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1, the Chairman of the Public Accounts Committee as autho- 
rised by the Committee do present on their behalf this 'ltventy-sixth 
Report of the Committee on para 62 of the Report of the Comp- 
troller and Auditor General of India for the year 1B81-82, Union 
Government (Civil) relating to National Cooperative Development 
Corporation. 

2. The Report of the Comptroller and Auditor General of India 
for the year 1981-82, Union Government (Civil), was laid on the 
Table of the House on 15 April, 1983. 

3. The National Cooperative Development Corporation is essen- 
t i ~ l l y  a promotional and developmental organisation responsible for 
the countrywide planning and promotion programme through co- 
operatives for marketing, agro-processing, storage and supply of 
agricultural input to the farmers. This Report highlights the defi- 
ciencies noticed by t :~c Cwwnittcc in Ihc working of NCDC during 
their examination. 

4. The Committee have noticed that the flow of NCDC funds to 
\various States has h e m  uneven. While some agriculturally develop- 
ed States had pr~port lonatel~ larger Cow of NCDC funds, undcr- 
developed States could not get a fair share of NCDC funds. This 
imbalance was stated to be due to weak cooperative structure in 
some of the States. The greater the constraints and difficulties in 
the development of cooperatives in lesser developed areas, the 
Committee consider that the NCDC should have put in greater 
efforts to remove the -0nstraints and overcome the difficulties. 

5. Keeping in view the fact that the Corporation has earned 
sizeable profits which has attract,ed an Income-ta~ of Rs. 2 crores and 
that the Corporation is assisted by the Union Government by 
substantial loans-as much as 4.4 per cent of the NCDC funds, the 
Committee feel that there is a strong case for reviewing the interest 
rates on loans advanced by the Corporation to the ceoperativc 
mieties through the respective State Governments. 

6. It  has been suggested that NCDC should be exempted fram 
Income-tax. An expert Committee has also made such a recornmen- 
dation. The case for exemption has become incontestable when 



bodies like National Bank for Agriculture and Rural Development 
and Indian Llairy Corporation have been exempted from Income-tax. 
'the Committee are convinced that NCDC ahould aleo be exempted 
from payment oi Income-tax. Larger tunds wul tnus become avail- 
able to NCDC for further promotional and dwelopmental activities. 

7. Out of 1441 processing units assisted by NCDC, 1,189 had been 
installed up to March 1983. Out ok tnese, only 327 unlts were run- 
ning satisfactorily, that is, not losing. The Committee observe that 
of the unts assisted, only 18.9 per cent of spinning mills, 75.3 per 
cent of oil mills and 85.8 per cent of other units had been installed 
as on 31-3-1983. This indicates that considerable volume of the 
assistance provided is yet to fructify. 

8. The Committee also find that out of the units installed, only 
25.4 per cent of sugar mills, 42.8 per cent of spinning mills, 23.1 per 
cent of oil mills and 27.9 per cent of other units are earning profits. 
This is not surprising as these are all consumer products and there- 
iore enjoy a 'Sellers Market'. I t  is necessary, therefore, to ascertain 
why industrial units are not being run profitably. Presumably, they 
have not been competently managed. EfFective steps should be 
taken to ensure that every unit is well staffed and competently 
managed. 

9. The Committee find that a large number of processing units in 
which heavy investments of NCDC alone are involved have heen 
running a t  a loss. It is so, in spite of the fact that NCDC has been 
maintaining its own technical personnel to undertake appraisal of 
the projects for setting up of processing units and subject each pro- 
posal to a detailed scrutiny before sanctioning assistance. I t  is sur- 
prising, therefore, that even though units are given assistance after 
thorough examination by professionals they incurred heavy losses. 
Obviously there is some factor to which the right weightage is not 
bemg given. In fact, the Committee find that barring large and 
medium scale fertilizer and cotton spinning units and a few other 
units, almost all other ventures in the cooperative field and in parti- 
cular the small units which are assisted by the Corporation are 
weak. The problem with regard to very small level cooperative 
societies is that of their leadership and their professional manage- 
ment. The Committee consider this to be the crux of the proldem. 
Even a cooperative venture had to be of an economically viable size, 
and no amount of financial assistance alone can get round this fac- 
tor. The NCDC can play a very useful role in concert with the State 
Governments to evolve enlightened leadership at grassroot level and 



training the professionals to manage cooperative venture of the right 
economically viable size. 

10. The Public Accounts 'Committee (1983-84) examined the 
Audit Paragraph at their sittings held on 9 September, 1983, 26 Dec- 
ember, 1883 and 15 February, 19414. 

-. 11. The Committee considered and finalised this Report a t  their 
sitting held on 8 January, 1986 based on the evidence already taken 
and written information furnished by the Ministry of Agriculture 
and Rural Development. The Minutes of the sittings form Part 11* 
of the Report. 

12. For reference. facility and convenience, the observations and 
recommendations of the Committee have been printed in thick 
type in the body of the Report and have also been reproduced in a 
consolidated form in Appendix 111 to the Report. 

13. The Committee place on record their appreciation of the 
commendable work done by the Public Accounts Committee (1983- 
54) in taking evidence and obtaining information for the Report. 

14. The Committee would like to express their thanks of the 
flicers of the Ministry of Agriculture and Rural Development for 

the cooperation extended by them in giving information to the Com- 
mittee. 

15. The Committee also place on record their appreciation of the 
assistance rendered to them in the matter by the office of the Comp- 
troller and Auditor General of India. 

E. AYYAPU REDDY, 
Chairman, 

Public Accounts Committee. - - 
* Not printed. Ow cpldt ted copy laid on the Table of the Hous: and 5 copies 

plaacd in Parliament ~ igraryd  



CHAPTER I 

REPORT 

[Based on Para 62* of the Report oftthe C.&A.G. of India for the year 
1981-82, Union Government (Civil) relating to Nationd 

Cooperatrz~e Development Corporation] 

INTRODUCTORY 

1.1 The National Cooperative Development Corporation (NCDC) 
a statutory Co,rporation, was set up in 1963 under an Act of Parlia- 
ment. It i,s essentially a promotional and developmental organisa- 
kion and responsible for the country-wide planning and promoting 
programmes through cooperatives for marketinq, ago-processing. 
storajie and supply of agricultural inputs to the fa.rmers. The 
activities of NCDC have undergone significant diversification parti- 
cularly sincc the beginning of the Fifth Five Year Plan. The Cor- 
poration is now aiding, in addition to its activities mentioned above. 
programmes relating to weaker scclions of the society, namely, 
fisheries, poultry. dairy, tribals, scheduled castes, handlooms etc. I t  
is also financing cooperative consumer activities in rural areas. The 
NCDC functions through its 7 Regiona! Offices located at Bangalore. 
Gowahati, Calcutta, Poona, Jaipur, Lucknow and Chandigarh and 4 
l'rojed Offices at Bhopal, Patna, Bhubaneswar and Hyderabad. 

Financial Assistance 

1.2 The main sources of the NCDC funds are Central assistance, 
internal accruals, market borrowings through issue of b0nd.s and also 
aid from International Development Agency (IDA) of the World 
Bank and European Economic Community (EEC). The size of the 
annual programme of the NCDC has progressively increased from 
Rs. 2.35 crores in 1962-63 to Rs. 96.11 crores in 1982-83. For the year 
1983-84, an outlay of Rs. 115.75 crores has been proposed. Cummu- 
latively, the NCDC has provided up to March, 1983, assistance of 



Rs. 587.84 crores. A statement indicating the State-wise assistance 
disbursed is placed below: 

Statomeat Showlag th. Flow OF NCDC Fuada to Different Stnto 
(upto 3 1-34983) 

-- -- - -. . -- 
S. Yo. Nrm- of tltr States Amount Population Percen- 

(Rs. in laks) in 1 9 8 1 ~  
t 0 3 p p :  

lation of 
India 
1981. 

I 2. Manipur . . 63.950 1 ,420,953 0 . 2 1  

rq. 'r'ripura . 0 . 3 0  



1.3 The project-wise break-up of the funds released for godowns, 
processing and cold storage activities is aa under: 

(a) Godowns .. Rs.122.73crores 
(b) Processing . . Rs. 220.16 crores 

(c) Cold Storages . . Rs. 24.90 crores 

1.4 Detailing the source of these funds, the Managing Director 
N C W  stated in his evidence before the Committee that "We have 
so far advanced Rs. 587 crores. Out of this 22 per cent are from our 
own resources, 24 per cent from market borrowings, 44 per cent from 
Government loans and Government subsidies and 8.7 from inter- 
national resources." +. . @ ,  

1.5 Asked about the financial position of the Corporation, the 
witness stated: 

"We are paying income tax to the tune of Rs. 2 crores every 
year." 

1.6 The Committee pointed out that when the Corporation is 
mabing such a huge profits, why it did not consider reduction in 
late of interest. The representative of the Department of Agricul- 
1 ure and Cooperation replied: 

"Our interelst rates are low. We are giving every year a sub- 
sidy of over Rs. 2 crores to the States. Then, you have 
to view this in relation to the overall size of the operations 
of this Corporation. We have got differential system. 
For areas which are backward. the rate of interest is 
2 per cent lower than the other areas." 

1.7 He further added: 

"Prima facie, it may be so, but we have to consider weaknesses 
in the organisation and the need of technically and pro- 
fessionally competent people. This august body has 
pointed out that our monitoring is not as it should be, I 
would feel that the real objective of this Corporation 
cannot be achieved unless we have in this organisation a 
large corpus of technical and professional. people. wit' I 

whom a spearhead team would fan out to the areas which 
are backward and help the States in setting their process- 
ing units, godowns. and so on. This is a vacuum which has 
to be filled. The return after payment of income tax 
comes to Rs. 5 crores. out of which Rs. 3 crores are going 



to the States as subsidy and the remaining amount is 
recycled." 

1.8 In reply to a further query from the Committee, Managing 
Director, NCDC stated during evidence: 

"Whatever surpluses are accruing from year' after year, they 
go into the corpvs. That corpus is available to us at zero 
per cent interest. I t  is from the corpus that our surpluses 
are, coming. We are building that up so that we have 
self-reliance and we are independent. That is our aim." 

1.9 He further continued: 

"One of the recommendations of an Expert Committee is that 
the NCDC should be exempted froin Income Tax. This is 
something available to recently created sister bodies like 
the-National Bank for Agriculture and Rural Develop- 
ment Indian Dairy Corporation. If we are exempted that 
much extra money would be available." 

1.10 In a subsequent note iurn7shed to the Committee, the Depart- 
n c n i  of Agriculture and Cooperation have furnished the following 
details of the grants for corpus received from the Governlnent by 
NCPC since its inception: 

-- - - - - - - - - - - -- .. - --- - 
( L ,  ( .OTPUF inhrrlted as on I 3-3-Gr 

from NCI) and Wrare- 
housing Board . . . 19.34 c 0 1  1 s 

(ii) Additional grants for the 
purposes of NCDC Act . 39. 7; crori s 

(iii) Net intcrcst earning . . 60.31 c:.orcs 

(i) Grant under various prog- 

ramme . . . . 12-61 Crol.13 

(ii) Income Tax . . . 14.43 crcr{s 

(iii) Admn. Expenses. . ro. 03 ccons 



Administrative Expenditure 

1.11 The administrative expenditure incurred by the NCDC for 
1980-81, 1981-82 and 1982-83 at the Head Oflice, Regional Offices and 
Project OfRces is given below: 

H d  Regional Project Total 
Of6cc Office OtEces 

The expenditure on TA/DA and contingencies for thrre 3 years at the Hcad 
Offlcc-, Regional O& s aqd Projrct *s has k n  as follows :- 

Year Head R 'onal 
e 0% 

Total 

Year Head R 'ond Pro'cgt Total 
Office aces otE?ca 



The staff strength at the Head oflice, Regional ofices and Pro- 
ject offices as on 141W1, 1-41982 and -141983 was as follows- 

St& strength aa on 
.-- -... - -- -- 

S. No. Place 1-4-81 1-4-82 1-4-83 

. . . . . .  i. Head office 391 413 439 

ii. Regional Offices . . . . . 96 92 98 

iii. Project Offices . . . . .  5 9 I I 

Staff in Position at Head Office, Regional Offices aud Project Offices of the 
Corporation as on 1.4.81. 1.4.82 and 1.4.83 

J .  Head Office 

I .  Croup 'A' . . . . .  6:) 8 r 82  

2 .  G r o ~ ~ p  'B' . . 1 1 2  115 I 2': 

4. Group 'U' . . . . . .  I I I  - -- -- I no 1'3- 
A. 

TOTAL : . . . .  3qt 4 ' 3  4 3') - - .- - - -- 

I. Group 'A' . . . . . 2 7 2,1 -'4 

Y .  Grtrup 'B' 10 I 8 21 1 

3. Gmup 'C' . . . 3O 32 33 

4. Grnl~p 'D' . . . 21 22 2 I 

Totd : . . . .  96 92 98 

111. Projed O f a m  

1 .  Group 'A' . . . . . .  I 4 4 

2. Group 'Bs . . . . . .  I I I 

. . . . .  ,3. Group 'C' 2 2 9 

4. Group 'D' . . . . . .  I 2 9 
.-- 

T o m ~ : .  . . . .  5 9 I I 



1.12 In 
following 

reply to a further question, the N C X  was furnished the 
information: - I 

(Rs in lalrhs 

S. No. Ycar Total Prog- Adminis- Expndi- Pmctn- 
mmme Ex- tr. tivc ture on tm cf 
penditure Expenscs tala~ y & Salary & 

allowan- allowan- 
ces  of ces to 
Staff total cx- 

penditutr 
(GI. 3) 

1.13 In reply to a query from the Committee, the Managing 
Director, NCDC told the Committee that Group C and D employees 
usually do not undertake tours. The witness further told the Com- 
mittee that "all the officers do not undertake tour to all the States 
in order to have discussions. States are visited by some officers of 
the Corporation every year." 

1.14 During 1982-83 there was an expenditure of Rs. 10,11,176 on 
TAIDA of Head Office whereas the staff in position on 1-41982 had 
been 81 Group A and 115 Group B officers. The average per officer 
expenditure under this head comes to roughly Rs. 50001- during 
1 982-83. 

1.15 According to a statement furnished to the Committee, 133 
officials (including 84 Group A, 38 Group B, 7 Group C and 4 Group 
D officials) of the NCDC pedormed 304 individual and 67 as a team 
member tours in 1980-81, 416 individual and 36 as a team member 
in 1981-82 and 379 individual and 142 as a team member tours in 
1982-83. The Managing Director alone undertook 75 individual and 
4 as a team member tours during this period. 

1.16 The Department of Agriculture and Cooperation at the in- 
stance of the Committee furnished a statement (Annexure I) detail- 
ing the foreign tours undertaken by employees of the Corporation 
during the years 1978-79 to 198283. I t  shows that the then Managing 
Mrector NCDC undertook 13 foreign tours during this period. 



S 

Monitoring 

1.17 The Committee enquired if the Ministry of Agriculture and 
Cooperation have made adequate arrangements to monitor the per- 
formance of NCDC and other similar agencies in various spheres of 
activities. The Additional Secretary, Ministry of Agriculture and 
Cooperation stated during evidence: 

"I straightway concede that there, is something to be done to 
strengthen the Ministry. The point is well taken. Our 
intention is to intensify and strengthen the Ministry set 
11p." 

1.18 In reply to a further query about the monitoring system 
evolved by the NCDC, the Managing Director NCDC replied during 
c vidence: 

"I concede that our system should be improved. And we have 
improved to a very large extent in the last few years. . . ." 

1.19 The witness further informed the Committee that NCDC was 
equipped with an evaluation cell. They have completed evaluation 
of Haryana and Uttar Pradesh and evaluation of Orissa was in hand. 
The Evaluation and Statistics Division have got field staff to conduct 
field studies. The NCDC also have Management Information Systems 
Division with some trained computer experts in it. Asked if the 
NCDC have conducted evaluation study on construction of godowns 
in Rihar to find out the reasons for slow progress there. The witness 
replied: - 

"We have not done the evaluation of the State. The institu- 
tional structure in Bihar is weak." 

1.20 Asked why the evaluation study of Bihar was not taken up 
when performance there was not up to the mark, the witness 
replied : - . . 

"After completing Karnataka, we will take up an evaluation of 
Bihar." 

1.21 The Committee enquired about the mechanism evolved to 
ensure that the guidelines in respect of grants released by the COF 
poration were adhered to. In reply, the witness stated:- 

"We ensure it through visits and discussions with the State 
Co-operative Banks. We ensure that the terms and con- 
ditions are fully complied with. We' get special audited 



statements. We have information on the basis of sample 
visits. Then the information is further supplemented by 
the State Government who inform us whether these units 
I~ave complied with the terms and conditions. The State 

. Government is always in the picture, because we take the 
tdew thait it is a State subject. So, the State Govern- 
ment is able to kno-w these things and it confirms whaf'the 
State Co-operative bank does." 

1.22 The Committee pointed out that in certain States, NCDC is 
releasing grants directly to State Cooperative Banks and enquired 
i f  NCDC have evolved any machinery to ensure that the grants were 
mtilised for the purpose for which it was sanctioned. The Additional 
Secretary, Department of Agriculture and Cooperation stated during 
evidence: - 

"We will take note of this very valuable suggestio:t" 

1.23 The Committee enquired if it can be presumed that coopera- 
tive movement in the country has been geared up and have become 
successful. The representative of NCDC stated during evidence: 

"In only these States in which the per capita il-rcome has been 
higher. it has been successful and in those States in which 
the per capita income is lower, this Cooperative movement 
has not gained momentum and the peop!e of t.hese States 
are not getting the benefit of the movement." 

1.24 The Naticmal Co~~pc.rntive Development Corporation was set 
up in 1963 esscntiall,v :as a promotional and developmental organisa- 
tion responsible for the country wide planning and promotion pro- 
grammes through co-operatives for marketing, agro-processiag, 
storage and supply of agricultural inputs to the farmers. The 
sources of NCDC funds inrlude Central assistance market borrow- 
Zngs and internal accrual by interest earnings. The net corpus was 
Rs 82.35 crores as on 31 March 1983. The NCDC has provided uptn 
31 March :I683 total assistance of Rs. 587.84 crores. 

1.25 Thc Committee are surprised to find that flow of NCDC funds 
to various States has been uneven. While some agriculturally deve- 
loped States like Pasjab, Haryana and Mahrvrashtra had propor- 
tionately larger flow of NCDC funds, under developed areas indud- 
ing Bihar, Wssa,  West Bengal. J&K which need these funds much 
more could not gct a fair ...hare of NCDC funds. The greater. the 
constraints and ditficulties in the development OF cooyerativcs i? 
lesser dewloped areas, the Committee consider t h ~ t  the W.C.1) C. 



should hnvc mode correspondingly greater efforts to remove t h e  
constra' nts and overcome the difficulties. 

1.26 The National Coopcra tive Developanent Corpora tion h3d 
Inherited from its predecessor body-NCD and Warehousing Board 
a corpus of IkF. 19.34 crores at the time af its inception. Subsequently, 
additional grants of Rs. 39.77 crores were received from the Govern- 
ment under the NCDC Act. Net interest earned till 3l March 1983 
amounted to Rs. 60.31 crores. After cleducting expenses, grants 
~ ~ n d e r  various prugranrmcs and income-tax paid, the corpus as on 
31 March 1M3 stood at Rs. 82.35 crores. The return after payment 
of Rn 2 crores as income tax comes to Rs. 5 crores a year. The Cor- 
poration has been basically set up to plan, promote and develop 
Cooperatives throughout the country. In this endeavour 2 has been 
helped by Union Government by substantial loans amounting to as 
much as 44 per cent of the total NCDC funds. The Committee feel 
that there is a strong case for reviewing t k  interest rates on loans 
advanced by the Corporation to the cooperative societies through 
the respective State Governments. This may be examined and t h e  
Committee informed. 

1.27 It ha\ bee.q s~rggcstcd that NCDC should be exen~pted from 
Income-tax. An expert Committee has also made such a reconi- 
mendation. The case for exemption has become incontestable when 
bodies 1:ke National Bank for Agriculture and Rural Developnwnt 
and Indian Dairy Corporation have been exempted !from income 
t a x  The Committee are convinced that NCDC should also be 
exempted from payn~e~it  of income-tax. Larger funds will thus 
become available to NCDC for further promotional and develop- 
mental activ ties. The Committee wouId' rikc this matter to he 
examined hv the Ministry of Finance and an early decision takc!~. 

1.23 The C~ l l ln l i t~~ t .  arc perturbed to find that the cstablish~l~ertt 
expenditure of the Corporation has been increasinq from year to 
year. It has increased from 0.89 per cent of the total Programme 
expenditure of Rs. 6,519 lakhs in 1980-81 to 0.96 per cent of Pro- 
gramme expenditure of Rs. 9,611 lakhs in 1982-83. The Corpcration 
had 011 1st 4p-il, 1983 ;I its corporate office as many as 139 officials 
(of th's 113 are group 1)' officials). The Committee are of thc view 
that the staffing pattern especially of the body devoted to promo- 
tional activity needs to be re-examined both to ensure economy and' 
&Q to ensure that more and more staff is deployed in the field so 
that the various Proyram~nes and promotional activities of the Car- 
perat'on are supervised effectively. This will also ensure eeonomx 
in expenditure on tours which also has been increasing un.luly. The 



Comnlittec are also not satisfied that the work of the corporation 
should normally necessitate tours abroad. 

h29 The Committee note that the system evolved in the Min;stry 
of Agriculture and Cooperation and also by the NCDC to monitor 
the progress of various projects/schemes has not been &dive.  
Since the Ministry as well as the Corporation are already satisfied 
that there exists this s e r i m  deficiency, the Committee trust that 
they will take stcps to see that an efficieat monitoring system starts 
working at thr earliest possible date. 

. 1.M Che Committee understand that in certain States, the 
National Cooperative l)evclopment Corporation have been releasing 
grants lirec tl y to State Cooperative Banks without involving the 
concerr ,d State Governments, In such cases, presently there is no 
mechar sm to ensure that the grants released are utilised for the 
purposc for whfch those were sanctioned. The Committee would 
like the Ninislry of Agrir~rlture and Cooperation to evolve a pro- 
cedure in co~~sultatiun with State Governments to ensure that the 
grants relesscd directly to cooperative banks are. utilised for the 
project srhema for which these are sanctioned. 



CONSTRUCTION OF GODOWNS 

2.1 It has been stated in the Audit Para that out of 15913 god~wns 
for which sanction was accorded, it had not been operated upon 
for 655 godowns-523 rural and 132 marketing. When pointed out 
by the Committee that one s f  the pre-requisites for sanction of 
godowns was that the society should have acquired the lands for 
construction of godowns and if it were so, why the sanction for 655 
godowns was not operated upon. The Managing Director, NCDC 
was unable to give any satisfactory explanation but assured the 
Committee that the system of monitoring had been improved over 
the years and with the installation of a computer, they would have 
no difficulty in furnishing infqormation about such matters. 

2.2 In a subsequent note furnished to the Committee, the Depart- 
ment of Agriculture and Cooperation have detailed the following 
reasons for which sanctions were not operated: 

- -.- - 
Non-availability of suitable sitrs. 

Rwiew of d~ciaions by Statr Govt. to provide aeistanw. 

Rp-organisa~ion of Socirtiea 

Faoalation in coat 

R.1-asxl by Statr Govr. but not claimpd from N.C.D.C. 

Assistance sinor rr.lrrued by X.C.D.C. 

