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INTRODUCTION 

1. b e  Chairman Of the  Public Accounts Committee, as authorised 
I,,. the Committee, do present on their behalf this hundred and sixth 
Report on the  Audit Report (Civil), 1969 and Audit Reports on the 
Accounts of the  National Cooperative Developnient Corporation for 
the years 1966-67 and  1967-68. 

2 .  The Audit Report (Civil), 1969 was laid on the Table of the  
IIouse on the 18th April, 1969. Audit Reports on the accounts of 
the National Cooperative Development Corporation for  the  years 
1NG-67 and 1967-68 were laid on the Table on the 29th August, 1968 
and  24th July,  1969 respectively. The Committee examined para- 
g ~ a p h  124 of Audit Report (Civil), 1969 and the Auuit Reports on the 
accounts of the N.C.D.C. a t  their sittings held on the 14th and 15th 
J u l y ,  1969 (FN) .  The Committee considered and finalised this 
R c p ~ r t  at  their sitting held on the 26th March, 1970 (AX.) .  The  
minutes of these sittings form part -;if the  Report (Par t  11) * 

3. A st:~tcinent shou-mg the summary of the ma:n conclusions of 
thr. Comrnlttcc is appcndcd to the Report (Appendix VIII). For 
fnci l l ty  of refc:encti thew have bccn prmted In thlck type In the 
I d ?  of the Rc])ort. 

1. The Cr:mm~!tw place on record their appreciation of assistance 
rendered to them in their esamination of these accounts by t h e  
Comptroller and Auditor General of India. 

5. The Committee would also like to esprcss their thanks to the  
officers of the Xllnistry oi Food, Agriculture, Community Develop- 
ment & Coopcratlan (Department of Cooperation) for the coopera- 
tion estended by them in giving information to the  Committee during 
the course of evidence. 

NEW DELHI; 
April 4 ,  1970. 
Chaitra 14, 1892 (Snka) 

ATAL BIHARI VAJPAYEE, 
Chairman, 

Public Accounts Committee. 

- -- 
*Not pritcd. (One cyc1~)stylrd copy laid on the Table of the House and five copies PIP- 
Ced i n  Pnrliarncnt Library). 

(v) 



NATIONAL COOPERATIVE DEVELOPMENT CORPORATION 

CONSTITUTION AND FINANCES 

Audit Paragraph 

The National Cooperative Development Corporation was set up 
on the 14th March, 1963 under the National Coo2erative Develop- 
ment Corporation Act, 1962 with the object of planning and promot- 
ing programmes for the production, processing, marketing, storage, 
export and import of agricultural produce and notified commodities 
through Cooperative Societies. 

1.2. The C o ~ o r a t i o n  receives funds from the Central Govern- 
ment both as loans and grants and in turn gives loans and subsidies 
to the State Governments for providing financial assistances to the 
Cooperative Societies in the Country. 

1.3. A broad analysis of the receipts and Payments of the Cor- 
poration for the years 1965-66 and 1966-67 is given below: 
- - 

Rcce~pts. 1965-66 1966-67 Payments 1965-66 1966-67 

G r a ~ t ~  from Central 
G.w:rnment . 

Pa.rn;.~tz of lonns bv 
Starc G ~ s .  etc. . 

Interest a73 dividends 
0.1 Invcstmcnts 
u 11:--writing 
cornmission etc. 

Refund of subsidies 
by Stnte Oovts. . . 

(Figures in lakhs of rupees.)' 

473.44 19~1.75 Establishment and 
Contingenci-s. 

Loans to  State Go- 
499.62 1259.41 vernments. . . 

Subsidies to State; 
435.26 197.42 Gorcrnments. . 

Rcpa\ments of loans 
161 .oo 239.60 to Central G,>vcrn- 

ment. . 
85.38 127.98 Interest on loans . 

Income Tax . . 
Investment in deben- 

25.35 16.70 tures. . . . 
Expenditure on Cen- 

22.67 67.58 tral management 
I n s t t . .  . 

18.59 Nil. 



Refund of . \dva~~ces  0.04 c .  I S  ?disc. Payments . C .93 I .99 

Mix .  Recriprs . 0 .0s 0.04 Refund of grants . . . 2 3 ' 5 4  

RECEIPTS 1 ~ 6 6 - 6 -  19t3--6s P.\Y,W KTS 1966-6; 1467-68 

Rcpm m c n t  of loans Rcpa~rncnl  of loans  
by Sratc C o v c r n -  rc. Cc!i~ral G~3verr1- 
mcn:s clc. . . 2 3 5 . 6 3  49-.46 mc.!;! . . 5 5 . ~ 2  126 78  

Int:rc:t and ,liviJcilcis : c ~  1 1  a . h ( v g 4  1-2.59 
017 I!~!'C'ilnlCt~Ks un- 
der  wri t i~lg cornmi- Inc\imc l ax .  . 62.-j 1i.60 
ss;trl? ctc. . . 16.-3 5 . 4 -  

[Para I of Aud:t Kcporls un thc accounts uf rhc N.C.D.C.  fc1r ~ h c  !cars 1966-67 a11d 
1967-6hj 

1.5. The National Cooperative Development Corpyation is a sta- 
tutory body constituted under the N.C.D.C. Act, 1962. It  was set up 
in March, 1963 as a successor to another body called the  National 
Cooperative Development and Warehousing Board which was estab- 



lished in  1956 following the recommendations of the  All-India Rural 
Credit Survey Committee. 

1.6. The Corporation maintains the "National Cooperative Deve- 
lopment Fund" created under the provisions of Section 13(1) of the 
Act. The fund is fed by loans and grants from the Government of 
India and is used to give loans, grants to State Governments and 
national level cooperative federations for implementing various 
schemes in the cooperative sector. The follnw~ng table shows the  
broad details of assistance provided by the Corporatiw amounting 
to  Rs. 89.67 crores as at  the end of 1967-68: 

: ~ i i :  Corl-inatio~:': , ~ v n < ~ m . , !  eel;, mcs . . . I ! < " , - I -  .:I.:.iq 115g.265 

T(i.r\~ , . . . 61--.q;u 244> 64 Sq66.rSs 
.- - ~~ - - .- - - . - . . .. . .. . - 

The followinq table shows the ocirnlnlstrat~se espncl i ture  of the 
National Cooperative Develoum'nt Co:poratlnn since 1962-63, year- 
wise: 
- - - - -- - -. -- - - - - - - - 

(in lakhs of rupees\ 

The strength of officers and staff of the Corporation is 165. The de- 
tails are shown in Appendix I to this report. 

1.7. The Committee enquired why there had been an incrsase in 
expenditure over the years. They have been informed that ?he 
National Cooperative Development Corporation came into existence 
in 1963-64 with a small nucleus of staff frarn the National Coopera- 
tive Development & Warehousing Board. Apart from some increase 
in establishment consequent on increase in scope of activities since 



then, periodical revision of D.A. payable have led to increase in ad- 
ministrative expenditure." 

1.8. A Study Group of Administrative Reforms Commission had 
evaluated the working of the National Cooperative Development 
Corporation. The evaluation was not in the  nature of "an organisa- 
tional study" and therefore did not cover the  question of "the con- 
tinuance of the Corporation itself." The study was made in the  con- 
text of Centre-State relationship "assuming that the Corporation 
will continue." 

1.9. The Study Group came to the following findings: 

"The activities performed by the National Cooperative Develop- 
ment Corporation have been studied in detail and are broadly cate- 
gorised below: 

(i) providing leadership and initiative to the states and serv- 
ing as a clearing house of information; 

(ii) undertaking the responsibility for drawing up the national 
plan; 

(iii) takihg initiative in evaluating programmes with the object 
of locating problems and taking remedial measures; 

(iv) providing a forum and meeting ground for the  state r e p -  
sentatives for the exchange of ideas on different subjects 
and fnr the evolution of guidelines; 

(v)  all-India and inter-state federations; 

(vi) matters relating to the United Nations/foreign countries 
and other foreign agencies; 

(vii) sponsoring and financing of sctemes out of its own cor- 
pus; and 

(viii) involvement with actual centrally aided and centrally 
sponsored schemes. 

Activities mentioned at (i) to (vi) have necessarily to be retained 
by the centre as they flow from its role as leader, innovator and tech- 
nical guide. The activities mantioned at (viii) should be decentra- 
lised." 

1.10. Analysing the position further in regard to the  appropriate- 
ness of routing central assistance to States through the Corporation, 
the Study Grou;, observed: 



IFor state plan schemes the central assistance is released by t he  
National Cooperative Development Corporation. An interesting fea- 
ture obtaining in this organisation is that apart from working as an 
autonomous corporation created under the Act, it is also functioning 
as the Marketing Wing of the Ministry of Food, Agriculture, Com- 
munity Development and Cooperation (Department of Cooperation). 
Thus, all the central assistance falling under the subjects dealt with 
by the Corporation is passed on to the State Governments through 
this Corporation. For schemes other than those falling under 
heads: cooperative credit, marketing, processing, storage, supplies 
and godowns the central assistance to the State Governments for 
various plan activities pursuad by them in the state sector is passed 
on to them by the Department of Cooperation themselves in much 
the same way as is done by the Department of Agriculture or for 
that matter any other department of the Central Government. An- 
other feature of the working of this arrangement is that, unlike 
other sectors of economy, ways and means advances are not given 
to the states against plan schemes for adjustment against central 
assistance at the end of the year. All the plan schemes included in 
the state sector which fall within its jurisdiction are released their 
financial assistance from this Corporation. In fact, before any assis- 
tance is relelsed by the Registrars of Cooperative Societies in their 
region they have to send to the Corporation in a prescribed from 
various details, vi=.. the names of the society, actual expenditure al- 
ready incurred, anticipated expenditure during the remaining part 
of the year and some other relevant details to get the proportionate 
share of the assistance promised by the Central Government. No 
dctailed scrutiny is, however, done at the central level but on the 
basis of facts intimated in the prescribed form financial assistance 
is released in one lump sum or in tivo instalments depending upon 
the type of schemes. 

Thus within the 'co-operative' sector two different methods of 
 ele ease of assistance are followed, one by the National Cooperative 
Development Corporation and the other by the Department of Co- 
operation. For 'cooperative farming' and 'training and education', 
the Department of Cooperation issues sanctions sometime in March 
for central assistance to be adjusted against ways and means ad- 
vances made to the State Governments. By linking release of funds 
with the progress of expenditure and implementation of schemes, 
the National Cooperative Development Corporation endeavours to  
ensure proper utilisation of funds by the states and has met with ' 

increasing success in recent years. However, except for the release 
of assistance for the schemes sponsored and financed by the Corpora- 
tion from its own corpus, there is no reason why the State Govern- 



merits should not be relied upon for releasing assistance to  societfes 
themselves, obtaining utilisation statements from t h e  societies a n d  
having on the  spot investigations, if lump sum assistance for plan 
schemes is a t  their disposal. This will obviate the  necessity 
of the  Registrars of Cooperative Societies having to send the  details 
and of the National Cooperative Development Corporation having ro 
scrutinise them. An avoidable load of work and unnecessary cen- 
tralisation of functions a t  the  h e a d q u a r t e ~ s  can be done away with. 
Besides, this scrutiny is squarely the  responsibility of the  Registrars 
and not that  of the  centre. which, incidentally does the  scrutiny on 
the basis of x r a n g e d  information supplied by the  Registrars. This 
spoon-feeding is unnecessary and undcsirahle. The Registrars of 
Cooperative Societies should be au'horised tc, release asristance to  
cooperative societies in tlie same number of instalments as are  pres- 
cribed by the  Xational Cooperative D e ~ ~ l o p n l e n i  C3:poration. The  
Corpor-itinn ~v i l l  thus be divested of its functions in regard to scru- 
ti:-)\ of cach t > - p  of scheme and release of pyants and loans and an- 
cillary nork." 

1.11. In regard to centrally-sponsored schemes in regard to which 
assistance to the Sta[es  \\-as routed th rough  Sat ional  Cooperative 
De~e1v~;men t  Corporation. the Study Group state<: "None of the  
schcmis . .  . .conforms to the  criteria laid down by the  Planning 
Commission for centrally sponsored schemes which are: 

!L!  tiley ~ h o u l d  relate to demonstraticn, pilot projects, survey 
:I>? research; ! 

(:i) +the;: should have a regional or inter-state character; 

(111) t7ey s h ~ u l d  require lump sum pronsions to be madi  until 
they can be broken down ter r~tnr ia l ly ;  and 

(:v) they r!luuld he1:c an owra l l  sisnificance from t h e  all- 
India angle. 

T h ~ r e  appears to be no necessity- of foisting !he centre's judgement 
on the states regarding the  necessity of any of the  centrally sponsor- 
ed schemes in  this sector. Escept for p r o \ , i d i n  broad guidelines, 
the centrally sponsored schemes should be ccmpletely ciecentralised. 
If, on an overall view of the  entire development programme, any 
schemes in the cooperative sector are  considered to be of overriding 
priority, central assistance can be tied to them." 

1.12. The Committee drew attention to the  foregoing observations 
of the Study Group of Administrative Reforms Commission and 
wanted to know whether i t  was  necessarv to  route central assistance 
to the States through the  National Cooperative Development Corpo- 



ration, particularly when other Ministries and Departments and the  
Department of Cooperation itself in regard to certain schemes re- 
lease assistance to States without the intervention of an intermedi- 
sry. The following position in  this regard was explained during 
evidence and i n  notes submitted to the Committee: 

"The Report of the  Study Team of the Administrative Reforms 
Commission on Centre-State relationship has, no doubt, recommend- 
ed that the  National Cooperative Development Corporation should 
divest itself of t h e  work relating to release of Central assistance. 
However, i t  may be recalled that the Report of the Working Group 
on Cooperation set up by the Administrative Reforms Commission 
has recommended that the  scope of the National Cooperative Deve- 
lopment Corporation should be expanded to cover coope~ative deve- 
lopment activities in other sectors with a view to bringing about 
closcr association of the  reprusentati\,es of the cooperative institu- 
tion-, in the formulation of cooperative policies and programmes as 
-1 p!.clude to progressi1.e devolution of these functions to national 
conprative organisations. This Working Group has also observed 
tha t  the Corporation has made positive cant:-ibution to accelerate the 
~mplcmentation of the  cooperative processing programmes. The 
Administrative Reforms Commission has not yet finally given its re- 
cc~mmendations on matters pertaining to Cooperation mi! the  
National Cooperative Development Corporation. 

The procedure at  present followed of releasing assistance to 
States through the National Cooperative Development Corporation 
has the following merits: 

(i) it enables assistance to be e3rmarked for a group of 
schemes within the purview of the National Cooperative 
De17elopment Corporation, which are considered of high 
priority, and prevents diversion of assistance to other sec- 
tors; 

(ii) it enables the National Cooperative Development Corpo- 
ration to keep in close touc!~ with the implementation of 
marketing, processing and storlge programmes in the  co- 
operative sector i n  the States and thereby increases its 
capability to formulate and promote other programmes in 
the related fields outside the purvielv of the Centrally aid- 
ed and Centrally sponsored schemes; 

(iii) the association of non-official lendership of the  cooperative 
movement with official representatives of the  Crovernment 
in the National Cooperative Development Corporation 
facilitates objective and realistic appraisal of programmes 
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in the field. The programmes in the  State Plan sector 
cmnot be fully separated from the programmes in t h e  
Central sector; both should be regarded as supplementary. 
Therefore, handling of both kinds of programmes through 
the National Cooperative Development Corporation helps 
in bringing about an integrated approach to t5e develop- 
ment programmes in these sectors." 

1.13. Taking up the first argument in favour of the present sys- 
tem of routing Central assistance to the States through the Corpo- 
ration, ie.. that it helps to check diversion of funds, the Committee 
enquired how this is being ensured. In a note Government have 
stated: "The National Cooperative Development Corporation exer- 
cises financial check by obtaining Utilisation Certificates and utili- 
sation accounts from State Governments. Recoveries are affected 
where diversion of funds from the schemes for which they were 
given takes place. 

On the administrative side, 

(a) periodical checks conducted by officers of National Co- 
operative Dex'elopment Corporation during their visits to 
States; 

( b )  progress reports on the physical implementation of the 
schemes both from State Governments and societies; 

(c) annual discussions and reviews with the State representa- 
tives; and 

(d) liaison by the Regional Officers at Calcutta and Bangalore. 
help the National Cooperative Development Corporation in exexis- 
ing a check on the programme implementation." The Committee 
referred to instances of diversioninon-utilisation of funds mentioned 
in the Audit Reports of National Cooperative Development Corpora- 
tion.* The witness stated that "it mav not be correct" to make a 
"generalisation" that "the assistance we are giving is'being rnisuti- 
lised or diverted. There may have been some delay for reasons 
which are understandable and which can be scrutinised. But by 
and large, the programmes for which we are assisting the States are 
carried out." When the Committee drew attention in this connec- 
tion to the observations of the Study Group of Administrative Re- 
forms commission that "no detailed scrutinv" is done a t  central level 
before releasing assistance and that the Corporation only goes by 
details of expenditure intimated by the State Registrars of Coo?era- 
tive Societies before providing assistance, the witness replied: ''Thig 

I. __-- 
*Pleas- see chapter.  . V I I  



is correct." I t  was added, however, that "we do the scrutiny i n  the  
case of centrally sponsored schemes." The Committee pointed out 
that the view of the Study Group of Administrative Reforms Com- 
mission was that these centrally-sponsored schemes do not satisfy 
the criteria laid down by the Planning Commission and that  the Cor- 
poration should therefore shed its work in this regard. The witness 
stated tha t  "this particular work has already been shed with effect 
from this year", a s  the  number of such schemes has been "drastical- 
ly curtailed." The number of centrally-sponsored schemes q e r a t e d  
by National Cooperative Development Corporation was 3 in 1968-69. 
During the Fourth Plan, the Corporation would operate only one 
scheme, i .e.,  "Margin Money Scheme for distribution of fertilisers." 

1.14. Taking up the second reason given for using the Corporation 
as a medium for routing central assistance, i.e., that it secures asso- 
c~ation of National Cooperative Development Corporation with co- 
operative programmes, and thereby facilitates formulation of pro- 
grammes on sound lines, the Committee enquired whether there 
Lvt'1.e no agencies like Programme Evaluation Di\%ion of Planning 
Commission which could evaluate cooperative programmes. Tho 
witness stated that the studies conducted by National Cocperative 
1)t'veloprnent Corporation are "more from the administrative and 
or:anisational angle" and that the Planning Commission had been 
riyuested not to duplicate the evaluation work done by the Ccrpo- 
ri~tion. 

1.15. Adverting to the third reason given for the Corporrltion dis- 
bursing assistance to States, i.e.. that through its constitution, it se- 
culcs association of non-offiaal leadership with the cooperative 
movement, the Committee asked whether such association could nct 
be equally well ensured through the agency of consultative commit- 
tees. They pointed out that "the present prol~feration of organisa- 
tions" might actually impede such an association. The repreyentative 
oi the Department of Cooperation stated that "lye have on the Natio- 
nal Cooperative Development Corporation t ~ v o  experts with special 
knowledge of rural economics, five representatives of apes  bodies, 
people who run  the cooperative institutions.. . . .These men are  
themselves part of the Corporation. So they make and guide the  
Policies of the Corporation. A consultative committee does not 
share that responsibility. So, as long as this Corporation continues 
to deal with this subject, this would be a better way; they should 
be policy-makers rather than advisers." 

1.16. Summing u p  the position, the  representative of National 
Cooperative Development Corporation stated: "If vou take all these 
aspects of the  picture together into account, it will be clear that  so 



far as the co-operatives are concerned, they are receiving effecthe 
guidance and assistance from us in one form or the other. In ' the  
recent Ministers' Conference at  Bangalore also, it may be mentioned, 
they made a recommendation that the  Central Government should 
auglnent the resources of the Corporation to make i t  more effective 
and give it more assistance outside the State plans' cei lug.  . . . . . . . 
The basic thinking on this issue goes as far back as the Rural Credit 
Survey Committee Report where they thought that cooperation, 
being essentially a non-departmental and non-governmental activity, 
its development is a gradual phase which should ultimately lead to 
federations of various cooperatives. The whole concept of the  
Y~t iona l  Cooperative Development Corporation organisation is re- 
flected in the Act itself which en.i7isages a certain amount of Cen- 
tral  planning. guidance, supervision and promotional role that can 
be exercised while, at  the same time, not sacrificing the States' au- 
tonomy in the matter of cooperation." The Committee pointed out 
to the witness that though the N.C.D.C. Act "provides for the  Cor- 
poration, it also provides for its dissoliltion". They invited attention 
in this connection to Section 21 of the Act. 

