a request being made to it by the Corporation, in-
crease the number of instalments or alter the amount of any instal-
ment or vary the date on which any instalment is payable.”

The A.R.C. Act thus envisages a 30 year loan from the Central Govern=
ment to the Corporation with a moratorium for 15 years. We suggest

a similar arrangements for the N.C.D.C. also in respect of the outstand-

ing loans of the Corporation as on 31-3-1971 to the Central Govern-~ -
ment. In other words, our suggestion is that the outstanding amount

of Rs.