- .- A 

"S. No. I Reasons No. of 
godowns 

25O 

87 

26 

43 

7' 

178 

2.3 The Committee desired to know the action taken by the Cor- 
poration in the cases where sanctions to construct godowns have not 
been operated upon. In reply, the Department have stated: 

"Owing to the large number of godowns involved, the moni- 
toring of construction is done by the Corporation with 
reference to the number of godowns sanctioned i.e. the 
quarterly progress reports indicate the number of 
godowns sanctioned, completed, under construction, drop- 
ped and not taken up. Based on the quartely progress 



reports and the position of releases made against the 
programme sanctioned year-wise, the NCDC analyses the 
position of godowns not taken-up for construbtion and 
w r i b  to the State RCS/Governments requesting them to 
assedss the reasons for not acting upon the sanctions and 
advise the NCDC about the specific reasons and also 
whether the said sanctions will be operated. The RCS 
has, inturn to obtain the required information from indi- 
vidual societies situated in rural areas. This exercise is 
a time consuming process. In cases where it is definitely 
indicated that a particular godown is not likely to come 
up, action is initiated to cancel the sanction. In other 
cases, the RCS is advised to take steps to expedite the 
drawal of funds". 

24  Asked why the sanction for such godowns were not cancelled 
by the Corporation, the Department have replied: 

"As a matter of general @icy, the NCDC cancels the sanc- 
tions only after it is clearly indicated by the RCSPtate 
Govt. that a particular godown is not likely to come up. 
In other cases, the sanctions are allowed to stand. In the 
instant cases, the State Govts. have yet to give their cleer 
recommendations to the Corporation. Action to cancel the 
sanctions will be taken up on receipt of the recommenda- 
tions of the State Govts. to this effect". 

2.5 At the instance of the Committee the Department of Agricul- 
ture and Cooperation furnished the following statement detailing 
the number of godowns sanctioned, dropped, completed under cons- 
truction and not taken up till 31-12-1933, since the inception of 
NCDC. 



s1. state Programme pro@;> m e  Net Progra mme Prom mme Programme 
NO. sanctinncd dropped to be comple- completed under cons- not t a b  

tipto 31-3-1983 upto 31-11-83 t d  upto 31-12-83 upto 31-12-83 truction up to upto 
to 31-r2-83 31-12.83 

. . . .  - - ......... - - - - - - - - . - - - - - - -  _ _ _ _ - _ -  
Rwal S f k q t .  I Arktg. Kur; l Mktg. Kurd .mtg.  Rurrl Mktg. Rural Mktg . --- ---- - 

I a 3 4 5 6 7  8 9 I 0  I I 12 13 I4 - _ _ .  -. - - ---- 
I Adhra Pradesh . 
a AIS m . . 
3 Bihar . . 
4 Gujar.! t . . 
5 Himachal Pradesh 
6 Ha yaia 
7 Jammu & kashrkr 
8 K a r ~  taka 
9 Kmla . . 

10 Madhv Pradeeh. 
1 1  ~ ~ h n d t r r  . 
In Megh:.lzya . 

18 Tamil Nadu . . . .  4012 325 24 5  3988 320 3673 306 290 10 25 4 
1gTripura . . .  160 1 7  49 1 x 1  17 89 15 22 2 . . . . 

Uttar Pradesh . . . .  6949 258 qR 2 6901 256 621 I 245 686 I I 4 . . 



2.6 Th6 Audit have observed that whereas the first instalment 
had been released for 13,836 rural and 1,422 marketing godowns, the 
second instalment had been released only for 0,633 rural and 848 
marketing godowns, which indicated delay in commencement of 
construction of godowns in large number of cases. Funds released 
for 4,203 rural and 574 marketing godowns, amounting to Rs. 580.76 
lakhs as loan and Rs. 142.30 lakhs as subsidy, remained blocked with 
the cooperative societies over a period of 1 to 7 years without realis- 
ing the objective. The corporation stated (August 1982) that 703 
rural and 1% marketing godowns were completed without release 
of second instalments. Pointing out that the construction of the 
godowns was required to be started within three months of the 
release of the 1st instalment, the Committee desired to know the 
reasons $m the delay in commencement of construction in such a 
large number of cases. The Department, in reply, have stated as 
under: 

"After the first instalment of the assistance is released by the 
Govt., delays take place in the commencement of con- 
struction work due to the following reasons: 

(i) Time taken in getting the plan and estimates of the 
godown approved by the competent authority in the 
office of the RCS/State Govt. 

(ii) Non-availability or scarcity of building construction 
materials like levy cement, controlled iron and steel, 
righi quality of bricks and sand etc. 

(iii) Un-willingness of the contractors to take-up works of 
construction in rural areas, especially in the remote, 
tribal and hilly areas; 

(iv) Non-availability of centralised arrangetments for taking 
up construction cf the sanctioned godowns. Tn cases where 
the societies themselves take-up the construction, adequate 
technicallenginceririg staff is not available to undertake 
the supervision of the construction of godowns. 

(v) Disinterest of Managing Committees to taking-up the 
construction. 

(vi) Lack of efforts on the part of the State Govts. in 
effectively implementing the programme. The Corpora- 
tion is implementing the programme through the State 
Govts. In addition to implementing the programme, the 
State Govt. is also financing a part of the block cost from 



out of its own resources. The primary and prinqipa! les- 
* ..L. , s p s i b i l i t y  for timely implementation of the programme 

rests in the State Govt. The success or failure of the 
programme therefore depends, to a large extent, op the 
efforts or lack of efforts on the part of the State ~ o v t .  

a 2.7 The Committee asked if the Corporation was satisfied with 
the reasons advanced, and justifying the delay covering the period. 
of 1-7 years. The Department replied: 

"Yes, to a large extent. While the Corporation is promoting, 
dhancing and monitoring the godowning programme, its 
implementation is. done through the State Govts Against 
the sanctioned programme of 14,359 kural and 1554 rnarket- 
ing  godowns. during the years 1972-73 to 1979-80, 948 rural 
and 148 marlceting godowns had been dropped and sanc- 
tions in respect of 523 rural and 132 marketing godowns 
were not operated upon. Of the balance sanctioned pro- 
gramme of 12838 rural and 1274 marketing godowns. 63.8 
per cent rural and 60.8 per cent marketing godowns have 
been completed, 21.9 per cent rum1 and 29.4 per cent 
marketing godowns are under construction. The godowns 
under construction are also likely to be completed in the 
nea- future". 

2.8 The C~cjnvnittee were t.old during evidence that in Bihar 352 
marketing and 562 rural godcwns were constructed against 511 mar- 
keting and 1511 rural godo\\ms sanctioned. Asked about the reasons 
for slow proqress in constr~~ction of godowns in Bihar, the Manag- 
ing Director NCDC re~died in evidence: 

"The institutional field structure in Bihar is weak". 

2.9 The Corrimittee desire2 to know the steps taken to strengthen 
the instituticnal weakness in States like Bihar where institutional 
structure was reported to be weak. The Additional Secretary, Minis- 
try of Agriculture and Corqxration stated during evidence: 

"Basically, first action has to be at the institutional level, then 
by the State Government and then whatever proposal 
they evolve, we have been going to their assistance. But 
we have to function under an established system and 
whatever IS permissible under the system, we are doing 
that. We would not like to trespass into their 
jurisdiction". 



2.10 The Committc enriaired if it was not a part of NCDC's func- 
tions to see that where the cooperative movement has not grown, it 
should try to foster the cooperative movement also. The witness 
re22ied : 

"NCDC's interaction with the existing cooperative institutions 
could be clclssified into two categories. One is with the 
processing and marketing cooperative institutions to, which 
funds have ilov\~l.  They are not newly created bodies at 
the instance of KCDC. The cooperative institution was 
already there. Take, for example, the primary agricultural 
cooperative society. What the NCDC is trying to do is 
that for their rural godowns it is giving partly loan, partly 
subsidy and other assistance. This is one category. The 
othcr one is where altogether a new institution has to be 
created like a spinning mill or a sugar factory . There 
the involvement of NCDC is far greater in ensuring the 
health of the institution". 

2.11 The Committee desired to know if any study has been made 
to find out why the progress in setting up Marketkg and Rural 
godowns is slow in certain States. The Department of Agriculture 
and Cooperation in a note have stated: 

"No formal study has been conducted into the reasom 2s to 
why the progress in setting up of marketing and rural 
rodowns is slow in certain States like Bihar. However, 
d 

var;.ous reasons for such slow progress come to the notice 
of the Corporation through communications~discussions in 
meetings hc.1d at various levels to review the prog;ess 
and visits by the officers of this Corporation. These rea- 
sons are as follows: 

(1) Yon-availability of centralised arrangements for taking 
up construction of sanctioned godowns. 

(2) Kon-availability of adequate technicallEngineering staff 
in rural areas. 

(3) Un-willingness of the contractors to take up works of 
construction in rural areas especially in remote, tribal 
and hilly areas. 

(4) Non-availability of scarce building constr~~ction 
materials at controlled rates. 



(5) Weak Cooperative structure, particularly at the village 
level". 

2.12 T3e Committee desired to know the special efforts made by 
NCDC to promote the construction of rural godowns in the coopera- 
tively under-developed$ribal areas. The Department have stated 
that the following measures to prdmote the construction of rural 
godowns in the cooperatively under-developedltribal areas have been 
taken: 

(i) Formulated schemes for providing financial assistance on 
liberal pattern. Under the schemes, assistance is provid- 
ed for construction of godowns in the cooperatively under 
developedjtribal areas with a loan subsidy ratio of 50350 
as against the 60340 followed in other areas. In these 
areas, the Corporation provides 50 per cent of the cost as 
loan and 25 p r  ccnl as subsidy as against the loan of 60 
,per cent provided for construction of godowns in other 
areas. The rest of the cost is met by the State Govern- 
ment as subsidy from their plan resources. 

iii) The Corporation provides loan assistance for construction 
of codowns in the cooperatively under-developed areas at 
an effective rate of 84 per cent per annum as against 
1@ per cent charged for the cooperatives in the other 
aI'e2S. 

(iii) Formulated a scheme for assisting appointment of techni- 
cal experts in the Technical and Promotional Cells of the 
Rate Cooperative Marketing Federations (SCMFs) ITribal 
Development Cocperative (TDCCs) etc., which covers the 
Civil Engineers for purposes of advising and help imple- 
mentation of sanctioned godourns of the affiliated member 
societies. For this purpose, the Corporation provides 90 
per cent of the cost on the experts as grant for a period 
of .5 years as aqalnst 70 per cent provided for appointment 
of such experts in the federations of other areas. 

(iv) Special drawings for construction of 50 M.T. capacity rural 
godourns in the hill areas have been prepared and circulat- 
ed to the States concerned for adoption". 

2.13. The Committee enquired about the specific steps that NCDC 
contemplated to overcome the bottleneck of weak cooperative in- 



frastructure particularly at. the village level. In reply, the repre- 
sentative of the Department stated during evidence: 

"NCDC does not claim that it is there to improve the func- 
tioning of the cooperative movement. It is really the 
work of the State level cooperative Departments to look 
after that. NCDC's role basically is to see that these co- 
operative projecls which are taken up by them are viable 
and for improving the viability, NCDCs promotional 
activities are very important. Let us take, fqr instance, 
storage. NCDC spent around Rs. 34 crores in 1982-83 for 
giving this type of assistance to the societies. Let us now 
think of the other institutions. The total assistance of 
NARARII is Hs. 8 crores in terms of re-finance in the same 
period. NCDC is really subserving a very important 
policy objective of the Government of India that basically 
the means of production, storage processing, marketing 
etc. should be passed on to the farmers' organisation, 
which means here the cooperative societies. It  means co- 
operative ~ssistance. As I have been submitting from the 
beginning, on their own many of the ventures with the 
co-operative assistance will not be vi~ble.  There are two 
ctrong elements of assistance to be provided to the co- 
operatives. 

1. Sizable estent of subsidy. 

2. Equity participation bv the State Government from their 
own fund and f m d s  obtained as loans from NCDC etc." 

2.14 In reply to a iurther query from the Committee in this re- 
gard, the Managing Director NCDC added during evidence that "basic 
1-espomibility for construction of godowns rests with State Gorern- 
rnents and State institutions. If these States do not fulfil their rcs- 
ponsibility, then NCDC would not sanction further godowns in those 
States". 

2.15 The Corninittee enquired if all the 50008 blocks in the country 
have been provided with rural godowns. The witness replied: 

"Probably we have covered 95 per cent blocks or so . . . . . . ?r 

2.16 Tcr this the representative of the Department of Agriculture 
and Cooperation added : 

''What you are raising is a very important issue. By and large 
we have gone by the State Government requirements. 
The proposal really emanates from them". 



2.17 Reaction to a suggestion from the Committee that the go- 
downs should be established in each block of the country, the Manag- 
ing Director NCDC .stated: 

"We totally accept this". 

2.18 The ccnstruction 01 1096 godowns (948 rural and 148 market- 
ing) was dropped subsequent to the release of &t or both instal- 
ments, but the recovery of assistance amunting to Rs. 25.96 lakhs 
(loan Rs. 22.50 lakhs; subsidy; Rs. 3.46 lakhs) for 687 godowns had 
not been made. 

2.19 The Committee desired to know why the assistance of 
Rs. 25.96 lakhs, including the su,bsidy of Rs. 3.46 lakhs, could not be 
recovered or adjusted. The Department in a note have stated: 

"The delay in recovering the amount of Rs. 25.96 lakhs includ- 
ing the subsidy of Rs. 3.46 lakhs, is primarily due to the 
time taken by the State Government in the identification 
of the society (s j involved. The Corporation is constantly 
pursuing thc matter with the concerned State Government 
for identification of the sozietv(s) and effecting recoveries 
of the anlvrmts involved in respect of each dropped go- 
down". 

2.20 Asked about the latest position regarding recovery of assis- 
tance in cases where construction of godowns has been dropped, the 
Committcr were informed that "a sum of Rs. 11.42 lakhs has been 
recovered leaving an amou<nt of Rs. 14.54 lakhs still to be recovered. 
This amount will be recovered through adjustment if the State GOV- 
ernrnent do not refund by the end of December 1983". 

2.21 ?%e Committee have been ipformed .$bat +he ,Corporation 
had not recovered interest on the subsidy ,refpded by the State 
Govt.(s) in respect of dropped godowns. The terms and conditions 
governing the Corporation's financial assistance to the State Govern- 
men t (~ )  provided for the recovery of interest on the loan portion 
of the assistance. "Tl~e terms do not envisaged recovery of interest 
on the subsidy refunded to the Corporation". 

2.22 The Committee asked why the sanctions for such godowns 
whose constructSon was not taken up was not cancelled and funds 
recalled for utilisation for useful purposes. The Department have 
stated: 

"One of the pre-requisites for release of Corporation's first 
instalment of assistance for the construction of godown 



is that the society should acquire suitable land and the 
State Govt. should have provided the finance to the 
society. On incurring initial expenditure on the acquisi- 
tion of land, it is normally assumed that the society is 
genuinely interested in the construction of the godown, 
unless otherwise il is specifically brought to notice of the 
Corporation, in which case action to cancel the sanction 
will be initiated by the Corporation. The progress of 
construction is watched by the Corporation through quar- 
terly progress reports submitted by the RCS/State Govt. 
On analysis of the progress reports and on further clari- 
fications from the State Govt., if a particular godown is 
identified as not likely to be taken up for construction, 
action is initiated to cancel the sanction and recall the 
loan In these particular cases, the Corporation has not, 
so far, received any intimation from the RCS!State Govt. 
that the construction is not likely to be taken-up. The 
question of sanction being cancelled and the loan recalled, 
therefore, has cot been considered, as pre-mature cancel- 
lation of the sanction may adversely affect the promotion 
of programme itself". 

2.23 Out of 9633 rural and 848 marketing godowns, for which full 
assistance amounting to Hq. 2444 .lakhs had been released, the cons- 
struction of 2818 rural and 260 marketing godowns (of which 1738 
rural and 185 marketing godowns were sanctioned prior to 1977-78) 
had not been completed till March 1982. The Committee desired 
to know the reasons for w r h  a huge backlog in completion of the 
godowns sanctioned even prior to 1977-78. The Department of 
Agricdture in a note have stated: 

"Out of the total programme of 7567 rural and 963 marketing 
godowns sanctioned during 1972-73 to 1976-7?, 5452 rural 
and 632 marketing godowns have been completed. After 
excluding the dropped godowns numbering 916 (792 rural 
and 124 markeMng), and the godowns numbering 131 (72 
rural and 59 marketing), for which sanctions were being 
operated upon. the percentage of completed godowns to 
effective number of godowns sanctioned works out to 81.3 
per cent. To say that there is 2 h u ~ o  backlog is, therefore. 
not borne out \I? the facts. In anv programme of this 
magnitude, which is spread over to remote rural areas in 
the entire length and breadth of the country a backlog 
of 18.7 per rent is not abnormal". 



2.24 The Committee asked if the NCDC had taken any concrete 
steps to overcome the inputs/monetary constraints. The Depart- 
ment have in a note, replied as follows: 

"Finance has not been a major constraint in the construction 
of godowns. However, the escalation in costs due to de- 
lays in taking-u;3 construction in some cases and the in- 
ability of the States to complete the programme within 
the sanctioned allocations was analysed in the Corpora- 
tion. It was found that in as many as 10 major States, 
a total capacity of 2 lakh tonnes was incomplete at 
various stages of construction like plinth/roof levels. It 
was further observed that the States were not able to 
allocate extra furids required for their completion from 
their own sources. The matter was, therefore, placed be- 
fore the meeting of RCS & Managing Directors of 
STATFEDS in April, 1982. The meeting recommended 
that the NCDC may consider sanctioning of additional 
finarcial assistance as one short operation for such units 
as a special c a x .  It was further recommended that in  
such States, inrlc-d of taking-up new programmes, efforts 
mav be concentrated on completion of incomplete go- 
downs. As a follow-up measure, the Corporation request- 
ed +he States in August, 1982 to assess the number of 
godowns left incomplete at various stages of construction 
and sen 3 proposa!~ for additional requirement of funds for 
their completion immediately to NCDC. The Corporation 
has shce sanctioned additional assistance for completion 
of 1 2  incomplete godowns in West Bengal and received 
pronnsals in respect of 72 godowns from Karnataka. 
Other States tire assessing the requirements of additional 
funds for completing the incomplete godowns in their 
States". 

2.25 The periodical procress reports required to be sent bv the 
States on progress of construction were neither received rcgdarly 
nor did it indicate the amount spent on each godown and amount 

remaining unspent etc. Consequently, the actual subsidy admissible 
in each case could not be ascertained nor could the Corporation take 

action to adjust any excess amount paid for each godown. The 
Committee enquired why the utilisation of the funds by the coopera- 
tive societies was not watched by the Corporation. The Department 
of Agriculture and Cooperative have stated in a note: 

"The Corporation pro-.ides reimbursement finance to the State 
Govt. for the implementation of the sanctioned storagr.. 



programme according to the prescribed pattern. The re-- 
leases of funds are related to progress in construction of 
godowns. The State Govts., in turn, pass on the assistance 
to the cooperative concerned, but are responsible to NCDC 
for repayment of the loans. The Corporation has neither 
the reslmnsihility nor the direct means of implementing 
the sanctioned programme and watching the utilisation of 
funds sanctioned;released for the construction of such a 
large number of rural godowns, spread all over the coun- 
try in the interior and remote rural areas. The .rd.ninis- 
trative responsibility for implementing the construction 
of the godowns and the proper utilisation of the funds 
sanctioned and released for the purpose rests with the 
State Govt. and the actual utilisation of funds sanctioned 
to the societies for the purpose is watched bv the State 
RCS and State Accountant General, who obtains the cer- 
tificate from the IiCS about the actual completion of the 
godowns and the utilisation of the sanctioned financial 
assistance (loan as well as subsidy). Thus the responsi- 
bility of watching the utilisation of the funds sanctioned 
to the cooperatives for construction of godowns primarilv 
rests with the State RCS1A.G. The Corporation is watch- 
ing the ulilisation through the quarterly progress reports 
being received from the State RCS. When the godowns 
are reported as having been completed, the assistance dis- 
bursed by the C~rporation is assumed as having beerl 
utilised". 

2.26 The Committee aslred as to how in the absence of availability 
of figures of the actual expenditure incurred by the societies on the 
construrtion of godowils etc. the Corporation arrives at the amount 
of subsidv w1+3~ is admissible on percentage basis of the cost of 
construction/projcct and how it ensures that the inadmissible or 
unutilised amount is rcfurded or adjusted according to terms and 
conditions governing the sanction. The Department have in a note 
stated as under: 

'Vnder the Centrally Sponsored Scheme of assistance for co- 
operativelv under-developed States, the Corporation pro- 
vidw 50 per cent of the cost as loan and 25 per cent as 
subsidy and the balance 25 per cent is provided bv the 
State Govt. 3s sub?idy from State Plan resources. Assis- 
tance on this pattern is also provided to the Cooperatives 



in tribal areas of the cooperatively advanced States. In 
all other areas, the Corporation's assistance is limited to 
60 per cent of the cost as loan and the balm 40 per cent 
is provided by the State Govt. as subsidy. It would, 
therefore, be evident that in bulk of the godowning pro- 
gramme, there is no element of subsidy involved on the 
part of the Corporation. Further since the godown is 
sanctioned on the basis of realistic estimat-es submitted to 
the 'Corporation, there is little scope for assistante remain- 
ing un-utilised, if the godown is completed according to 
the specifications. Moreover, the Corporation's assistance 
is being routed to the societies through the State Govt. 
The State Govt., in its capacity as the implementing 
agency, is responsible not only for the physical completion 
of the godown, but also for watching the utilisation of 
assistance sanctioned by it. The accounts of the "societies 
are audited by Registrar of Cooperative Societies. The 
amount of loan or subsidy remaining unutilised with the 
society is brought out in the report of the auditors. Action 
to recover un-utilised assistance is taken by the Corpora- 
tion as soon as a communication to this effect is received 
from the State Govt." 

2.27 The internal auditor of the Corporation had reported that 
there were c ~ s c s  wherein the second instalment of assistance had 
been released though the construction work had not ben taken up 
at all or had been dropped. The Committee desited to know the 
number of such cases in which the 2nd instalment of assistance had 
been rdeased even thoug, 1 the construction work had not been taken 
up at all or had been dropped or did not reach the plinth l tw l  a l ~ d  
enquired about the reasons for release of 2nd instalment i.1 t h s e  
cases. The Department have replicd: 

"There were 2159 rural and 251 marketing godowns for which 
finpncial assistance was released i i ~  lum-sum during the 
yeer 1972-74, of which 1762 rural and 204 m~irketing go- 
downs have been completed, 175 rural and 19 marketing 
godowns have heen dropped, and 146 rural and.11 market- 
ing godowns arc under construction. The sanctions in res- 
p ~ t  of 76 rural and 20 marketing godowns, which were 
not taken up for construction, have since been ca ire!lecl 
by the Corporation. Tn the interest of the expeditious im- 
plementations of the programme, it was decided to dis- 
burse the assistance, in lump-sum, in relaxation of the 



normal procedure of the refease of assistance in two instal- 
men.ts. The above decision was taken & November, 1972 
by the Corporation based on the recommendation of the 
Conference of the Registrars of Cooperative Societies. 
The lump-sum reIease was made subject to the fulfilment 
of the following conditions: 

.fi) The release of Corporation's loan assistance may be made 
in one instalmenl to S/Govts. on a selective basis, 
provided: 

(a) the society has acquired site for construction of the 
godown. . - 

(b) the State Govt. has sanctioned its portion of the 
subsidy. 