1.17. The Comm~ttee pointed out that there had been a change in 
the $attern of central assstance to the States and drew attention to 
a communication dated 22nd hlay. 1969 from the Plannlng Conimis- 
sion extracts from which are given below: 

"Tile procedure for channelling of Central assistance for schem- 
es included in the State Plans as set out in the Planning Commis- 
sion's letter No. PC(P)  4 2 66 dated January 25, 1967 has been under 
review fur some time. The Committee of the National Development 
Council recommended at its meeting held in J u l y ,  1968 that Central 
assistance to State Governments for their Plan schemes be given in 
the shape of block loans and grants. After taking into consideration 
the recommendations made by the Administrative Reforms Com- 
mission in this regard as also the views expressed by State Covern- 
ments in response to the  Planning Commission's letter No. PC(P)41 
2 68 dated March 8, 1968 it has been decided in consultation with 
Ministry of Finance that Central assistance to States for the Fourth 
Five Year Plan (1969-71), with the exception of the funds to be pro- 
vided by the National Cooperative Development Corporation, will 
be given as block loans and grants each year. I t  has also been de- 
cided that each State should receive 30 per cent of the total assist- 
ance ei'ery year as a grant, the balance of 70 per cent loan. The 
terms and conditions governing the block loans will be communicat- 
ed tc St . te  Gov~rnments  separately. 



Central assistance to the  States will not be related to  any indi- 
'vidual scheme-group of schemes or Head oi  Development on t h e  
basis of matching contribution. However, in order to ensure tha t  
the priorities for the  plan are generally maintained in the course of 
implementation i t  has been decided that the outlays under certain 
heads or sub-heads and for a few specifiea schemes shall be ear- 
marked. . . . . ." 

1.18. The Committee were informed that releases by National 
Cooperative Development Corporation would not come within t h e  
purview or the  foregoing scheme. The releases will be made as be- 
fore scheme-wise. However, there are  certam cooperative schemes 
(e.g., Agricultural Credit Stabilisation Fund) in regard to which 
Naiional Cooperative Development Corporat;on does not come into 
t h e  picture. In regard to these schemes, ctntrril assistance w!ll be 
directly released to the  States under thc new ssysti'i-I of block loansj 
grants fqrmulnted by Government. Funcis r:!c;:ied by Naticinal Co- 
oi~ei-ative Development Corporation cannot be djverted by the States, 
but in regard tc, funds made al~ailable by the Government of India 
direct ;o the States, the States will cnjoy fiexlb~iiiy In utilisation as  
conten~plated in the new scheme. 

1.19. The Committee observe that Central assistance to States far 
the majority of cooperative schemes is at present being routed 
through the National Cooperative Development Corporation. I t  has 
been stated that this arrangement is advantageous for a variety of 
reasons. It  prevents diversion of assistance by States to other 
sectors, secures association of the Corporation with the implementa- 
tion of cooperative schemes thereby facilitating formulation of 
programmes on sound and realistic lines and ensures associatio~ 
of non-official leadership with the cooperative movement. The Corn 
mittee are. however, unable to accept these arguments as valid for 
the following reasons: 

(i)  The Corporation is not at present in a position effectively 
to stop diversion of funds by the States, if a t  911 i t  is 
taking place. It  is releasing assistance for schemes on the 
basis of proformae submitted by State Registrars of Cb 
operative Societies which give details of proposals, esti- 
mates, or expenditure incurred ete. As pointed out by 
a Study Group of the Administrative Reforms Coxtunis- 
sion "no detailed scrutiny" is done by the Corporation; 
"but on the basis of facts intimated in the prescribed 
form financial assistance is released!' The Study Group 
concluded that this 'spoon-feeding is unnecessary and 



undesirable" and "leads to an avoidable load of work and 
unnecessary centralisation of functions at  headquarters" 

"can be done away with." It was stated during 
evidence that the Corporation does conduct scrutiny prior 
to release of assistance in respect of centrally-sponsored 
schemes (as opposed to centrally-aided schemes). The 
data furnished to the Committee, however, 6hows that 
the number of centrally-sponsored schemes a t  present 
administered by the Corporation is only 1. 

The only other check on utilisation of funds that the Cor- 
poration has is the utilisation certificates that it obtains 
from the State Governments. The findings in a later 
section of this report will, however, show that these 
utilisation certificates are furnished on the basis of "mere 
disbursements" without ascertaining how far moneys have 
been applied for the various schemes for which assistance 
has been given. 

(ii) For other Plan Schemes, Central assistance is now releas- 
ed to States under a system of block loans and grants, 
without relating them to specific sub-heads. In respect 
of these releases, States enjoy flexibility in utilisation of 
funds, subject to the need to conform to certain priorities 
arising out of the Plan. There is no reason why funds 
released by National Cooperative Development Corpora- 
tion tor certain cooperative schemes should be made an 
exception to this arrangement which corers othcr fields 
of Central assistance, involving suhstantial ol~tlay. What 
makes the arrangement incansistent is the fact that theie 
are cooperative schemes themselves outside the purview 
of the National Cooperative Development Corporation in 
respect of which release of assistance to the State Gov- 
ernments is made under the system of hlock loans and 
grants. 

(iii) It has been stated that National Cooperative Development 
Corporation evaluates schemes for which assistnnce is 
released by it and thereby a realistic formulation of pro- 
grammes is facilitated. The findings in the later section 
of the Report will show that important schemes like 
cooperative marketing have never been subjected to an 
overall appraisal by the Corporation at any stage. The 
Corporation has also not been able to furnish to the Com- 
mittee complete data on a numher of major points like 



the quantum of financial assistance provided by' i t  for 
marketing societies covered by 'revitalisation' programmes, 
the position of godowns under construction in various 
States, financial assistance provided by it in respect of 
uninstalled processing units etc. Besides, any evaluation 
that is required to be done could well be done by the 
Department of Cooperation or agencies like the Pro- 
gramme Evaluation Division. 

(iv) As regards the argument that the Corporation, through its 
constitution secures association of non-official leadership 
with the cooperative movement, the Committee find it 
difficult to understand why the purpose could not be 
served equally well by devices such as informal consulta- 
tive committees. In any case, there is a full-fledged 
Department of Cooperation under Government and the 
irlterposition of the Corporation between the Department 
and the cooperative sector will oniy hamper, instead of 
facilitating the 'de-oficialisation of the cooperative move- 
ment. Besides, as the Corporation itself has no substal~tiaI 
mean. of independent income. being fed b?. grants and 
!oms by Governm-nt. i t  just acts as one more intermediarp 
in the procrs5 of channelisation of funds to cooperatives. 



which came into existence in 1958, subsequent to the formation of 
the Siatulory Board. The Commitlee have reasons to doubt 
whether the existence of an official organisation like the National 
Coop,rative Dex clopnlent Carporatio~l in  the  cooperative sphere, 
bcsidek the Depavt!vnt ot' Cwperetiori is a t  all necessary. Besides 
the es ; s~e l .~e  oi t u o  official agencies will not certainly be conducive 
to tile 'de-ofiicia1is:ltion' o+' t h  caoperative mwement .  

1.21. The Committee would like Government to remit the forego- 
ing coo.3idccation for detailed expert study and come to a decision 
on the n;:ccssity for the contintrance of the National Cooperative 
De\ eicpm~.lit Corporation. In any case, even if there is justificat:on 
for the organisation, the present system of channelising Central 
assistance to the States through the Corporation does not appear 
to be necessary. 



COOPERATIVE MARKETlNG SOCIETIES 

(i) Financial assistance provided: 

2.1. Section 9(1) of the National Cooperative Development Cor- 
*oration Act, 1962 makes it one of the principal functions of the Cor- 
poration to plan and promote programmes for the marketing of pro- 
duce through cooperative societies. To the end of 1967-68, the tota- 
assistance provided by the Corporation to co-operative marketing 
societies under various heads amounted to about Rs. 10 crores aF 

under: 

Centra!l) Cenrrally Cnrycra- 
aided sponsered tion's 

schemes schemcs own 
schema 

Loan for share capital. , . , . . . @ h . ~ o  122.59 10.15 

Loan for transport vehicles. . . . . . 51.15 1.20 

Subsdy  for grading staff and equipment. . , 5 . 8 2  c.c4 

Subsidy for Price fluctuation. . . , ,  21.99 . . 
S u h s i d  for promotional d l s .  . . . . .  . . . . 8.1; 

- -  - .. --- . -- - -- - - - \  

(11) Performance of marketing societies: 

2.2. The Committee referred to the findings of a survey entitled 
"Development of Cooperative Marketing" which had been brought 
cut \I:\ the Reserve Bank of India in January, 1969. This s u m q  
hati pointed out that "the maketing behaviour of selected cultiva- 
tors showed that marketing societies had made a negligible in:pact 
on  the cultivators about their ability and scope as good marketing 
~llstltutions." The marketing societies "were content to handle 



whatever little produce came to their door" whereas saels of pro- 
duce by the cultivators were predominantly in the villages." The 
Committee enquired what concrete steps Government had taken 
to make the societies reach the cultivators and to equip them to 
face competition from local traders. They have been informed 
that "the observations made in the Reserve Bank of India's report 
is based on data relating to the years 1962-63 covering 22 primary 
marketing societies." The latest available statistics showed a defi- 
nite improvement inter-alia in the following respects: 

(i) From the point of view of membership. 

(ii) From the point of view of "owned funds" of the CQ- 
operatives. 

(iii) From the point of view ol' :~peratic:?s of the cooperatives. 

In this connection, the following data has been furnished to the 
Committee: 

(i) Afeinbership of AfarketingCooprrark~rs 

(a) Societies(in thousands) . . , . I 9  102 I47 

(6) Individuals and others (in lakhs.) . , 5.22 15 .15  19.46 

2 .  Cenrral Societies 

(a) Societies (in thousands) . . . .  I S  27 27 

( b )  Individuals and others (in lakhs). . , 2.03  0 . 6 6  0.59 

3. StnteFederariotts 

. . . . . .  (a)Societics 1841 4730 6036 

. . . .  (b) Individuals and others 268 925 I117 

4. National Federarions 

(a) Societies. . . . . . .  . . 37 23 
(b) Individuals . . . . . .  . . . . . . 

- ----- 
*According to the Dantwala Cornminet "the bulk of the marketahle surplus of the 

fanner issnld i:? villag-s. T h e  All-Jldia Rural Credit Survey Comrnineeestlmafed thPt 65% of the total sale of all crops took place In villaees. 
tThe  total number of Primary societies in 1957-58 was 1,899-Vidr papc 151 of report 

of W.G. of A.R.C. on Cooperation. The number in 1966-67 and 1967-68 was 3,295 and 3,280 respectively vide "Review of Cooperatwe Movement in India (1966-66 R.B.I. (1970). 



(in crores of rupees) 
I .  Primary marketing Societies 

( a )  Share capital- 

(i)Msmhers . . . . .  1.58 4.76 7'42 

. . . . .  iii) Government 0.64 4.94 14.44 

. . . . . .  (iii)Total 2.22 9.70 21.86 

( h )  RrservcK. othcr funds . . . .  1 5'53 11'27 

(c) Totdowned funds . . . . .  3.82 1 5 ' 2 3  33'13 

2.  Cmtrol Marliezing Socicries 

( a )  Share capital 

(i) Menibers . . . . .  I .08 

(ii) (;ovcrnment . . . .  0'33 

(iii)Total . . . . . .  I '41 

( h )  Reserve and other funds. . , . . 3.81 

( c )  Total owned funds. . . . . .  5 ' 2 2  

3 .  Slate Apex. Federations 

( a )  Share capital 

. . . . .  (i)Membcrs 0.21 

. . . . .  (ii) Government 0'40 

. . . . . .  (iii)Total 0.61 

(6) Reserve and other funds . . .  5.93 

(c) Total owned funds . , . . .  I .54 

4. N a t i d  Federarims 

(a) Share capital . 
( i )  Members . . . . .  . . neg. 0.05 

(ii) N.C.D.C. . . . . .  . . .. 0' 10 

. . . . . .  (iii) Total . . n%. 0.15 

. . . .  (h )  Reserve and other funds. . . 0.10 0.15 

. . . .  (c )TotJownedfundr.  . . 0. 10 0.30 



I .  ,+farketing ~/Agricultural Produce 

(a)  Foodgrains . . . . .  
( b )  Sugarcane . . . . .  
(c)  Othercrops. . . . . .  

TOTAL . . .  
2. iXsldbution ryf Agricrtltural Requisites 

( a )  Fertilizers. . . . . .  
(h: SeeJs . . . . .  

. . . . .  (c) Other inputs. 

3.  Supply ojConsumer articles in rural a r e a  

4. N o .  d p r i t~~aa .  marketing sotieties rrndctrakinps 

l o )  Marketing of Agricultural Produce. . .  N.A. 2 1 5 5  23m 

. . . .  ( b ,  Distrihution of inputs. K.A. N.A. 188; 

( c i  Supplics of consumer ar~iclcs. . .  N.A. 6 9 ~  1814 
-. - -- - - . .- -. . .  -- 

2.3. The Committee pointed out that the rise in the turnover 
reflected in the figures furnished by Government would be largely 
neutraljsed if the rise in price index that occurred during this period 
were taken into account. During the period 1961-67, the price 
~ n d e s  in regard to foodgrains moved up from 106.7 to 177.7 and t,he 
whole sale index rose from 111.7 to 171.1. The Committee also 
4rew attention in this connection to the findings incorporated i n  a 
paper p e p a r e d  by the Division of Rural Surveys, Economic 
Department. Reserve B a r k  of India for a seminar held in 1968.: 
The findings were: "during 1965-66 a little more than a quarter of 
the 3198 primary marketing societies in the country did not r t y r t  
any sale of farm produce; the value of the produce sold bv the 
remaining societies was Rs. 134 crores or a little more than 5 per 
cent of the total marketable surplus." The Committee enquired 
- - ~- P 

*These figures do not tally with the figvrcsgiven by t h c R e ~ e n v  Rank ofIndia given later 
In this Rcpnrt. 

Y'Financinp of Agriculture hy Commercial PanksW-Rcpon cla ~ m i n s r h c l d  on Dccern- 
btr 6-8, 1968 (Reserve Bank of India.) 



,Lether data was available to indicate what proportion of market 
ploduce the marketing cooperatives handled in subsequent years 
and what steps were being taken to ensure that the cooperatives 
made headway. Explaining the position in regard to the foregoing 
lssne, the representative of the Department of Cooperation inform- 
ed the Committee as follows: 

"I would like to mention this in broad perspective that even 
though there is the fact that the price index has gone up,. 
the total increase in the agricultural marketing operatjons 
of the co-operative credit societies are substantially more 
than the increase in price index. The total increase is 
something like 300 per cent as against an increase in the 
price index of about 60 to 80 per cent..  . . . . . . . . . . . . . . . 
The particular figures which are contained in the report 
of the Reserve Bank seminar. . . . . . .relate to the markct- 
ing of agricultural produce. But we have really two 
types of agricultural produce.. . . . . . . Now, according to 
the statistics which we have got in the year 1965-66, to 
which reference was made, the total value of agricultural 
produce handled by the cooperatives was Rs. 360 crores, 
of which the break-up is as follows: Food-crops-about 
Rs. 136 crores; sugarcane-Rs. 147 crores; other crops- 
Rs. 77 crores. All these make a total of Rs. 360 crores. 
Presumably, the figure contained in the Reserve Bank 
report relates only to the marketing of foodpains. 

It is quite true that all the three thousand and odd primary 
marketing societies in this country do not . undertake 
marketing of agricultural produce. There are some 
who undertake all kinds of marketing acti\.it-., and there 
are some which only undertake distribution of inputs. 
It has been the endeavour of the National Cooperative 
D e v e l o r v c n ~  C'orporat~m and the Ministry t,, try to in- 
crease the number of marketinq societies which ~ ~ n d e r -  
take marketing of agricultural produce. 

I may mention here that this aspect to which the hon. Minis- 
ter also drew attention was also posed to the Statr hiinis- 
ters dti.:nq the recent Banqalore conference. that there 
are many marketing societies which are not doinq the 
marketing of agricultural produce as such. They are 
primarily doing distribution of agricultural  input^ That 
also is a very important function-distrib~tinn of frlrti!i- 
zers, seeds and pesticides. This year. the cooperatives 



expect to distribute ikrtil~zers worth nearly 260 rroreE if 
rupees, ~ u t  apart from this, we are also aware of .this 
deficiency that in many societies marketing of egricd- 
t u rd  produce is not given due importance, and it   ha^ been 
our constant effort to improve the situation." 

2.4. In regard to the proportion of market produce handled by 
cooperatives, the witness stated that "it is difficult for US to know 
actually v.hdt is the toi:iI marketable produce i n  respect of agri- 
cultural commodities in the country as a whole because realiable 
statistics are very difficult to get ' '  In a note on this point it has 
been further stated: "Informatlon of total agricul t~~ral  produce that 
came into the market is not available; the Directorate of Econon>ics 
and Statistic; of the Department of Agriculture have information of 
market arrival fur specified commodities for selected markets only. 
Therefore, it has not been possible to work out percentage of egri- 
cultural produce handled by cooperatives in relation to total market 
arrivals." 

2.5. Iisting some of the steps taken to improve the working of 
the marketing societies, the witness stated: 

(i) To induce cultivators to sell their produce to cooperatives, 
the cooperatives are being encouraged to make outright 
purchases. A scheme for contribution to a price fluctu- 
ation fund for each cooperative has therefore been start- 
ed. The total value of assistance provided and purchases 
made under this scheme were as follows: 

Total amount of assistance sanctioned (in lakhs of Rs.) . 5.55* 11.37* 5.57, 

'Total amount of purchases made (in lakhs of Rs.) . 747.27 1076.70 970.71 

(ii) To facilitate collection and storage of produce, the sock- 
ties are assisted in the matter of acquiring storage capa- 
city and transport. "In recent years we have given 
Rs. 59.39 lakhs for building up transport." 

(iii) Promotion and assessment cells are being set up in' epcx 
marketing federations and federations which had created 

. - - - - - _ -  - - -  
*Assistance was ~ a i d  in ~uhsequent yeare. 



a pool of management personnel for helping affiliated 
institutions are eligible for subsidy, 50 per cent of the 
cost of which is borne by the Corporation. 

2.6. The Committee drew attention to the observations of the 
&serve Bank of India in their Survey Report (1968) on Develop 
merit of Cooperative Marketing that "in a number of societies, the 
agencies from whom they purchased the produce were traders, as 
they had no arrangements for assembling the produce at  the village 
level" and similarly "the agency on whom marketing societies 
depended for the sale of produce were also the traders to a very 
large extent as they had not organised trade link for disposal of 
produce at  secondary or terminal marketing. In  fact, the districts 
with relatively better performance of marketing business by the 
societies showed a relatively higher proportion of sale to traders." 
The Committee desired to know precisely what steps had been 
taken by Government to meet this situation by building up an 
integrated marketing for collecting the produce at the village level 
and disposing it of at  the terminal markets and the progress made 
in this regard in the various States. In reply the Government have 
furnished the following note: 

"It is an accepted policy that an 'ntegrated marketing struc- 
ture including processing shoultl be developed.. . . . . . 
Affiliation between primary village credit societies and 
p r imaq  marketing societies as well as primary marketing 
societies to upper tier societies is being progressively im- 
plemented for this purpose. However, as pointed out in 
the Reserve Bank of India's report itself, pending the 
evolution of an integrated cooperative marketing struc- 
ture with a built-in mechanism for channeling the pro- 
duce from the markets to the secondarylterminal markets, 
primary marketing societies in the present stage of develop 
ment have to depend on local traders, to some extent for 
disposal of the produce." 

2.7. The Committee enquired during evidence what steps had been 
taken to set up an integrated marketing complex. The witness stated 
that an attempt is being made to build up an ''unified marketing 1 system." He added: "Steps are being taken to see that the village level 
society is affi1iate.d to the primary marketing society and that the mar- 

l keting society should contribute a certain share to the higher society. 
We want the marketing societies at  the Statelevel also to consider 



their marketing societies dow.1 below as a part of the total syste& 
so that they can act in collaboration. . . . .Unfortunately regulated: 
markets are not there all over the country. It requires certain legal 
amendments to which aspect the Department of Agriculture has also 
drawn the attention of the State Governments!' 

2.8. The Committee drew the attention of the witness to the 
following observations of the Reserve Bank of India in their Survey 
Report (1968) : 

"Firstly, apart from its volume, the business done was not 
confined to the genuine cultivators but also to purchases 
from traders. In some of the societies, the traders Iiad 
acquired a good hold of their management which they 
turned to their own advantage. Secondly, in certain 
districts where the marketing societies charged 'release' 
commission to pledge loanees, the pledge produce was 
included in the turnover of marketing business. Thirdly. 
even fictitious marketing transactions were recorded by the 
officials of some of the societies." 

2.9. The Committee enquired whether Government had taken any 
steps to improve the various serious drawbacks pointed out by the 
Reserve Bank of India. The witness replied: "That is true. This 
state of affairs is very disturbing. . . . . . . The report (R.B.I. survey) 
pertains to  the earlier veary and since then some conscious effort 
has been made to see that the position improves." In a note on this 
point it has been further stated: 

"Regarding the point made about traders bein? mcmbrv of 
the cooperative marketinq societ~es, this is part of the wider 
problem of vested interests in cooperative societiec The 
Mlrdha Committee on Cooperation. 1965, had hrouirht to 
the notice the loopholes in the Cooperat've Societies Act. 
rules and bye-laws which enabIe vested interests to exploit 
these institutions The Chief Ministers' Conferenre in 1968. 
c ~ n - ~ d e r e d  various measures to be adopted for curbinq 
veqted intereds and suggested that statutorp amendment 
-r,ay he taken up for exclusion of wch vested interests from 
the .nembersh;n of the cooperatives. The recommendations 
of Chief Ministers' Conference were communicatcd to the 
State Governments. In pursuance of this, the Government 
of Maharashtra has already enacted suitable amendments 
to the Cooperative Societies Act. Some other States like 
Kerala and U.P. have also incorporated suitable provisionq 



in their Cooperative Acts and Rules to curb the growth 
of vested interests. The matter is under consideration in 
a number of other States." 

2.10. During evidence, the witness admitted "the position of the 
markctin,? societies is not an ideal one. The only limited point that 
we arc trying to enlphasise is that there has been an jmprovement." 
The witness added that Government ''have been trying to pursue the 
matter with the Slntc Cowmments .  . . . .so 3s  to bring ebout a subs- 
tantial imprn\.~mcnl in the qua!itativc as well quanlitat.i~re nerforin- 
ance of the cooperative marketing societies." 

2.11. The Commjttee enquired whether the Xa~i : ,naI  Cooperative 
Development Corporation had made any evaluation on their own about 
t h c  jmpnct r l f  i h c  mr:-ecti~-c. measures taken by thcln? so far. The 
witness replied: "No rvaluation in that sense has been done " "Par- 
tial evniuation" in respect of individual societies has been done. "We 
do not have . .  . . . .staff to make a comprehensive evaluation 01 the  
whole marketing structul-c." 

2 . ! 5 .  In a "Review of tl,? Cooperative Pllorernent in India- 
1!)66--68". brought o u t  in January, 1970, the Reserve Bank of India 
l:,ive gi.<en the following statistics of operations of marketin;: societies: 

'Rs. In crorcs' 

. I Salc  c , !  Szlc of Snlc o f  
socierlcs a ~ r l c u l -  agricul- consumer 

t u r ~ l  rural gocds 
~ I ~ K ; I I C C  r ~ c u i s i t e s  



2.13. Explaining the reasons for the increased operations, t h e  
Survey has referred to the following factors: 

(i) "As per the recommendations of Dantwala Committee, 
the services of cooperative marketing societies were gene- 
rally utilised by the State Governments and the Food 
Corporation of India in  several States in their procure- 
ment operations." The following were the figures of pro- 
curement of foodgrains through cooperatives (primary 
societies) indicated by them 

I 966-6; I 967-68 -- - 
Rs. lakhs Kh. lakh\ 

The C ~ r n n u t t e e  observe that t!i~a accounts for 60 per ccnt- 
70 per ccnt of the agricdtural produce handled by primar! 
societies. 

(ii) "The intensification of agriculture in recent !.ears has 
gener~.it.d i:i~.a.cr den?and for i ~ p u i s ,  irnpro\.ed seeds etc. 
Consequently the supply activities of marlwtinq societies 
also expanded during the period. The aggregate value of 
agricultural requisites sold by the State, Cent.!.a! al~:i pri- 
mary markct:ng :;ocieticr ?-.lse from PI.. 144 cr.11-ci i:! 196.5- 
66 to Rs. 1% crores in 1966-67 and to Rs. ?74 crorts In 
1967-68. In most States cooperati\rr,: u.c>r!. ;:',:I+T-~~P.' sole 
agents fol- distribution of aql'icu!tura: rcc;ui:.ites incltldinr: 
chemical Eertilisers. The ::ycyegntr \cl , ie of iertiliser.: d:s- 
tributed in 1967-68 was :145.;' crows formi?{; 88.1 per cent 
of the total requisites s~pp1it.d during the year." 

( i i ~ )  Linking of credit with marketing: 

2.14. Acco:.r!inz tr: t h ~  survcy carric.3 nut by the Reserve Bank of 
India. "the cooperative credit structure Slid not provide a zuficiently 
strong base for marketing societies" in the districts covered by the 
survey. The Committee enq:~ircd ~4.i;st steps had been takcn to forge 
an organic link between thew two t:;pes of societies so that the 
provision of credit by cooperative societies to cultivators could be link- 



ed  with the marketing of produce by the cultivators. In a note on 
this point, the following position has been explained to the Committee. 

"There has been a progressive increase in the affiliation of pri- 
mary agricultural credit societies with the primary market- 
ing societies as can be seen from the following figures: 

'TOILI No. Affiliated Percentage 
to affiliation 

maskerirg 
societies 

It is expected that about 80 per cent of the vi!!agn societies 
mav be affiliated to marketing societies by tl-e w d  of 
1967-68." 

3.15. During e~ridence, the reprcscntati~c of the Dcparlrcent of 
Cooperation informed the Committet th-t  ":? 1966-67, t!lc:r n-as 
r.:'covcr\. throuq,h l inksqc.  ; . p . .  throuqh t hc  niccl, u:r: of I C : : I ' ~ P ~  ing 
soc'cties, by the marketing of produce, to the cstent of Rq 36 mores 
m t  of a total lo?n of Rs. 365 crows ~r.hich me::?; 12 to 13 per' cent 
fo. tlic country. This  can he rnmpn!.ccl \:.it!: t!!c fiq1.r-c cf 1961-62 in 
~.11ir'1i gear out of the  tntnl loan of RY.  2 2  crows, o:i!y Rs.  1C crores 
were recovercc? t h l ~ ~ u g h  linkage. So, thcre has been a :tcad:.- im- 
p v e m e n t  in the situntion since 1961-62. But !hrre is on? impor?z::t 

. . .  difirulty which. .  .might bc relevant. So far as foor'.grnins are  
concerned, the procurement policy ill. different States and the pro- 
cedures which have hcen laid down hn\,e a great bearing on the 
r:llesti:m of recovery of dues through linkage. It has been found 
by csperience that many State Governments are reluctant to allow 
the cooperative marketing societies to deduct out of the sale proceeds 
the money which i s  nn?.able to the cooperative society. That is a 
Practical difficulty. Therefore, in the matter of foodgrains, pro- 
gress in respect of linkage has not been satisfactory whereas in the 



matter of other cash crops like sugarcane, cotton and groundnut, there 
has been a much better linkage." 

2.16. "The Review of the Cooperative Movement in India" (1966- 
68) carried out by the Reserve Bank of India, however, gives the 
following findings in regard to progress of linking credit with 
marketing: 

"The system of linking credit with marketing, thoug?: introduc- 
ed in several states. had not made much headnay till the 
end of the period covered by the ~.eview. Cooperative socie- 

. T  tit.? I ?  ,- , T :  < ~ f  :'icm ;.. . .  ~\l:~hhraslitrz. 'Jltar P r a ~ I , ~ ~ h .  
Madhya Pradesh. Kerala. Gujarat and Andhra Pradcsh, 
Mysore and Tamil Nadu had succeeded in mcovering fairly 
sttbstantial amounts from out of the produce marketed bp 
them. The sugar factories in Maharashtra. Mysore. 
Gujarat and Tamil Nadu and cotton ginning and prcsving 
societies in Maharashtl-a and Gujarat too had rcmittcd to 
the primary credit societies their dues out of the sugar- 
cane'cotton processed and marketed. The tot31 loans re- 
covered under this svstem by the marketing and processing 
societies in 1967-68, aggregated Rs. 33.6 crores. Apart from 
the marketing and the processing societies. the agricultural 
credit societies themselves had effected recoverips amount- 
ing to Rs. 20.8 crores in 1967-68 from the produce marketed 
by them. Thus, the recoveries made under the system in 
1967-68 were of the order of &. 54.4 crores compared to 
the total recoveries amounting to Rs. 374.3 crores made 
bv all the primary agricultural credit societies daring the 
pear. The percentage of recovery effected through t,he 
credit, marketing and processing societies for 1967-68 thy!: 
works out to 14." 

(iv) Revitalisation of weak societies: 

2.17. The Dantwala Committee (1966) had pointed out that "3; on 
30th June, 1964 nearly a third of the total number of primary mprltet- 
inq s~cieties were not doing any marketing business ~vhi le  tlie total 
annual business of another one-third societies was less than Rs. 1 
lakh each." It recommended that "each State Government should 
draw up a phased programme to revitalise the inactive and marginal 
societies within a period of 3 to 5 years." The Committee drew 
attention to the foregoing position. They also pointed out that the 
Reserve Bank of India Survey had suggested that the weak societies 
may be "written-off" in the interest of the cooperative marketing 



movement. In a note submitted to the Committee, the Government 
stated: "The recommendations of the Dantwala Committee on Co- 
operative Marketing were conveyed to the State Governments in 1967 
aft'er they were considered and endorsed by the Conference of Chief 
Executive Officers of Apex Cooperative Marketing Societies and the 
Joint Registrar (Marketing). These recommendations have, by and 
large, been accepted by the State Governments which are taking steps 
to identify ineffective and marginal societies for purposes of revitalisa- 
tion. Information regarding the survey and the number of societies 
to be taken up for revitalisation in the different States is being collect- 
ed." 

".Information has been received from 7 States about the number 
of primary marketing societies proposed to be taken up for revitali- 
sationlliquidation during the Fourth Plan. The State-wise details are 
as under: 

Gujarat . . . . .  , . . .  . 200 

Punjah . . . . . .  . . .  1 3  

Kerala . . . 14 

Maharashtra . . . .  4 

H ~ r y a n a  . . . 5 

Tamil Nadu . . . . 16 

Orissn . . . . 7" 

The Committee enquired about the financial assistance given to these 
societies by the Corporation. Detailed information on this point is 
awaited but such information as has been furnished is reproduced in 
Ap!~ndix- TI to this report. 

2.18. The Committee enquired whether any systematic survey 
had been carried out to identify the ineffective and marginal socie- 
t,ies. The witness stated that the cooperatives were "spread out 
throughout the country" and that i t  would be "difficult for one single 
organisation to work all the survey and evaluation." However, in 
a note later the Government stated that "systematic surveys to identi- 
f y  inactive and marginal societies have already been completed in 
the States of Gujarat, Kerala, Haryana. Tamil Kadu and Rajasthan. 
In Punjab and Maharashtra, however, the State Re<@strars of Co- 
operative Societies have picked out ineffective and dormant societies 
for purposes of liquidation. The surveys are in progress in Andhra 
Pradesh, Madhya Pradesh and West Bengal. Steps are also being 
taken to draw up a phased programme for revitalisation of ~ocieties 
4113 LS-3. 



in Bihar and Orissa. The matter is being pursued with the other. 
State Governments." 

2.19. The Committee referred to the observations in the Survey 
Report of the Reserve Bank of India that "the target approach to the 
cooperative movement has become widely known as one of the main 
causes of the weakness from which the cooperative movement Is 
suffering" and that the "main drawback" of the targets laid down 
was that "they did not take into consideration the essentials of plan- 
ning for development of cooperative marketing and were generally 
fixed at unrealistic levels." They enquired why imaginary targets 
were so fixed. The witness replied: "We do not fix in the manner. 
They are discussed in the annual plan programmes (when) proposals 
are brought up by State Governments and discussed." The witness 
added that "in the Fourth Plan, the thinking of National Cooperative 
Development Corporation is to emphasise consolidation of the exist- 
ing societies rather than go in for more and more new societies." 

2.20. The Committee also referred to the findings of the Reserve 
Bank of India survey that the performance of societies suffered 
because of the "absence of well laid-out programme of action" and 
that "very little attention was paid to evolving appropriate norms 
in regard to the coverage of area, the volume of agricultural produce 
to be handled, etc." and desired to know whether any norms had 
been evolved in regard to coverage of area, the \,olume of agricul- 
tural produce to be handled, the number of credit societies to be 
affiliated and the financil resources of socic.ties, as part of the 
programme of reorganising the ineffective societies. In n notc the 
Government stated as under: 

"Most of the State Governments ha\.e evol\.cd norms with 
regard to the volume of agricultural produce to bc handl- 
ed, individual growers to be enrolled as members of socie- 
ties and affiliation of primary agricultural credit societies 
to primary marketing societies. As regards coverage of 
area, by and large the policy is to bring the entire hinter- 
land of the wholesale mandi-centre within the jurisdic- 
tion of the primary marketing society operation in the 
Mandi." 

2.21. At the Conference of Ministers of Cooperation held in 
Bangalore in July, 1968, the following lines of action in regard to 
the cooperative marketing movement were spelled out: 

"The cooperative marketing structure consists of 3,200 primary 
marketing societies covering all important Mandis in the 



country, 20 State Federations, 3 commodity federations 
and one National Federation. The value of agricultural 

A produce handled by cooperatives including processing 
societies is now of the order of Rs. 475 crores; this is pro- 
posed to be stepped up to Rs. 900 crores in 1973-74. 

Cooperative marketing has been confined mainly to a few 
commodities like sugarcane and cotton, and, in recent 
years, has been extended to foodgrains. A large number 
of marketing societies function merely as commission agents 
and are yet to adopt a system of gradmg and pooling of 
the produce and arranging for their sale in favourable 
markets. Structurally, nearly 25 per cent of the primary 
marketing societies do not undertake marketing and the 
marketing operations of another 25 per cent are less than 
Rs. 1 lakh each. The cooperative marketing structure 
has also not been functioning as an integrated system with 
active cooperation between various tiers. A scheme of 
Government contribution to price fluctuation has been 
introduced to facilitate outright purchase from small 
growers in rural areas. While implementing the scheme, 
it has been observed that in some cases, outright pur- 
chases are made in Mandis and not from growers. The 
Federations have also been making purchases from the 
open market bypassing the primaries and violating co- 
operative discipline. Concerted efforts need to be made to 
correct these short-comings to enable cooperatives to make 
a significant impact on the marketing of agricultural 
commodities in the country." 

The following recommendations were litter-alia made: 

( i )  "Efforts should be made to affiliate all primary credit 
societies to primary marketing societies and also to enrol 
individual growers on a large scale as members of primary 
marketing societies by providing suitable incentives. 

(ii) A programme should be drawn up for strengthening the 
weak societies and liquidating the moribund societies. 

(iii) Each marketing society should be made to work out a 
phased plan of action for increasing business turnover in  
different types of agricultural commodities and diversifi- 
cation of its business. 

(iv) Effective checks should be devised on the operation of the 
scheme for outright purchases of agricultural produce SO 



that purchases are made from small farmers on the l imp 
envisaged in the scheme." 

(v) Fourth Plan proposals for cooperative marketing societies. 

2.22. The Committee desired to know about the proposals in the 
Fourth Five Year Plan for the development of Cooperative marketing 
societies including its financial implications and the number of new 
societies proposed to be organised. Government furnished the follow- 
ing note: 

"Proposals for development of cooperative marketkg in the 
Fourth Plan period are given in the enclosed note (Appen- 
dix 111.). 

For the country as a whole, as against a provision of Rs. 59 
crores (including Rs. 35 crores for storage) proposed by the 
Central Working Group on Cooperative Marketing for the 
scheme relating to cooperative marketing and storage, the 
planning group in the Planning Commission suggested re- 
duction of the outlay to Rs. 45 crores on the ground that 
there should be some possibility of raising institutional 
finance for construction of mandi level godowns. The 
details of outlay proposed by the States for the develop- 
ment of cooperative marketing is not yet available." 

"As regards the number of new marketing societies proposed to be 
organised during the Fourth Plan, there is no specific target for this 
programme. The emphasis will be in strengthening and consolidation 
of the existing cooperative marketing structure specially at  the pri- 
mary level. During the Fourth Plan period new primary marketing 
societies will only be organised in the market centres which would 
be newly developed in areas of large irrigation projects. To the 
extent possible, even in such areas, steps will be taken t,o establish 
branches of the existing marketing societies rather than organising 
new societies." 

2.23. Cooperative marketing societies in the country have received 
financial assistance amounting to about Rs. 10 crores from the 
National Cooperative Development Corporation till March, 1968. 
Statistics about the growth of these societies which have been 
furnished to the Committee look impressive. Without belittling the 
achievements of some of the cooperatives, notably the National and 
some of the State Marketing Federations, the Committee would 
like to point out that thew statistics conceal quite a few vital 
deficiencies in the cooperative marketing movement. The Cormnittee 
have listed some of them below: 



(i) The 'owned funds' of primary societies have increased 
from Rs. 3.82 crores in 1957-58 to Rs. 33.13 crores in 
1966-67. However, this impressive increase has been 
largely due to the progressive increase in financial sup- 
port from Government. Taking share capital contribu- 
tion alone, Government assistance increased from Rs. 0.64 
crore in 1957-58 (i.e., one-sixth of the 'owned funds') to  
Rs. 14.44 crores in 1966-67 (i.e., more than two-fifths of 
the 'owned funds'). A similar increase in the scale of 
Government assistance can also be observed in the case 
of Central marketing societies and State Apex Federations. 

(ii) The turnover of the primary marketing societies has shown 
a spurt. It  was about Rs. 70 crores in 1955-56 and accord- 
ing to data given by the Reserve Bank, it has increased to 
Rs. 316.9 crores in 1965-66, Rs. 366.7 croms in 1966-67 and 
Rs. 412 crores in 1967-68. However, this increase in turn- 
over has to be weighed against several factors mentioned 
below. 

2.24. In the first place, the turnover is attributable to a relatively 
small proportion of societies. The Reserve Bank reported in 1969* 
that out of 3,295 societies in 1966-67, the number of societies "doing 
marketing business" was 2,300. More recently at  the meeting of 
Ministers of Cooperation held at  Bangalore in July, 1969, it was 
reported that "25 per cent of the primary marketing societies do not 
undertake marketing and the marketing operations of another 25 per 
cent are less than Rs. 1 lakh each." 

2.25. In the second place, the figures of turnover arc not by them- 
selves very reliable. A sample survey carried out by the Reserve 
Bank covering 22 primary marketing societies indicated that the 
reported turnover of marketing societies included "even fictitious 
marketing transactions", apart from pledged produce which the 
loanees had redeemed from the societies for sale through alternative 
channels. The Dantwala Committee also recognised the "possibility 
of inaccuracies and also duplication in the statistics a t  primary 
levels!' 

2.26. Thirdly, sales of agricultural produce and agricultural 
requisites constitute the bulk of the turnover of societies. The 

- - -  
*%Stadstical etatements relating to  ~ h e  Co-operative Movement in Indic-1966-6-" 



statistics given by the Reserve Bank in their Review would show 
that 60 per cent to 70 per cent of the agricultural produce handled 
was attributable to the States or the Food Corporation giving the 
societies a virtual monopoly in procuremeat operations. As regards 
agricultural requisites, the data incorporated in the Reserve Bank's 
Review would show that fertilisers accounted for the bulk of the 
sale and that in inost of the States, cooperatives had been appointed 
as 'sole agents' for distribution of agricultural requisites, including 
chemical fertilisers. 

2.27. The last and most serious qualification concerning the 
marketing operations of the societies is the fact pointed out by the 
Reserve Bank in their sample survey that "in a number of societies, 
the agencies from whom they purchased the produco were traders" 
and "the agency on whom they depended for the sale of the produce 
were also the traders to a very large extent." 'I'his seems to be 
true not only of primary societies, but also of societies in the upper 
tier, which, according to the findings reported to the Conference of 
Ministers were making L'purchases in Mandis not from growers." 
In the opinion of the Committee, this is alien to the very concept 
of cooperation which seeks to eliminate the middleman and his, 
margin, in the interests of the growers a3 well as the consumers. 