. (c) the State Goirt. ensures that 50 per cent of the loan 
assistance would be passed on to the society and the 
balance ~vould be kept in the society's bank account 
subjecl .to fulfilment of condition a t  (a) above. The 
remaining 50 per cent should be passed on to the 
society's account in the Coop. Bank and releases be 
rcgulated Ey an authorised officer of the State Govt. 
in accordance with the progress of construction". 

2.28 The Co~ninittce ]minted out that godowns were sanctioned 
after close scrutiny of project proposals at various levels and asked 
how after advancing funds for construction purposes, the projects 
were dropped at imple~nentation stage after spending a substantial 
amount r,f funds. The Managing Director, NCDC replied during 
ev!'deiwe: 

"The State Goverrmlcnt certifies to us that the site is available 
for the construction, then i t  certifies that the construction 
has come up to the plinth level and we have to believe 
the statements that we get from them. We cannot, in the 
system, physically visit the places where these large 
number of rural godowns were to come up. We are trying 
our best to improve the system of inspection. In  some of 
the States, we have a large number of persons in the field. 
We have project officers looking after these projects and 
they arc trying to visit as many sites as possible". 

2999 LS-3 



2.29 Asked! how in spite of inspections by field aflicers such 
instances of dropping of projects have occurred and t b  NCDC had 
been a helpless spectator unable to improve the situation. T'he 
Secretary, Ministry of Agriculture and Cooperation replied: 

"We are not at all helpless spectators. We have been trying 
our best to improve the systems and in such large pro- 
grammes, such diflcurlties do arise. We will try to im- 
prove the systems. As far as field officers a;nd Regional 
officers are concerned, we ha.ve Regional Offices in 
Bangalore, Poona, etc. In seven places, we have got our 
Regional Offices". 

2.30 Asked how the number of godowns for which assistance was 
given did not tally with tne number of godowns shown in the pso- 
gress reports by the State Governments, the Mariaging Director 
NCDC stated during evidence: 

"The State Governments have not reported correctly in some 
cases. . . . '' 

2.31 In reply to a question as to how the Corporation ensures 
proper utilization of the fund released by it, the Ministry has stated 
as under: 

"The Corporation took the following steps to ensure proper 
utilisation of funds released by it: 

Till the year 1970-71, assistance for construction of godoms 
was being provided by the Corporation through the 
State Govt. in one instalment, in advance of the actual 
expenditure. During the period 1972-74, the Corpora- 
ticn made the release of sanctioned assistance in two 
instalments instead of one instalrnent. The first instal- 
ment of assistance was released to the eligible socicties, 
in advance of the actual expenditure, at the time of 
saPction of the godown. However, the second instal- - was released only after the construction reached 
@htb lweL It was observed that due to certain proce- 
.jhrcal constraints, the State Govts, took considerable 
tdms in releasing the amounts to the cooperatives con- 
cerned, with the result that the amounts released by 
the Copration used to remain with the Govt. (s) for 
considerable time. In the light of this experience, the  
Corporation modified its scheme to provide release of 



funds on reinbursanent basis i.e. funds are now =leased 
t~ the Govtbr.., d y  when they cerbfy fhat the 
~UMMI&~ sanctioned by the Corporation has been re1e-d 
to the (4 concerned Moreover, the assistance is 
released in two instalments i. e. the first instalment is 
released when the society acquires land and the second 
instalment when the construction progresses and 
reaches plinth level. The utilisation of funds, both by 
the State Govt. and the society is built in the scheme 
of reimbursement finance, in as much as the State 
Government seeks reimbursement from the Corporation 
only after it has released the assistance to the society, 
which also has incurred the expenditure on the acquisi- 
tion of land a t  the time of release of first instalment and 
on the construction upto the plinth level a t  the time of 
release of second instalment. The State Governments 
are obliged to send progress reports to the Corporation 
in the prescribed format, indicating the number of 
godowns completed, under construction, dropped and 
nct laken up. Yurther, as regards the physical utilisa- 
tion ol the I'unds at the level of the societly, the State 
RCS in his capacity of immediate implementing agency, 
ensures that t hc  amount of financial assistance released 
tc the society for construction of godown is deposited in 
a joint arc,~irnt. The joint account is operated by an 
office bearer of the society and the Assistant Registrar 
of Coopcrativc Scietic;. The funds in the account are 
drawn on the basis of thc progress certificate given Sy 
the Block Overseer or the Ehgineer concerned with the 
supervision of the godown. These procedures ensure 
proper utilisation of the assistance released by the 
Cnrporation". 

2.32 On further enquiry about the position of incomplete 
godowns as oq 1-10-83, the Committee ,were informed that 1,821 
rural and 34 marketing godowns were incomplete in December 1980, 
but on 1-10-8% 871 rural and 13 marketing godowns have remained 
incomplete. 

. 2.33 It was .an essential condition for the grant of assistance for 
construction of n godown that the concerned cooperative society 
shanld have acquired tlre hnd on which it was to put up. That 
being so, it is astolrhhing that the reason for inability to proceed 



with the construction of as many as 250 godowns to which sanctioned 
had been accorded should be nm-ahilability of suitable sites. Evi- 
dmtlyf the assistance for these g h w n s  had been sanctioned with- 
out verifying the fact that suitable land had beem acquired. The 
Committee would like to be apprised of the reasons why there was 
such a glaring departure from a prescribed norm and whether any 
attempt was made to determine who was respqxrsible. 

2.34 The Committee find that out of the 42013 rural and W 5  
marketing godowns to bc completed upto 31-12-1983, only 34004 
rural and 6063 marketing godowns could be completed and 622Q rural 
and 585 marketing godowns were under construction. Constructim 
of 1789 rural and a 7  marketing godowns had not been taken up at 
all. A large number of these godowns not taken up for camtruction 
were in coopwatively underdeveloped States like, Bihar. Madhya 
Prarlesh and West Bengal. 

2.35 What is more yertmhing is the fact that the NCDC was not 
aware of the reasons fctr not operating these sanctions. The Manag- 
ing Director, NCDC has pleaded before the Committee that because 
of the reporting system which was in vogue during the period, he 
was not aware of the reasons for not operating these sanctions. He 
had further stated that Cooperation being a State subject, they had 
been insisting on the States to improve their reporting systems. 

2.36 O?wiouslyt bemuse of the faulty, rumbersonze and time 
consunling reporting system, the Corporation could not take timely 
action in respect of all those cases where sanctions to construct go- 
downs were not operated upon. 

The Corporali~n has not evolved any system for following up pro- 
gress in respect of sallctions accorded. The NCDC concels the 
sanctions given only after the State GovernmentlRCS concerned re- 
ports that a particular godowm had not come up. The Committee do 
not consider such a proccdnre to be satisfactory. 

The Committee have already stressed the need to improve the 
monitoring system in ihe foregoing paragraphs. They would like 
the Ministry to take up this matter seriously with the State Gov- 
ernments at  the appropriate level to bring about the desired im- 
provements in the reporting system and also to streamline the pro- 
cedure at the Centre undex* a time b u n d  programme. The Com- 
mittee will like to be hformed within six months of the prqgress 
made in this regard. 



2.31 Although the construction of godowns was required to be 
started within 3 nwrtlrs of the release of 1st instalment, the Com- 
mittee find that after releasc: of the first instalment for 13836 rural and 
1422 marketing godowns, the second instalment of NCDC loap and 
subsidy was released in rcspect of no more than $633 rural and 848 
marketing godowns. This indicates that the commencement of 
construction of godowns was delayed i,n respect of a large number of 
cases. Funds released for 4203 rural and 574 marketing godowns 
amounting to Rs. 580.76 I:~klls as loan and Rs. 142.30 lakhs as subsidy 
remained unwtilised with the cooperative societies for a period 
ranging from 1 to 7 Scars. The Committee are unhappy a t  this sorry 
statc of affairs. The dclay in the commencement of construction 
work has been cxplairred in terms of time taken in getting the plan 
and estimates of the godown approved by the competent authority, 
non-availnblililg of scarce constrttction materials, unwillingness of the 
contractors. nua-availnbilit~ of centralised arrangements for taking 
up construction, dis-interest of Managing Committees and lack of 
efforts on ihc part oi State Govemmezlts in effectively implementing 
the programme. The Committee are deeply concerned at the exis- 
tence oP these costraints 20 years after the setting up of the NCDC. 
It  appears that on appreciable efforts have been made by the NCDC 
to overcome these comlraiuts. The delay ranging from 1 year ta 
7 years on account of these constrsaints is highly deplorable. As the 
developn~enl and prcmotion of Cooperatives falls under the juris- 
dictions uf the States, it is in their own interest to remove the im- 
pediments and accelerate the construction of godowns. Suitable 
charges in the policy of granting subsidies, can go a long way in 
checking the tcndency of dis-interest and lack of efforts. They 
would like sonle n~echanis~n to be evolved and conditions laid ~ O W H  
at the time of sanctioa so that all those concerned with the cons- 
tructian of grdowns may not he found lacking in their efforts after 
the sanction is givcw for the construction of a gpdown. At the same- 
time, they would also like the Ministry to take up the matter at the 
highest level with the ronccrned authorities to resolve the problem 
of scarcc building ~naicrial. 

2.38 The pace of r.o~~straction of both-rural and marketing 
godowns had been notably slow in cooperatively underdeveloped 
States. Jn Bihar, out of 511 marketing and 1511 rural godowns 
sanctioned b!- the NCDC only 352 marketing amd 562 rural godowns 
have been coustrncted. It  is unfortunate that no study had been 
conductd to ascertain the reasons for such slow progress. The 
Committee are told that instih~tional field structure in Bihar was 



weak. Tha Committee appreciate that Cooperation being a State 
snbject, primary responsibility for the development and pramotion 
of cooperathee nests with the State Governments. They feel that 
Central Government on its part have created the NCDC essen- 
tially with the aim of promoting and developing cooperatives and 
therefore the Corporation cannot escape from its responsibility. 
The Corporation has to work in its constitutional framework for the 
promotion and dcvelop~nent of cooperatives in concert with State 
Governments to improve the functioning of the cooperative projects. 
The Committee would like the Corporation to take effective mea- 
sures in cqnccrt with the concerned State Governments for 
strengthening thc cooperative frame work where it has continued 
to be weak. They trust that the concerned Sbste Governments in 
their own interest would actively associate themselves with such a 
move. 

2.39 The Committee find that it has not been possible so Sar to 
provide all the blocks in the country will atleast one godown. Of 
the 5000 blocks in the country, about 95% have been provided with 
godowns. The Managing Direc'Yor, NCDC agreed with the' Com- 
mittee that each block in th.e country should be provided with at least 
one godcnvn. The Committee trust that NCDC will prevail on the 
State Governments concerned to ensure that every block in the 
country is provided with at least one godown. 

2.40 Construction of 1096 godowns (948 rural and 148 marketing) 
was dropped subsequent to the releace of first or both instalrnents 
but the recovery of assistance amounting to Rs. 25.96 lakhs (loan 
Rs. 22.50 lakhs and subsidy Rs 3.46 lakhs) for 687 godowns had yct 
to be cffectcd. The Committee have been informed that the delay 
in recovering tlw am:wiz', 3 a d  bcen duc to the time taken by the State 
Governments in identifying. This argument only underlines the 
poor monitoring arrangements of the Corporation. ;In a subs~luent  
note the Co~n~nibCee wclc infor~ned that a Fnm of Rs. 21.42 lakhs has 
been recovered leaving an amount of Rs. 14.54 lakhs still to be re- 
covered. The Committee deplore the delay in identifying the 
societies which have dropped their plans to construct godowns after 
withdrawal of assistance from NCDC and prolonged delay in the re- 
covery of assistance from them. I t  appears that the Corporation is 
not maintaining a list of societies assisted by them and their coordi- 
nation with the States is of a very low orders. This is not s desirable 
situation. The Committee would like the NCDC to maintain records 
of the societies to w b m  assistank has been provided by it and estab- 
lish suitable machinery for recovering outstanding amounts from 



$he societies concerned. The Committae also diad i4 difkult to un&- 
stand why Corporation did not racover interest on the suW& 
amounts from the State ~ o v e r k e n t s  in respect of dropped godem 
in accordance with the terms and conditions governing financial 
assistance to the State. 

2.41 The Committee obssuve that sanctions for godowns whose 
construction had not been taken up was neither cancelled nor funds 
recalled by NCDC. This is due primarily because of the faulty rc- 
porting system Thus where construction of godowns has beon 
delayed for 4 years after the sanction for the construction had been 
accorded, no information reaches the Corporation. The Committee 
would like the Corporation to Znvestigate the reasons for delay in alE 
such cases and take early action to revoke the sanction where so- 
cieties are not able to start construction, recover the funds and utilise 
them elsewhere. They would also like the Corporation to improve 
the reporting system as early as possible. 

2.42 The Committee note that out of 9633 rural and 843 markctina 
godowns for which full assistance amounting to Rs. 2444 lakhs had 
been released, construction of only 2818 rural and 260 marketing 
godowns (of which 1738 rural and 185 marketing godowns were sane- 
tioned prior to 1977-78) had not been completed till March 1982. The 
Committee are unable to accept the explanation that "in any pro- 
gramme of this magnitude, which is spread over to remote rural 
areas in the entire length and breadth of the country, a backlow of 
18.7% is not abnormal." It  is disturbing that in 10 States alone, 
godowns w'th a total capacity of 2 lakh tonnes were incomplete cven 
though a !arze al~~~tlbcr  of them were sa~lctioncd prior to 1977-78. 
Delay in taking up the construction work after sanction is accorded 
and subsequently in completing the work leads both to cost escalation 
and mom scriattslp to denial of benefits for the acrual of which the 
whole scheme is evolved. It is not unlikely that in some cases the 
projects become nonviable and uneconomic. The Cornm'ttee would 
1 hcrefore, like the Ministry to review the position in this perspective 
and make a determined effort for speedy completion of incomplete 
godawns. They draw some satisfaction from the fact that the Cor- 
poraiion has sanctioned additional assistance for completion of 12 
incomplete godowns in West Bengal and have received proposal:; h 
respect of 72 godowns from Karnataka. The other States are report- 
ed to be assessing the requirements of additional resources for com- 
pleting the incomplete godowns in their States. The Committee 
wouId like to know both the latest position 'and the action taken for 
(expediting the completion of the outstanding godowns. < .  



2.43 The Committee are pcrturbed to note that the Corporation. 
has no apparatus to watch utilisation of funds sanctioned(rclersed for 
~onstrnction of godowns to cooperative societies through state 
Governments. The responsibility for watching the utilisation of 
funds sanctioned by the Corporation is stated to be primarily that 
of the respective State Registrars of Cooperative Societies and of the 
respective Accolintants-Gcncral. Nevertheless, it is clearly necessary, . 
in the light of past experience, for the Corporation to set up its own 
inachinery for keeping a continuous watch over (,I) the progress of 
sanctioned works, (2) utilisation of moneys sanctioned end (3) prog- 
ress of the recovery of moneys sanctioned. 

2.44 Under the Centrally Sponsored Scheme of assistance for co- 
operatively underdeveloped States, the Corporation provides 25 per 
cent of the cost of project as subsidy. Assistance on the same pattern 
is also provided to the cooperatives in tribal areas of the cooperatively 
advanced States. In the absence of information about actual expelt. 
diture incurred by the Societies on the construction of godowns, it is 
not clear how the Corporation determines the amount of subsidy 
which is admissible on the basis of a percentage of the cost of con- 
struction. The Committee are also unable to appreciate the two 
statements that there is little scope for assistance remaining unutilis- 
ed and that action to recovery unutilised assistance is taken by the 
Corporation as soon as communication to this effect is received from 
the concerned State Government. The Committee consider that it is 
imperative for the NCDC to keep watch over the utilisation of assist- 
ance sanctioned by it. 
Litilisat ion n j  godowns 

2.45 The Committee were informed that sample utilisation 
studies of godowns were conducted by NCDC in the districts of 
Mandya and Shimoga in Karnataka, Palghat and Cannanore in 
Kerala Thanjavur and Tirenelveli in Tamil Nadu, Meerut in Uttar 
Pradesh and Pune in Maharashtra States. The average utilisation 
of godowns for the year 1978-79 of Southern States according to 
the studies had been as follows: 

_ - -- - 
Name of the Statr District O!, of averagc Utilisa- 

Rural tion 
Marketing 

_ -  . _ - - ___ 
Karnatala . . . . . . . . Mandya 10.6 54.6 

Shimoga 34.0 70' 2 

Kerala . . . . . . . . .Palghat 16.7 49' 1 
Cannanorc ' 5 '  3 31 ' 0 

Tamil Nadu . . . . . . . .'I'hiu,javur 26.7 27'3 
Tirunelvdi 22. o 13. I 

- - ------.- - -  - --- --- - - - -  - .  -- 



2.46. The following observations have been made in the sample 
study report of Meerut district: 

"These observations are based on field visits of 16 obt of 55 
societies, viz. about 33 per cent. I t  is thus a fairly good 
representation to depict the overall position in the dis- 
trict. The observations are: 

In most of the societies, the godowns were having two cham- 
bers, one for stockiq fertilisers and thc r*:l.,er for food- 
grains. None of the 16 societies visited by the team had 
utilised the foodgrain godowns for storing agricultural 
produce. All the two chambers are being utilised for 
storing fertilisers. If the stocking off fertiliser stock is 
inade in a scientific manner. then the stocks which have 
been kept in two separate chambers could have been 
acc~mmodated~stored only in one chamber. Thus, our 
finding is that the one chamber of 50 tonnes godowns 
meant for storing agricultural produce is unutilised. The 
temporary storage of wheat during the procurement 
operations or rabi is mainly done outside the building of 
the society and the chambers are not utilised for storing 
foodgrains. 

Thc utilisation for storing chemical fertiliser is not upto the 
optimum level. The average utilisatidn of fertilieer 
godowns is 30 per cent based on the study of 16 rural 
godowns.. . . . . . " 

2.47 The Study Report on utilisation ol' godowns in Poona dis- 
trict has also brought out the fact that utilisation of Marketing 
godowns in Poona district had been 40 percent and Rural godowns 
35 percent. The Study Report also contained the following ob- 
servations: 

"The godowns which I visited, their utilisation capacity 
works out to zero as the societies are not dealing with 
the ditsribution of fertilisers and other agricultural in- 
puts. It is reported that the members of the societies are 
purchasing the fertilisers and other agric~~ltural inputs 
from marketing societies located at Mandi level or Taluka 
level. 

(2) Out of 75 godowns for which information has been re- 
ceived, 4 godowns have been let on hire by the society 
to other societies, whereas in respect of other godown, no 



definite indication about their utilisation has been 
given. 

(3) The main crop grown under the irrigation condition is 
sugarcane which is disposed of as soon w it is harvested, 
whereas in other area, no surplus foodgrains are avail- 
able. 

(4) According to the information furnished by Distt. 'Dy. 
Registrar the utilisation capacity of rural godowns is 
35 per cent and marketing godowns is 60 per cent." 

2.48. In view of the low utilisation of godowns the Committee 
enquired if it was due to the fact that economic assumptions went 
wrong, the Managing Director NCIX! replied in evidence: 

"They did not  go wrong, but the management of the society 
went wrong. Because the area had the potentiality". 

2.49 The various studies conducted on utilisation of cooperative 
godowns inter alla have brought out the fact that capacity created 
has only been partially utilised The positicn is still worse in the 
case of rural godowns. In view of it the Committee desired to know 
the corrective steps that have been taken or are proposed to be taken 
by the NCDC and/or the States in the light of the findings of these 
studies. The Department of Agriculture and Cooperation in a note 
have stated: 

"The long term objective of reorganisation of cooperative 
structure at the village level is that they should emerge as 
viable organisation to effectively provide a package of 
services to the rural community for supporting agricultural 
production as also for marketing of agriculture produce 
and distribution of essential consumer articles to the rural 
community. The number of PACS has been brought down 
from over 2 lakhs to 50,000 and the process of reorganisa- 
tion is complete except in 3 States. A godown is a pri- 
mary requirement for the economic activities of a primary 
society. Resides, 4 modern building in the shape of 
godown builds up the image of cooperatives and inspire 
confidence of the rural community. Considering that the 
creation of infrastructure in rural areas cannot be com- 
pletely viable proposition, subsidy and share capital assis- 
tance are built into the financing pattern' by NCDC to 
render these organisation viable. The societies which have 
developed business are chosen on priority basis for assis- 
tance for godowns. So far, out of 95,000 primary agricul- 



tural credit societies, only 46,093 societies have ;been 
assisted. MPorts are made continuously to expmd the 
operations of these societies for providing better services to 
the farmers and improving the utilisation of godowns as 
also viability of these cooperatives. The experience is 
that the sodeties with godowns have considerably ex- 
panded their business and thus improved their viability." 

2.50 Tbe Committee rcgret to find that the utilisation of godowns 
rapacity had been very poor. In many cases it  is as low as zero. 
According to sample studies conducted in Mandya and Shimoga dis- 
tricts of Karnataka State the average capacity utilisation of rural 
godoms had becn 10 per cent and 35 per cent respectively. In the 
case of markcting godowns the capacity utilisation had been 55 per 
cent and 30 per cent respectively. m e  same picture has emerged 
from the crample studies of Palghat and Cannanore districts of Kerala 
where rural godown capacity had been utilised to the extent of only 
15-16 per cemt and marketing godown capacity between 21 and 49 
per cent. The position in other States viz. Tamil Nadu, U.P. and 
Maharashtra where sample studies have been conducted is no better. 
The sample study report on utilisation of godowns in Poona district 
points out that markcting godowns capacity utilisatiqn had been 
40 per cent and of rural godowns 35 per cent. It  is astonishing to 
note that utilisation of some godowns had been zero as the societies 
were not dealing wit!i the distribution of fertilizers and other agri- 
cultural inputs. It 11as been stated that low utilisation had been not 
because of economic :tssm~ptions were wrong as the area had 
potentiality, hut because the management of societies was defective. 
If this view is correct steps should be taken to improve the man- 
agerial efliriency of tbcse orpanisations. The Corporation must draw 
the attention of the State Government to the low utilisation of go- 
down capacity for taking np the appropriate action. 



CHAPTER UI 

PROCESSING -INDUSTRIES 

(i) Rice mills 

3.1 The NCDC had provided assistance of Rs. 1173.74 lakhs 
to various States for setting up of 747 cooperative rice-mills till 
March 1982. 729 had actually been installed. Of the remaining 
18 units, 14 have been cancelled and 4 are under installation since 
1971-72 and 1978-79 to which loan to the extent of Rs. 18.40 lakhs 
had been given by the Corporation. The Committee have been in- 
formed that the main reasons for delay in the installation of r ice  
mills were: 

( j )  Difficulty in getting const,ruction materials; 

(ii) Change of management by the State Government; 

(iii) Delay in release of assistance by the State Government 
and 

(iv) Time taken in completion of procedural formalities. 

The position of the units under installation is regularly review- 
ed by the Corporation. In cases where it is indicated that 
the society/State Government is not interested in the in- 
stallation of the unit or has not taken any positive steps 
in this direction, the Corporation withdraws its sanctions. 
Since the Corporation is following the procedure of pro- 
gress based reimbursement, no funds generally get blocked. 

3.2 The Committee have also been informed that out of the 747 
cooperative rice mi& (53 modern and 689 conventional), 184 sheller 
rice mills as shown below h a w  become defunct/dormant. 