2.28. The Committee observe that Government themselves are of 
the view that "the position of marketing societies is not an ideal 
one." The foreqoing review suggests that remedial action should 
follow the lines set out below: 

(i) The capital base of marketing societies will have to be 
strengthened so that their turnover could be increased. 
The Dantwala Committee had as early as 1966 pointed out 
that "an average primary marketing society will need a 
capital base of about Rs. 2 lakhs to enable it to have a 
reasonable turnover." The capital base should be propped 
up not by Government but mainly by the societies them- 
selves. so that more and more cultivators could acquire 
a stake in their working. 

(ii) The Dantwala Committee had pointed out that "the bulk 
of the marketable surplus of the farmer i.s sold in villages." 
The societies should not, therefore, be "content to handle 
whatever comes to their door" but should be,revitalised 
and encouraged to go to the villages..< so that their 
dependence on intermediaries could be reduced, iif not 
altogether eliminated. 



(iii) Societies at various tiers, primary, district and apex 
societies should function as a concatenated whole, without 
by-passing each other, as, in the absence of a coordinated 
effort on their part, middlemen will flourish. 

(iv) Outright purchases by cooperatives will act as a great 
inducement to cultivators. The National Cooperative 
Development Corporation h w  started a scheme for sub- 
sidising losses on such purchases, but the data furnished 
to the Committee shows that there have been instances 
of such subsidies being used to cover up losses sustained 
by societies in making purchases from middlemen and 
not from growers. This tendency should be curbed. 

(v) Agricultural credit societies extended loans to cultivators. 
The affiliation of these societies to marketing societies 
should help to establish a link between credit and market- 
ing and facilitate recovery of credit through sale of produce 
through marketing societies. Though the progreqs in 
affiliation has been quite satisfactory, a large proportion 
of recoveries of credit (86 per cent) continue to be made 
in cash. This shows that cultivators. aftel: availing of 
credit facilities from the cooperatives. prefer not to use 
their agency for sale of produce. The causes underlying 
this phenomenon should be closely studied and appropriate 
remedial measures taken. 

(vi) Concerted steps should be taken to eliminate middlemen 
and traders who have acquired a vested interest in these 
societies. The Committee have dealt with the question 
of vested interests in some detail later in this report. 

(vii) The Dantwala Committee had in 1966 drawn attention to  
the existence of a large number of weak societies and 
suggested a programme for their revitalisation. The data 
furnished to the Conference of Ministers of Cooperation 
in July, 1968 would suggest that roughly 25 per cent of the 
societies fall in this category. The Committee find i t  
difficult to understand why, even though four years have 
passed since the Dantwala Committee reporttd, a survey 
of weak societies has still not been completed. This only 
shows that the National Cooperative Development Cor- 
poration is not sufficiently alive to its responsibilities in 
this regard. What is even more regrettable is that the 



Corporation does not even have information about the- 
quantum of financial assistance extended by i t  to the weak 
and moribund societies. The Committee would like a 
programme for revitalisation to be launched without 
further delay. The weak and effete societies may have 
to be written off and realistic norms of operations fixed 
for societies in future. Each society will have to draw 
up a phased programme for increasing its turnover for 
implementation. 

2.29. The Committee observe that during the Fourth Plan, an out- 
lay of Rs. 45 crores is contemplated in the cooperative marketing 
sector. The experience gained so far suggests that planning for 
this sector has been impractical and unbusieesslike. There has been 
what the Reserve Bank Survey has characterised as a "target 
approach" to the whole movement, which has resulted in prolifera- 
tion of societies with "very little attention" to "appropriate norms 
ia regard to the coverage of area, the volume of agricultural pro- 
duce, etc." to be handled by the societies. The Committee, therefore, 
feel that the accent during the Fourth Plan should be on consolida- 
tion of the position of existing societies rather than on creation of 
new societies. 



COOPERATIVE PROCESSING SOCIETIES 

Audit Paragraph 

3.1. The Corporation have been giving financial assistance to* 
State Governments for financial Processing Units of various types 
in the Cooperative Sector since the beginning of the Second Five 
Year Plan. A Processing Unit normally requires a period of two 
to three years for its completion. 

3.2. A few instances, of back-log in the installation of Units are 
clted below :- 

Type of Proccssing Units No. of KO. of Pcrc~ctage  
unlts unlts d b:chlog 
asslsrcd lnsrallid In mstal- 
upto 3 6 5  upro J u n ~ ,  latlon 

6 b 

. . . .  2. Jute baling LJnits . . 4 7 40 1 5  
3. \'egetablcs pr~wss ing  units . . . 24 19 20 

4. Copra . . . .  . . 19 1 3  32 

3.3. It has been explained by the Corporation that due to fluctua- 
tions in the prices of ground nut, copra and their products in the 
past two years the oil mills have been going slow with the installa- 
tions of the Units. 

(Para 3 of Audit Report on the Accounts of the N.C.D.C. for the 
year 1966-671. 

3.4. In paragraphs 88 (d) and 140(f) of the Audit Report (Civil), 
1965 and 1966 respectively, mention was made of the slow progress 
~n installation of processing units like cotton gins, oil crushers, jute 
baling etc. by the cooperative societies to whom hancial assistance 
was given by the National Cooperative Development Corporation 
and the erstwhile National Cooperative Development and Ware- 
housing Board (through the State Governments). 



The cooperative societies were allowed financial assistance upto 
. . . . . . . . .For installation of processing units, no Ceiling for financial 
assistance had been laid down. 75 per cent (100 per cent in some 
cases) of the State Governments' contribution towards share capital 
of the cooperative societies was given as loan while managerial 
subsidy was to the extent of 50 per cent. 

3.5. It  would be seen from the following table that the progress 
of installation of processing units has continued to be slow: 

Assistance Unlts L'nm U n m  not Rrniarks 
g n e n  upto a\slbted con~plct td complctcd 

hlarch. upto 
1966 March. 

I n  lakh\ 196h 
ot rupee?\ 

processing Units 1,695.20 1,524 I.14Y 37.5 Out of the 375 units nor 
installcd, financial a s s i ~ -  
tancc for 8 unj;s ha\ 
\ince hcen rcfundcd b\ 
the sex-ier~cs ro the Stat;. 
Govcrnmcnrs. 

Normall!. I t  takes ahout 
tu(1 ?ears to mstall n 
proccasing unit. Out of 

367 units which were !ct 
10 hc completed, 30 

- units \r erc assisted 
during Sccond Plan 
p c r i ~ d  and 29 during 
thc first two wars 01' 
llic 'I'111rd IJlan p c r ~ t d .  

3.6. The Ministry have stated (December 1968) that the imple- 
mentation of the programme rests with the State Governments. 
The Corporation has been keeping a dose watch on the progress of 
their installation and suggesting from time to time various measures 
to the State Governments for completing the programme. 

[Para 124 of Audit Report (Civil). 18691. 

( i )  Financial Assistance for development of processing societies. 

3.7. One of the statutory functions of the Corporation is to plan 
and promote programmes for processing of agricultural produce 
and notified commodities through cooperative societies. During 



1967-68, the Corporation provided financial assistance amounting to 
RS. 451.88 lakhs for implementation of various cooperative process- 
ing programmes. The total assistance provided by the Corporation 
for co-operative processing schemes to the end of 1967-68 aggre- 
gated to Rs. 25.72 crores. The following table indicates the break- 
up of financial assistance to processing units provided upto the end 
of 1967-68 under various schemes: 

-. ~- - ~ . 

I . Sratp Plan Schcrncs. 

(a) Loans for sharc cap~tal-sugar factories 

(b) Loans for share capital-other co-operatlvc scvc.rlc\ 

'c) Manapcnal staff sub-sidics , 

1 I .  Cmtru!!~ .Spmsoted Srhorrc~. 

(0) Export-or~ented U I J I I S  and ricr mills c l r .  

fb:  l .oans,subsid~cs fur rice mills In Ensrc~n  Slalcs . 

11 I .  Gr~rporariot~ Sponsnrcd Sihnirt.~. 

K ~ s e  Mills-loans for share capital and subsidy 

T O T A X -  . 

Assistance 
provided 
upto 
1967-68 

t RF. ln lakhs) 

3.8. The number of processing units organised'assisted upto 
31-3-1968 was 1580. The majority of the units organised fell under 
the following categories: 

Sugar I:ac~orics . . . . . 78  

Cotton Ginning I'nits . . 237 

Oil Seeds Prc~css ing  Vnits [Oil M ~ l l s ,  dcccmirnrors, :t I t c r ~  t\lt;cl 1': I ! >  
etc.) . . . 24" 

3.9. A statement showing thc number of processing units assisted; 
organised, commodity-wise and State-wise upto 31-3-1968 is shown 
ln Appendix N of this report. 



(ii) ~ s c k l o g  in installation of processing units 

3.10. According to information furnished to the Committee, the 
following was the position regarding installation of the processing 
units as at the end of 1967-68: 

-3 

-.--.- -- -- - - . - - -- - - 
State TotalNo. No. of Percentage 

of units units un- of units 
organised/ installed uninstalled 
assisted 

I .  Andhra Pradesh . . . . .  . 189 48 25 

3. Bihar . . . . . . . .  30 2 S 93 

4. Gujarat . . . . . .  16s 29 17 

5. Jammu and Kashmir . . . .  22 6 27 

7. Madhya M e s h  . 1123 3 7 30 

8. Madras . . . .  . . . .  99 18 IS 

9. Maharashtra . . . . . .  385 179 46 
10. Myhore . . . 140 46 3 3 

11. Orissa . . . . . . . .  97  42 43 

12. Punjab (former) . . . . . .  43 11 26 

3. Rajasthan . 12 8 66 

IS. West Bengal . . . . . . .  68 30 44 

(a) Overall position 

3.11. The Committee desired to know when the uninstalled units 
were assistedlorganised and the quantum of assistance given. The 
Government have furnished the following information h a note: 



44The year-wise break-up of 583 uninstalled processing units 
as reported in para 3.28 of NCDC's Annual Report (1967- 
88) is as under: 

Year Number of units 
year-wee organbed/ 

assisted but unlnstalled 

' go t  financially assisted by NCDC 

"Out of 583 uninstalled processing units 80 units were assisted 
by the NCD&W Board which was the predecessor of the 
NCDC. Upto the end of financial year 196465 assistance 
to the State Governments for financing cooperative prog- 
ramme was released in the form of block loans and block 
grants; therefore, there was no record at that time of 
financial assistance given to individual units but this 
information is being collected from the State Governments 
now. So far, out of 583 units, information in respect of 
418 uninstalled units is available from the State Govern- 
ments. Its break-up is as under: 

Year h'umber of units Fmanc~al  nks lc :? r .cc  
where infomation re- pi\ en i-\ h'CL'G'8 
garding financ~al as- Board K C r C  tc S t r t r  
sistance i!, available G m e r r m e r r s  

1961-62 . - 
1962-63 . . . .  9 
1963-64 . . . I 9  

1964-65 . . .  121 

1965-66 159 
1966-67 . . 26 

\ 
1967-68 . . . 32 

Vnt financially assisted by NCDC . 32 

- 418 



The financial assistance mentioned ,above was in the form' of 
loans and there were no grants given to the processing 
units towards their block costs." 

3.12. At the Conference of Ministers in-charge of Co-operation 
held in Bangalore in July, 1969, a review was inter-alia conducted 
of the progress made in the installation of co-operative processing 
units. The view was taken that "there is a large backlog Fn the 
installation of processing units, which is rather high particularly in 
the case of rice mills and oil mills." The following was the up to- 
date position of the installafion of units indicated to the Conference: 

%3gress I~lstal lc~l  Percentage 
upto 3 1 s  upto-date 
March. 



41 
. . _ _ _ - . _ . _ _ - . -  -- ---.-*- 

I 2 3 4 
-... - . . . . - . - . - . - - -- -. . .. -- - _ _ _  - -  - -- 
Frrrir mad Vcgetahle Lnits , . . 33 21 6 j  63 

planration Crops 

(i) CMcc , . . , . . 5  5  1m.m 

(ii) Ten . . . . 12 12 100'00 

(iii) Copra . . . . . . 32 16 5 0 . 0 0  

in*) Cashew . . . , . . .  1 2 5 0 ' 0 0  

(.;I) Cold Stnragcq . , , 89 5 5  55 '91  

3.13. The Conference took the following decisions in this 
regard: 

(i) In regard to rice mills, "The execution may be centralised 
a t  the level of the apex marketing federations" in States 
where backlog in installation is heavy. 

(ii) In regard to other processing units. "the units assisted in 
earlier years but not likely to bc installed should be 
dropped and the assistance given to them quickly 
recovered." 

(iii) "The release of financial assistance to processing units 
should bc regulated with reference to actual progress 
including collection of share capital." 

(iv) "Where a processing unit fails to complete installation 
within the stipulated period, the assistance received by it 
should be quickly recovered." 

(h) Paddy Processing Units 

3.14. The Committee desired to know the reasons for a large 
number of paddy processing units remaining uninstalled. In a note 
the Government have apprised the Committee of the following 
Position : 

"Out of the 778 cooperative paddy processeing units assisted 
up to the end of 1967-68, about 500 units were assisted 



during the 2 years of 1964-65 and 1965-66. Normally, a 
processing unit takes 2 years to complete its installation. 
In view of the larger programme of paddy processing 
units undertaken during the 2 years as indicated above, 
the backlog in installation of these units was reflected in 
the subsequent 2 years. The main difficulties generally 
being experienced in the installation of cooperative paddy 
processing units were: 

(i) Difficulty in securing suitable sites; 

(ii) non-availability of construction material in the rural 
areas; 

(iii) difficulties in the obtaining of required machinery; 

(iv) licensing policy of some of the State Governments; and 

(v) lack of technical guidance in the rural areas. 

With a view to expediting the installation of these units, 
various measures were taken by this Corporation. The 
main steps taken by the Corporation were:- 

(i) special quotas for cement, GCI sheets, etc. were 
arranged for the different States for this purpose; 

(ii) the State Governments were advised to invoke Section 
18 of the Rice Industry Regulation Act to facili- 
tate the setting up of rice mills in the cooperative 
sector; 

(iii) the State Governments were also advised to associate 
the apex marketing societies with the installation of rice 
mills so as to co-ordinate and economise the installation 
of these units: 

(iv) the Corporation provided financial assistance to the 
apex marketing societies for the appointment of 
technical personnel in the Promotional and Assessment 
Cells created under the Corporation's sponsored 
Schemes." 



i .15.  The following position in regard to the installation of these 
units was brought to the notice of the Conference of Ministers of 
Co-operation held in July, 1969: 

'51. Nanc n: Stc~tc No, of II lit? : ~ C I ; T S ~ ~ : ~  V o .  of units r~stallcd 
1 G ~ J .  - - - . - 

Under U ulcr 'I'utal Urtler [Tnc!er Tots1 
Plm NCDC: :'13r ''1T)C 
sc1v::n ! Y 312-w: c, :!, ~ 7,. , q .'I ..;I,: 

3.16. The overall position was indicated a s  under: 

"iihout 72 per cent of the cooperative rice mills so far assisted 
have already becn installed. In  some of the States like 
Bihar, Orissa. Rajasthan, Uttar Pradesh and West Bengal, 
however, the progress in installation is slow. With a view 
to expediting installation of these mills and also to secure 
the advantage of large-scale economy, the States of 
Andhra Pradesh, Haryana, Punjab, Madhya Pradesh have 
t akm steps to centralisc implementation of the prog- 
ramme and have associated the Apex Co-operative 

.?113(Aji) LS--4 



Marketing Federations in its execution. This strategy has 
proved to be fruitful and it is desirable that other States 
also take similar steps." 

(c) Other Units: 

3.17. The Committee enquired about the reasons for delay in 
installation of other co-operative processing units. In a note, Gov- 
ernment have stated as follows: 

"It may be added that in case of large sized processing units 
such as sugar factories, spinning mi!ls, solvent extraction 
plants.. . .and fruits and vegetable units etc., their instal- 
lation period is spread over more than 3-4 years. This is 
because they have to raise: 

(i) finances from the financing agencies which take con- 
siderable time in processing the applications. 
Besides, the machinery manufacturers of these units 
are limited; and 

(ii) it takes time to procure machinery. 

The delay in installation of oil mills is mainly on account of 
adverse conditions prevailing in marketing ~ n d  processing of oil- 
seeds. Wide price fluctuations and price disparities arising from 
scarcity conditions continued to exist in the last few years and some 
of the State Governments had to advise the cooperative to go slow 
in installation of these units." 

3.18. The Committee desired to know what steps had been taken 
by Government to make the release of financial assistance scheme 
progress-oriented. The witness replied: "On the advice of the 
P.A.C. itself earlier, we had initiated the system of progress-oriented 
releases.. . . .Earlier the system was to release only block grants.. . . 
later on we said that we would release all assistance not in one 
lumsum but in instalments." In a note submitted subsequently, the 
Government have submitted the following information: 

"Releases of central assistance to the State Governments are 
made on the following basis: 

(i) In respect of processing units assisted in the State plan 
schemes of cooperative development release were made 
in two instalments with 50 per cect on receipt of infor- 
mation about the processing units proposed by 
marketinglprocesseing societies and the remaining 50 



per cent on receipt of information about acquisition of 
site or placing of orders for machinery etc.; 

(ii) In respect of larger processing units costing Rs. 20.00 
lakhs and above and processing units proposed to be 
assisted under the centrally sponsored scheme for 
export oriented processing units. release of assistance 
was made after the proposal in respect of the Corpora- 
tion's share of assistance is furnished separately for 
every individual processing unit accompanied by a 
project report along with the State Government's views 
on their technical feasibility etc." 

(iii) Underutilisation of capacity of processing units. 

(a) Overall position 

3.19. At the instance of the Committee, the Government have 
furnished the following data in respect of capacity created and 
capacity installed for various types of processeing societies organised 
as on 31st March, 1968: 

-- (In lakhs of tonne~) - 

Capacity Capacin. Capacity 
created installed utilised 

25.89 18 .63  Not 
available 

(a) G'nnerics . . . . . . . r 1.35 10.04 3'43 

( h )  Growers spinning mills . . . 4.76 1 . 1 8  1 . 1 8  

4Cnound-nut . . , . . 2'43 1'0.4 0.30 

5.  Fruit and \legctshlcs . . . . .  0.16 0.07 0.30 
--A - 
(b) Paddy Processing Units: 

3.20. The Committee enquired about the extent to which capacity 
created in the paddy units had remained unutilised. Government 
have stated in a note that "procurement policy is different from 
State to State and as a result, there is wide disparity in utilisation of 
the installed capacity of the cooperative rice mills. As such, it 13 
diflcult to. assess under-utilisation of the rice mills on account of 
deficiencies in their organisation and operation." 



3.21. The Committee obstwr, houclrer, that the Reserve Btlnk 
of India carried nut a review of the position have in their 
reports indicated :hr following position in regard to utihkation of 
capacity in the pad* processing units and rice mills: 

_ -_ - _ - _ . _  _ _ _ ___ - 

Pa.iJ>. huti;:d . , . . 1.S-6  S.437 S.396 1.695 

R n l l  . . , . , . 3r.oSg gn 626 45,7r6 SS,543 

~'S.>::.< Y ,  '.R:v <a nf C I-o?:rnt IT M ~ ~ v c r n ~ : n t  in Im! ;I"-1964-66 arid 1966-6s) 
-- .- -. --.- . - .- .- . - . - - - .. 

At the meeting of the Ministers of Co-operation held in July, 
1969, the following position in regard to utilisation of capacity was 
brought to notice: 

"hlsjority of the rice mills that have been commis~ioned are 
confronted with the problem of under-utilisation of their 
installed capacity. This is mainly on account of the 
following reasons: 

(i) Inadequate supply of paddy; 

( i i )  Inadequate working capital; and 
(iii) Lack of suitable managerial personnel. 

(i) Inadequate supply 

The procurement policies adopted by some of the State Govern- 
ments place the cooperatives at  a disadvantage since they have to 
face the unfair competition of the private traders. This has affected 
tine supply of paddy to the cooperative rice mills and under-utilisa- 
tion of their capacities. In Andhra Pradesh and Madhya Pradesh 
cooperatives have been given a prominent place in procurement 
of levy paddv and similar measures in other States can help in the 
cooperative rice mills getting adequate supply of paddy for milling. 