2 Assam . . .  . . .  5 

3 Gujarat . . . .  . . 3 

4 Karnataka . . . . . .  1 

Madhya Pradesl~ . . . . . .  I I 

.F Maharaslitrrc . . . 3 9 

lo I\'rst Rengal . . - I 

3.3 The Committee enquired if any study has been conducted to 
find out the reasons for 184 shel1,er rice mills becoming defunct. The 
Department have stated: 

"No such specific study has been conducted. However. the 
reasons for the rice mills becoming defunct in different 
States become known to the Corporation through the 
periodical state-wise conferences and annual working 
reports of cooperative rice mills. The reasons for their 
dormancy are mainly State-Government's paddylrice 
procurement policies rendering !the rice milling activity 
non-viable and unequal competition with the private 
trade." 

3.4 A'sked if the Corporation before giving assistance appraised 
the financial viability of these mills. The Department replied: 

"No appraisal of the individual rice mills was conducted. The 
system of detailed appraisal of individual units was started 
from the year 1970-71 and thereafter this practice was 
adhered to." 

3.5 The Audit have pointed out that no overall evaluation of the 
scheme in operation for over 15 years had been conducted by the 



Corporation. The Committee enquired why the evaluation of the 
pmgmnme as a whola was not conducted to assess effectiveness of 
the programme. The Depil~tment of Agriculture and Cooperation 
have stated in a note as under: 

"The Corporation has conduc'ted evaluation of the scheme in 
respect of coopkrative rice mills set up in Madhya Pradesh. 
In addition, a study has also ben conducted in respect of 
cooperative rice mills set up in West Bengal. I t  may be 
pertinent to mention that the circumstances prevailing in 
different States are not similar and, therefore, any general 
evaluation of the scheme may be of little help. Further the 
Corporation has been undedtaking state wise studies of 
rice milling units by holding periodical conferences to 
review the working of cooperative rice mills and discuss 
the measures for bringing improvement in capacity utili- 
sation of rice mills." 

3.6 The Committee asked why the evaluation of the rice mills 
programme was not done in all the States in order to assess its 
effectiveness. The Department have stated as under: 

"Evaluation of the rice mills programme is being undertaken. 
in a phased manner. The same has already been com- 
pleted in Madhya Pradesh and West Bengal. The Corpo- 
ration has been undertaking a review of the cooperative 
rice mill units by holding State-wise conferences." 

3.7 The Committee asked how inspite of all the steps taken like 
development of management expertise, providing technical know- 
how etc. most of these rice mills are not utilising their capacity ?n 
full and are running at a loss. The Department in a note furnished 
to the Committee have stated: 

"The Corporation provides from time to time the required 
management and technical advice to the societies for effeo- 
tive working of the mills. The aotion on the advice has, 
however, to be taken by the society concerned. As a 
result of these steps the overall capacity utilisation of co- 
operative rice mills has gradually increased from 35.8 per 
cent in 1975-76 to 70 per cent in 1981-82." 

3.8 The Committee asked if NCDC was satisfied with the 70 per 
cent capacity utilisation of rice mills as achieved in 1981-82 and . 
whether this capacity was adequate to enable, the mills to function 



economically. The Department replied in aflirrnatve stating that 
"the Corporation is satisfied with 70 per cent capacity utilisation" and 
that "it was sufilcient for rice mills to function economically", 

3.9 The Study Group-I of Public Accounts Committee was in- 
rmned during the visit to that state that cooperative rice mills had 
a good start i n  West Bengal and the cooperative sector was able to 
produce three lakh tonnes of rice in the initial stage. But the com- 
bined policy of Central and State Government had resulted in the 
failure of cooperative rice mills. A rice mill which could not func- 
tion upto 60 per cent of its capacity must work at a loss and the 
levy policy of the State Government had made it well impossible for 
cooperative rice mills to attain that capacity. The Committee got a 
similar impression after their discussions with Assam State Govern- 
ment officials at  Gauhati. p e  Committee were given to understand 
that out of 40 cooperative rice mills started by the NCDC in Assam, 
5 were working at a profit, 32 were running at a loss and 3 were not 
running at all. The main reason for the uneconomic working of 
cooperative rice mills in Assam was that millers' levy of 50 per cent 
was in vogue in respect of rice mills owned by cooperative marketing 
societies. It was urged that if cooperative rice mills are exempted 
from this levy, as the mills owned by the State Cooperative Market- 
ing and Consumer Federation are, it would add to their competitive- 
ness in a big way. Another suggestion was that margin money given 
to cooperative mills may be increased so that they could compete 
efPectively with private traders. 

3.10 The Committee enquired if the Department of Agricultura 
and Cooperation agreed with the above views expressed by the re- 
presentatives of West Bengal and Assam Governments. The Depxt- 
ment in a note, have stated: 

"Yes, we agree with the views expressed by the representatives 
of West Bengal and Assam as regards the miller's levy 
policy. The margin money assistance is provided accord- 
ing to the requirements of each unit to enable it to raise 

bank finance for working capital purpom." 



3.11 The position of cooperative rice mills in other States and 
Union Territories is given below: 

S. No. Name of State No. of No. of No. s f  No. of 
reporting mills m mills in mills which 
mills profit low have not 

reported; 
thur profit/ 
lose posi- 
tion. 

I Andhra Pradesh . . . .  29 2S 4 
=. Bihar . . . . . .  10- " I 0  

3 Gujarat. . . . . .  22 I 6 6 
4 

4 Haryana . . ' . . 13 . - 1:) 

5 Garnataka . . .  Set 5%) 25 

: I Rajasthan. . .  C I 

369 2:; I 25 -- --. -- -- 1 13 --- 
3.12 The Committee desired to know whether the question of 

exemption of cooperative rice mills from levy has been 
taken up with the State Governments concerned. In 
reply, the Department have stated in a note:- 

-The corporation took up the matter for cxemption of co- 
operative rice mills from millers levy with the State 
Governments of West Bengal and Rajasthan. 'The 
co'acerned State Governments in turn requested us to 
take up with the Government of India for exemption of 
millers levy for cooperatives. The NCDC has also taken 
up with Government of India also for exempting coopera- 
tives from impositio'n of millers levy in West Bengal and 
Rajasthan States. The Government of India is yet to take 
decision in this regard. However, in case of Andhra 
Pradesh, the cooperatives have been given special prefer- 

ence and millers levy has been reduced from 50 per cent 



to 26 per cent in respect of cooperatives as a result of 
Corporation's follow up with the State Government." 

3.13 The Commitrtee desired to know the source of procurement 
oi paddy by rice mills in West BengaL The Managing Director NCDC 
informed the Committee during evidence as under; 

"They have to get al&. their paddy requirements from the Fwd 
Corporation of India. In West Bengal the system is that 
the entire paddy is procured and then supplied by the 
Food Corporation d India to the mills on a customary 
basis." 

3.14 The Committee enquired during evidence if in such cases role 
.of Cooperative rice-mills in wrnoting cooperative societies by pur- 
chase of paddy from them w& lost. The witness replied: 

"In this particular instance, yes." 

3.15 The Comlittec llote that out of 747 cooperative rice mills 
assisted by the NCDC till March 1982, 729 have been installed. OC 
the renlainhg 18 u i ~ s ,  11 have been cancelled and 4 units assisted 
to the extent ui  Its. 18.40 lakhs are under installation since 1971-72 
and 1978-79. It is surprising that i-tallation of these units should 
be i~~complcte even i h o ~ ~ g h  work on them commenced in one case 11 
years ago and in the other 7 years ago, Even after allowing reason- 
able allowance for clifliculties in getting constructiqn matmial, change 
of mauagement by Stale Go~ernments, delay in release of assistance 
by the State Govcr~ment and the time taken in completion of pro- 
cedural formalities, tilc unusually lcmg time taken for installation 
of rice mill* siuce 1971-72 can hardly be justified. And yet it has 
beeu stated that "the position of units under installation is regularly 
scviewed by thc Co,prrration". The Committee would like to know 
the latest position abou! the imstallation of these units, their initial 
estimated cost a:~d thc cost escalation that has taken place in their 
case. In view of the fact that b. 18.40 laklu had been given by the 
Corl~oration as loau E c w  thew 4 units, the Corporation's assertion that 
no funds gcncrnlly p t  h h  kect in such units is scarcely sustainable. 

3.16 The Comn~ittec conclude that the cooperative rice-mill pro- 
gramme has not becu sarccessful. Of the 689 cawentional rice mills 
184 have become defunrt!dormant-76 of these mills are located in 
Andhra Pradesh and 38 in Maharashtra. The rest are spread over 
8 other Statcs including Mndhya Pradesh (21), Orissa (16) and 
Punjab (15). The reasoas advanced for these mills becoming 
dorrnant/defunct are mainly State Govts' paddyjrice procuren14 
policies, rendering the rice milling activity non-viable. It h~ also 
led to unfair or unequal competition with the private t rade No cva- 



luation study of the Scheme on all India bvel @ 8o far b a t 1  

attempted, and eveh at Stat6 level t hy '  u&rtaken in 
of only 2 States nauaelY MPdhya 'PradecLb and West &engai. TL. 
Committee note that capacity UtfWon of some rice-mills has 'hum 
improved f m n  35.8 per cent in 1975-76 to 70 per &teiri 1W-82.- 
a result of better management and technical advice tendered by tbs 
Corporation. This improvement, however, rmlts ib their b&g oJb 
marginally above the brd-even point wbich is pranmrably 61k per 
cent. In this context the Committee note that out of 369 rice tdb 
in 1.7 States. 231 mills werc earning profits and 113 which cmstihah 
about 30.6 per c a t ,  were running at loss. Taking due note of this 
fact every effort should be made to remeve ail sttch constraints as 
hamper wonomic viability of rice-dls.  The Committee would alae 
like the Ministry of Agriculture and Coaperation to sort out the issue 
of millers levy with the Central Government and the State Govern- 
ment concerned at the highest level so that the Cooperative rice-miffis 
can compete witir the private trade on a basis of equality. 

3.17 The Commitkc understand that one of the functions assignad 
to cooperative rice-mills had been to promote farmers cooperative 
socicties by purchase oi paddy from them. However. they find ihpt 
in West Rengal. thc entire paddp had been procured by the Food 
Corporation of India in the first instance and then was supplied .to 
Cooperative rice-mills on customary basis. Thus, in this State the 
Cooperative rice-mills have lost one of their most important functien 
that of promoting cooperative societies through purchase of padiiv 
from them Thc Ministry will no doubt go into this as,pect as weif- 
The Corporation mwst be in touch with the Registrars of Coopemtiwe 
Sorieties of the concerned States and direct them to supervise the 
frmctioning of these rice nd l s  and if there are lapses on the park 6f 
maqagement of societies. take appropriate action against them. Ihr 
Corporation shodd also g!ve directions from time to time and d 
them to submit their fin~ncial accounts to them directly. Wherever 
they need any genuine assistance, that should be provided for. 

(ii) Margin Money 

3.18 To make the societies viable units, the corporation startcBk 
(1971-72) providing margin money as a short-term objective, to en- 
able them to make outright purchases of paddy on an increasing 
scale and draw funds arcording to requirements from Central Co- 
operative Banks. As on Nst March 3981, the Corporation had p* 
vided Rs. 270.51 lakhs as margin money to 204 cooperative rice ma%- 
Though this assistance was intended as a short-term objective, * 



position had  at changed in this r\egard over the years and the co- 
operative societies continued to procure paddy in the open market 
for processing. The scheme of providing margin money did not en- 
able the societies to draw funds according to their requirements from 
Central Cooperative Ranks. 

3.19 An expert Committee appointed in August 1978 by the Gov- 
ernment of West Ikngal had observed that only 16 rice-mills could 
be run out of 28 mills set up in the State. The remaining mills had 
been recommended for liquidation by the Committee. Out of 14 rice 
mills examined by that Committee, 41 per cent did not operate 
during 1974-75 to 1976-77 and the capacity utilisation of the orking 
mills was 17 per cent in 1974-75, 25 per cent in 1975-76 and 14 per 
cent in 3976-77. Working results for 1978-79 received by the Cor- 
poration from 1g units revealed that 12 units were idle and only 2 
units milled ahove 1,000 tonnes. the production of the remaining 4 
umts being 1e.s than 1,0013 tonnes. 

3.20 The State-wise I.)rcak up of rice mills which could be taken 
up for rehabilitation ~'cvival as identified bv the Corporation is given 
below: -. 

.--- -.- -- -- ------- 
S. No. Name of State No. of mills 

. . . . . . . . . . . .  I Aihar 8 

. . . . . . . . . . .  2 West Bengal 16 

3 Tamil Nadu . . . . . . . . . . .  Y O  

4 Andhra Pradesh . . . . . . . . . .  84 - 
Total r r 18 

3.21 It  has been stated thal of the above, the Corporation sanction- 
el financial asistance for rehabilitation of 8 cooperative rice mills in 
Bihar State and 10 cooperative rice mills in West Bengal State. The 
rehabilitation work in rcspert of these mills has been completed- 
The remaining 6 rnills in West Bengal would be taken up for rehabi- 
litation after watchin;: the performance of earlier assisted 10 rice 
mills in West Bengal. 

3.22 As regards the rice-mills in Andhra Pradesh it was stated 
that 23 proposals were received from Andhra Pradesh wfrich were 
sot  found to conform to the norms of viability Iaid down by the Cor- 



poration and hence. were rejected. The Government of Tamil Nadu 
was working out the rehabilitation programme. 

3.23 The Corporation as on 31 March 1981, took up modernisation 
of 270 out of 689 cooperative conventional rice mills with an assis- 
tance of Rs. 39.29 lakhs. Only 205 mills had been modernised till 
March 1982. 

3.24 The Committee desired to know the present working position 
of the 205 mills nlodernised with the assistance from the Corporation 
and asked how many of them are still suffering losses. The Depart- 
ment have replied as under: 

"Out of 205 modernised rice mills as on 31-3-82, the working 
position is available in respect of 146 mills (i.e. 71 per cent 
of the total ~nodernised rice mills). Out of 146 mills, 98 
mills (i.e. 76.5 per cent of the reporting mills) have earned 
profits and only 30 units (i.e. 23.5 per cent of the reporting 
mills) have incurred losses. The reinaining 18 units have 
not indicated the profit [loss position in their working re- 
ports. . . . . '' 

3.25 In a subsequent note furnished to the Committee the Depart- 
ment of Agriculture &. Cooperation have stated that "out of the re- 
maining 59 mills. informati011 has been received from 58 rice mills, 
out of which ?8 are working in profit, 12 in loss, 4 have sent incom- 
plete information and 4 are not working". 

3.26 The Committee understand that in order to meet the situa- 
iion created by the State levies the Corporation provided maran 
money amounting to Rs 270.51 lakhs to 204 cooperative rice mills as 
on 31 March 1981 to enable them to make outright purchases of pad- 
dy on  an increasing scale and draw funds according to rquirements 
from Ccntral Cooperative Bazlks. Unfortunately, this approach also 
did not succeed in procuring for the rice mills the required quantity 
of paddy. An expert Committee appointed by the Government of 
West Bengal in August 1978 observed that only 16 rice-mills could 
he run o ~ t  of 28 set up i the State. The remaining mills were re- 
commended for liquidation. The Corporation have identified 113 
rice-mills in 4 States namely Bihar, West Bengal, Tamil Nadu and 
Andhra Pradesh and sanct.ioned so far financial assistance for re- 
habilitation of I(! ricr-~nills. 

3.27 The Conmlittee note that the Corporation also took up for 
modernisation 270 cooperative cawentional rice-mills out of the 689 
and as on 21-3-1981 had provided Rs. 9-29 lakhs for the purpaw. 



Tbis made it possible for 205 mills to be modernised by March 1982. 
~ u t ~ o f  these 205 modemised rice-mills, 42 are still incurring l o w  
while the information abollr profit/lws is not available for 22 mills. 
Methodology should be evolved to ensure that all the units assisted 
for nlodernisation report their performance after modernisatio~n for 
proper evaluation. 

3.28 The Conrmitteo would like the reasons for losses to be identi- 
fied and timely corrective steps taken. The Committee sbould be 
iuformed in due course of the action taken in this regard nnd h- 
provemcnt achieved as a result. 

(iii) Cooperative dairy processing units 

3.29. With a view to providing marketing and process'ng faeili- 
ties to cooperative milk producers by establishing milk processing 
units, viz., m'lk chilling centres and milk processing plants in the 
area of milk potential, the corporation started providing financial 
assistance and technical guidance from 1970. By the end of 1976-80, 
the corporation had sanctioned financial assistance of Rs. 691.30 
lakhs for the establishnlmt of 39 cooperative units in 10 States. 

3.30 The Committee desired to know how far the objective of the 
assistance of Rs. 636.09 lakhs released for the development of co- 
operative dairy ~rocessing units were realised. In reply the Depart- 
ment of Agriculture and Cooperation have replied as under:- 

"The Corporation introduced a scheme during the year 1970-71, 
for providing assistance for the establishment of milk 
processing units. These units were set up with the objec- 
tive of procuring, processing and marketing of milk and 
milk products through the cooperatives. The Corporation 
provided assistance to the dairy cooperatives located in 
the area not covered by Operation Flood Programme and, 
as such, the assistance given by the Corporation was sup- 
plemental to the Dairy Development Programme cf the 
Central Government. As against a total programme of 
Rs. 116 crores under Operation Flood-I Programme. the 
CorporaBon provided total assistance of Rs. 638.08 lakhs 
upto 313-80 for the establishment of 16 large sized W S -  
sing plants and 23 milk chilling centres. The assistance of 
the Corporation was thus 5.5 per cent of the total dairy 
development programme in the cooperative sector. The 
break up of the assistance provided to 16 large sized miE 
processing plants and 23 milk chilling centres worked 4 



to Rs. 5.3 crows and Rs. 1.06 crores respectively. 15 of the 
16 medium scale units, with processing capacity rauging 
from 26,000 LPD to 1 .M) lakh LPD, are running in profib, 
In respect of milk chilling centres, an essential stipulation 
to their establishment was that sufficient number of milk 
producers societies would be organised by the State Gov- 
ernments concerned so that there is no difflculty in pro- 
curement of d k .  Where the State Governments have 
defaulted in organizing adequate number of milk produc- 
ers societies, the milk chilling centres have not been able 
to procure sufficient milk and have run into losses. Such 
units had to be desanctioned because repeated efforts made 
by the Corporation to pursuade the State Governments 
to take corrective remedial steps, did not prove successful. 

Since all the large sized milk processing plants and some uf 
the milk chilling centres are functioning satisfactorily, it 

can be stated that the objectives of assistance given by 
tht Corporation have, by and large, been achieved." 



6L Name of the tinit 
, No. 

XCDC h t r e  Date of Date d cornmis- Installed 
Rs. in lakks sanction $onins w=kY utrks?tmn 

A m a ~  *Capacity 

LPD - - - - - - - - - - - - - - - -  
Year Aver.ige 

I 2 3 4 5 6 7 8 - .- -- 
I MFA L & Milk Processing Coop. 

W r y  r)cv. Cuion Ltd., 9 

VishoLhzpatnrn , . .  . + , t g  12-9-73 Sept., '7; 5 0 ~ 0 ~ 0  1981 54.8% 

!gar 68.5% 

n Canara Milk Roducxrs Coop. 
Unia Ltd., Minipal . . 23.33 Feb', '76 Sept., '& I 1s,5w 1981 56.16% 

expindable to 
oo,ooo LPD 1982 38.75% 

3 West Roj.sthan Milk Produccrr 
Coop. Unfon Ltd., Jodhpur . . ~ 2 . w  Sept., Nrrv., ' 75 



5 @r Zilla Dudh U t p d  k S2 hi.- 
bar1 Sallgtr Ltd, Ajrrxr , . 

6 Oolb Coop. Milk Productrs 
Union Ltd., Jullundcr . . 

7 Qodawrl Khom S-h. Dudh 
U t p d k  San Ltd., Shinganpur, 
DLtt., i\h&gzr . . , 

Hoahi;irpur Coop. Milk producers 
Union I , d  Hd.iarpur (a Unit.). 

18.20 

roz. 78 

M i r ~ c h ,  '72 at., '75 

Feb., '73 Om., '79 





3.31 The Committe were also informed that out of 15 milk pro- 
lcessing units sanctioned upto 31-3-80, sanctions in  respect of 4 units, 
namely, one in Hulkoti (Karnataka), 2 units in Kota and one in 
Udaipur (in Rajasthan) have since been cancelled. The reasons for 
the cancellation of h e  sanctions for four dairy process;ng units are 
detailed below: 

1. Krishna Dairy Milk Union, D h a m r ,  Karnataka 

(i) Although the unit was commissioned in September 1973 
but the Milk Un'on could not organise adequate number 
of milk producers societies in the area of procurement, as 
envisaged in the project report. 

(ii) The Union did not provide necessary input facilities to 
the milk producers such as cattlefeed, veterinary services. 

.(iii) 

(iv ) 

In spite of NCDC's bringing to the notice of the State Gov- 
ernment and the Milk Union that creation of necessaly in- 
frastructure facilities and providing inputs to the milk 
producers which is essential and should be attended to, 
neither the State Government nor the Milk Union paid 
any serious attention and the unit was closed in March 
1976. 

The NCDC continued to follow up  with the State Govern- 
ment to restart the unit and to take necessary steps, as 
already suggested, hut without any success. 

TI. Kota Zila Dudh Utpadak Sangh, Kota, Rajasthan 

The unit was sanctioned in August 1972 and as per the i c r m ~  
and conditions 01 loan. ways and means advance of Ks. 7 
lakhs was released. The work on the project was, how- 
ever, not taken up bp the Sangh. The sanction was 
cancelled in May 1975 and the amount of Rs. 7 lakha 
released as ways and means advance was recovered with 
interest. 

1111. K o h  Zila Dudh Utpad.uk Sangh, Kota, Rajasthan 

The Kota Zila Dudh Utpadak Sangh again approa hed 
NCDC in 1977 for assistance. The State ' Government 
had lined up the civil construction work with the PWD 
and installation of plant through the NDDB and had 
assured proper implementation of the project. The 
Corporation, themfore, again sanctioned in September 



1980, which was completed by the end of 1M2. ' No 
assistance was, however, availed by the State Govern- 
ment from the Corporation. During follow up of the 
project, it was learnt that the 'State Government had 
decided to transfer the project to the Rajasthan Coope- 
rative Dairy Federation and to avail of the financial 
assistance from the IDC. Under these ~~~~~~~~~~~es, 
NCDC's sanction was withdrawn. 

IV. Udaipur Coop. Dudh Utpadak Sangh 

The reasons for cancellation of sanction for Udaipur Sangh 
are similar to those of the Kota Sangh. This unit was 
also transferred by the State Government to the Rajas- 
than Co-operative N i ry  Federation and financial assist- 
ance were made with the TDC. In view of this fact, the 
sanction was cancelled by the Corporation. 

3.32 In Uttar Pradesh, Corporation sanctioned 10 m'lk chilling 
plants of 4000 litres per day capacity and released assistance of Rs. 
70.37 lakhs for this purpose. Out of these 10 Centres, capacity utili- 
sation of 3 Centres was only 10 per cent each and of the other 7 wgs 
even lower. Low utilisation was attributed to weak organ'sational 
structure of dairy cmperative in the area. Sanctions for the units 
had been cancelled and the loans recalled by the Corporation (Janu- 
ary 199'2). 

3.33 In view of the weak organisational structure of dairy coope- 
rative in U.P., the Committee asked how the chilling units with a 
capacity of 4,000 LPD were considered as viable by the Corporaticin 
The Department of Agriculture and Cooperation have stated: 

"The Corporation was aware of the weak infrastructure .ef 
dairy cooperatives in the area. It was, therefore, apvrehen- 
sive of the viability of the units with bigger chilling 
capacities and hence as against a proposal of chilling 
centres of 10,000 LPD capacity, chilling centres with a 
capacity of 4.000 LPD were sanctioned. In the projeqt 
report prepared ,by State Government it was envisaged 
that each chiling centre will have 150 milk producers so- 
cieties in the area of procurement by the time other unit 
is commissioned and each society will supply 50 litre of 
milk in the 1st year and 125 litre during 5th year of work- 
ing. These projections were examined by the Corporation 
ahd keeping in view the weak structure of wcfetiq in the 
state during 1973-74, were considered on the high side 



Assuming some shortfall in the organization of the requir-- 
ed number of societies or supply of d k ,  a chilling centre. 
of 4,000 LPD capacity only was considered as potentially 
viable. 

In any development project, the reasonable projections made 
in the project report have to be taken into consideration 
while examining the v!ability aspe-t. The Corporation 
takes such projections made by State Government in to  
consideration while according its sanction. If the State 
Government had taken timely steps to organie the requi- 
l t e  number of societies, the structures of the dairy co- 
operatives would have been suitably strengthened whCch 
would have ensured supply of milk for a 4,000 LFD. The 
Corporation had been constrantly reminding the State 
Government to take steps in this direction and desanc- 
tioned the units only after sufficient time was given." 

3.34 The Committee learnt that there was low capacity utilisation 
3t 2 to 23 per cent in Milk Chilling Plant, Nalgonda in Andhra Prz- 
desh. The reasons for low capacity utilization of milk chilling cep- 
tre, Nalgonda intimated to the Committee are inability of the Milk 
Union to procure sufficient quantity of milk due to drought condi- 
tions in the area: inability to build up adequate infrastructurz of 
dairy coops. in the area, which resulted in low procurernegt of 
milk; and inability of the Union to provide input facilities like free 
veterinary aid and cattle feed to the milk producers, due to inade- 
quate resources which affected the production of milk in the area. 
The u~Gt was sanctioned in 1974-75 and it was commissioned in Sep- 
tember. 1977. During the initial stage of its commissioning (Septem- 
her to December 1978), the units was utilizing 50 per cent of its in- 
stalled capacity. This declined subsequently to 2.5 per cent in Mar 
1980 and 1.6 per cent in July 1980. Finding that the unit was no+ 
able to run and may close down, the Corporation took up the matter 
with the State Government to provide necessary support to the milk 
union in improving milk procurement for the chilling centre. As s 
result of efforts of the Corporation the State Government decided t9 
assmiate Nalgonda Chilling Centre with Andhra Pradesh Coopera- 
tive Dairy Federation. The Dairy Federation took over the unit In 
the year 1980 (16-8-1980), and since then there has improvement in 
procurement of the unit. The position of mi& supply has once 
again improved and the capacity utilization in June 1983 was 25 per 
cent. During the next flush season beginning with October, 1983 
the position is likely to improve further. 



3.35 Bangana Chilling Centre in Hirnachal Pradesh was sanc- 
tioned in October 1977 at the c&t of Rs. 3.40 l a u s  with an installed 
capacity of 2000 litres per day. The installation of the plant was 
delayed by more than 3 years leading to cost escalation and sanction 
.of additional assistance of Rs. 2.84 lakhs. The Unjt was Commis- 
sioned in November 1981. The monthly performance of the unit in 
t e r m  of milk handled is detailed below: 
Date of commissioning November, 1981. - 
Decunbcr 1 9 8 1  83 litter per day. 

Jwunry 1982 95 *' " 

February I :483 330 ,, .. ., 

March 

April 

3.36 Asked about l ! ~  harking rcsulls of the unit, the Dep~r t -  
rnerlt have stated: 

"The upit w a s  conmissioned in November. 1981. The tilwth- 
wise posit~on of handling of milk by this centre i ,  r iven 
abo;-e. The poor performance of the unit has bee!l a t t ~ i -  
butnd to inadequate infrastructure of milk producer socie- 
ties supplying mil!< to the Union in the atca of yrocu;e- 
ment and the presence of private traders who are in a 
position to pzy advances to the milk producers foi- i?Ut.- 
chase of milk cattle \&ich the  Union cannot do. The Cor- 
poration has hcen pursuing with the State Government 



and the Milk Union to strengthen infrestructure for pro- 
curement of milk, so thdt adequate supply of milk is as- 
sured to the milk chilling centre. In case the position does 
not improve very soon, the Corporation may have to 
consider withdrawing its assistance for the unit as a last 
report. " 

3.37 Another milk processing unit in Karnataka which was 
sanctioned loan assistance of Rs. 7.30 lakhs in 1971-72 and commis- 
sioned in $eptember 1973 was closed in March 1976 due to inade- 
quate suppJy of milk. Asked if the closure of the unit in Karnataka 
was due to inept planning and improper appraisal of the Project 
the Departmetrt have ~ t a t ed  in a note:. 

"The closure of Krishna Cooperative Dairy Unit in Karnataka 
, was not due to lack of proper appraisal of the project. 

The Project was sanctioned on the basis of figures of 
surplus milk availability in the region. The unit was 
comniissioned in 1973 and was dosed in March. 1976 for 
wan? of adequate milk procurement. It turned out that 
the actual availability of milk was for short of the prospects 
indicated by thc State Govcrnmcnt. The State Govern- 
ment and the Union did neither organise sufficient number 
of dairy coops, and after the unit closed in March, 1976, 
did m t  take steps to restart the dairy unit. As such it 
seems correct that there was inept planning on the part 
of t i  e State Government and the Union and lack of ode- 
quate efforts to put the unit on sound footings after its 
performance started decaying." 

3.38 With the objective of procuring, processing and marketina 
of milk and milk products through the Cooperatives, NCDC provi- 
ded afciistance to the tune of RA 636.08 lakhs upto 31 March 1980 for 
the establishment of 16 large sized milk processing plants and 23 
milk chilling ccntrcs ia ten States. The Committee have been infor- 
med that 15 of the 16 medium scale milk pme6lsing units are run- 
ning in profits. Howcver, the Committee find that 3 of these procM- 
sine units namely. Canars Milk Producers Cooperative Union Ltd.. 
b i p a l .  Ajmcr Zilln W k  Utpadak Sahakari S a w h  Ltd. Ajmer 
and Mahva Conperative Milk Producers Union Ltd., Sangnu have 
registered continuous decliue in average capacity utilisation during 
the last 3 jeans from 56.16 per cant to 445 per cent, 49 per writ to 
35.3 per cent and 523 per cent to 38.2 per cent mspectively. The 
average milk processing capacity u t i l i t ion  of Went Rafasthan Milk 



Producers Coopevative Unbn Ltd., Jodhpur has also been VeQ 
dismal ranging from 26.3 per cent to 'b.3 per cent during these years. 
The Committee would like the Corporation to keep a watch sn the 
working of them units and take up the matter of declining praduc- 
tion with the ~ & t e s / ~ o o ~ e r a t i v e s  concerned so that timely eorrec- 
Uve action cmkl be taken to improve their capacity utilisation. 

3.39 The Committee find that working of milk chilling centres 
had largely not been salisbctory. in Uttar Pradesh, of the ten milk 
chilling plants of 4000 litres per day capacity assisted by the 
Corporation: 3 Ccntrcs were functioning with capacity utilisation of 
10 per cent each and o t k  7 at even lower level. Milk Chiliin!! 
Plant at Nalgonda in Andhra Pradesh had been working at a low 
capacity of 1 to 23 per cent. Bangona Milk Chilling Centre in 
Himachal set up in November 1881 with an installed capacity of 
2000 litres a day could pracess c,dy &3 litres of milk per day in 
December 1981. The monthly pedorma,nce continued to be very 
poor with actual processing of miik being in the range of 95 to 499 
litres per day rlurinq the period January 1982 to April 1983. Krishna 
Cooperative Dr~ i ry  Unit in Karnataka comn~issioned in 1973 waq 
closed in March 1971i. The reasorls for poor performance of these 
milk processing units are stated to be inadequate infrastructure uf 
milk prodircer cool.c.r.,tive societies for supplying milk, inability of 
the ehillin,o Plant t r ~  provide input facilities like cattle feed etc. to 
milk producers and competition with private traders. The 
Committee are sorry to comment that the milk processing has 
proved to be a misadventure for the NCDC. The Committee \vr.uuld 
therefore recomnie.\rtl that this field should hetter be left to the 
other sp~ciaiiscd agcrwies like National Dairy Devebpment ~ o a r d .  
Indian Dairy Corp~ration and the State Dairy Development Corpora- 
tion wherever they cxkt. 



CHAPTER IV 
OTHER PROCESSING INDUSTRIES ' 

4.1 Some other objectives of the Corporation under the Act were 
2,) plan and promote production, processhg, expart and import of 
.agricultural produce and notified commodities through cooperative 
sxieties.  The NCDC has pruvided upto March. 1983 an assistaw? of 
Its. 224.50 crores to 1441 pro-.essing units which include 84 sugar fac- 
tories, 37 spinning mills, 126 oil processing units and 1194 other pro- 
cessing units like cotton ginning and pressing units, oil units, etc. 
'The Corporation is also stated to have provided an assistance of 
1Es. 81.43 crores upto 1982-83 to marketing cooperatives to increase 
their turnover from Rs. 160 crores i n  1962-63 to about Rs. 2300 crores 
in 1982-83. Expart of agricultural commodities by cooperatives have 
increased from Rs. 26 crores in 1973-74 to Rs. 750 crores in 1981-82. 
l h e  most notable success in  the field of cooperative processing has 
Leen reported to be by the sugar cooperatives which now account for 
.55% of the National output. 

In this context. the Committee desired to know the number of pro- 
xessng  units which were working satisfactorily and earning profit. 
The Depar tme~t  replied that many of the processing units like jute 
kaling units. rice mills. et-. were installed by cooperative markelin< 
societies as adjuncts to the normal business. Bigger processing unit,; 
u:ere, however. organised as separate cooperatives like sugar fat- 
i1r:es. spinning mills. etr. The number ;?:' mch  societieslprocr~:sing 
m i t s  working in profit is given below: 
Statmunl showing the nvmbcr o f p r ( ~ ~ s s i ~ z g  units uvr1,irig sa~i$clori~]eaming profits as on 31-3-1963 -- - - -- - -  - 
S. Nature of Number of Number of Number of 
No. Processing units units UD'? 

Units assisted installed e a m q  
UPW upto profits 
3 1-3-83 31 -343 

(out of 3) 
--I- _I_-.- - - -  -- 

I 2 4 5 -- - 3 
. - -- -- - -- -- 

1. sugar . . . . . . .  84 63 16 
. . . . .  2. Spinning M i l .  37 7 3 

3. Oil . . .  I 26 95 21 

a. Other Uniu . . . . .  1194 lo24 286' 

- 
+In addition, there ait I I O  Juu baling units and sg Cotton Ginning aod Prmiol 
Unia which are working su diuaat to xrmkzung roaietiu a d  arc adding to their o v ~ d  
.pmfi:abili+-#. Though, thc i:dorma:ioa about plofirability of ~ h c  individual unit8 u ruth W 
z ~ o t  been wnrkcd WL. 



FMt and Vegetabb Processing U d t a  

4.2 The Audit have stated that upto 1979-80, 24 fruit and vegetable 
processing units were sanctioned assistance of Rs. 261.10 l a b  by the 
Corporation, out of which Rs. 212.99 lakhs were released, and 5 other 
units which were provided assistance of Rs. 37.80 lakhs by the Cor- 
poration were liquidatedldropped. Of the 24 units assisted by the 
Corporation, working reports of 7 units were not received. Of these 
7 units, 4 units in Bihar and 1 unit in Kerala assisted to the extent of 
Rs. 23.06 lakhs had been closed down; a unit in Manipur started trial 
production by the end of 1979-80 and its working results were not 
known; and a unit in Andhra Pradesh was sanctioned assistance 
(Rs. 0.30 lakl~s) for expansion of its plant in the year 1979-80 which 
was yet to be completed. Of the remaining 17 units, the working 
reports of which were received by the corporation, 10 units were run- 
ning in losses and, as on 30th June 1980, their accumulated losses 
ranged from Rs. 1.87 laws 6a Rs. 233.14 lakhs. The capacity utilisa- 
lion of the 10 units in relation to their rated capacity during 1977-78 
lo 1979-80 ranged from 0.25 to 53 per cent. 

4.3 Asked if the 4 units in Bihar and one in Kerala were set up 
without proper appraisal, the Department in a note have stated: 

"The 4 units in Bihar were sanctioned assistance in 1963-66. 
At that time the Corporation did not appraise individual 
units before sanction of assistance but depended entirely 
on the recommendation of the State Governments. . . . . . . . 
In case of unit in Kerala which was sanctioned in 
1972 the proposal was examined in the Corparation and was 
found economically viable." 

4.4 The Committee asked if the Corporation have analysed the 
reasons for closing up of these units, the Department have in a note, 
replied as follows: 

1 

"Yes. The Corporation has analysed the reasons for closing up 
of the units. The 4 units of Bhar  were closed down due to 
the following reasons: 

(i) The units were locked up in an arbitration case with 
the supplier of machinery and equipment soon after 



their establishment, with the result, they could not 
start commercial production The cases were resolved 
only in 197.4-75. 

(ii) One of the units a t  MuzaPBerpur was taken into liqui- 
dation as it leased out its unit to a private party with- 
out approval of the State Gvernna~nt.  The other 3 
units could not start production due to lack of working 
capital. 

(iii) Although rehabilitation assistance in respect of the un:t 
at Darbhanga was sanctioned in 1976, the Society State 
Government did not take interest in implementing the 
rehabilitation programme. The sadction was subse- 
quently cancelled. The Corporation later sanctioned 
assistance for other two units also duritq 1981-82 but 
the progress of rehabilitation is uncatisl'actor~. 

With regard to one unit in Kerala. the unit was 
closed down due to uneconomical operations. It  paid 
higher price for raw material supplied by the members 
which resulted in high cost of production. The sales 
realisation were not enough to compensate for the cost 
of plroduction." 

4.5 The committee desired to know the present position of the 
accumulated losses in respect of the pro-essing unit in Punjab. Tn 
reply the Department have stated: 

"The Markfed Canneries incurred a net loss of Rs. 86.45 lakhs 
during 1981-82. The losses during the previous year were 
of the order of Rs. 32.32 lakhs. The accumulated losses of 
the unit upto 30th June, 1982 were Rs. 353.07 lakhs. With 
a view to improw its performance, the Corporation 11nder- 
took a study of this unit through a team of its officers in 
March, 1982. In pursuance of the suggestions made hy the 
team, Markfed Canneries has taken up the following steps 
to reduce the losses: 

(i) The staff was reduced to 30% to effect savings on 
salaries and wages; 

(ii) The payment of wages for work relating to processing 
of fruit & vegetables was linked to the quantnm of 

. . work done; and 



(iii) the unit agreed to take up production of only those 
items which made some contributions over the variable 
costs. 

The exact improvements in the financial posi- 
tion of the unit would be known only after the accounts 
for the year 1982-83 are compiled and received in the 
Corporation." 

4.6 The Committee enquired if the Corparation before advancing 
loans to this unit, satisfied itself about the financial viability of the 
project. In reply they were informed that "the proposal of MARK- 
FM) Canneries Jullundur for establishment of a canning and bottling 
line was examined by the Corporation and it was found to be econo- 
mically viable." Since the unit was suffering losses for a number of 
years. the Committee asked why early steps were not taken by the 
Corporation to undertake a study of this unit and start measures for 
improvements. In reply. the Department stated: 

"Through various annual progress reports, its position was be- 
ing watched. The Federation/RCS were -apprised of the  
position during the year 1979 & 1980 and were requested 
to take remedial measures. Thereafter the production and 
(;ales of the un;t started improving and it was expected that 
with the improvement in capacity utilisation, the profit- 
abilitv of the unit would improve correspondingly. How- 
ever, when losses started to mount and position did not 
improve. a preliminary study of the unit was made in the 
year 1981. The preliminary study indicated that the unit 
was s~lffering from trade loss, and therefore. an in-depth 
study of the unit be made. I t  was decided to undertake 
an in-depth studv of the unit. An NCDC team visited the 
unit in March. 1982 for the study." 

4.7 The Audit para has brought out the fact that a large number 
of Cooperative units started with the financial assistance of NCDC 
had been running into losses or had not started functioning. In  this 
context the additional Secretary, Ministry of Agriculture and Coope- 
ration have stated during evidence as under: 

"We will concede that there are a number of cooperative socie- 
ties financed by the NCDC whose performance has not been 
satisfactory. Our conclusion is that a cooperative soc'et-. 
undertaking economic activity like processing in particular 
has to be of a certain size. Viability and management ar-. 



very important. Now I m O  is also a co-operative society 
and we are proud to say that in the country its capacity 
utilisation is the maximum and its profitability is the high- 
est and the type of service which it is giving to the farmer 
no other private or public sector fertiliser unit is giving. 
This is a statement which I am making with a full sense 
of responsibility. Not for the reason that I am emotionally 
involved with the co-operative movement. You will be 
very glad to know that within a few years of its functioning 
it has been able to yomote another co-operative which wc 
now call KRIBHCO. This is a co-operative which is imple- 
menting the largest single campus fertiliser plant in the 
country and fortunately things are going very fine. Rs. 42 
to 44 crores has been the level of profit for the last two 
years. In the new society which I have referred to IFFCO 
is going to put in a share capital s f  Rs. 110 crores. We will 
be collecting another Rs. 30 crores from smaller level co- 
operative societies. I can give vou anv number of 
examples." 

4.8. He further added: 

"Wherever we have enlightened leadership plus professional 
management, the functioning of the co-operabive socie- 
ties is very good. The problem with regard to very 
small level co-operative societies is that of their leader- 
ship and in addition their professional management is a t  
a very low level." 

4.9. The Committee enquired why after making such a huge 
investment in Cooperative the NCDC have failed to evolve pro- 
fessional management. The witness replied: 

"It all depends on the size and the operation of the co-opera- 
tive society. But if you think of a small marketing so- 
ciety in a village with a turnover of a few thousan4 
rupees, how can they really afford professional manage- 
ment? Of course, they have some paid servants-we put 
it  like that. That is the basic problem. Though we try 
to give them subsidy, frankly, people of the proper cali- 
bre etc. of that scale are not possible. Most of these 
societies are societies of very small size where it is not 
possible, on account of the scale of their activity to bring 
in a professional manager. A lesson for us in future is 
that whatever we take up a co-operative venture it should 



really be of some magnitude, of some size where it is 
possible to induct a professional manager. There has to 
be some sort of a balanced democratic element, the mem- 
bership being known to each other. I think it should be 
somewhere in between the small size and the big size." 

Some constraints 

4.10 In view of the capacities of a large number of godowns, 
rid, mild dairies and other processing industries having been 
under-utilised or the purposes being dropped or the units having 
fallen sick, the Committee asked if the lack of managerial skill had 
been a factor responsible for this state of affairs. The Managing 
Drector, NCDC stated during evidence: 

"One factor vou mentioned is the management capability of 
the cooperatives. That I think is the root of every pro- 
ject that is taken up. We must have a self-reliant and 
sel f-generatin g,  confident cooperative movement. Over 
the years the movement has developed very well in 
some areas and not so well developed in some other 
areas, depending on the management expertise available 
with the local cooperative." 

4.11. To this Secretary, Department of Agriculture and Co- 
-ration added: 

"To say that everything is perfect with the NCDC will not 
be correct. On the other hand I personally feel that lot 
of professionalisation will be needed and lot of field work 
is needed for the NCDC to come up to the expectations 
which you and the cooperative movement and the pub- 
lic or farmers have in NCDC. For that it is very neces- 
sary that NCDC should have to expand on a professional 
level. 

You raised the point whether the cooperative movement has 
failed or not. My feeling is that the expansion in the 
cooperative field so far processing etc. is concerned has 
been very encouraging. In certain pockets it may not 
be so, but on overall country basis there is nothing to 
doubt that the cooperative sector if it is properly sup 
ported managerially, financially and technically, and it 
has got the NCDC and other organisations as friend, 
philosopher and guide, I feel for farmers, there is no 



alternative than to have cooprativisation of production, 
marketing processing and so on. We cannot have trade 
union or something of the farmers. It is the cooperative 
which can give them a good future. To the extent 
that we have failed as in the capacity utilisation and 
so on, my humble feeling is that what we are doing 
today is not for today, it is for tomorrow and day after 
tomorrow. Many activities are taken up progressively 
in backward areas where we were not there we tried to 
get into those weas. If capacity is not 2 per cent, why 
capacity of the godowns is reduced to 2 per cent? There 
is some sort of economic viability about the operation 
of a particular system; it has to be kept in view.. . . 
These rice mi& are going to act as a buffer between the 
farmer and the private trade.'' 

In a subsequent note furnished to the Committee. the Depart- 
ment of Agriculture and Cooperation furnished the following list 
$,f Cooperatives financed by NCDC which have failed on account 
I,£ lack of managerial skills, lack of marketing strategy for finished 
z.oods, and weak cooperative structure: 
- . - -- 
S. Name of thr Units Reasons for failur 
No. 

I .  I o Chilling Crntrca or Uttar Pradrsh . . . Wrak Cooperative 
Structurr 

2. 3 Milk Chilling Centre -f Himachal Pradesh . . . Do. 

3. Nalgonda Milk Chilling Centres of Andhra Pradesh Do. 

4. Canara Milk Union, Manipal. Karnataka . . . . Do. 

FRUIT @ VEGETABLE UNITS : 

1. H i m h a 1  Fruit Growers Coop. Markrt~nq n n i  Proctnsirl~ $0- Lack of manaqerial 
citty I,td., Himprutha Bhawan. Simla (Hirnarhal Prari-h) . ~kilh and lack of 

market in^ strategy 
for finishrd goods. 

2. Karnadhenu Coop. Wry & Fruit  bin^ Society, @li- Do. 
lrntta P.O. Onikatta, Sirsi, No th Kanara (Karnataka) 

6. M%ld, Mang.) Pra:rsing S r ~ ~ k t y  Ltd. MaIda. (Wr~tBcng.~l) . Do - - *- - -- _-_e---- 



4.12. Asked about tb steps taken to overcome these constraints, 
She 1)qartrner-t. have stated: 

"In mqect of Fruit and Vegetable units, Corporation recom- 
mended to the State Governments to entrust these units 
to the StatelNational Level Federations for strengthen- 
ing their management and also for improving the 
mmh- arrangements. A centrdised marketing 
scheme was a h  formulated by the Coqhrafion under 
which it was envisaged that National Agriculture Co- 
operative Marketing Federation would be entrusted with 
the task of marketing of finished products of these co- 
operatives. Some cooperatives are taking advantage of 
thia scheme. 

In respect of Dairy Units, the State Governments were re- 
quested to encourage the milk unions to organise an 
adequate net work of milk producers societies so that 
steady flow of milk to the chilling centres and milk pro- 
cessing units could be ensured." 