(ii) Inadequate working capital 

Many of the rice mills did not make provision for adequate 
margin money in the estimate of block capital and are experienc- 
ing difficulties in having the required capital for procuring paddy 
sufficient to utilise their installed capacity. I t  is, therefore, desira- 



, ', that  the State Governments take stock of thls situation and 
, kc arrangements, on a Prlorlty basis, for providing additional 

<, iur margin money to such m!lls At the same time the mills 
, ~ d  make all efforts t o  r a m  sllnre capital from thelr members. 

(iii) nlanngoicrl personnel 

(:.) OtFcr Proct.,sing Units :  

3 23 So fa:- as other processinq unit.; are concern~d, tbc reasons 
for  undcrutil~snt~on of capacity have been explained in a note &s 
ff'llows: 

"In the case of suqarcane. due to successive droughts in the 
vcar 1966-67 and 1967-68, overall p~oducticrn of sugarcane in the 
country was much less than the tiemand. As a result. sugar 
factories could not procure adequate cane. In addition, they had to 
face stiff competition of the jaggery manufacturers. This resulted 
into unrlor-utilisation of the installed capacity of the cooperative 
sugar factories. However, in the earller years as well as in the 
current year, the utilisation of their installed capacity has been 
satisfactory. 
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In respect of cotton and ground-nut, it may be said that co- 

operatives are finding it difficult to fully utilise their instaued 
capacity mainly on account of wide price fluctuations in the price of 
these crops arising from overall shortage in their production. 

Fruit and vegetable processing is a highly. sophisticated industry 
and has to stand keen compefition in the market. It is very sensitive 
to consumers' preferences and the cooperatives have to build up 
their hold and incur large scale expenditure on advertisements, etc. 
The cooperatives have taken fruit and vegetable processing very 
recently and they are gradually building up required expertise to 
make fuller utilisation of their installed capacity." 

3.24. The Committee desired to know whether before approving 
proposals to assist these types of pressing units, may data was 
collected about the available capacity in the country and the extent 
to which it was being utilised. In their note, the Government 
replied as under: 

"Before establishing large seized cooperative processing units 
such as spinning mills, solvent extraction plants, etc. the 
overall capacity in the country including that of the 
private sector is taken into account. However, in respect 
of small size units such as oil mills based on groundnut, 
ginneries, etc. new units were established in areas where 
there was concentrated production of the raw-material 
an?, the cooperatives as farmers' organisations were en- 
couraged to establish these units irrespective of the ouer- 
all capacity in the country, with a view to securing better 
returns to the growers on their produce.. . . . . . .For the 
Fourth Plan, however, the establishment of processing 
units will be based on an assessment of the overall 
capacity in the cooperative and private sectors." 

3.25. The Committee observe, however, from the dataldocuments 
.knished by Government, the following position in regard to 
capacity available in some of the sectors: 

Paddy Processing: "The average production of paddy during 
the last five years ending 1967-68 comes to 54 million 
tonnes. According to the targets laid down for produc- 
tion of foodgrains during the Fourth Plan, the production 
of paddy by the end of the Fourth Plan Period is est+ 
mated to be of the order of 81 million tonnes. The total 
nrocessing capacity of existing paddy units in the country 
is estimated to be of the order of 56 million tonm." 



The Expert Committee on 'Financing of Co-operative lboceasing' 
(Vaidyanathan Committee), while examining the question of ad&- 
tiopal Capacity necessary in the cooperative sector referred to 
capacity available already in the hand-pounding indust@ and the 
private sector. They pointed out that "the hand-pounding industry 
is also playing a major role in the processing of rice. According to 
the Report of the Rice Milling Committee, published in 1955, about 
57 per cent of the rice produced in the country was being hand- 
pounded. . . .According to the latest report of the Khadi and Village 
Industries Commission, hand-pounding. . . .now account only about 
50 per cent of the total rice production. It is, therefore, presumed 
that in view of the socio-economic changes brought about in the 
period in the rural areas,. . . . . .the hand-pounding industry has 
suffered a serious set-back. It could, therefore, be safely estimated 
that at present hand-pounding industry does not account for more 
than 30 per cent of the rice grown in the country." In regard to 
the other agencies in the private sector, they stated that "about 
50 per cent" of the additional production that may be expected "may 
be deemed to be taken care of" by them. No precise data about 
actual capacity in the hand-pounding industry or the private sector 
is, however, available in the Report. 

Cotton processing: The Expert Committee stated that "no precise 
information is available about ginning and pressing factories in the 
country. Some assessment in this behalf was attempted in 1963-64. 
In that year, there were about 3,200 ginning and pressing units in 
the country of which about 600 were reported to be either idle or 
have been closed permanently or functioning intermittently.. . . 
Information about the capacity of the 2,600 working ginninglpress- 
ing factories is not available. It is generally believed that there is 
a large idle capacity in the cotton ginning and pressing industries 
and therefore the existing capacity is adequate to meet the present 
requirements." 

Groundnut processing: "For the processing of groundnut, as 
also other oil seeds, 3 types of crushing units (oil ghanis, rotary 
ghanis and expellers) are in use. While no reliable statistics are 
available regarding the number of various types of units in opera- 
tion and the quantities of oil seeds crushed, some estimates have 
been framed from time to time by various Committees about the 
number of power operated oil mills and the quantities of oil seeds 
crushed. According to the Oil Seeds Crushing Enquiry Committee 
(1955) there were 8,000 power driven oil mills in 1955 with a crush- 
ing capacity of 9.27 million tonnes. In addition, village ghanis were 
reported to have a capacity of 1.94 million tonnes. Later on, in 1958- 



ti9 the Indian Central Oil Seeds Committee assessed the number of 
power driven oil mills in operation at  12,000. According to the 
data collected by this Committee, 1.93 million tonnes of groundnut 
were estimated to have been crushed in these mills during 1958-59 
which was about 43 per cent of the country's total groundnut pro- 
cluction in that pear. At the time of formulation of the draft IV 
l'lan, the \&-c)i.liing group 011 oil sccrl:; placed the proportion of 
groundnut niilled at 60 per ccnt of the iota' groundnut production. 
This has ijien est~i:lat~:j [.TI i j ~ s i b  rq~l rcmcntr ;  oi  ~l 'oundnut 
lrernels used as seed and fa- d i r~ lc i  edible p~u-poses. For purposes 
of assessin,? requirc1nci:is of .?(!C?~~:P:I::: ;;l,-ic~s!.is 2 rn;),sci!y i 7 - y  t!le 
tlnd ot the yea? 1970-71. Ihis csti!n:ilc of 80 ppr cent hzs bcm taken 
i n t o  consideration." 



The Conmlittee estimated t L ) i n l  blorl; in\.cstrnen: (1.:' Rs. 205 crores 
for  the above programme and suggested ;list. Rs. 32 crores woald be 
raised by the grmver mcmbi 1.5 as shartl capital t ~ ;  n+i;ch Rs. 38 crores 
would be contributed by the State Governm~!lts. Rs. 97 crores 
would be available from financing agencies. It \\-as recommended 
that the gap of Rs. 38 crores should be contributed by the National 
Cooperative Development Corporation and for  that, the Central Gov- 
ernment might grant a loan of Rs. 35 crores to it, the remaining 
amount of Rs. 3 crores to be met by the National Cooperative Deve- 
lopment Corporation from its own funds. 

The Fourth Plan Working Group of the  Department of Coopera- 
tion broadly accepted the recommendations of the  Vaidyanathan 



Committee and suggested that the Central Government should pro- 
vide financial assistance to the National Cooperative ~eve1opm;nt 

,Corporation to the extent of Rs. 20 crores instead of Rs. 35 crores 
for financinglrefinancing the processing programme outside the 
S ta t e  Plan ceilings and that the number of units might be reduced 
from 1194 to 925 excluding sugar factories and their bye-product 
units. 

When the Fourth Plan proposals were discussed with the State 
Governments, they agreed to take up a programme for setting up 
399 new processing units including 45 cold storages. In addition, 
modernisation of existing 88 rice mills was also agreed to. These 
units, however, do not include sugar factories and their bye-product 
units. A sum of Rs. 2172.68 lakhs is tentatively involved for financ- 
ing this programme. The State-wise break-up is as under: 

Name of the State No. of Amount of 
units assistance 

likely to be 
provided -- - 

(Rs. in lakhs) 

I .  Andhra Pradesh . . . . . . . .  33 150'00 

. . . . . . .  5 .  Jammu and Kashmir 5 42' 75 

6.  Kerala . . . . . . .  . . rr 60.00 

. . . .  7. Madhya Pradesh . . 3 2  184.68 

. . . . .  14. Uttar Pradesh . ii i25.75 

. . . .  15.  West Bengal . . .  25 205 ' 50 

17. Union Tenltorles . . .  . 12 61.80 -- - 
399. 2172.68 

.This excludes programme of modernisation of existing 88 rice mills 



Based op the broad details available from the State Governments 
a u t  of 399 processing units programmed for the Fourth Plan by the 
States, 100 are rice mills, 112 oil mills, 34 ginning and pressing units, 
19 fruit and vegetable processing units, 16 solvent extraction, vanas- 
pati and cattle feed plants and 45 cold storages. Besides this, 73 
other units in the States tentative plans, have not yet been s~ecified. 

Under the Central sector scheme to be operated by the National 
cooperative Development Corporation, the Planning Commission 
have tentatively provided a sum of Rs. 7.50 crores for giving loan to 
the National Cooperative Development Corporation, during the 
Fourth Plan period, for financing processing units outside the States' 
plan resources. By dovetailing the States' plan funds with the assis- 
tance available from the National Cooperative Development Corpo- 
ration under the Central sector scheme, it is expected that a larger 
programme could be taken up during the Fourth Plan period for p o -  
viding additional processing capacity -in the cooperative sector. . . . . . 
. . . . . . . . . . . . The Planning Commission have informed the National 
Cooperative Development Corporation that, if required, the National 
Cooperative Development Corporation's demand for additional funds, 
under this scheme, could be reviewed during the Fourth Plan period. 

As regards cooperative sugar factories, licensing has to be done 
in the context of overall capacity of production required in the 
country and cannot be rigidly laid down. In the current year, i.e., 
in the first year of the Fourth Plan, upto 1st September, 1969, 31 co- 
operatives with 5.97 lakh tonnes capacity have been granted letters 
of intent for establishment of sugar factories. Thereby, the total 
licenced capacity of the cooperatives has gone upto 21.23 lakh tonnes 
which is about 42 per cent of the country's total licenced capacity. 
Another 15 applications of the cooperatives in different States are 
still pending consideration and a few more are expected to be re- 
ceived from the cooperatives. Out of 79 sugar factories licenced 
upto March, 1969, 35 have been granted licences to expand their ins- 
talled capacity. About 10 more such applications may be received 
from the cooperatives during the Fourth Plan for granting expan- 
sion in crushing capacity. 

The planning and implementing the processing programme, broad. 
ly following broad objectives will be kept in view: 

(i) In terms of number of units and processing capacity for a 
commodity, the cooperatives should be able to influence 
the market both in procurement of raw material and in 
the sale of finished products. 



(ii) New processing units 11-21 be conc:\i\ied as a ?art of :nteg: 
rated processing complexes n,l;erc.ver possible. As far ,as  
possible the  existin; small sizc and scattered primary pro- 
cessing units mill he intcgrntcd with sccontiary and terti- 
ary sta2c.s of proresing to 1n;iIir them ccono:njcally more 
viahie axd ?unc.'.~or.::!ly mure c.E~ie:lt; 

number of the units organised. 

The dclaj in the installation of these units is hound to push 
up cwts  and ha\ led to Government capital getting avoid- 
ably blocked up. Complete information on this point 
strangely enough is not available with the National CO- 
operative Development Corporation, which provided 
financial assistance to these units. Such data as has been 
furnished shows that a sum of Rs. 70933 lakhs had been 

- _ _ _  _ -  -- -- -- 
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invested by Government in 386 of the uninstalled units. 
Of this investment, a sum of Its. 289.79 lakhs, i.e., over 
a third of the assistance had been provided in 1965-66 or 
earlier years, going back to 1960-61. 

The Committee note that the progress in installation has been 
particularly poor in regard to paddy mills and hullers 
(27 per cent uninstalled), oil mills (33 per cent uninstalled) 
and some of the plantation crop units (50 per cent un- 
installed), to cite just a few major schemes. The progress 
as between the various States has also been very uneven. 
For instance, in Rajasthan, where assistance has been 
provided for setting up 6 rice mills, not one has so far 
been installed. 

(ii) Units already set up are plagued by the problem of 
inadequate utilisation of the capacity installed. The 
siatistics furnished to the Committee in this regard are 
very revealing. In sugarcane the capacity utilised is about 
two-thirds of that installed and in cottoll ginneries and 
groundnut processing units, one-third. Data in regard to 
paddy and rice units is not available, but the statistics 
collected by the Reserve Bank indicate that the quantity 
processed in 1966-65 was of the order of 0.89 lakh tonnes. 
As against this, the capacity of the units installed as a t  
the end of March, 1968 was 18.63 lakh tonnes. Even 
allowing for the fact that the two sets of data are not 
strictly comparable, it is obvious that the utilisation of 
capacity is only fractional. 

An examination of the reasons given for under-utilisation of 
capacity indicates that it has been caused by inadequate 
supply of raw material, lack of working capital and suit- 
able managerial personnel. The Committee can only 
conclude from, this that planning for these cooperatives 
has been lop-sided and that, in their enthusiasm to 
organise cooperatives, Government overlooked various 
inherent practical diffculties. 

One point bearing on the underutilisation of the capacity of 
rice mills needs particular mention. The utilisation of 
their capacity seems to have been hampered due to faulty 
location. The statistics regarding the rice mills organised 
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in  the cooperative sector in various parts of the country 
given at Appendix V to this report would indicate %hat 
the number of units organised in various districts boar 
no correlation to the relative importance of those districts 
in rice production in the country. While factors like 
existence of capacity in those districts could have con- 
ceivably weighed with the Corporation, the statistics leave 
some room for doubt whether adequate attentian was 
paid to the location factor. 

(iii) Adequate notice does not seem to have been taken of 
existing capacity in various fields before organising 
cooperative processing units. The Expert Committee on 
Financing of Cooperatives pointed out for instance that 
in the field of cotton processing "no precise information 
is available about the ginning and pressing factories in 
the country" and that an assessment made in 1963-64 
indicated that nearly a fifth of the existing units "were 
either idle or closed down permanently." In regard to 
groundnut processing, the Expert Committee similarly 
drew attention to the fact that "no reliable statistics are 
available regarding the number of various types of units 
in operation." The Committee find little reason for wonder 
that cooperative processing units set up in these fieIds 
have failed to utilise more than a third of their capecity. 

3.30. The Ccmmittee would like to make the following suggestions: 

(i) Capital has remained avoidably locked up in processing 
units which have not yet been installed. In respect of 
the units which have remained uninstalled for two years 
or more, a reasonable period should be given to the unit 
for installation, failing which the financial assistance given 
to it should be recovered. 

(ii) The existing system of release of assistance is not adequate- 
ly progress-oriented. 50 per cent of the assistance is 
extended after preliminary clearance and the balance after 
choice of site etc. The assistance should be phased out 
over a larger number of instalments which should be 
related to the progress of the work. 

(iii) The alarming extent of underntilisation of errpacity con- 
stitutes a waste of national msourees. Concrete steps 
should be taken to bring about better utilisation. 
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(iv) Government are proposing a further investment of Bs. 21:72 

crores in organising 399 new units during the Fourth 
Plan. With a substantial capacity already created still 
remaining underutilised and with the prospect of more 
capacity being created, after the heavy backlog of un- 
installed units is cleared, the Committee see reason to 
apprehend that the organisation of more processing units 
will only aggravate the existing situation. Besides, as the 
Committee have pointed out earlier, enough homework 
has not been done to ascertain what capacity is available 
in various fields. If the organisation of new units is con- 
sidered necessary, the Committee would like Government 
to ensure that the proposals in that regard are formulated 
only after adequate feasibility studies, which duly take 
note of factors like unsatisfied demand, location, require- 
ments of working capital, managerial capacity etc. In the 
meantime, stress should be on mdemisation of conven- 
tional units where utilisation has been high. 



COOPERATIVE GODOIVYS 

Audit Paragraphs 

4.1. The Public Accounts Cc?mmittce (vide para 3.41 of their 
Fo:.t~.-First Report-Third Lok Sskha) had desired that the Cor- 
pmation should call for utilisation reports in respect of godowns 
from all the State Governm~nts  and satisfy itself that there is full 
and proper utilisation of godow~s '  capacit),. 

4.2. Instead of calling fur utilisation reports in  respect of go- 
downs from all the States the  Corporation decided in January, 1966 
that the estent of utilisation of Ccopera11r.t. Godowns should be 
esamined on the basis of random sampling. 

4 3. Durlng 1966-67. the study about utilisation of godowns was 
co~npletcrl in  respect of four States The utillsatlon of the Rural 
Gcdomns and Market Level Godowns 111 Ihc four States are indi- 
, ~ t e d  below: 
-- .- - 

Number of Percentage of :: ,Jowns I'rrcci;tajie of g ~ l n ~ r l ~ s  
Go,io\rns. wh,ch ut!l!sed hclow 50:; wh:ch ut~i!scd about 500,; 

Namc of St.3tes [milt i n  capac n a, hnsc~ i  on samp- C a p K ! h a  t n ~ r d  011 sample 
psckagc and Ic str;ctly strictly 
non-pickage . . - -. 

areas Padage area Nan- Package area Nnn- 
Package area Packagc area 

,lfarketirg Go.io:cns 
Kerala . . 42 roo O;, roo';; . . . . 

Orssa . . . 35 3 3 O ;  h;",, 100% 

b"cst Be1 gal . . 1x9 3 3 O 0  1000,; 67:" . . 
Rural Godoam 

Kera!a . . . 414 4006 roo:, h o ' ~ ,  . . 

Orissa . . . 249 25 0/,', 50% 75% 50% 
West Bengal . - 254 25% 75% 757: _ _ _ -  ___I_.I _ _  25% -..- 



A sum of Rs. 38,12,000 (Rs. 28,59,000 loans and Rs. 9,53,000 sub- , ,idy) was released by the Corporation during 1965-67 for creation of 
additional storage Capacity in two of the four States mentioned 
above viz., Kerala and Mysore. 

[Para 4 of Audit Report on the accounts of N.C.D.C. for 1966-671 

4.4. In paragraphs 88 (d) and 140 (f) of the Audit Report (Civil), 
1965 and 1966 respectively, mention was made of the slow progress 
in construction of gcdowns by the cooperative societies to whom 
financial assistance was given by the National Cooperative Deve- 
lopment Corporation and the erstwhile National Cooperative Deve- 
lopment and Warehousing Board (through the State Governments). 

The cooperative societies were allowed financial assistance upto 
Rs. 25,000 for construction of marketing godowns and Rs. 10,000 for 
construction of rural g o d o m .  Out of this, 75 per cent was given as 
loan and 25 per cent as subsidy; 624 per cent of the loan and 124 per 
cent of the subsidy was the share of the Board~Corparation, the 
balance being met by the State Governments. 

4.5. I t  would be seen from the following table that the progress of 
construction of godowns has continued to be slow: 

Assist I icc U~?its Units Untts not Remarks 
g vcn u ~ : )  ass~sted completed completed 

March. upto 
1966 March. 

1958 
(In lakhs 
of rupeesj - - . -- - - - 

277 ~ C ~ O W I L S  has 
slncr been refunded 
hy the swieties tOLthe 
State Governments. 

Generally, it takes on0 
year to two years to 
construct a gdown' 
Of the 1.473 . @own: 
which were yet to b 
completed and for 
nhrch financ~al =IS- 
tance of Rs. 1.60 m r e S  
was g ven. assistance 
for 410 godowns was 

ven durmg ttbe Second km period  mi.^ for 338 
durlng the fvst two 
yesus of the Third 
Plan period. - - -. 

4113 (W) IS-5  



60 

4.6. The Ministry have stated (December 1968) that the imple- 
mentation of the programme rests with the State Governments; 
that in c a s a  where the construction of godowns has not made pro- 
gress within a reasonable period of time, the State Governments 
concerned are being asked to refund the financial assistance. 

p a r a  124 of Audit Report (Civil), 19691 

(i) Financial Assistance provided 

4.7. Section 9(1) of the NCDC Act, 1962 vests the Corporation, 
inter-ah,  with the responsibility of planning and promoting the 
programmes for storage of agricultural produce and notified com- 
modities through cooperative societies. 

4.8. The total amount of assistance provided by the Corporation 
to the end of 1967-68 for construction of godowns under various 
schemes was Rs. 1439.477 lakhs, of which Rs. 1169.962 lakhs con- 
stituted loans and the balance of Rs. 269.515 lakhs constituted sub- 
sidy. This was disbursed as under:- 

Mandi Rur: 1 
level level 

godowns gcdo\vns ----- --- 
( I n  I. khs  of ruyecs) 

Subsidy . . . 11o.qSo 156.495 ---- 
TOTAI . 564.247 872.690 --- ----- 

( In  addition a sum of Rs. 2.54 lakhs had heen pro! ldcd as subsid) 
godowns.) 

The number cf godowns assisted u as 1S,3;9 . . follc v s ' 

Centrall) sponsored scheme . . , 4 52 1245 
(crash programmej 

Centrally aided plan xheme . . . 3005 13510 

(ii) Delay in construction of godowns 

ftjr hiring 01 

4.9. According to the information given in the Annual Report of 
the Corporation "normally a godcwn takes two years to complete 



~onstruction". The Committee enquired about the progress made 
in, construction of the godowns assisted. A statement showing the  
progress in construction of godowns State-wise (exclusive of Union 
Territdries) has been furnished to the Committee as under: 

Serial Namc of thc Number nssistrd N u m b e r  ccnstructed 
No. State 

- 
I .  Andhra Prndcsh . 
2. Assarn 

3. Bihur 

4. Gujarat 

5 .  Haryana 

6. Kerala 

?. Madhya P r : d d  

> Maharashtra . 
Y Mysure 

l o  Orissa 

r I .  Punjab 

12. Rajnsthsn 

13.  Tamil Nwdu . 
1 4 .  Uttar Pr. desh . 
15. West  Bengal . 

Rural 

604 

259 

I020 

1296 

418 

556 

468 

2748 

I 667 

396 

768 

383 

I529 

1209 

41 I 

Total Mktp. 
. - - -- 

924 229 

435 141 

I300 254 

I594 232 

475 48 

617 24 

I237 226 

3446 4i2 

202 I 2P4 

4 4  39 

863 r 06 

49s I 0 0  

1727 196 

1434 155 

598 I 42 

Rural Total 
- - -- - 

455 684 

I55 295 

606 860 

99 1 1223 

342 390 

46s 522 

I 1 G 7 7  

2 1 ~ 6  2580 

1125 I409 

264 303 

665 771 

295 395 

I449 1645 

839 994 

3 13 455 

4.10. The Committee asked for particulars about the years in 
which construction was started in respect of godowns which were 
still not completed. The data furnished (which is not complete) is 
summarised below: - 



- 
Year Marketing Rural Total 

1959-60 15 13 28 

1960-61 46 97 143 

1961-62 6 84 90 
1962-63 '8 170 228 

1963-64 32 177 209 
1964-65 67 747 814 
1965-66 6 0  366 446 

4.11. The Committee asked for particulars of financial assistance 
provided for construction of godowns which were still incomplete. 
The data given by Government on this point (which is also not com- 
plete) is tabulated below: 

Mandi godowns Rural godonns Total 

No. Amount of No. Amount of No. Amount of 
assistance assistance asswance 
(in lakhs (in lakhs (in lakhs 

of rupees) of rupees) of rupees) 

At the conference of Ministers of Cooperation held in July, 1969, 
the progress in construction of godowns was reviewed, when i t  was 
noticed that out of 19,047 godowns assisted under the centrally aided 
State Plan Schemes as well as centrally sponsored crash programme, 
only 14,243 had been completed. The following position was further 
taken note of: 

"The progress of construction in respect of rural godowns 
assisted under the Centrally aided plan schemes is parti- 
cularly slow in the States of Andhra Pradesh, Assam, 
Bihar, Mysore, Orissa and Uttar Pradesh. The program- 
me of construction of godowns under the Crash Scheme 
was taken up on the specific understanding that the 



godowns assisted under this programme would be con- 
structed within a period of one year. But only 52 per 
cent of these godowns have been completed. The pro- 
gress of construction of these godowns under this pro- 
gramme is particularly unsatisfactory in the States of 
Bihar, Gujarat and Mysore. In these States, a large num- 
ber of godowns have not yet been taken up for construc- 
tion in spite of the fact that financial assistance was 
provided two or three years back. The progress of con- 
struction needs to be accelerated and the latest position 
reviewed and also steps being taken to reduce the back- 
log. 

Many measures were suggested to State Governments to 
accelerate the progress of construction of godowns. 
These include allocation of G.C. sheets, cement, etr. on 
a priority basis, setting up a nucleus of engineering staff 
both in the office of the Registrar of Cooperative Societ- 
ies and also at the headquarters of the District Officers 
in selected Districts where the programme of construction 
of godowns is large, planning the location of godowns in 
advance and laying down criteria for allotment of go- 
downs to various societies to ensure their economic 
utilisation. etc." 

4.12. The conference came to the following conclusion: 

"The progress of construction of godowns is not satisfactory 
in some of the States. The backlog is particularly heavy 
in respect of rural godowns assisted under the crash 
programme. Special steps should be taken to expedite 
construction of unfinished godowns." 

4.13. The Committee enquired about the storage capacity ex- 
pected to be provided by the godowns assisted and that actually 
provided as a result of completion of construction. It is seen from 
the data furnished by Government in this regard that the godowns 
assisted to the end of 1%7-68 were e x y t e d  to provide 2.5 million 
tonnes of capacity. The total storage capacity effectively provided 
through completion of construction has been estimated at  1.9 million 
tonnes. 

4.14. The Committee enquired whether any of the g d o w n s  
assisted had heen given up and if so, whether financial assistance 
Provided therefor had been refunded. The information available 
in this regard in the Annual Report of the Corporation indicates 



that a t  the end of 1968-69, 557 of the incomplete godowns (total 4052) 
had been dropped in varlous States, "as the concerned cooperative 
could not take effective steps for the  construction of the  same". 
Though the State Governments have been asked to refund the 
amounts extended to them for these godowns in a lump sum they 
"continued to pay to the Corporation part of this assistance by way 
of annual instalments according to their repayment schedule". 

4.15. The Committee enquired what procedure had been followed 
by the National Cooperative Development Corporation to ensure 
that the funds given for construction of godowns were expeditiously 
utilised. In a note the Government explained the position as under: 

"The follow~ng yr<~ceduri. IS fol!owed by the National Co- 
operative Development Corporat~on to ensure that funds 
glv-n ior the ccnstruct~on of g o d o w n ~  are expeditiously 
~ t l l l s e d .  

(i) Prior to the year 1965-66, ti:c financial assistsncc for 
col;structron of godowns was released in onc instalmcnt. 
With a view to keep watch on the cspcditious construc- 
tion of godowns, release p:.ocodurr has sin-? been 
re\%ed from the year 1965-66 onwards and the financial 
assstance is now rclea:,cd in two inst~i!mcr.ts insteac? 
of one. 50 per  cent of the total snnctinnrd amount is 
released in first instalment after thc approval of the 
proposal and the balance of 50 per cent in second in- 
stalment only after the concerned societies have 
secured sites. Since the societies cannot purchascl sitcs 
out of their limited funds, 50 per cent of the sanctioned 
amount is released in the first instalment to enable 
them to purchase sites and make preliminarv arrangc- 
ments for the  mnstructicn of the godown. 

(ii) While sanctioning the financial assistance the State 
Governments are requested to send the society-wise 
details of release of financial assistance within threc 
months after the close of the financial year. 

(iii) Quarterly progress reports regarding construction of 
gcdowns a re  called for from the  State Governments. 
These reports are scrutinised and wherever the  prm 
gress is not satisfactory the matter is taken up with 
the  concerned State Governments. 



(iv) The p r~g re s s  of construction is also reviewed in t he  
Annual Plan discussions with the representatives of 
vayious State Governments. 

(v) The progress is also reviewed in the periodical meetings 
with the representatives of various State Governments. 

The responsibility for construction of godowns rests principally 
with the State Govcrnments. The State Governments are requested 
to ensure that the societies selected for this purpose construct the  
godown within a reasonable pcrlod say one or two years." 

(iil) Utilisation of capacity of godowns 

4.16. Thc Committee rccnllcd its recommendation made in para- 
gr,~ph 3.41 of its Forty-First Report (1963-64) wherein it  was desired 
ihn! th!. Natianai Co:~pcratit.c Dcvclopment Corporation shou!d call 
!',!; ~ii~iisiition rr~por!s In respwt of godowns from all the State Gov- 
c,i  . : n ~ : . : i t ~  and sat isfv itself that there is fu l l  and proper utilisatioil 
: ~ f  godmm's spacc and desiretl to knolr. the procedure followed to 
kc(,!. track of the utilisation of godowns. In  a !:ate submitted to the 
C c ~ n n i i t t p c .  t h e  C;o~:erriment havc stated: "With a view to ensuring 
ii1; i t  ?he ~cldowns constructed by Cooperati\-t% are adequately uti- 
i s i d .  the Stntcb Governments are requestrsd to undertake the perio- 
(:I . , i  ::;iivsmcuts of t h ~  utiliiation of these godowns and report to 
this C:?rporation. Such assessments are being regularly pursued 
x t i  ~ ,ht . re \?cr  the util~sntion is inadecjuatc, the State Governments 
;IIY, requested to undertake remedial measures. Random studies 
uv re  also conducted by National Cooperative Development Corpo- 
rat~on". 

4.17. In order to assess the extent to which the cooperative 
godowns had been utilised, a sample survey was conducted by the  
Corporation in March, 1965 in 7 States, Gujarat, Kerala, Mdhya 
Pradesh, Madras, Mysore, Orissa and West Bengal. Later, in 1968, 
Maharashtra was also covered. The godowns selected were both 
rural as well as marketing and from package as well as non-pack- 
cite areas. Based on these survey reports, the percentage of utilisa- 
tion cf effective capacity of each godown State-wise has been tabu- 
lated in Appendix VI. The following position emerges from the  
sample sunry: 

(i) Taking both package and non-package areas as also both 
rural and marketing godowns combined, 32 per cent go- 



downs were utilised above 75 per cent of their effective 
capacity; 31 p q  cent of godowns to the extent of 41 per 
cent to 75 per cent; 30 per cent gudowns to the extent of 
11 per cent to 40 per cent of their effective capacity while 
the remaining 7 per cent had not been utilised to more. 
than 10 per cent of their effective capacity. 

(ii) "Renting out of godowns by the societies to the Govern- 
ment appears to be quite common (in Maharashtra) which 
shows that the godowns were not required by the society 
concerned. The phenomenon does not appear to be desi- 
rable. The practice means that .he societies not only do 
not inculcate the habits of storing produce in the mem- 
bers but foster the habit of not using godown amongst 
the members by giving them good return on the invested 
shape capital out of the substantial money received by 
way of rent." 

(iii) The most common reasons for under utilisaiion of godowns 
were: 

(a) "Unsuitable location of godowns"; 

(b) "some godowns had more capacity than the actual and 
contemplated increased requirements of the socities. . . 
While sanctioning the godowns to the societies, the 
criteria laid down for location of godowns appears t o  
have not been taken into account" (In one block 
alone-Sakoli in Maharashtra), there were as many as 
24 rural godowns located at a distance of not more than 
15 miles from each other. There are certain godowns 
in the block which are located within a radius of 3 
miles. This has resulted in some godowns having noth- 
ing to store through out the year"; 

(c) "currently reduced need of members for storage of 
paddy on account of paddy procurement by Govern- 
ment". 

4.18. A Working Group on storage for the Fourth Plan set up by 
the Planning Commission reported that a survey of Cooperative 
godowns in Maharashtra disclosed that the construction of new 



storage capaciaty was well ahead of and in excess of demand. The 
per~entage of godowns constructed but not in use was as under: 

Type of godown 1963-64 1964-65 1965-66 

- -- -- --- 
Small . , . 24 I 6 2 2 

Medium . , 10 c 5 

The Conference of Ministers of Cooperation held in July, 1969 
came to the following conclusion in regard to utilisation of godowns: 

"The proper and full utilisation of godowns needs particular 
attention. The States where the study for assessing utili- 
sation of godowns has so far not been undertaken, should 
immediately undertake this study and ascertain the extent 
of utilisation. For a scientific and systematic assessment 
of the utilisation of godowns i t  is important that proper 
n m s  are laid down." 

(iv) Fourth Plan proposals for cooperative godowns 

4.19. The Committee desired to know the proposals for construc- 
tion of godowns during the Fourth Plan and the financia! implica- 
tions thereof. In a note the Government have furnished the follow- 
Ing information: 

"The total storage capacity assisted in the cooperative sector 
is estimated to be of the order of 2.5 million tonnes by the 
end of the year 1968-69. The Working Group on Coopera- 
tion estimated that the additional storage requirement of 
the cooperatives to be created during the Fourth Plan 
period would be of the order of about 4 million tonnes, 
thus bringing the total storage capacity with cooperatives 
to 6.5 million tonnes by the end of 1973-74. However, in 
view of the difficult resources position, the Working Group 
on Cooperation recommended a programme of additional 
storage capacity to be created in the cooperative sector 
of the order of 2.5 million tcnnes only during the Fourth 
Plan period. As against this, the financial pmvision made 
in the Fourth Plan programme as Analised in the plan 
discussions with various State Working Groups amount 
to Rs. 15.49 c m e s  with which an additional storage capa- 

I 
I city of 1.6 million tonnes was likely to be added. Infor- 
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mation on the actual provision made by States is not 
available. Besides, it is expected that additional 1 millon 
tonnes cap~ci tp  would be ccnstructed in the cooperative 
sector with the financial assistance likely to be available 
from the Agricultural Refinance Corpcration, State Bank 
of India and other commercial banks." 

(v) Economic viability of rural godowns 

4.20. A survey carrjcd cut by the Corporation in 1968 gave the 
following findings in re?a-d to the economic via!~ilitg of rural 
godowns: 

"The village societies were assisted at the rate of Rs. 10,000 to 
12,503 p x  gotlown in the form of 75 per cc-t loan and 25 
per cent subsidy for constructio~i ~f a godown. it was 
obscr~rrd that dur;rji !he !est few ycers a large number of 
cooperative village societies which were allotted rural 
godowns. found it dificu!t to repay out of thcir earnings 
instalments of principal and intcre:,: on the loans taken 
h y  them for cf.nstruction of godowns. Somc or  the scxiet- 
:cs WPX reported to bci tlrnwing out of thrir working 
capital for repaying the loans. In many cases. the income 
from storage of agricultural produce has been practically 
nil at the village 1e1,el and the transaction in respect of 
distrit,ution rf agricultural inputs and supply functions 
were not enough to meet the cost of maintenance of 
godowns. with the result that it was not always economic 
for village cooperatives to maintain a gcdown and bear 
the burden of repayment of loan. The Government of 
India considered these difficulties and revised the pattern 
of financial assistance. According to the new pattern, 
cooperative societies are provided loan a t  the rate of 621 
per cent and subsidy 379 per cent instead of 75: 25 loan and 
subsidy respectively as  hitherfore. In other words, sub- 
sidy portion has been increased by 124 per cent and to that 
extent the loan portion has been reduced. It is hoped 
that this would help the societies concerned to make 
godowns viable units. However, this measure alone may 
not make the godown viable unless cooperatives h a w  
enough business to  handle and store in their godowns. 
The cooperatives having godowns may have therefore to  
intensify their activities relating to marketing and dis- 
tribution." 



4.21. The Committee are  not happy about the  progress achieved in 
the scheme for provision of cooperative godowns, in  which the  invest- 
ment by the Corporation as a t  the  end of March, 1968 amounted to 
Rs. 1,440 lakhs. 

4.22. In the first place, as many as 4,029 rural and mandi godowns, 
or nearly a third of the  godowns assisted, have not come up. Data 
about the year in which the construction of these godowns was 
started, which unfortunately is not complete, shows that the  con- 
struction in  respect of 178 of the godowns had commenced between 
1956-57 and 1960-61 and 2,828 other godowns thereafter. lit is strange 
that when "normally a godown takes two years to complete con- 
struction", such a large number of godowns should remain incom- 
plete over such a long period. What is even more hard to explain 
is that as much as 48 per cent of godouns taken up for construction 
under "a crash scheme" have still to he completed The amount of 
money blocked up in 3.477 incomplete godowns u~ider  con4truction 
is Rs 331 lakhs. As this data does not cover al! the incample~e 
godowns, the Corporation not being in  a position to gi \e  complete 
information in this regard, the money locked up in godowns yet to 
come up should hc much larger. 

4.33. In the  second place, construction of godowns has been 
abandoned in a large nun~ber  of cases. The number of cases of 
such abandonment a5 indicated in the Annual Report of the National 
Cooperative Development Corporation is 357. I t  is obvioi~s, there- 
fore, that the Corporation failed to screen proposals for construction 
of godowns with sufficient care. 

4.24. Thirdly, the utilisation of capacity of completed godowns, as 
reflected in sample surveys carried out b? the Corporation, has not 
been very satisfactory. 32 per cent of the godowns covered by tite 
survey utilised 75 per cent of their effective capacity; 31 per cent 
of the godowns, between 41 per cent and 75 per cent of the capacity; 
30 per cent of the godowns utilised capacity to the extent of 11 per 
cent--40 per cent; while the capacity in the remaining 7 per cent 
had not been utilised to the extent of more than 10 per cent. 
"Renting of godowns by the societies to Government appears to 
be quite common" and construction of new storage capacity in some 
places "was well ahead of and in excess of demand." Apart from 
this factor, faulty location of godowns seems to  have s i ibs tant ia l l~  
impeded ntilisation of capacity. 



4.25. Fourthly, while the utilisation of cooperative godowns hias 
been poor, the cooperatives' occupancy of the Central Warehousing 
Corporations godowns is as high as 30 per cent of the space occupied* 
The Cooperatives also deposit their produce in the godowns of the 
State Warehousing Corporations. 

4.26. In the light of the foregoing findings, the Committee would 
like Government to initiate action on the following lines: 

(i) Proposals for construction of godowns are obviolisly not 
examined by the Corporation with requisite care. I t  is 
necessary to streamline the procedures for examination 
of these proposals, so that their viability may be examined 
from all angles, such as location, demand etc. 

(ii) A number of States in which godowns havc been con- 
structed have yet to carry out surveys to assess utilisation 
of capacity in those godowns. A regular drill should be 
laid down in this regard, so that adequate data is periodi- 
cally collected. Such data would also provide a usefd 
guideline for future planning for godown capacity. 

(iii) The inadequate utilisation of capacity in godowns already 
constructed will act as a drag on the finar~ces of the 
societies which have raised those godowns. Pr~rposefut 
steps have t<) be taken to ensure that  these cooperatives 
attract custom. 

(iv) Godowns are also being constructed by the Food Corpora- 
tion of India. the Central Warehousing Corporation and 
the State Warehousing Corporations. The reasons for high 
utilisation of their godowns by the cooperatives should 
be enquired into. The Fourth Plan proposals envisage 
augmentation of storage capacity in the cooperative sector 
to the tune of 1.6 million tonnes. While it is indisputable 
that, with thc favourable trend of harvests in the recent 
years the demand for the additional storage capacity 
would increase, it will still be necessary to ensure proper 
coordination and demarcation of spheres between the 
various authorities undertaking construction of godowns, 
so that wasteful duplication of efforts does not take place. 



(v) Cases where godowns have been under construction for 
two years or more will need particular attention. The 
factors leading to delay should be closely examined to 
ascertain whether the original proposals are sound in the 
changed context of things. In respect of thase 557 cases, 
where aonstruction of godowns has been abandoned, 
refund of the assistance given should be promptly 
obtained. 



COOPERATIVE COLD STORAGE 

Audit Paragraph 
I T  ' 

5.1. Financia! assistance of Rs. 20.33 lakhs (75 per cent of the  
amount cf lcans provided by State Governments) was p a d  in March 
1966 for estab1:shment of 11 cold storages. I t  was stated that nor- 
mally installation of a cold storage requires two to three years. 
But upto November 1968 only two plants had been installed, seven 
cthers were in the process of installation and the remaining two 
were not taket7 up  because of a subsequent decision (June 1968) to 
install one large cold storage plant instead of two small ones. 

In April 1369 i t  was stated by the corporation that three more 
units had been installed. 