4.13 The Committee desired to know the specific steps that 
have been taken to strengthen the weak cooperative structure par- 
!.icularly at t.he village level. In reply the Department have stated: 

"The Corporation has been established for the purpose of 
planning and promoting programmes for the production, 
processing. marketing, storage etc. on cooperative 
principles. The .responsibility for building and adequate 
cooperative structure both a t  village and State Level 
is that of State Governments concerned. In so far as 
credit sector is concerned, the responsibility at the cen- 
tral level to arrange for adequate credit rests with the 
Reserve Bank of 1ndialNABAR.D. In the non-credit 
sector, NCDC is charged with promoting the pro- 
grammes. For the purpose of strengthening the cooperative 
structure, Corporation in implementing central sector 
schemes as also Corporation's sponsored scheme under 
which assistance is provided for strengthening share capital 
base of'the cckperat've societies margin money hr  raisinq 
bank finance, loans for purchase of transport vehicles, for 
creation of storage capacity, for puwhase of bests nets by 



iiskieries cooperatives, for establishment of cold storage 
plants, margin money assistance to village societies for 
distribution of consumer articles in rural areas, loans for 
rwitalisation of primary cooperative marketing societies. 
In cooperatively under-developed States, tribal and difllcult 
areas, schematic pattern of assistance framed by the Corpo- 
ration envisages element of subsidy as well as concessional 
rate of finance. The assistance is also provided for crop 
development schemes, appointment of experts in various 
fields in the Technical and promotional Cells of the mar- 
keting federations as well as for training and education 
programmes to the existing personnel of the cooperatives, 
Corporation also provides assistance for preparation of 
project reports, ikasibility xeports, marketing1 survey, 
financial management. All these schemes are intended to 
strengthen the cooperative structure both at the village 
and State level." 

Project appraisal 

4.14. The Committee desired to know the machinery in NCDC 
-0 mdce appraisal of the project proposals for the processing units. 
In re1 ly the Department of Agriculture and Cooperation have 
~ta ted  in a note:- 

'The machinery in NCDC to make appraisal of the projects 
for setting up of processing units consists of the officers 
b the Programme Divisions, Internal Screening Com- 
mittee for proposals under Corporation Sponsored 
Scheme, Screeuld Committee for Central Sector Srherr e 
and Technical Experts and professional Speci 31;s t~  in 
various disciplines. The proposals received in the Cor- 
poration are subjected to preliminary examination by 
the concerned Programme Division to establish, prima 
facie, tc~hqical feasibility of the unit. The proposals in- 
volving a block cost of Rs. 5.00 lakhs or less are scruti- 
nised by the concerned Divisions including technical 
staff of the Division. The projects involving a block 
Cost of Bs. 15.00 lakhs or more are appraised by a team 
Of odIicers consisting of the Technologists and Profes- 
8iond Spedalists of different disciplines according to 
the requirement of each project. The proposals along- 

1 with the report of the Appraisal Team, are, therefore, 



placed before the relevaat Screening Committee which 
consi&a of the Managing Director, General Manager, 
Flnanc'ial Adviser, Chief Directors and Management Con- 
sultants. In case of Central Sector Schemes, a represen- 
tative each of the Ministry of Agriculture and its Integ- 
rated Finance Division is also included. The Screening 
Committee are assisted in their deliberations by the 
Technologists of the concerned disciplines and specialists 
in finance, costing, economic, civil enginking etc. 
according to the requirement of each project." 

1.15. It has been stated further that practically all the four pro- 
zrarnme divisions of the corporation handle  proposal,^ for setting 
up of processing units, depending on the commodity on which such 
unit is based. These divisions have adequate number of technolo- 
gists relating to the indusry concerned. The typical organisational 
structure of a division is as under:- 

Chief Director 

Director I Consultant 

Deputy Director/Technologist 

Assistant DirectorIProject Officers 

Q h e r  supporting Staff 

4.16. Asked if these divisions are properly equipped to discharge 
this assignment, the Department have stated: 

''Yes, over the years, the Corporation has augmented its team 
of expertslprofessionals to help in the proper appraisal 
of the projecbs." 



66 
4.17 The National Cooperative ~ e v d & e h t  Carp&&& has pro- 

vided upto Narch, 1983 assistance of Rs. 224.a ckbreti tb 1441 proces- 
sing units ineludiug 84 sugilr factories, 37 spianing milk, a oil pro- 
-cessing units and 1194 other processing units like cotton ginning and 
rressing ~tnits cir. 13esidcs this, the Corporation has provided 
Rs. 81-43 crores upio 1k2-83 to the rnuke&,g cbo&rat'ives to in- 
crease their turnover. The Committee find that out of 1441 units 
assisted, 1159 had baen installed uflo March. 1983. Out of these, 
only 327 wi t s  were running satisfactsrily, that is, not losing. The 
Committee observe that of the units assisted by NCDC only 75 per 
cent of sugar units, 18.9 per cent of spinning m'ilfs, 75.3 per cent of 
oil mills and 85.8 per cent of other units had been installed as on 
31-3-198:. T!tis indicwtes that a ,qot inconsiderable volume of the as- 
sistance provided is yet to fructify. The Committee would like that 
the installation of the units receiving aid should he carried out within 
a fixed time frame and .sllauld be closely monitored so that comple- 
tion matT be in time awl ohstarle~ coming in the wag are speedily 
tackled. 

418 The Ccmmittee firrther note that out of the units installed. 
mly  25.4 per ceut of sugar mills. 42.8 per cent of spinning mills, 23.1 
per cent of oil mills and 27.9 per cent of other units are earning 
profits. T is is not surprisillf? as these are all consumer p rd l lds  
and therefore enjoy n 'Scllcrc Market' and have done so for a consi- 
derable period. It is neressary, therefore, to ascertain why these 
induslrinl ~witz; art. not being run ~ r d t a h l y .  Presumably. they 
hare nor been c.ompetentls managed. Effective steps should be 
taken to ensure that every unit is well staffed and competently man- 
aged. If need he suitehle trainlqg programmes should be devised to 
inculcate cost canscio~rsne~s at every level of t!w management. 

4.19 The ,4udit 1';lrazraph and the information gathered by the 
Cominittec shorn that ;i Imge number of processing units in which 
hea\y investments of NCDC alone are invol4ed had been running a t  
a loss. Thus of the 24 fruit and vegetablc processing units and 5 
other units to which It.;. 37.80 lakhs were given as assistance, working 
reports of 7 units haw not been received. Of these 7 units, 4 in 
Bihar and 6-e in Keralrl assisted to the extent of Rs. 23 lakhs had 
been closed down while in the case of 4 units in Bihar, NCDC sanc- 
tioned assistance on the recommezldation of the State Government. 
Thc assistance to XI unit in Kerala was sanctioned after the appraisals 
found the nn't to he ccanomically viable. The units in Bihar have 
been closed down due to arbitration cases with supplier of machinew 
som after their estal~lishment which were r d v e d  only in  1974.75 



and lack of interest on the part of societies. The unit in Kerala was 
closed down due to rmeeonomic operations. Of the remaini&g 17 
units, 10 units were running at a loss as on 30 Jme,  1980, their ae- 
cumuiatcd losses ranged from Rs. 1.87 lakhs to Rs. 233 lakhs. The 
capacity ntilisalon of 10 units ranged from 0.25 to 53 per cent of 
*their rated capaeity during 1917-78 to 1979-80. A proposal of the 
Markfed Canneries unit was examined by the Corporation for -tab 
lishmqnt sf a canning and bottling line at Jalandhar. As it was 
found to be e c ~ n o r n i c a ~ ~  viable, it was sanctioned. The unit how- 
,ever, inct~rred loss of Hs. 86.45 lakfis during 1981-82, and its axumu- 
lated losses upto 30 June. 1982 stood at Rs. 353 lakhs. The corrective 
steps taken to reduce losses are yet to show any results. In this con- 
text, the Committee note that NCDC has been maintainitlg its own 
technical personnel to undertake appraisal of the projects for setting 
up of processing units before sanctioning assistance. The proposals 
received in tbe Corporation are subjected to prelimi-ary examination 
by the concerned Pmgrmme Division to establish, prima-facie, tech- 
nical feasibility of the unit. Thereafter, they are scrutinised, wher- 
ever the block cost exceeds Rs. 15.00 lakhs by a team of officers consis- 
ting of the technologists and professional specialists of different disci- 
plines according to the requirement of the project. These proposals 
almgwith the report of the Appraisal Team are further scrutinised 
by the Screening Cmmittee which is assisted by the technologists 
01 the concerned disciplines and specialists in finance. costing, eco- 
nomics, civil engineering etc. according to the requirement of each 
project. T h u ~ ,  the Corporatiqn subject each proposal to a detailed 
scrutiny before sanctioning assistance. It is surprising therefore, 
that even though units are given assistance after such thorough exa- 
mination by professionals they incur heavy losses. Obviously. there 
is some factor to which the right weightage is not being given. 

4.20 In fact barring laree and medium scale fertilizer and cotton 
spinning mits  and n few other units, almost all other ventures h 
the cooperative field and ir. particular the small units which are as- 
sisted by the Corporation are weak. The representative of the 
Ministry of Agriculture and Rural Developmmt had been fmnk 
enough to admit that "a cooperative society undertakinx economic ac- 
tivity like processing in particular has to be of a certain size. Viability 
and management are very importance .... Wherever we have enlighte- 
ned Leadership plus professional management, the functioning of the 
cooperati~re societies is very good. The problem with remrd to very 
small l e d  cooperative societies is that of their leadership and their 
professional management". The Committee consider this to be the 
crux or t b  problem Even a cooperative venture had to be of an 



etonomically viable sizc, md no amount of financial assistance alone 
can get romd this factor. It is possible to prevail upon people in a 
larger area to join in undertaking cooperative ventures for processing 
agricultural products. Certainly, no unit, not of the right size should 
be supported. The NCDC can play a very useful role in cancert 
with the State Governments to evolve enlightened leadership at 
grass-root level and training the professionals to manage cooperative 
ventures of the right econonlically viable size. !l%e Committee re- 
cognise that cooperativc ventures have a very important role to play, 
but they cannot do so By wishing away or ignoring well recognised 
economic factors prevailing in the market. 

4.21 The National Cooperative Development Corporation is a pro- 
motional organisation and a premier institution assisting farmers to 
free themselves from thc clntches of private enterprises and middle- 
men a d  brokers who are appropriating the cream of profits generat- 
ed in agricultural sector which process, store and market agricultural 
products on terms which are not fair to producers that is the farmers. 
The Committee are of t l ~c  view that the time has come for this ques- 
tion to be studied in depth in the light of the experience so far gain- 
ed by- the NCDC and formalate its policies to play an important role 
in the rural sector so ss to strengthen the sources of production. 

N w  ~ H I ;  

February 12, 1986 
Magha 21, i907 (S) . 

E. AYYAPU REDDY, 
Ch&.rman, 

Public Accounts Committee. 



(APPENDIX-f) 
( YIYC para I I 6) 

Statement Slwwirlg drtails crf  f o r r i p  tours rlrtdtrtakn by  employees of the Corporati011 during- the yecrs 1978-79 to 1982-83 

S. Nn. Nnmr 6 D-signo tion Placrs visited 

_ _ _ _ L _ - ^ - _ _ . _  .. .. _ . 

1 2 3 
- _  __-. 

1978- 79 
I Sh. V.R.L. btthur! 

btrmg~ng 9 1 w c 1 ~ ~  B..n~ktb 

3 Sh. V.B.L hhthur, Wa~hingtorl 
&n?ging Director 

s p a .  95 To attend the meeting of tne 
Genera 1 Asscmblv of Associa- 

1426.70 To Participate in the sympxiurr 
entitled Cooperative against . 
rural Powr ty organised by 
COPAC (lting of FAO). 

22006.25 To Participate in the pmjrct 
& TecbW andhfanagcment 
Development of oil Seeds 
Rodsing in India with 
z&istance of the Cooprativc 
league of U.S,A. 

I 8661 .y - do- 



- -- -- - -- --- - 
I 2 4 3 7 6 7 8 
-- ---- .-- .- -- -- _ _  _ _ _  - ___ - -- a -  __--- 

6 B.". S h e h w  t .  WasMqtcm ro .q .  78 to r . I C J .  78 I 6,$,+. otr 1657.1)" 18641 .go To participation in the pro* 
TmhnoIngi SI technical & b4ana merit Dew 

~ ~ p m n t  oil ~ ~ ~ ~ O c e s S i ~ g  
in India with the assiston@ of 

thc Copvatire league of U.S.A. 
7 Sk. Bha7wr.t Da;: b i p z i g  I I 7 6,zE r x  - 6263.9~ Advmcr trdihing in  t k  field 

A ~ t t .  Di rrctr-r of &riculturr, Frrestry 
Choperetion and State fwmr 

8 Sh. V.B.L. 5htb.ur. V i  21, .  I r .7f? r o d  . 12.78 17:5a(l .r)n 12024 M P C & ~  .YO %-gotic L ~ V R  with tke worldB.nk 
.\lWaqiclg Dilccvlr fcs .  NCDC's S t w s . ~  Prokc 

fis H r y ~ a ,  Orisa'B U.P. 
? Sk. K.J.S. Blt i t ia .  \ V . l \ l > . i r ~ ~ t r v ~  r I 1 t 4 2 ,  7 r 7.22r1.rm ~ ~ 1 1 o . u r b  ~ ~ I ~ ( I . ~ J o  - do- 

Cencrd 1 Xh11agr1. 

- . - - -  - - -  . -- - 
1 . z . 8 r ~ t ~ r 2 . 2 . a ~  9.qOlr1.;j ,1852 "3 2 9 4 3 . 7 0  Tt pxticipdon in the XWI 

ammess of the Internationzl 





APPENDIX I1 
Para 62. National Cooperative Development Corporation 

(Vide para 1 sf Introduction) 

The National Cooperative Development Corporation was set up 
.on 14th March 1963, under an Act of Parliament to plan and pro- 
mote programmes for the production, proceesing, marketing, storap, 
export and import of agricultural produce and notified commodi- 
ties through cooperative societies. The role of the corporation, as 
a promotional and financing institution, consists, inter alia of a p  
p r W  of proposals for financial assistance, release of financial 
assistance based on physical programmes, and also monitoring the 
various programmes with a view to advising the State Governments 
and the concerned co-operative for effective implementation of these 
programrmes. The corporation advances loam and grants to co- 
operative societies through State Governments or State cooperative 
'banks on the guarantee of the State Governments. The assistance 
under the various schemes is sanctioned by the corporation on the 
basis of proposals of the cooperative societies, recommended or 
sponsored by the State Governments. The corporation obtains i ts  
funds mainly from the Central Government and by market bor- 
-owin@. 

To end of 198041 the corporation had released financial assist- 
mce of Rs. 399.68 crores-Rs. 361.24 crores as loan, &. 35.04 crores 
as subsidy and Rs. 3.40 crores as investment. A few schemes fin- 
mced by the corporation were reviewed in audit during June- 
September 1W1 and are discussed below: 
2. Construction of godowns 

2.1. The corporation renders assistance to cooperative societies 
for construction of godowns in 2 instalments; the first instalment of 
50 per cent is released after the cooperative society has acquired 
land and the second instalrnent of 50 per cent when construction 
work reaches plinth level. The construction work is required to be 
started within 3 months from the date of release of the first instal- 
ment by the State Government and is to be completed within 13 
to 2 years. Assistance to cooperatively under-developed States) 
Union Territories is given partly in the form of susidy (va$ng 
from 25 to 50 per cent) and balance in the form of loan and to co- 
operatively developed States in the form of loan to the extent of 
60 per cent of the cost of constmction. Assistance is released by 
t h e  corporation as reimbursement to the States with reference to 



assistance released by the States to the cooperative sdcieties. Bet- 
ween 1972-73 and 19'79-80, the corporation had sanctioned assistance 
of Rs. 41.94 crores (loan: Rs. 37.20 crores and subsidy: Rs. 4.74 
crores) for construction of 14,359 rural and 1,554 marketing godowns 
in different States (excluding the godowns sanctioned under Inter- 
vqtional Dewldpment Association and Zuropean Economic com,- 
munity project) without taking into account the extent of utilisation 
of existing storage capacities created in the States in earlier years. 

2.2. A review of progress of construction of godowns sanctioned 
during 1972-73 to 1979-80 revealed the following:- 

- o f  the sanctioned assistance of R.s. 41.94 crores (loan: 
%. 37.20 crores and subsidy: Rs. 4.74 crores), Rs. 31.21 
crores (loan: Rs. 28.62 crores and subsidy: Rs. 2.59 
crores) were released for construction of 15,913 godowns 
(rural: 14,359 and marketing: 1.554) against which only 
8,994 godowns (rural: 8.219 and marketing: 775) were 
constructed upto March 1982. 

- Out of 15,9113 godowns for which sanction had been 
accorded, it had not been operated upon for 655 godowns 

- Whereas the first instalment had been released for 13,836 
rural and 1,442 marketing godowns, second instalment 
had been released onlv for 9.633 rural and 848 marketing 
godowns. which indicated delay in commencement of 
construction of godowns in large number of cases. Funds 
released for 4,203 rural and 574 marketing godowns, 
amounting to Rs. 580.76 lakhs a s  loan and Rs. 142.30 lakhs 
as subsidv remained blocked with the cooperative so- 
cieties over a period of 1 to 7 vears without realising the 
objective. The corporation stated (August 1982) that 703 
rural and 129 marketing godowns were completed with- 
out release of second instalments. 

- The construction of 1.096 godowns 948 rural and 148 
marketing was dropped subsequent to the release of 
first or both instalments. but the recoverv of assistance 
amounting'to Rs. 25.96 lakhs (loan: Rs. 22.50 lakhs; subsidy: 
Rs. 3.46 lakhs) for 687 such godowns had not been made 
(October 1982). 

- Out of 9,633 rural and 848 marketine godowns for which 
full assistance amounting to Rs. 2.444.09 lakhs had been 
released, the construction of 2,818 rural and 260 marketing 
godowns (of which 1,738 rural and 185 marketing godowns 
were sanctioned prior to 1977-78 had not been completed 
so far (March 1982). 



- Neither the unutilised loans were refunded to the corpora- 
tion within the prescribed period (6 months from the date 
of expiry of the period of utilisation) nor were the amounts 
alongwith interest at  enhanced rates recovered by adjust- 
ments from future releases, as laid down in the terms and 
conditions governing loans from 1st April 1975. 

-  he periodical progress reports required to be sent by the 
States on progress of construction were neither received 
regularly nor did they indicate the amount spent on each 
godown. amount remaining unspent, etc. and consequently 
the actual, subsidy admissible in each case could not be 
ascertained nor could the corporation take action to adjust 
any excess amount paid for each godown. 

2.3 The internal auditor of the corporation reported (June 1980 
and January 1981) that there were numerous cases wherein the 
number of godowns for which assistance was given did not tally with 
the number of godowns shown in progress reports of State Govern- 
ments; also cases wherein the second instalmcnt of assistance had . 
been released through the construction work had not been taken t ~ p  
at all or had been dropped. 

The corporation stated (January 1982) that it had initiated 
(February 1980) a sample study of utilisation of storage capacities 
in selected districts in different States through its Regional Offices 
and the overall findings and conclusions were likely to be available 
by the end of 1982. 

3. Processing ;ndust~ies-rice mills 

3.1 The corporation introduced a scheme in 1964-65 for installation 
of rice mills in cooperative sector in different States by p,roviding 
liberal financial assistance outside State Plan ceiling to facilitate 
development of cooperative marketing business and also provide 
cultivators a reasonable margin in profits earned upon processing 
the agricultural commodities. The States were required to take steps 
to develop area-wise plans for development of cooperative rice 
mills after taking into account available of paddy. need felt for 
rice mill by growers, financial resources, technical know-how. 
management expertise, facilties for disposal of finished products and 
economies of the particular rice mill. 

Upto 31st March 1980, 747 cooperative rice mills (58 modern rice 
mills and 689 conventional rice mills) were organised with milling 
capacity of about 2.1 million tonnes of paddy per znnum based on 



seasoned milling characteristics of the industry. The corporation 
had provided assistance of Rs. 1,173.74 lakhs to different States 
under the scheme and 729 cooperative rice mills had been installed 
(March 1982). Of the remaining 18, 14 units had since been cancel- 
led and 4 were under installation since 1971-72 and 1978-79 to which 
loan to the extent of Rs. 18.40 lakhs had been given by the corpora- 
tion. The corporation stated (January, 1%2) that these units were 
in an advanced stage of completion and that 89 huller rice mills 
and some sheller rice mills installed long back had become defunct/ 
dormant. 

Though the scheme had been in operation for over 17 years, its 
overall evaluation had not been conducted by the corporation. The 
corporation stated (January 1982) that capacity utilisation of co- 
operative rice mills in various States was reviewed and sick rice 
mills in Andhra Pradesh, Bihar, West Bengal, Orissa, Punjab and 
Tamil Nadu States, which could be taken up for rehabilitation] 
revival, were indentified. 

An in-depth study of the functioning of the cooperative rice mills 
in West Rengal was undertaken by the Cooperative Department of 
that State in 1978-79. According to its report. the original idea 
for setting up of these mills in the interest of farmers, who had 
no facilities of processing their own produce, no longer existed 
as, in the rice and paddy market, the trend had completely 
reversed and the prices of paddy and rice had always been much 
ahow the price fixed by Government under Paddy and Rice 
Control Order. Further. as a large number of husking machines 
were being operated by private traders the problems of processing 
the stoclr had not been felt by the farmers. As a result, the 
cooperative system of pooling, grading and carrying out processing 
activities. as envisaged, did not become operative. 

3.2 Mnrg;n Money 

To make the societies viable units, the corporation started 
(1971-72) providing margin monev as a short-term objective, to 
enable them to make outright purchases of paddy on an increasing 
scale and draw funds according to requirements from Central Co- 
operative Ranks. As on 31st March 1981, the corporation had pro- 
l7ided Rs. 270.51 lakhs as margin money to 204 cooperative rice 
mills. Though this assistance was intended as a short-term objective, 
the position had not changed in this regard over the years and 
the cooperative societies continued to procure paddy in the open 
market for processing. 



Further, the scheme of providing margin money did not enable 
the societies to draw funds according to  requirements from Central 
Cooperative Banks except by some which could obtain cash credit 
accommodation from the district central cooperative banks, as 
reported by the expert committee of West Bengal. As a result, most 
of the cooperative rice mills did not have sufficient working capital 
for paddy purchases and operations. According to the committee's 
report, there were cases where the mills had diverted the assistance 
for construction work and used the sanctioned amount as working 
capital. The corporation stated (January 1982) that the "require- 
ments of margin money are estimated on the basis of raw material 
and other requirements to run the unit upto break-even point, 
presuming two rotations. But of late. it has been observed that in 
many States, entire stock of paddy is required to be procured in the 
months of November and December". 

An expert committee appointed in August 1978 by the Govern- 
ment of West Bengal had observed that only 16 mills could be run 
out of 28 mills set up in the State. The remaining mills had been 
recommended for liquidation by the committee. Out of 14 rice mills 
examined by the committee, 41 per cent did not operate during 
197475 to 1976-77 and the capacity utilisation of the working mills 
was 17 per cent in 1974-75, 25 per cent in 1975-76 and 14 per cent in 
1976-77. Working results for 1978-79 received by the corporation 
from 18 units revealed that 12 units were idle and only 2 units 
milled above 1,000 tonnes, the production of the remaining 4 units 
being less than 1,000 tonnes. 

The corporation initiated in 1980 an investment evaluation of 
the cooperative rice mills in Madhya Pradesh. 18 out  of 46 mills 
owned by the State Cooperative Marketing Federation were sick 
or closed down and 3 out of 53 owned by primary cooperative 
marketing societies had been closed down mainly due to their 
locational disadvantages. The study cove.ved the performance in 
relation to the volume of paddy milled by 60 mills during 1976-77 
and 63 mills during 1977-78 and 1978-79 and net margins in milling 
paddy. The study disclosed that 37 per cent of the cooperative mills 
were milling less than 1,000 tames, 30 per cent milling between 
1,000 and 2,000 tonnes and 33 per cent milling above 2,000 tonnes 
per annum. The net margin per quintal of paddy milled after pro- 
viding depreciation and interest on capital in respect of primary 
societies mills and federation mills respectively was B. (-) 12.37 
and Rs. (-1 4.03 for units milling below 1.000 tonnes per annwm 
Rs. (-) 1.27 and Re. (-) 0.08 for units milling 1.000-2,000 tonnes 
Per annum and Rs. (+) 3.41 and Rs. (+) 1.81 for units milling above 



2,000 tonnes per amum. Thus, 67 per cent of the cooperative mills 
in Madhya Pradesh, working a t  below 2,000 tonnes per annum were 
incwring heavy losses and only a few mills (33 per cent) milling 
above.2,M)O tonnes per annum were showing a little profit. 

The corporation stated (January 1982) that due to large number 
of constraints such as seasonal availability of paddy, State Govern- 
ment's policy, unfavourable attitude of the Food Corporation of 
India and State Food Departments, the cooperatives were not able 
to utilise 10 per cent of their installed capacity and the State Govern- 
ments \were being suitably advised for taking up the matter with 
their concerned Government agencies for improving their perfor- 
mance. 

3.3 The following points were noticed in audit: - 
(i) The corporation, as on 3lst March 1981, took up moderni- 

sation of 270 out of 689 co-owrative conventional rice 
mills with an assistance of Rs. 39.29 lakhs and Rs. 22.75 
lakhs were released (March 1981). Only 205 mills had 
been modernised (March 1982). Modernisation of 10 rice 
mills had been dropped. 

(ii) The corporation did m t  maintain a permanent and conti- 
nuous record of progressive working of the mills from the 
prescribed reports to be received from them from time to 
time. Out of 721, 711, 711, 714 and 720 installed units 
during the last 58 years, the corporation received reports 
from 440 (1975-76), 527 (1976-77), 554 (1977-78), 448 
(1978-79) and 406 (199-80) units only. Working results 
of the remaining units set up with the corporation's assis- 
tance were not known. 

(iii) The capacity utilisation of the cooperative mills in  
different States varied from 1 to 30 per cent far all units 
during 197576, from 2 to 60 per cent in respect of primary 
societies rice mills and from 44 to 98 per cent in respect 
of federation mills, during 1978-79. Out of the reporting 
units mentioned in sub-para (ii) above, 111 (197576), 88 
(197677), 123 (1977-78), 105 (1978-79) and 96 (197480) 
units were idle during the respective years. 

(iv) The cooperative mills had failed to repatriate share 
capital assistance to State Governments/members and 
invariably failed to pay dividend on share capital. 

The objectives of setting up of the cooperative rice mills with 



corporation's assistance in giving .the benefit of processing to the 
farmer members did not thus materialise nor did the rice mills come 
up as viable processing units. 

4. Coopemtive dairy processing units 

4.1 With a view to providing marketing and processing facilities 
t3 cooperative milk producers by establishing milk processing units, 
v i z .  n ~ l k  chilling centres and milk processing plants in the area of 
lnilk potential, the corporation started providing financial assistance 
and technical guidance from 1970. The end of 1979-80, the corpora- 
tion had sanctioned financial assistance of Rs, 691.30 lakhs for the 
establishment of 39 cooperative units in 10 States and Rs. 636.08 
~ a k h s  had been released (March 19.81). Two units which were 
assisted to the extent of Rs. 14.30 lakhs were cancelled and funds 
withdrawn; sanctions far 4 units to which no assistance was released, 
were cancelled because the cooperative societies/State Governments 
were not interested in 2 units, in one case the unit being located 
in a tribal area, the society insisted on being paid subsidy, which 
was not agreed to, and in the other case the assistance was released 
by the cooperative bank. Twenty-four units had gone into operation 
and the remaining units were in various stages of installation 
(August 1982). Out of these 24 units, sanctions for 10 units in Uttar 
Pradesh were cancelled (January 1982) as the units were not 
working satisfactorily and were incurring losses. 

4.2 No evaluation of the results of the assistance had been con- 
ducted by the corporation. A test-heck of records in audit, however, 
revealed: d 

(i) The Uttar Pradesh Government submitted in 1972 a 
scheme for the establishment of 10 fluid milk plants each 
having a capacity of 10,000 litres per day. The corporation 
concluded in 1974 that chilling units with a capacity of 
4,000 litres per day only would be viable. The investment 
was estimated at Rs. 8.60 lakhs each, which included the 
cost of equipment for 150 village collecting societies. The 
corporation sanctioned during 1973-74 and 1974-75 assis- 
tance of Rs. 60.20 lakhs being 70 per cent of the block 
cost of 10 chilling centres. The installation of machinery 
was delayed by more than 2 years, thereby escalating the 
block cost of each of the centres by Rs. 1.7 lakhs and 
Rs. 1 lakh for additional machinery. Additional assistance 
of Rs. 19.25 lakhs was given in March 1975 bringing the 
total assistance to Rs. 79.45 lakhs for 10 chilling centres, 



out of which Rs. 70.37 lakhs were released. Out of these 
10 centres, capacity utilisation of 3 centres was only 10 
per cent each and of the other 7 was even lower. Low 
utilisation was attributed to weak wganisational structure 
of dairy cooperative in the area. Sanctions for the units 
had been cancelled and the loans recalled by the corpora- 
tion (January 1982). 

(ii) In Andhra Pradesh, out of 2 units installed, 1 unit to 
which the corporation had sanctioned and released 
Rs. 10.25 lakhs was working at capacity utilisation of 23 
per cent (November 1979) to 2 per cent (May 1980). 

(iii) One unit in Himachal Pradesh was sanctined wsistance 
of Rs. 3.40 lakhs (loan: Rs. 2.55 lakhs; subsidy: Rs. 0.85 
lakhs) in October 19'77 and Rs. 0.85 lakh (loan: Rs. 0.21 
lakh and subsidy: Re. 0.64 lakh) was released in October 
1978. The installation of the unit scheduled to be com- 
pleted in December 1978 was delayed by more than 3 
years. Additional assistance of Rs. 2.84 lakh (loan: 
Rs. 2.13 lakhs and subsidy: Fte. 0.71 lakh) was sanctioned 
in 1980-81 and Rs. 2 .SO lakhs (loan: Rs. 2.30 lakhs, sub- 
sidy: Re. 0.20 lakh) were released in February 1981. 
The corporation stated (January 1982) that the society 
could not start installation because, it had taken up  the 
installation of two other chilling centres nearer to the 
place of marketing and hence it was considered expedient 
to complete those units first. The unit had since been 
commissioned (November 1981). 

(iv) A unit in Karnataka which was sanctioned loan assistance 
in 1971-72 of Rs. 7.30 lakhs repayable in 14 years, was 
commissioned in September 1973. The unit was closed in 
March 1976 due to inadequate supply of milk. The sanction 
was cancelled and the loan recalled by t.he corporation in 
January 1978. 

(v) A unit in Rajasthan, sanctioned in August 1972 with the 
corporation assistance of Rs. 28 lakhs, was released Rs. 7 
lakhs as ways and means advance in March 1973. No 
progress towards the establishment of the dairy unit was 
made by the, society and the unit was cancelled and loan 
recalled by the corporation in May 1975. The funds 
(Re. 7 lakhs) remained blocked for over 2 years. 



5. Processing of fruits and vegetables 

5.1 Upto 1979-80, 24 fruit and vegetable processing units were 
sanctioned assistance of Rs. 261.10 lakhs by the corporation, out 
of which Rs. 212.99 lakhs were released, and 5 other units which 
were p.rovided assistance of Rs. 37.80 lakhs by the corporation were 
liquidated/dropped. Of the 24 units assisted by the corporation, 
working reports of 7 units were not received. Of these 7 units, 4 
units in Bihar and 1 unit in Kerala assisted to the extent of Rs. 23.06 
lakhs had been closed down, a unit in Manipur started trial produc- 
tion by the end of 1979-80 and its working results were not known; 
and a unit in Andh.ra Pradesh was sanctioned assistance (Re. 0.30 
lakh) for expansion of its plant in the year 1979-80 which was yet 
to be completed. Of the remaining 17 units, the working reports 
of which were received by the corporation, 10 units were running in 
losses and, as on 30th June 1980, their accumulated losses ranged 
from Rs. 1.87 lakhs to Rs. 233.14 lakhs. The capacity utilisation 
the 10 units in relation to their rated capacity during 1977-78 to 
1979-80 ranged from 0.25 to 53 per cent. The losses were mainly 
due to under-utilisation of capacity. The corporation stated (January 
1982) that "it is regularly advising cooperative societies/State Gov- 
ernments regarding performance of these units and the corrective 
measures which need to be taken for improvement" and that, among 
the various problems confronting the cooperative fruit processing 
industry, the major ones were marketing and management. 

5.2 The position in respect of 5 societies, in particular, was as 
under: 

(i) A p r o c e ~ i n g  unit, set up in Punjab in February 1971 with 
an impoC.ted continuous dehydration line. was provided 
with added facilities of canning and bottling in 1974. Out 
of the total block cost of Rs. 96.85 lakhs, an assistance of 
Rs. 32.64 lakhs was provided by the corporation in 1975. 
The unit, since its inception had been incurring continuous 
losses which amounted to Rs. 233.14 lakhs on 30th June 
1980. The losses were mainly due to under-utilisation of 
its rated oapacity and deficit in trading activities. The 
corporation stated (January 1982) that the position had 
improved in 1980-81, as value-wise the unit had produced 



and marketed products worth Rs. 90 l a b  and Rs. 70.29 
lakhs as compared to k. 39.49 lakhs and Rs. 22.78 lakhs 
respectiwely during 1979-80. 

(ii) Another marketing and processing unit in Hirnachal 
Pradesh was provided assistance of Rs. 64.15 lakhs includ- 
ing a subsidy of Rs. 11.61 lakhs (Rs. 32.35 lakhs for pro- 
cessing unit, Rs. 22.25 lakhs as margin money and Rs. 9.55 
lakhs far ccmstruction of a transit-cum-warehouse godown) 
during 1974-75, to 1977-78. The utilisation of loan and grant 
given for the construction of transit godowns was not 
watched by the corporation. The transit godown was 
completed by the end of 1978. The corporation observed 
(December 1981) that the cost of the godown was only 
Rs. 10.16 lakhs (against estimated cost of Rs. 12.74 lakhs), 
and the inadmissible assistance of Rs. 1.82 1-akhs was 
recovered in March 1W2. The processing unit did not 
work well and had incurred heavy losses. A team appoint- 
ed by the corporation in February 1980 to look into the 
problems and shortcomings of the units observed that the 
society was paying high prices for cull apples, the estab- 
lishment and oberhead expenses were also high, no 
serious efforts were made for marketing the end-products 
and that the society was under selling its products. As on 
30 June- 1980, the society had incurred accumulated losses 
of Rs. 83.89 lakhs. The Board of Management of the 
Society was suspended and a Managing Director was 
appointed by the State Government in May 1981. 

(iii) In Karnataka, a cooperative society was sanctioned assis- 
ance of Rs. 17.77 lakhs for setting up of a manufacturing 
unit for wine and brandy. The unit did not function well 
from the beginning, faced serious problems in marketing the 
grape wine and affairs of the society were not managed 
properly. The State Government suspended the Board of 
Management in September 1979 and liquidated the unit in 
December 1979. The unit had suffered accumulated losses 
nf Rs. 15.15 lakhs upto 1976-77. 

(iv) An onion dehydration factory in Maharashtra with an 
estimated block cost of Rs. 38.92 lakhs was assisted by the 
corporation to the extent of Rs. 14.74 lakhs in March 1971. 
The society started construction and also imported machi- 
nery worth Rs. 11.63 lakhs on deferred payment. The 
factory was not completed on account of rise in prices and 



for want of additional funds. The cost of the project was 
revised in March 1974 to Rs. 59 lakhs. The State Govern- 
ment, however, stopped giving guarantee to the Mahara- 
shtra State Cooperative Bank, through which the society 
was financed by the corporation, as the manageemnt of the 
society was found unsatisfactory. The Society had mado 
certain commitments with regard to import)purchase of 
machinery without proper appraisal or prior approval of 
the State Government and there were doubts about the 
economic viability of the unit in view of the escalation in 
the cost of the project. The society went into liquidation 
in March 1977. Though the amount given by the corpora- 
tion viz. Rs. 14.74 lakhs was recovered by March 1980, i.e. 
after nine years, yet the purpose for which the assistance 
was given was not served. 

(v) Installation of a fruit processing unit in Assam, sanction- 
ed in March 1976 with an estimated block cost of Rs, 6 
lakhs, was scheduled to be cornpieted by December 1978 
It  was delayed for mare than 3 years and had resulted in 
escalation in the cost of project from Rs. 6 lakhs to Rs. 
12AO lakhs. The corporation's assistance also increased in 
September 1980, from 3.60 lakhs to Rs. 7.44 lakhs as loan 
and from Rs. 1.20 lakhs to Rs. 2.48 lakhs as subsidy. The 
delay in construction was attributed to delay in the release 
of funds by the State Government and delay in supply of 
a boiler by the supplier. The installation of the unit had 
not been completed so far (August 1982). 

Summing up: 

The following are the main points that emerge:- 

-between 1972-73 and 1979-80, the corporation sanctioned 
assistance of Rs. 41.94 crores for construction of 14,359 
rural and 1,554 marketing godowns in different States; 

--out of 15,913 godowns sanctioned, funds for 655 godowm 
were not released. First instalment was released for 
13,836 rural and 1,422 marketing godowns; the second in- 
stalment was released only f0.r 9,633 rural and 848 marke- 
ting godowns. In all, funds released for 4,203 rural and 
574 marketing godowns ( s .  580.76 lakhs as loan and 
Rs. 142.30 lakhs as subsidy) remained blocked over a period 
of 1 to 7 years with the societies without serving the pur- 
pose. The corporation did not ascertain the amounts of 



loan and subsidy actually utilised by the cooperative so- 
cieties on the construction of godowns; 

-the corporation had provided assistance of Rs. 1,173.74 lakhs 
to various States for setting up of 747 cooperative rice mills 
(November 1981) and 729 had only been installed. No 
overall evaluation of the scheme in operation for over 15 
years had been conducted by the corporation. A study of 
cooperative rice mills in West Bengal undertaken during 
1978-79 disclosed that out of 28 mills, only 16 mills could 
be run and out of 14 mills studied, 41 per cent of the mills 
did not operate and the capacity utilisation of the working 
mills varied from 14 to 25 per cent. A study conducted 
(1980) in Madhya Pradesh indicated that out of 99 mills 
set up, 21 mills had been closed and 67 per cent of 60 mills 
studied were running in losses; 

--assistance by way of margin money provided to the societies 
amounting to Rs. 270.51 lakhs to enable the societies to 
raise required funds from the cooperative banks to make 
outright purchases of paddy from the market did not yield 
did desired result of making them viable units; 

--the corporation released Rs. 636.08 lakhs for setting up of 
39 cooperative dairy units in 10 States. Twenty-four units 
wcre established; of these, 10 chilling centres set up in 
IJttar Pradesh with corporation assistance of Rs. 70.37 
lakhs were running in losses, their capacity utilisation 
being less than 10. per cent. The sanction for these units 
had since been cancelled and the assistance withdrawn. 
One unit in Andhra Pradesh, established with assistanch of 
Rs. 10.25 lakhs was also running in loss; and 

-an assistance of Rs. 212.99 lakhs was provided by the cor- 
poration for establishment of 24 fruit and vegetable pro- 
cessing units. Out of these, 5 units (4 in Bihar and 1 in 
Kerala) were closed down and 10 units were running in 
loss. As on 30th June 1980, their accumulated losses rang- 
ed from Rs. 1.87 lakhs to Rs. 233.14 lakhs. The capacity 
utilisatian of these units during the period 1977-78 to 
1979-80 ranged from 0.25 to 53 per cent. 



APPENDIX 111 

Statement of Obse~vations and Recommendations 

S1. Para Ministry Observations/Recornmendatio~~~ 
NO. NO. Concerned 
- -.- _ _ _  _ _-__.- 

I 2 3 1 
--- -- - -  __*___ -__-- - _ - 

I I .24& Agl'iculturr and Rural The National Cooperative Development Corporation was set up 
1.25 Development in 1963 essentially as a promcticnal and developmental organisation 

responsible for the countrywide planning and promotion program- 
mes through cooperatives for marketing, agro-processing, storage and 
supply of agricultural inputs to the farmers. The sources of NCDC g 
funds include Central assistanw, market borrowings and internal 
accural by interest earnings. The net corpus was Rs. 82.35 crores 
as on 31  March, 1983. The NCDC has provided upto 31 March, 1983 
total assistance of Rs. 587.64 crores. 

The Committee are surprised to find that flow of NCDC funds to 
various States has been uneven. While some agriculturally develop- 
ed States like Punjab, Haryana and Maharashtra had proportion- 
ately larger flow of NCDC funds, under-developed areas including 
Bihar, Orissa, West Bengal, J&K which need these funds much more 
could not get a fair share of NCDC funds. The greater, the const- 
raints and difficulties in the development of cooperatives in lasser 



developed areas, the Committee consider that the N.C.D.C. should ' 
have made correspodingly greater efforts to remove tho constraints 
and overcome the difficulties. 

The National cooperative Development Corporation had in- 
herited from its predecessor body NCD and Warehousing Board a 
corpus of Rs. 19.34 crores at  the time of its inception. Subsequently, 
additional grants of Rs. 30.77 crores were received from the Govern- 
ment under the NCDC Act. Net interest earned till 31 March 1983 
amounted to Rs. 60.31 crores. After deducting expenses, grants 
under various programmes and income-tax paid, the corpus as on 
32 March 1983 stood a t  Rs. 82.35 crores. The return after payment 
of Rs. 2 crores ss income tax comes to Rs. 5 crores a year. The Cor- 
poration has been basically set up to plan, promote and develop Co- 3 
operatives throughout the country. In this endeavour it has been 
helped by Union Go-~ernment by substantial loans amounting to 
as much as 44 per cent of the total NCDC funds. The Committee 
feel that there is a strong case for reviewing the interest rates on 
loans advanced by the Corporation to the cooperative societies 
through the respective State Governments. This may be examined 
and the Committee informed. 

It  has been suggested that NCDC should be exempted from 
Income-tax. An expert Committe has also made such a recommen- 
dation. The case for e;xe~nptim has become incontestable when 
bodics like National Bank for Agriculture and Rural Development 
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and Indian Dairy Corporation have been exempted from income-tax. 
The Committee are convinced that NCDC should also be exempted 
from payment of income-ta:: J,arger funds will thus become avail- 
able to NCDC for further promotional and developmental activities. 
The Committee would like this matter to be examined by the 
Ministry of Finance and an csrly decision taken. 

4 r 28 M/O Agrirdturc ;inti The Committee are perturbed to find that the establishment ex- 
Rw.II Ikvc.lol)rnt-~~t penditure of the Corporation has been increasing from year to year. 

It has increased from 0.89 per cent of the total Programme expen- 
diture of Rs. 6,519 lakhs in 1980-81 to 0.95 per cent of Programme 
expenditure of Rs. 9,611 lakhs in 1982-83. The Corporation had on 
1st April, 1983 at its corporate office as many as 439 officials (of 
this 113 are group 'D' officials). The Committe are of the view that 
the staffiing pattern especially of the body devoted to promotional 
activity needs to be re-examined both to ensude economy and also 
to ensure that more and more staff is delayed in the field so that the 
various programmes and promotional activities of the Corporation 
are supervised effectively. Thir: will also ensure economy in ex- 
penditure on tours which also has been increasing unduly. The 
Committee are also srltisfied that the work of the Corporation should 
norn~ally necessitate tours ahroad. 

The Committee note that the system evolved in the Ministry of 
Agriculture and Cooperation and also by the N C W  to monitor the 



progress of various projectsjzchemes has not been effective. Since 
the Ministry as well as the Corporation are already satisfied that 
there exists this serious deficiency, the Committee trust that they 
will take steps to see that an efficient monitoring system starts 
working at the earliest possible date. 

The Committee understand that in certain States, the National 
Cooperative Development Corporation have been releasing grants 
directly to State Cooperative Banks without involving the concern- 
ed State Governments. In such cases, presently there is no mecha- 
nism to ensure that the grants released are utilised for the purpose 
for which those were sanctioned. The Committee would like the 
Ministry of Agriculture and Cooperation to evolve a procedure in 
consultation with State Governments to ensure that the grants 
released directly to cooperative banks are utilised for the project/ + 

scheme for which these are sanctioned. 

It was an cAssential condition for the grant of assistance for 
construction of a godown that the concerned cooperative society 
should have acquired the land on which it was to put up. That 
being so, it is astonishing that the reason for inability to proceed 
with the construction of as many as 250 godowns to which sanction 
had been accorded should he non-availability of suitable sites. 
Evidently. the assistance for these godowns had been sanctioned 
without verifying the fact that suitable land had been acquired. 
The Committee would like to be apprised of the reasons why there 
was such a glaring departure from a prescribed norm and whether , 
any attempt was made to determine who was responsible. 

- -  - - - - ---- - - . -- - - - - - - - - - - ----- - A- 



The Committee find that out of the 42013 rural and 6955 market- 
ing godowns to be completed upto 31-12-1983, only 340104 rural and 
6063 marketing godowns could be completed and 6220 rural and 5% 
marketing godowns were under construction. Construction of 1789 
rural and 297 marketing godowns had not been taken up at all. A 
large number of these godowns not taken up for construction were 
in cooperatively underdeveloped States like, Bihar, Madhya Pra- 
desh and West Bengal. 

What is more perturbing is the fact that the NCDC was not aware 
of the reasons for not operating these sanctions. The Mamging 
Director, NCDC has pleaded before the Committee that because of 
the reporting system which war in vogue during the period, he was 
not aware of the reasons for not operating these sanctions. He had 
further stated that Corporation being a State subject, they had 
been insisting on the States to improve their reporting systems. 

Obviously, because of the faulty, cumbersome and time consum- 
ing reporting system, the (lorlwration could not take timely action 
in respect of all those cases lshere sanctions to construct godowns 
were not operated upon. 

The Corporation has not evolved any system for following up 
progress in respect of sanctioned accorded. The NCDC concels the 



sanctions given only after the State Government 1 RCS concerned 
reports that a particular gcdown had not come up. The Committee 
do not consider such a procedure to be satisfactory. The Comrnit- 
tee have already stressed the need to improve the monitoring system 
in the foregoing paragrnphs. They would like the Ministry to take 
up this matter seriously with the State Governments at  the appro- 
priate level to bring about the desired improvements in the report-: 
ing system and also to streamline the procedure at the Centre under 
a time bound prosamme. The Committee will like to be informed 
within six months of the progress made in this regard. 