(Para 2 of Audit Report on the accounts of N.C.D.C. for the  year 
1967-68) 

(i) Financial assistance provided. 

5 "1 AccordLg to the information furnished to the Committee, 
the  total financial assistance provided by the Corporation for esta- 
blishment of coiiperative cold storages amounted to Rs. 268.69 iakhs 
as at the cnd of 1367-68. The bulk of this (Rs. 267.94 iakhs) had been 
provided as loan towards capital cost and the  balance as subsidy. 
The number of cooperatives assisted in this manner was 67. Apart 
from these 67 cold storages for which the Corporation provided fin- 
ancial assistance 21 cold storages were organised outside the plan 
programme. 5 more units were organised in Orissa State (3 units) 
and Gujarat (2 units).  Thus a t  the  end of the year 1967-68, 93 cc- 
operative ccld storages had been organised. 

(ii) Delay in installation. 

5.3. The Committee enquired about the progress of installation 
of the 67 units assisted by the Corporation. The positicn i n  regard 



to uninstalled units was indicated in a statement submitted t:, the 
committee as under: 

Year 
No., of Assist arce 

cnl ts  provided 
uninst::llc d (in 1:lkl-s 

of Rs). 

According to the Expert Committee set up to go into the ques 
tion of 'functioning of cooperative processing', "it normally takes one 
to two years to set up a cold storage plant." 

5.4. The latest position in regard to the installation of the cold 
storage as indicated in the Annual Report of the Corporation for 
1968-69 is as follows: 

No. of u n ~ t s  organw d as on I 'n,t\ tr.sralled 
31-3-69 (exclud~np X untts A as on 30-6-ho 

droypcd 
- - - - - - -- 

(iii) Working results of cold storages. 

5.5. About the working of the installed cold storages, the report 
of a sun'ey carried in 1969 by National Cooperative Development 
Corporation, a copy of u9hich was furnished to the Committee, showed 
that, at the end of June, 1967, "34 cold storages had commenced 
oprration. They had a trtal mcrnborship of 8576 consisting of 7,415 
fruit and vegetable growers, 1,065 growers cooperatives and 96 others. 
The total share capital raised by these cold storages was of the 
order of Rs. 54.76 lakhs. Of this, an amount of Rs. 13.03 lakhs was 
c(:ntributed by various State Governments, while the remaining 
amount of Rs. 41.73 lakhs was collected from the members. The 
reserve fund of these 34 cold storages amounted to Rs. 37 lakhs. . . . 
During the year 1966-67, out of 34 cold storages in operation 12 were 
in profit. They earned total profit of Rs. 3.71 lakhs. 16 units did 
not show any profits in the year under reference of which 12 were 



installed recently. 5* cooperative cold storages did not operate in 
1966-67." 

5.6. As regards utilisation of these 34 cold storages, the survey 
points out that, ". . . . .as many as 14 have reported 100 per cent uti- 
lisation. 3 cold storages utilised 90 per cent of their installed capa- 
city, 1 unit 75 per cent and the remaining 9 units upto 60 per cent. 
Only 4 cooperative cold storages have reported utilisation of the 
installed capacity less than 50 per cent. Under-utilisation of in- 
stalled capacity of some of these units was mainly because these 
odd storages had commenced operations only recently." 

.(iv) Fourth Plan proposals. 
5.7. The Committee desired to know the proposals for installa- 

tion of cold storages in the Fourth Five Year Plan and the financial 
implications thereof. In their reply, the Government have furnished 
:the following note: 

"Special emphasis is proposed to be given on cold storages 
programme. As against 150 cold storages recommended 
by the Vaidyanathan Committee, the States Plan outlays 
have made a tentative provision for 45 cold storages. 
Various States have, however, under their consideration 
ambitious schemes for raising production of horticultural 
crops such as apples, pine apples, oranges, etc. Besides, 
production of potatoes is targetted to go up from about 45 
lakhs tonnes in 1968-69 to 152 lakhs tonnes by the end of 
1973 74. To cope with the increase in production of these 
crops, sizeable new capacity for cold storage would be 
required to be created during the Fourth Plan pericd to 
prevent their spoilage and gult that would adversely 
affect prices of these important commodities which sup- 
plement the country's food resources. Keeping these as- 
pects in view, it is proposed to earmak part of the funds 
that would be available to the National Cooperative Deve- 
lopment Corporation under the central sector scheme for 
cold storage programme. The funds that would be avail- 
able from the commercial banks and other financing 
agencies will be also utilised for this purpose on priority 
basis." 

5.8. A Working Group on storage set up by the Planning Corn- 
mission reccmrnended that development of cold storage capacity 
i n  the Fourth Plan "may be left to take place in the private sector 
.which has exhibited the requisite enterprise in this sphere." 
- -  - - - 

*No. of indication available in regard to the remaining I unit. 



. 5.9. The C@m=ittae bid tho prelprw ta to Inrt.u.tb. rl 
sold s m  d i u m *  bbhco to B. tB) LUI 
had' beeQ pnrrrkbrt by the Corporrtim to tbe end of MarcL, U)b 
$or the inrt.ll.tion at 67 4 +rages. 58 d them cold 
(assistance provided Bk. 213 lakhs) had not been c~~ tiU 
1968-69,47 of ihetr.e'£tar a W s e  d two to 9an~'yeara. 

5.11. The Cormpittee observe that there ia la preporal to set up 15 
cold storages during the Fourth Plan in the popeative A 
Working Group of tlte Planning Cqmmhbn N d ,  however, re- 
mended that the dewlopwmt ef cold stosy?pe ~ p c i t y  dminp tbs 
Fourth Plan "may be left to take pkce in the prlvPrte oeefor wbl;B 
has exhibited the requisite enterprise in this sphere." .* for further dcvelogmsnt of ceoperative edd ie no4 
with the view taken by the W* Gzmp of 3he 6 
mission. The Committee would Ib the @*pod tb* '6i'~f&M . 
examined in order to bring about propar u~~ d d 4 b  
resources according to a system of priorities. 

5.12. The existing c d d  storages in the cooperrrtlve sector ~r stiU 
in the proesso of gestation as w d  be evident from the rsrpftr of 
the review of their egerrtiam conducted by the National C90prrc 
tive Development Corparation which um given in this ooction of tk 
report. It is, therefom, necessary t h t  dos neb r h d d  be bS9n d 
the  results of their working before laancfiinO new units. 

4113 (aii) LS-6. 



EXPORT-ORIENTED COOPERATNES 
(i) E"iluaciaI Assistcmcs provided: 

6.1. The scheme for giving assistance to export oriented units was 
started by the Carparation in 1966-67. According to information 
furnished to the Committee, the scheme consists of two parts. 
Wnder part one, the assistance provided was for the establishment 
of cooperative processing units which had export potential, and the 
other part of the scheme envisaged assistance to modern and 
modernisation of rice milling units which had no direct relation to 
export potential. The establishment of new modan rice mills and 
modernisation of existing rice mills were given priority to obtain 
higher outurn of rice from paddy as compared to the out turn of 
the conventional rice mills. Assistance given under this scheme 
thus had potential to add to food resources of the country and to 
that extent reduce irnpont of foodgrains." 

6.2 AoaiPtance m t i n g  to Rs. 229.858 lakhs was provided 
under the acheme to 40 units. The (breakup 41 assistance amounting 
to Rs. 21511 laghs provided to 38 of these units in regard to which 
i.hrmatim 2las been furnished to the Cobunittee is given below: 

- -  - 
No.of hdntmce No. of Awhtance No. of A8sist.ace 

units' provided units provided* units pra vided 
(in W s  (in loth8 (in kkhs 

f ' ' of rupees of rupees of mpets 
1. 

F A  and Vegetables 8 23 '73 3 25.75 . . 11.06 

R ia Mills and 
Bran units . 15 52'11 I 24.01 5 42'24 

---cc-c------------c-- 

TOTAL . 25 88-18 6 65.88 7 61-05 

.(Inclusive of spill-over units from previous ycm). 



6.3. The Committee have been informed that, excluding rice mflL 
arid rice bran-units '(which are only import saving and not exportc 
oriented), the total assistance provided works out to Rs. 164.98 lakhs. 
This was accounted for by 23 units. 

(ii) Progress in installution and expvrt p~fprmance 

6.4. The Cuminittee enquired about the progress in installation of 
the units. They have been informed that: "So far 9 processing units 
assisted under export oriented category have gone into production. 
Of this the Khanna Cooperative Solvent Extraction Plan has export- 
ed deoiled cake to the extent of Rs. 79 l a b  in two years since its 
conmencement of production and the Coorg Coffee Growers Co- 
operative Society Limited, Mysore, has exported coffee through the 
Coffee Board. The remaining 7 units are still in their gestation 
period. It is expected that some of these units may also take up 
export of their products in the course of time when they stabilise 
their warking.. . . . . . . . . . . . . . . . . . .. . . . . . . . . . Some of these units 
have to import machinery from foreign countries which takes some 
time. These units are expected to complete their installation latest 
by 1970-71." 

6.5. The Committee enquired whether assistance to these units 
was provided on the basis of any definite export expectations and 
if so, to what extent these expectations had materialised. They have 
been informed that "the units were assisted because they were estab 
lished in fields which had export potential." 

6.6. According to the information furnished to the Committee, it 
has been observed that "in their efforts to play an effective role in 
the fields of export trade, cooperatives were feeling handicapped fm 
want of know-how and guidance relating to export procedure and 
policy, marketing intelligence and in the development of contacts 
with the foreign markets. They also faced difRculties in getting 
shipping space and had to pay high freight charges. The risk involv- 
ed in the holding of stocks for longer periods acted as damper in the 
development of exports by the cooperatives. 

6.7. The National Cooperative Development Corporation formu- 
lated from time to time certain measures to provide incentives and 
encouragement to cooperatives for taking up exports on a larger 
scale. One such measure adopted is the scheme of Special Price 
fluctuation Fund under which the National Cooperative Development 
Corporation and the State Governments have agreed to contribute 
to the Special Price Fluctuation Fund created in the society at 5 per 



a 
cent of the value of agricultural pmduce ,prchosed outr;igbt .by that 
society during the year for purpose of export, sqbject to 
the condition that the society concerned also contributes 10 per cent 
of its pr&ts to this fund. This scheme was introduced only in 1966- 
67 and its impact has yet t x ~  be seen but it is hoped that quite a large 
number of societies will be encouraged to take up export business. 
During 1967-68, the Corporation made a grant of Rs. 5.21 lakhs to 
National Agricultural Cooperative Marketing Federation towards con- 
tribution to the Special Price Fluctuation Fund at  5 per cent of the 
value of outright purchases of agricultural commodities made by it 
for export purposes in the preceding year. 

6.8. Another promotional measure taken in this regard by the Na- 
tional Cooperative Development Corporation is the creation of Pro- 
motional and Assessment Cell in the National Agricultural Coopera- 
tive Marketing Federation consisting of various types of experts to 
provide guidance, technical know-how and market intelligence, 
among others, about the scope and direction of exports of various 
agricultural commodities to different countries. They also coordinate 
the activities of apex societies in this regard and arrange to procure 
through the apex societies, the required quantities of agricultural 
produce of desired standards and grades for export purpases." 

6.9. The Committee are disappointed with the performance of 
export-oriented cooperatives which have been assisted by the 
National Cooperative Develepment Corporation. Assistance amount- 
mg to Rs. 165 lakhs has been provided since 1966-67 to 23 units in 
an effort to bovst the country's exports, though no ddn i te  export 
targets were set. Only 9 of these units have so far gone into pro- 
duction and 2 units have made exports, the remaining 7 being still 
"in their gestation period!' 

6.10. The Committee would like action to be taken by the Corpora- 
tion to ensure speedy installation of the remaining 14 units. A 
definite export programme for these units should also be drawn up 
for implementation. 



Ul9.LISATION OF' FUNDS 

7.1. Loans recoverable from states on 31-3-1968 were Rs. 4963.61 
lakhs. ConPlrmation of the balance had not been received (April 
1969) from the State government of Andhra Pradesh, Assam, Bihar, 
West Bengal, U.P., Rajasthan, Gujarat, Orissa and Haryana. 

[Para 8 of Audit Report on the Accounts of N.C.D.C. for the year 
1967-883 

7.2. During 1965-66 funds to the extent of Rs. 1045.312 lakhs were 
released to the State Governments under various schemes by way 
of loans and subsidies but utilisation accounts and certificates for 
Rs. 0.427 lakh and Rs. 186.315 lakhs respectively were still awaited 
(June 1968). A scheme-wise analysis of the outstanding utilisation 
accounts and certificates is given below:- 

Scheme 
Financial Amount for Amount fot 

Assistance nhich uti- wbich cer- 
released lisetion tificate~ 

accounts not are awaited 
received 

3. Scheme of distribution of consumer arcides 
, in rural areas . , . , , 13.072 0'427 0 . W  

4. R~ce Mills (Corporation sponsored scheme) 4~8.172 . . 27 7.SC 

5. Subsidy for pmrnorional and nssessmcnt 
cell . . . , ,  1.431 .. 

[Para 5 of Audit Report on the Accounts of N.C.D.C. for the yew 
'WIT, +, I 

' h.1 1066-63 



7.3. (a) Rs. 2087.957 lakhs were paid a s  financial assistance tos 
State Governments under various schemes but utilisation certificates 
for Rs. 115.327 lakhs were still awaited (April 1969). A scheme-wiae 
analysis of outstanding utilisation certificates is given below:- 

Amount Amount 
paid for which 

Year in which paid and name ofrheme utilisation 
certificates 

arc 
awaited 

(Figures in lakhs of rupee8 

(a] Centrally aided plan schemes . . . 500'731 3'605 

(3 CenrraUy sponsored schema . . . 986.000 25.382 

(iii) Corporation sponsored achemea . . . 23 r - 286 55'340 ---- 
(b) Although utilisation certificates for Rs. 2.38 lakhs paid to 

Mysore and Maharashtra during 1959-60 to 1964-65 for setting up rice 
mills had been furnished, the fact is that the cooperative societies 
had expressed their inability ta  implement the Scheme and the 
amount is yet to be recovered. 

7.4. It  has been stated (March 1969) by the Corporation that the 
utilisation certificates are furnished by the State Governments after 
the funds are paid by them to the cooperative societies. 

[Para 7 of Audit Report on the Accounts of N.C.D.C. for the year 
I & , 1967-681 

7.5. Pursuant to the pmisional  plans of the Government of Tamil 
Nadu sponsored in March 1965, the Corporation sanctioned in May, 
1965 assistance of Rs. 111 lakhs for setting up 31 conventional type 
rice mills through cooperative societies and paid the first instalment 
of Rs. 27.75 lakhs in May, 1965. In July 1966 the State Government, 
however, changed the plan to set up modern mills and ultimately 
decided in August 1968 to set up 12 such mills (four with a capacity 
of 4 tonnes per hour and the rest each with a capacity 
of 2 tonnes per hour). The Corporation had meanwhile (February 
1968) further paid Rs. 55.50 lakhs. The cumulative assistance of 
Rs. 83.25 lakhs (Rs. 27.75 lakhs paid in May 1965 and Rs. 55.50 lakhs 
paid in February 1968) thus remained unutilised till July 1968. 



The Corporation stated (March 1969) that five out of twelve rice 
mills are almost complete. 
p a r a  3 of Audit Report 'on the Accounts of N.C.D.C. for the year 

1967-681 

7.6. The terms and conditions of loans sanctioned by ~ o r ~ o r a t i o i  
to staG governments for payment to cooperative societies prescribe 
that the state governments would adopt the s e e  terms as are a b -  
ed by the Corporation to them. The Tamil Nadu government had, 
however, charged higher rate of interest on the loans granted by 
it out of the funds made available by the Corporation as below:- 

Rate of Rate of 
interest interest 
charged charged 
by the by the 

C-a- State 
ti41 Gwt. 

7.7. In April 1969 it was stated by the Corpuration that the terms 
offered by the State government are not less liberal than those pres- 
cribed by the Corporation as the period of repayment of loans fixed 
by them is upto 20 to 30 years against 7 to 15 years prescribed by 
the corporation. 

[Para 5 of Audit Report on the Accounts of N.C.D.C. for the year 
1967-681 

7.8. A one-ton rice milling plant was received in October 1965 as 
a free gift from abroad by the Ministry of Food & Agriculture who 
had decided in August 1965 to install it at Baragarh for befng 
by the Baragarh Rice-cum-oil Pressing and Marketing Co-operative 
Society. Against the estimated expenditure of Rs. 5 lakhs on the 
mill, the Corporation sanctioned (August 1966) Rs. 4.69 lakhs-sham 
capital (Rs. 0.94 lakh), block capital (Rs. 3.39 lakhs) and subsidy 
towards cost of silo (Rs. 0.36 lakh). Actual payment was made in 
2 instalments in August 1966 and January 1968. The balance of 
Rs. 0.31 lakh was to be contributed by the society. The plant after 
installation did not run trouble-free and remained out of order from 
D~fember 1967 to June 1968 except during April 1968 when after 
repairs it could run at 50 per cent uf its capacity. Owing to this, 
construction of silo and parboiling unit had to be deferred. 



ii 
ii G ~ p f l l b & i t  au s t a ~  by tb. h a t i a m  thn tb.* 

br the construction of the silo storage and parboiling unit wae undgr &&$&tiatf d.&$ && &&M 
..< 
[P.n 6 of Audit 'Report on the Accounts of N.C.D.C. for the year 

ISgl-ssE 

$.lo. A pilot n h d e ;  to  be' imp~emented throu& aper marketing 
dcieties of the stat&, wtd formulated in Mag 1966' for se'tting' up 
oiibgeratfve units fo r -nhufac tme  of specified types uf insecficidesj 
pesticides. The ~ ~ ~ c e  comprised (i) share capital for purchase 
of machinery and equipment (Rs. 1.W lakhs), (ii) construction of 
sheds and storage (75 per cent loan and 25 per cent subsidy-Rs. 0.35 
l a b )  , (iii) Margin money for securing bank accommodation (Rs. 0.25 

I lakh) and (iv) managerial subsidy (Rs. 0.09 lakh). The apex socie- 
ties in Haryana and Mysore were each paid the full assistance of 
Rs. 1,99,600 in March 1967 but till October 1968 they had taken no 
steps to implement the scheme. 

7.11. In March, 1969 i t  was stated by the Corporation that the 
Mysore Government had informed that the Unit would go into pro- 
duction by June 1969 and that the apex society in Haryana had been 
given time till 17th May, 1969 to implement the scheme. 

p a r a  4 of Audit Report on the Accounts of N.C.D.C. for the year 
1967-681 

(i) Confirmation of balances of loans 

7.12. The Committee drew attention to para 8 of Audit Report on 
National Cooperative Developnent Corporation for 1967-68 accord- 
ing to which balance of loans from different State Governments 
amounted to Rs. 49.64 crores as on 31-3-1968. They desired to know 
the latest position regarding acceptance of balance of loans. Accord- 
ing to the information furnished by Government on this point, certain 
States had still to confirm (September, 1968) the correctness of the 
balance of loans amounting to Rs. 7.95 crores as on 1st April, 1968. 
The details are as under: 

2 Gujarat . . . . . 



Government have stated that the "pending items are being pursued 
with the State Governments." 

(ii) Utilisation cer-cates: 
7.13. The Committee referred to para 7 of Audit Report on Na- 

tional Cooperative Development Corporation for 1967-68 regarding. 
outstanding utilisation certificates for the financial assistance amount- 
ing to, Rs. 115.327 lakhs paid to State Governments under various 
schemes and desired to know the latest position in the matter. In 
a note the Government stated that the utilisation certificates had 
been received from the State Governments. 

7.14. The Committee pointed out that although the States of 
Mysore and Mahsrashtra had furnished utilisation certificates for 
Rs. 2.38 lakhs paid to them during 1959-60 to 1964-65 for setting up 
rice mills the Cooperative Societies had expressed their inability to 
implement the scheme and that the amount was yet to be rec0vere.d. 
The Committee desired to know whether the Corporation had in- 
vestigated the circumstances under which these State Governments 
had given wrong utilisation certificates. In a note the Government 
have stated: "Out of Rs. 2.38 lakhs, a sum of Rs. 1.555 lakhs relatea 
to the period from 1959-60 to 1960-61 given by the National Coopera- 
tive Development and Warehousing Board. The balance of Rs. 0.825 
lakh was advanced during the years 1963-64 and 1964-85 by the COP 
pwation. The utilisation certificates furnished (by the State Gov- 
ernments) were apparently based on the disbursement of funds by 
the State Governments to the Cooperative Societies concerned. . . . . . 
The utilisation certificates given by the State Governments cannot 
be deemed to be wrong, as Anancial utllisation by the States had' 



.taken place for the purpose for which i t  was given. The W e t i m i  
:inability to implement the scheme was a subsequent developmentw 

7.15. Audit have in this connection pointed out to Government 
that the procedure of furnishing utilisation certificates on the baaia 
of "more disbursements to the cooperatives" without ascertaining 
whether the money has been actually utilised has to be considered 
"an unsatisfactory position." 