Although the construction of godowns was required to be started 
within 3 months of the  ele ease of 1st instalment, the Committee 
find that after the release of the first instalment for 13836 rural and 
1422 marketing godowns, the second instalment of NCDC loan and 8 
subsidy was released in ~espect of no more than 9633 rural and 
848 marketing godowns. This irdicates that the commencement of 
construction of godovrns was delayed in respect of a large number 
of cases. Funds released for 4203 rwal  and 574 marketing godowns 
amounting to Rs. 580.76 lakhs as loan and Rs. 142.30 lakhs as s u b  
sidy remained unutilised with the cooperative societies for a period 
ranging from 1 to 7 years. The Committee are unhappy at this sorry 
state of affairs. The delay in the commencement of construction 
work has been explained in terms of time taken in getting the plan 
and estimates of the godown approved by the competent authority, 
non-availability of scarce m'nstruction materials, unwillingness of 
the contractors, non-availability of centralised arrangements for 
-- -- -. - 



taking up construction, dis-interest of Managing Committee and 
lack of efforts on the part of State Governments in effectively 
implementing the programme. The Committee are deeply concern- 
ed at the existence of these constraints 20 years after the setting 
up of the NCDC. It appears that no appreciable efforts have been 
made at macro level by the NCDC to overcome these constraints. 
The delay ranging from 1 year to 7 years on account of these con- 
straints is highly deplorable. As the development and promotion 
of Cooperatives fall under the jurisdictions of the States, i t  is in  
their own interest to remove the impediments and accelerate the 
construction of godowns. Suitable charges in the policy of grant- 8 
ing subsidies, can go a long way in checking the tendency of dis- 
interest and lack of efforts. They would like some mechanism to 
be evolved and conditions laid down at the time of sanction so that 
all those concerned with the construction of godowns may not be 
found lacking in their efforts after the sanction is given for the 
construction of a godown. At the same time, they would also like 
the Ministry to take up the matter at the highest level with the 
concerned authorities to resolve the problem of scarce building 
material. 

The pace of construction of both-rural and marketing godowns . 
had been notably slow in cooperatively underdeveloped States. In 
Bihar, out of 511 marketing and 1511 rural godowns sanctioned by 
the NCDC only 352 marketing and 562 rural godowns have been 



constructed. It is unfortunate that no study had been conducted 
to ascertain the reasons for such slow progress. The Committee 
are told that institutional field structure in Bihar was weak. The 
Committee appreciate that cooperation being a State subject, 
primary responsibility for the development and promotion of co- 
operatives rests with the State Governments. They feel that Cen- 
tral Government on its part having created the NCDC essentially 
with the aim of promoting and developing cooperatives and there- 
fore the Corporation cannot escape from its responsibility. The 
Corporation has to work in its constitutional framework for the 
nromotion and development of q r a t i v e s  in concert with State 
Governments to improve the functioning of the cooperative projects. 

The Committee would like the Corporation to take effective 
measures in concert with the concerned State Governments for 
strengthening the cooperative framework where it has continued 
to be weak They trust that the concerned State Governments in 
their own interest would actively associate themselves with such a 
move. 

The Committee find that it has not been possible so far to pro- 
vide all the blacks in the country with at least out godown Of the 
5000 blocb in the country, about 95 per cent have been provided 
4 t h  godowns. The Managing Director, NCDC agreed with the 
'ommittee that each block in the country should be provided with 
qt least one godown. The Committee trust that NCDC will prevail 
on the State Govenunents concerned to ensure that every block in 
+he country is provided with at least one godown. 
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'4. 2 40 Construction of 1096 godowns (948 rural and 148 marketing) 

was dropped subsequent to the release of first or both instalments 
but the recovery of assistance amounting to Rs. 25.96 lakhs (loan 
Rs. 22.50 lakhs and subsidy Rs. 3.46 lakhs) for 68'7 godowns had 
yet to be effected. The Committee have been informed that the 
delay in recovering the amount had been due to the time taken by 
the State Governments in identifying. This argument only under- 
lines the poor monitoring arrangements of the Corporation. In a 
subsequent note the Committee were informed that a sum of 
Rs. 11.42 lakhs has been recovered leaving an amount of Rs. 14.54 
lakhs still to be recovered. The Camnittee deplore the delay in 
identifying the societies which have dropped their plans to construct 
godowns after withdrawal of assistance from NCDC and prolonged 
delay in the recovery of assistance from them. It appears that the 
Corporation is not maintaining a list of societies assisted by them 
and their coordination with the States is of a very low orders. 
This is not a desirable situation. The Committee would like the 
NCIX: to maintain records of the societies to whom assistance has 
been provided by it and establish suitable machinery for recovering 
qutstanding amounts from the societies concerned. The Committee 
~ l s o  find it dif3cult to understand why Corporation did not recover 
nterest on the subsidy amounts from the State Govenunents in 
respect of dropped godowns in accordance with the terms and 
-0nditions governing financial assistance to the State. 



2.41 4 0 -  
The Committee observe that lsanctions for godoms whose 

'5 construction had not been taken up was neither cancelled nor 
funds reealled by NCDC. This is due primarily because of the 
faulty reporting system. Thus where construction of godoWns has 
been delayed for 4 years after the sanction for the construction 
had been accorded, no information reaches the Corporation. The 
Committee would like the Corporation to investigate the reasons 
for delay in a l l  such cases and take early action to revoke, the 
sanction where societies are not able to start .construction, recover 
the funds and utilise them elsewhere. They would also like the 
Corporation to improve the reporting system as early as possible. 

r 6 2 42 - 4 ~ -  The Committee note that out of 9633 rural and 843 marketing 
godowns for which full assistance amounting to Rs. 24441 lakhs had 8 
been released, construction of only 2818 rural and 260 marketing 
:odowns (of which 1738 rural and 185 marketing godowns were 
xnctioned prior to 1977-78) had not been compLeted till March 
1982. The Committee are unable to accept the explanation that 
"in any programme of this magnitude, which is spread over to 
remote rural areas in the entire length and breadth of the country, 
a backlog of 18.7 per cent is not abnormal." It is disturbing that 
in 10 States alone, godowns with a total capacity of 2 lakh tonnes 
were incomplete even though a h g e  number of them were sanc- 
tioned prior to 1977-78. Delay in taking up the construction work 
after sanction i. accorded and subsequently in completing the 
work loads both to cost escalation and mare seriously to d6nial of - - -------- .- 
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benefits for the accrual of which the whole scheme is evolved. It 
is not unlikely that in some cases the projects become nonviable 
and uneconomic. !Rre Committee would therefore, like the Minis- 
try to review the position in this perspective and make a determind 
effort for speedy completion of incomplete godowns. They draw 
somes satisfaction from the fact that the Corporation has sanction- 
ed additional assistance for completion of 12 incomplete godowns 
in West Bengal and have received proposals in respect of 72 
godowns from Karnataka. The other States are deported to be 
assessing Ule requirements of additional resources for completing 
the inconplete godowns in their States. The Committee would 
like to know both the latest position and the action taken for 
expediting the compl&n of the outstanding godowns. 

I 7 2.43 MIO Agri gi Rural Dcv. The Committee are perturbed to note that the Corporation has 
no appratus to watch utilisation of funds sanctioned/released for 
construction of godow~zs to cooperative societies through state 
GovernmenC. The respoxdbility for watching the utilisation of 
funds sanctioned by the Corporation is stated to be primarily that 
7f the respectie State Registrars of Cooperative Societies and of 
the respective AccountanWGeneraL Nevertheless, it f clearly 
necessary, in the light of past experience, for the Corporation to 
set up its own machinery for keeping a continuous watch over (1) 
the progress of sanctioned works, (2) utilisation of moneys sanc- 
tioned and (3) progress of the recovery of moneys sanctioned. 



Under the Centrally Sponsored Scheme of assistance for co- 
operatively underdeveloped States, the Corporation provides 25 per 
cent of the cost of project as subsidy. Assistance on the same 
:attern is also provided to the cooperatives in tribal areas of the 
cooperatively advanad States. In the absence of information 
.;bout actual expenditure incurred by the Societies on the consbc- 
tion of godcYwns, it is not clear how the Corporation determines 
the amount of subsidy which is admissible on the basis of a per- 
entage of the cost of construction. The Committee are also 

unable to appreciate the two statements that there is little scope 
for assistance remaining unutilised and that action to recovery 
unutilised assistance is taken by the Corporation as soon as com- 
munication to this effect is received from the concerned State 
Government. The Committee consider that it is imperative for' 
the NCDC to keep watch over the utilisation of assistance sanction- 
?d by it. 

The Committee regret to find that the utilisation of godowns 
capacity had been very poor. In many cases it is as low as zero. 
According to sample studies conducted in Mandya and Shimoga 
districts of Karnataka State the average capacity utilisation of 
rural godowns had been 10 per cent and 35 per cent respectively, 
In the case of marketing godowns the capacity utilisation had been 
55 per cent and 30 per cent respectively. The same picture has 
emerged %om the sample studies of palghat and Cannanore dis- 
tricts of Kerala where rural godown capacity had been utilised to 
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the extent of only 15-16 per cent and marketing godown capacity 
between 31 and 49 per cent. The position in other States uiz. 
Tamil Nadu, UP, and Maharashtra where sample studies have 
been conducted is no better. The sample study report on utilisation 
of godowns ~ A I  Poona district points out that marketing godo- 
capacity utilisation had been 40 per cent and of rural godowns 
35 per cent. It is astonishing to note that utilisation of some 
godowns had been zero as the societies were not dealing with the 
distribytion of fertilizers and other agricultural inputs. In has been 
stated that low utilisation had been not because of economic 
assumptions were wrong as the area had potentiality, but because 
the management s f  societies was defective. If this view is correct 
steps should be taken to improve the managerial ef3uency of these 
organisations The Corporation must draw the attention of the 
State Government to the low utilisation of godown capacity for 
'aking up the appropriate action. 

20.  2.15 M/O 4 1 . i  & Rural Dcv . The Committee note that out of 747 cooperative rice mills assisted 
by the NCDC till March 1982, 729 have been insta!led. Of the re,- 
maining 18 units. 14 have been cancelled and 4 units assisted to the 
extent of Rs. 18.40 lakhs are under instalIation since 1971-72 and 
1978-79. It is surprising that installation of these units should be in- 
wmplete even though work on them commenced in one case 14 - 

years ago and in the other 7 years ago. Even after allowing reason- 
able allowanoe for difficulties in getting construction material, 



change of management by State Governments, delay in release of 
assistance by the State Government and the time taken iri comple- 

tion of procedural formalities, the unusually long time taken for 
installation of rice mills since 1971-72 can hardly be justified. And 
yet it has been stated that "the position of units under installation is 
regularly reviewed by the Corporation". The Committee would 
like to know the latest position about the installation of these units, 
their initial estimated cost and the cost escalation that has taken place 
in their case. In view of the fact that Rs. 18.40 lakhs had been given 
by the Corporation as loan for these 4 units, the Corporations asser- 
tion that no funds generally get blocked in such units is scarcely 
sustainable. 

The Committee conclude that the cooperative rice-mills program 
me has not been successful. Of the 689 conventional rice mills 184 .l 
have become defunct/dormant-76 of these mills are located in 
Andhra Pradesh and 39 in Maharashtra. The rest are spread over 8 
other States including Madhya Pradesh (21), Orissa (16) and Punjab 
(15). The reasons advanced for these mills becoming dennant/ 
defunct are mainly State Govts' paddylrice procurement policies? 
rendering the rice milling activity non-viable. It has also led to un- 
fair or unequal competition with the private trade. No evaluation 
study of the Scheme on all India level has so far been attempted. and 
even at StaW level they were undertaken in respect of only 2 States 
namely Madhya Pradesh and West Bengal. The Committee note 
that capacity utilisation of some rice-mills has been improved from 
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35.8 per cent in 1975-76 to 70 per cent in 1981-82 as a result of better 
management and techni-a1 advice tendered by the Corporation. 
This improvement, however, results i; their being only marginally 
above the break-even point which is presumably 60 per cent. In this 
context the Committee note that out of 369 rice mills in 13 States, 
231 mills were earning profifits and 113 which constitute about 30.6 
per cent were running at loss. Taking due note of this fact every 
effort should be made to remove all such constraints as hamper eco- 
nomic viability of rice-mills. The Committee would also like the 
Ministry of Agriculture and Cooperation to sort out the issue of mil- 
Iers levy with the Central Government and the State Government g 
concerned at the highest level so that the Cooperative rice-mills can 
compete with the private trade on a basis of equality. 

The Committee understand that one of the functions assigned to 
cooperative rice-mills had been to promote farmers co~perative so- 
cieties by purchase of paddy from them. However, they find that in 
West Bengal, the entire paddy had been procured by the Food Cor- 
poration of India in the first instance and then was supplied to Co- 
operative rice-mills on customary basis. Thus, in this State the Co- 
operative rice-mills have lost one of their most important function 
that of promoting cooperative societies through purchase of paddy 
from them. The Ministry will no doubt go into this aspect as well. 
The Corporation must be in touch with the Registrars of Coopera- 



tive Societies of the concerned States and direct them to supervise 
the functioning of these rice mills and if there ire lapses on the part 
of managpment of societies, take appropriate action against them. 
The Corporation should alm give directions from time to time and 
ask them to submit their financial accounts to them direztly. Where- 
ever they need any genuine assistance that should be provided for. 

The Committee understand that in order to meet the situation 
created by the State bases the Corporation provided margin money 
amounting to Rs. 270.51 lakhs to 204 cooperative rice mills as on 
31 March 1981 to enable them to make outright purchases of paddy 
on an increasing scale and draw funds according to requirements 
from Central Cooperative Banks. Unfortunately, this approach also 
did not succeed in pro-uring for the rice mills the' required quantity 
of paddy. An expert Committee appointed by the Government of 
West Bengal in August 1978 observed that only 16 rice-mills could be 
run out of 28 set up in the State. The remaining mills were recom- 
mended for liquidation. The Corporation have identified 118 rice- 
mills in 4 States namely Bihar, West Bengal, Tamil Nadu and Andhra 
Pradesh and sanctioned so far financial assistance for rehabilitation 

of 18 rice-mills. 

24. 3.27 & 3.28 -do- The Committee note that the Corporation also took up  for mod- 
ernisation 270 cooperative conventional rice-mills out of the 689 and 
as on 31-3-1981 had provided Rs. 39.29 lakhs for the purpose. This 
made it possible for 205 mills to be modernised by March 1982. Out 
of these 205 modernised rice-mills, 42 are still incurring losses while 
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the information about profit/loss is not available for 22 mills. 
Methodology should be evolved to ensure that all the units assisted 
for modernisation report their performance after modernisation for 
proper evaluation. 

The Committee would like the reasons for loses to be identified 
hnd timely corrective steps taken. The Committee should be infor- 
med in due course of the action taken in this regard and imprcve- 
ment achieved as a result. 

With the objective of procuring and marketing * 
of milk and milk pmducts through the Cooperatives, NCDC provided 8 
assistance to the tune of Rs. 636.08 lakhs upto 31 March 1980 for the 
establishment of 16 large siied milk processing plants and 23 mi& 
chilling centres in ten States. The Committee have been informed 
that 15 of the 16 medium scale milk processing units are running in 
profits. However, the Committee find that 3 of these processinq 
units namely, Canara Milk Producers Cooperative Union Ltd., Mani- 
pal, Ajmer Zilla Dzldh Utpadak Sahakari Sangh Ltd., Ajmer and 
Malwa Cooperative Milk Producers Union Ltd., Sangrur have regis- 
tered continuous decline in average capacity utilisation during the 
last 3 years from 56.16 per cent to 44.5 per cent, 49 per cent to 35.3 
per cent and 52.5 per cent to 38.2 percent respectively. The average 
milk processing capacity utilisation of West Rajasthan Milk Produc- 



ers Cooperative Union Ltd., Jodhpur has also been very dismal rang- 
ing from 26.3 per cent to 30.3 per cent during these years. The 
Committee would like the Corporation to keep a watch on the work- 
ing of these units and take up the matter of declining production 
with the StatesfCooperative concerned so that timely corrective 
action could be taken to impmve their capacity utilisation. 

The Cornmitee find that working of milk chilling centres had 
largely not been satisfactory. In Uttar Pradesh, of the ten milk chil- 
ling plants of 4000 litres per day capacity assisted by the Corpora- 
tion, 3 Centres were functioning with capacity utilisation of 10 per 
cent each and other 7 at even- lower level Milk Chilling plant at 
Nalgonda in Andhra Pradesh had been working at a low capacity of 
2 to 23 per cent. Bangona Milk Chilling Centre in Himachal set up 
in November 1981 with an installed capacity of 2000 litres a day 
could process only 83 litres of milk per day in December 1981. The 
monthly performance continued to be very poor with actual process- 
ing of milk beipg in the range of 95 to 49 litres per day during the 
period January 1982 to April 1983. Krishna Cwperative Dairy Unit 
in Karnataka commissioned in 1973 was closed in 6 c h  1976. The) 
reasons for poor performance of these milk processing units are stat- 
ed to be inadequate infrastructure of milk producer cooperative so- 
cieties for supplying milk, inability of the chilling plant to provide in- 
put facilities like cattle feed etc. to milk producers and competition 
with private traders. The Committee are sorry to comment that the 
milk prxessing has proved to be a misadventure for the NCDC. The 
Committee would therefore recommend that this field should better 
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be left to the other specialised agencies like National Dairy Develop- 
ment Board, Indian Dairy Corporation and the State Dairy Develop- 

ment Corporations, wherever they exist. 

27. 4. I 7 MIO. Agriculture & Rurai Dev. The National Cooperative Development Corporation has prsvided 
upto March, 1983 assistance of Rs. 224.50 crores to 1441 processing 

units including 84 sugar factories, 37 spinning mills, 126 oil processing 
units and 1194 other processing units like cotton ginning and press- 
ing units etc. Besides this, the Corporation has provided Rs. 81.43 
crores upto 1982-83 to the marketing cooperatives to increase their 
turnover. The Committee find that out of 1441 units assisted, 1189 

4. had been installed upto March 1983. Out of these only 327 units were g 
running satisfactorily, that is not losing. The C o d t t e e  observe 
that of the units assisted by NCDC only 75 per cent of sugar units. 
18.9 per cent of spinning mills, 75.3 per cent of oil mills and 85.8 
per cent of other units had been installed as on 31-3-1983. This indi- 
cates that a net inconsiderable volume of the assistance provided is 
yet to fructify. The Committee would like that the installatien of 
the units receiving aid should be carried out within a fixed time 
frame and should be closely monitored w that completion may be in 
time and obstacles coming in the way are speedily tackled. 

The Committee further note that out of the units installed, only 
25.4 per cent of sugar mills, 42.8 per cent of spinning mills, 23.1 per 



cent of oil mills and 27.9 per cent of other units are earning profits. 
This is not surprising as these are all consumer products and there- 
fore enjoy a 'Sellers Market' and have done so for a considerable 

period. It  is necessary, therefore, to ascertain why these indus- 
trial units are not being run pmfitably. Presumably, they have not 
been competently managed. Effective steps should be taken to en- 
sure that every unit is well staffed and competently managed. If 
need be suitable training programmes should be devised to inculcate 
cost consciousness at every level of the management. 

The Audit Paragraph and the information gathered by the Com- 
mittee show that a large number of processing units in which hea~; 
investments of NCDC alone are involved had been running at a loss. 
Thus, of the 24 fruit and vegetable processing units and 5 other ucits 
to whizh Rs. 37.80 lakhs were given as assistance, working r e p r t s  - 
of 7 units have not been received. Of these 7 units, 4 in Bihar and % 
one in Kerala assisted to the extent ~f Rs. 23 lakhs had been closed 
down while in the case of 4 units in Bihar, NCDC sanctioned assis- 
tance on the recommendation of the State Government. The assis- 
tance to a unit in Kerala was sanctioned after the appraisals found 
the unit to be economically viable. The units in Bihar h a w  been 
closed down due to arbitration cases with supplier of machinery soon 
after their establishment which were resolved only in 197475 and 
lack of interest on the part of so-ieties. The unit in Kerala was 
closed down due to uneconomic operations. Of the remaining 17 
units, 10 units were running at a loss as on 30 June, 1980, their sc- 
cumulated losses ranged from Rs. 1.87 lakhs to Rs. 233 lakhs. The ----_ 
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capacity utilisation of 10 units ranged from 0.25 to 53 p r  cent of 
their rated capacity during 1977-78 to 1979-80. A proposal of the 
Markfed Canneries unit was examined by the Corporation for estab 
lishment of a canning and bottling line at  Jalandhar. As it was 
found to be economically viable, it was sanctioned. The unit how- 
ever, incurred loss of Rs. 86.45 l a b s  during 1981-82, and its accumu- 
lated losses upto 30 June, 1982 stood at Rs. 353 lakhs. The corrective 
steps taken to reduce losses are yet to show any results. In this 
context, the Committee note that NCDC has been maintaining its 
own technical personnel to undertake appraisal of the projects for 
setting up of processing units before sanctioning assistance. The pro- 
posals received in the Corporation are subjected to preliminary exa- 
mination by the concerned Programme Division to establish, pnma- 
facie, technical feasibility of the unit. Thereafter, they are scrutini- 
sed, wherever the block cost exceeds Rs. 15.00 la& by a team of 
officers consisting of the technologists and professional specialists of 
different disciplines according to the requirement of the project. 
These proposals alongwith the r e p 4  of the Appraisal Team are fur- 
ther scrutinised by the Screening Committee which is assisted by 
the technologists of the concerned disciplines and specialists in 
finance, costing, economics, civil engineering etc. according to the re- 
quirement of each project. Thus, the Corporation subject each pro- 
posal to a detailed scrutiny before sanctioning assistance. It is sur- 
prising therefore, that even though units are given assistance after 



such thorough examination by professionals they incur heavj- losses. 
Obviously, there is some factor to which the right weightage is not 
being given. 

In fact barring large and medium scale fertilizer and cotton 
spinning units and a few other units, almost all otner ventures in 
the cooperative field and in particular the small units which are as- 
sisted by the Corporation are weak The representative of the 
Ministry of Agriculture and Cmperation had been frank enough to 
admit that "a cooperative society undertaking economic activity like 
processing in particular has to be of a certain size. Viability and 
management are very important. . . . . . . . . . . . . .Wherever we have 
enlightened leadership, plus professional management, the function- = 
ing of the cooperative societies is very good. The problem with re- 
gard to very small level cooperative societies is that of their leader- 
ship and their professional management." The Committee consider 
this to be the crux or the problem. Even a cooperative venture had 
to be of an e:onomically viable size, and no amount of financial as- 
sistance alone can get round this factor. It is possible to prevail upon 
people in larger area to join in undertaking cooperative ventures for 
processing agricultural products. Certainly, no unit, not of the right 
size should be supported. The NCDC can play a very useful role in 
concert with the State Governments to evolve enlightened leadership 
at grass-root and training the professionals to manage cooperative 

--.-- - -  ventures of the right economically viable size. The Committee re- 
-- - - -- -- - - 
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cognise that cooperative ventures have a very important role to 
play, but they cannot do by wishing away or ignoring well recognised 
economic factors prevailing in the market. 

:; 1 1 2 '  I I , ,  The National Cooperative Development Corporation is a promo- 
tional organisation and a premier institution assisting farmers to 

free themselves from the clutches of private enterprises and mid- 
dlemen and brokers who are appropriating the cream of profits 
generated in agricultural sector which process, store and market 
agricultural products on terms which are not fair to producers that 
is the farmers. The Committee are of the view that the time has - Lome for this question to be studied in depth in the light of the a 
experience so far gained by the NCDC and formulate its policies to 
play an important role in the rural sector so as to strengthen the 
sources of production. - - - - - -  - -  . - ----- . -  -- -- - - - 