7.16. The Committee desired to know what checks the National 
Cooperative Development Corporation had, as a matter of general 
policy, on the accuracy of utilisation certificates received from State 
.Cktvernments. In a note the Government stated that "The National 
Cooperative Development Corporation had not found i t  necessary to 
question the accuracy of utilisation certificates furnished by the 
.State Governments. However, the Corporation receives the utilisa- 
tion accounts in addition to the utilisation certificates containing 
figures of expenditure which are verified by the respective account- 
ants General.. . . . . Corporation has necessarily to rely on the State 
Governments' certificates." 

(iii) Instances of non-utilisation of funds, diversions etc. 
7.17. The Committee referred to para 3 of Audit Report f a r  NCDC 

for 1967-68 relating to the assistance of Rs. 27.75 lakhs and Rs. 55.50 
lakhs given to Tamil Nadu State Government in May, 1965 and Feb- 
ruary, 1968 respectively, for setting up 31 conventional rice mills. 
The amounts remsined unutilised for more than 3 years. The Com- 
mittee enquired whether any effort was made by the National Co- 
operative Development Corporation to obtain refund of the amount 
when it became clear that the miginal plan on the basis of which 
the assistance was sanctioned was not going to be implemented. In 
a note the Government have replied as under: 

"The State Government was continuously pursued to expedite 
the installation of rice mills. During June, 1966, it was pointed out 
to the State Government that in case no effective steps were taken 
immediately for the installation af these units, the Corporation might 
withdraw the financial assistance sanctioned for the purpose. The 
State Government wanted to have technical advice regarding the 
type of rice mills to be set up before going ahead with the installa- 
tion of these units. During June, 1966, the State Government con- 
vened a meeting of the High Level Committee on Cooperative Mar- 
keting and Processing to consider the question of type of rice mills. 
The Committee expressed the opinion in favour of modern rice milis. 



In pursuance of this decision, the State Government appcrinted a 
Technical Committee to suggest the type of rice mills to be set up 
undv this scheme. The Technical Committee gave its report in 
November, 1967 and until this period, the programme was held in 
abeyance. Since the assistance to the State Government was pro- 
vided for the establishment of cooperative rice mills and State GOY- 
ernment wanted to be sure about the type of rice mills to be set u p  
in the interest of higher efficiency of th rice milling industry in the 
cooperative sector and, the State Government had not decided to 
give up the scheme, the National Cooperative Development Corpora- 
tion did not consider it either necessary or  desirable to recall the 
assistance." 

7.18. The Committee enquired whether the State Government 
sought the approval of their revised scheme of setting up 12 modern 
rice rnills instead of 31 conventional rice mills and, if so, when. In 
a note the Government stated that the State Government sent pro- 
posals "in January, 1968 for the establishment of 13 modern rice 
mills with 2 tons capacity each with flat storage under this scheme 
to which the Corporation gave its approval. During August, 1968, 
the State Government instead of going in for 13 modern rice mills 
with 2 tons capacity each decided to set up 12 modern rice mills of 
which 4 units were to be 4 tons capacity each and the remaining 8 
with 2 tons capacity each." Regarding the latest position of these 
modern rice mills, the Government have stated: "Of the 12 modern 
rjce mills, 3 have been completely installed and the remaining 9 
unita are at  different stages of installation. Since the installation 
of 3 rmits have been recently completed, they will start productim 
during the coming kharif season. I t  is also reported by the State 
Government that the remaining 9 units under installation will be 
t:bmpieted by December, 1969." Audit have reported the follow~ng 
position in respect of these 12 mills: 

Buildings ,cornpietcd'and machines installed . . . . 3 

Ma~hinergarrivcdarsitc . . . . . . . 2 

Civilworkinprogress . . . . . . . 6 

Construction of civil H O I ~ S  1 0  t c  takcp up . . . . I -- 
TOTAL . . 12 -- 

7.19. The Committee drew the attention of Government to pata 5 
of the Audit Report on National Cooperative Development Corpora- 
tion for 1967-68 according to which the Government of Tamil Nadu 
through which assistance for cooperative societies was routed, charg- 



Rate of ipterest Rate of 

Carporation Goventlnent 

Government have stated in a note that "the matter is still under 
correspondence with the State Government." 

7.30. The Committee referred t a  para 6 of the Audit Report on 
National Cooperative Development Corporation for 1967-68 regard- 
ing the functioning of a modem rice milling plant of one-ton cape- 
city set up in Orissa with assistance from the National Cooperative 
Development Corporation to the tune of 4.69 lakhs given in August, 
19G6 and January, 1969. The mill remained either out of order or 
under-utilised most of the time. The Committee enquired whether 
the rice mill had now started functioning and if so, what proporticn 
of its capacity was being utilised. In  their note the Government 
have stated: "The modern rice mill at Bargarh in Orissa State could 
cot  he utilised properIy due to the folIowing defects: 

(a)  hiechanical dcfects in the millmg plant. The milling plant 
was cr~gnrilly s12: ;d!cd by the Gcrernment of German 
D e m o c r ~ t : ~  Repuh!ic through the Union Department of 
Food. 

(b)  difficult,^^ In supply of adequate quantities of paddy due 
to a d v c r s ~  procurement policy of the State Government. 

(c) Non-availability of suitable technical personnel to run the 
plant. 

The State Government was requested by the National Coopera- 
tive Development Corporation to look into these problems and recti- 
f y  the defects. I t  is now reported that the mechanical defects have 
been rectified by a German Engineer. One qualified engineer has 
~ S G  since been appointed to run the milling plant. In view of these 
corrective measures, the plant is now in working order. 



However, by the time these defecta were removed, the 
maso.m.atas over. In view of this, the proportion of its capacity being 
utilised would be reviewed during the next kharif season only." 

7.21. The Committee enquired abuut the progress of the scheme 
for setting up pilot projects for distribution of pesticides through 
apex cooperative societies. In this connection they referred to para 
4 of the Audit Report on National Coaperative Development Cor- 
poration for 1967-68 which referred to apex societies in Haryana and 
Mysore not having implemented the scheme after having availed 
~l~emselves in March, 1967 of financial assistance from the Corpora- 
tlon to the tune of Rs. 1,99,600 each. In a note the following position 
has been explained to the Committee: 

"The scheme of the establishment of formulation of insecticides 
and pesticides units was introduced for the first time during the 
year 1966-67. The approved pattern laid down in the beginning for 
the release of financial assistance was to provide the entire amount 
in m e  instalment. This procedure was envisaged in view of its being 
a plot  scheme and also with a view to enabling the concerned apex 
societies to undertake the implementation of the scheme expedi- 
tiously. In accordance with this approved pattern the entire finan- 
cial assistance due was released to the State Governments of Har- 
yana and Mysore on the approval of the propasal to enable them 
to provide the required assistance to their Apex Marketing Federa- 
tions for the installation of these units. 

However, in view of the subsequent experience the pattern of 
releases has been revised and made progress-oriented from the year 
1967-68 onwards and the financial assistance is now released in two 
instalments instead of one instalment 

The Mysore Apex Marketing Society have acquired the site and 
preliminary arrangements for the construction of building and 
setting up of the unit have been made. The matter is being pursued 
with the State Government. The State Government has been asked 
about the time by which the unit is likely to be set up and the reply 
from the State Government is still awaited. 

Since the Haryana Cooperative Apex Marketing Federation was 
not able to take any effective steps towards the installation of the 
unit, the State Goverment  has been requested to recover the f b n -  
cial assistance sanctioned to the Federatim and refund the same 
to the Corporation. The State Government have agreed to this and 
are t m n g  steps for the recovery of the amount from the Apex 
Federation." 



7.22. The following table gives the particulars of loanslsubsidies 
given under the pilot scheme: 

(In lakhs of RE.) 

Year State Governments Loans Subsidies 

Gujarat 1.813 o .  183 
1966-67 . . . . . H a r ~ a n a  1.813 0.183 

Mysore 1.812 0.184 
Rajasthan 1.812 0.184 -- . . . TOTAL . . 7.250 0.734 

Kerala . . 1.813 0.183 
. . . 

Modhya Pradcsh a 0 .781 0,044 

Uttar Pradesh . 0.781 0 .Oq4 

Tamil Nadu . 0.781 0.044 

TOTAL . I ,562 0.088 
L 

According to the information available in the Annual Report of the 
Corporation (1968-69), out of the units assisted in 8 States as above, 
only 1 unit has started functioning. 

7.23). The Committee observe that the Corporation has still to 
obtain acknowledgements of the correctness of loan balances amount- 
ing to Rs. 794 crores from different State Governments. They 
would like the matter to be followed up and the requisite confirma- 
tions to be obtained speedily. 

7.24. The existing system for obtaining utilisation certificates from 
State Governments cannot be considered satisfactory. These certi- 
ikates are furnished by the State Governments on the basis of 
disbursement of funds to the cooperatives and not after ascertaining 
the actual utilisation of the fnnds by the cooperativae themselves. 
While it is no doubt necessery to ensure that the funds made avail- 
able to State Governments are disbursed by them, it is a h  neces- 
sary that the manner of actual application of them funds should 
be kept under watch. The Congnittee would like a adtable 
utangement to be evolved in this regard. 



7.25. The Committee note that there have been some instances of: 
detiation/non-utilisation or ineffective utilisation of funds made 
available to the States for certain schemes. In one case, a State 
Government charged the cooperatives a higher rate of interest an 
loans than provided in the terms and conditions on which funds for 
the l o w  were provided to that Governrment by the Corporation. 
In another case, where assistance to the tune of Rs. e68 l a b  was 
provided from Augast, 1986 onwards by the Corporation to a State 
for setting up a cooperative rice mill, the mill has yet to go into 
effective operation. There has been a thiid case, where assistance 
amounting to Rs. 2 lakhe was provided to a State Government for 
a pilot cooperative project for insecticides, which has not yet come 
up. The Corporation is stated to be pursuing all these cases. It 
is hoped that proper overhaul of their structure would be carried 
out in order to make up the deficiencies. The Committee would like 
to be apprised of the outcome of the Corporation's efforts in this 
WPrd. 



REGJONAL IMBALANCES I 

8.1. The Working Gmup of Administrative Reforms Cummission 
-on Cooperation made the following observations about the progress 
of the cooperative movement in the country: "Progress of coopera- 
tive credit movement is. . . . . . uneven as between different mgioris, 
M e r e n t  States and between different aras within a State" and that 
"the eastern region having 17 per cent of the cropped area of the 
country and 27 per cent of the rural population accounts for only 
8.6 per cent of the total short and medium term credit provided by 
primary agricultural societies in the country whereas the western 
)region with 26 per cent of the cropped area and 17 per cent of the 
rural population accounts for 42.8 per cent of the total cooperative 
cerdit in the country." 

8.2. The Committee enquired about the reasons for this imbalance 
in the development of cooperative movement between different 
regionslstates. The witness replied: "Unfortunately the movement 
is not developed uniformly all over the country. It is not develop- 
ed as much in Rajasthan, Bihar etc. as much as it has developed 
in Punjab, Maharashtra or Gujarat. Some States had already 
developed. It takes time for the other States to come up to that 
level." Asked what Government were doing to bolster the position 
of the weaker States, the witness replied: "We are seized of the pro- 
blem. We certainly endeavour in that direction and the assistance 
and guidance which we give alm takes this into acount. For example 
Madhya Pradesh is one of the States where for rice mills more assist- 
ance has been granted than to Maharashtra." The witness further 
added: "But the limiting factors in assisting the States are twa One 
is that the State Plan ceiling has to be conformed to; if the States can- 
not provide in their budgets enough money for cooperation, to that 
extent, our hands are restricted. The second factor is the members' 
share capital contributiuns; where it is not raised enough, i t  becomes 
a limitation for financing.. . , . . The State Government have to share 
the assistance to the extent of 50 per cent The State Government 
has to indicate whether it is prepared to meet 50 per cent of it from 
its own resources in the State Plan. Then they will ask the National 
Cooperative 'Development Carporation to bear the remaining 50 Per 

*cent!' 



. 8.3. The Committee enquired what was the ratio of assistance 
granted between one State and the other. The witness replied: "The 
National Development Council has taken decision to distribute the 
assistance on a certain formula and basis, e.g., population and other 
criteria." The assistance given to various States by the National Co- 
operative Development Corporation during the year 1967-68 as also 
the total assistance given by the National Cooperative Warehousing 
Board (prior to establishment of National Cooperative Development 
Corporation) and the National Cooperative Development Corpcration 
upto the end of 1967-68 under various heads are shown in Appendix 
VII to this report. 

8.4. Tihe Committee find that the progress of the cooperative move- 
ment in the country has been very uneven. The movement has yet 
to strike firm roots in places like Rajasthan, Bihar, Orissa which 
are comparatively less developed in this regard than areas like 
Maharashtra, Gujarat, Punjab. 

8.5. The Committee recognise that the development of cooperatives 
in these areas will be conditioned largely by sound leadership and 
the popular support for the movement and that the provision of 
financial incentives by Government cannot by itself effectively fill 
up these voids. Still Government will do well to examine how' 
best the movement can be stimulated in these areas by enlisting 
the support of the public which should be suitably educated for this 
purpose. 



VESTED INTERESTS IN COOPERATIVES 

9.1. The problem of vested interests in caoperatives was first re. 
mitted by Government for a detailed study in 1964, when they consti-. 
tuted a Committee (The Mirdha Committee) to investigate the pro. 
blem. That Committee was asked inter-uh 

"(a) to lay down standards and criteria by which the genuine-. 
ness of mioperative societies of various types may be judged 
and to suggest measures for weeding out non-genuine socie- 
ties and preventing their registration; 

(b) to review the existing cooperative laws, rules and practices. 
with a view to locating the loopholes which enable vested 
interests to entrench themselves in cooperative inSt i t~ t10h~ 
and recommend measurzs-legislative as well as adminis- 
trative--for the elimination and prevention of such vested 
interests." 

9.2. The Committee, which reported in 1965, stated that various 
methods were employed by vested interests to control the working of 
woperative societies. These methods "arise from two kinds of moti- 
va tions". 

(i) "To enjoy the lion's share of the society's services for self 
and friends and relatives". 

(ii) "To keep oneself in office for as long as i t  is possible to do." 

9.3. The Mirdha Committee reported that the following techniques. 
were generally employed by vested interests to perpetuate their inte- 
rests: 

(i)  "Restrictions on admission of fresh members; 

(ii) Avoiding the holding of general meetings for periodical 
election of office-bearers and for an open discussion about 
the finances and general working of societies; 

(iii) Manipulating elections; 

(iv) Employing near relations in the paid service of the society;: 

(v) Granting liberal loans to friends and relatives; 



( ~ i )  Non-recovery of overdues from friends and relatives; 

(vii) ~ e n e r a l  use of the machinery and paraphernalia of the 
society for personal glorification and benefit; 

(\,iii) Carrying on personal business surreptitiously and using 
the apparatus of the society for the purpose of such busi- 
nesses." 

9.4. Giving illustrations of the way vested interests operate, the 
h'Iirdha Committee gave the following instances of the way vested 
intel.c~sts operate: ' 

(a) In a credit cooperative society, by distributing "the avail- 
able resources among the existing members in an inequit- 
able fashion, the major share going to the stronger elements 
in membership." 

(5) In an agricultural marketing society by "a few producer- 
cum-traders combining together to use the society as an 
instrument for their trsding purpose." 

(c) In a cooperative farming society by pooling the better- 
portion of holdings belonging to a group of relatives SO 
that the various kinds of financial and technical assisb 
ance could he taken advantage of. 

(d) In a transport society by members "carrying on trans- 
port business of their own" acquiring ~r~tercs t s  in the 
society. 

9 . 5 .  The Mirdha Committee pointed out that "vested interests 
in cooperative societies cannot be tackled in isolation from the 
r v t  of the community; the methods employed and the types of 
pc:sons who employ them to acquire vested interests over coope- 
rative societies are in their very essence akin to what happens in 
al l  other forms of human association, particularly those concern- 
wl with economic gains. The po!itical climate of the countv ,  the  
social traditions and the general level af educational develop 
mcnt, all these con-titute the background against which the problem 
of vested interests has to be seen, not only in so far as it relates to 
c'ooperative societies but also in its wider repercussions on the com- 
nlunity at large. Any attempt at isoloted treatment has its obvious 
]inlitations but all the same it  may be possible to build up some safe- 
Cu~ds . "  The following safeguanls were accordingly suggested: 

(i) "Enforcement of principle of open membership is a vital 
check against growth of vested interests." There must be 
"a provisin for appeal against refusal to  admit a member."' 
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(ii) "Sanction of loans in favour of members of the managing 

committee of a credit society and their relatives should be 
reported to the general body", as also "cases of default." 

(iii) A "convention" should be evolved in regard to the "number 
of terms" a person may hold office in the committee of ma- 

nagement and the "number of societies in whrch office may 
be held simultaneously." 

(iv) "Conscious efforts" should be made to "associate the gene- 
ral members in the management of the affairs of a society", 
through constitution of sub-committees and so forth, so as 
to foster "a sense of participation." 

(v) Delays in holding elections to the committee of manage- 
ment "usually arise due to non-receipt of audit reports, 
non-preparation of accounts and wilful defaults by the 
committee in arranging elections." A.rrangements for audit 
"should be t ighte~ed up" and penal provisions as in com- 
pany law for non-submission of accounts, non-holdng of 
general-body meeting: etc. sho!~ld be incorporated in the 
cooperative statute; comnlittee members being made "ans- 
werable'' in this regard. 

(vi) Societies should follow "a clear structural pattern", pri- 
mary societies consisting of individuals, central societies 
of primaries, apex societies of central societie; and so on. 

(vii) Nomination by Government "should be kept to the mini- 
mum" and "a code of conduct evolved" for nominated mem- 
bers in regard to attendance in committee meetings and 
participation therein. 

9.6. During the course of evidence, the Committee enquired 
what action had been taken by Government t 2  check vested in- 
terests in the cooperative societies. The witness replied: "We have 
~ s k e d  the State Governments to amend the bye-laws to see that the 
vested interests do not infiltrate into the marketing societies." 

9 . 7 .  The Committee desired to know the progress made in the 
implementation of the recommendation of the Mirdha Committee. 
In a note submitted to the Committee, the Government have stated 
that the recommendations of the Committee "were circulated to 
State Governments and were generally endorsed by the conference 
of State Ministers of Cooperation held in Bombay in Nwember, 19%. 
The Conference of Chief Ministers and the Ministers of Cooperation 
held at Madras on 12.6.1968, inter alia considered this matter further 



in detail and suggested the following illustrative measures for curb- 
ing the growth of the vested interests in the cooperative movement 
in the country: 

(i) Exclusion of money-lenders, traders and other middlemen 
from the membership of the cooperatives by statute, if ne- 
cessary; 

(ii) Open membership of the primary cooperative societies. 

(iii) Reservation of seats on the Board of Management for small 
farmers and members of weaker sections. 

(iv) Restrictions on holding office for more than two consecutive 
terms in the same institution and a150 holding of office 
simultaneously in more than two institutions. 

(v) Regulation of the loans issued to the office-bearers of so- 
cieties. 

(vi) Regular election under the supervision of an independent 
authority. 

( ~ i i )  Adequate arrangements for timely auditing of accounts d 
the societies. 

(viii) Framing and observance of rules for recruitment of staff 

( is)  Creation of cadres of trained managerial personnel f u  
manning the key posts in the societies. 

(s) The procedures and practices should be oriented to serve 
the small farmers and weaker sections. Empha-is of the 
loaning programme should be shifted from the present 
asset-nexus to production potential and repaying capacit? 
g:).-k%:.ated !;y ihe use of the loan. 

These recommendations were examined in the Department in col- 
s~i'L:i! !or) \v;th t!ie Ministry of Law and detailed guidelines were in- 
tl .c~?ttd to the Sls;e Govcsnrnents for taking suitable mea.;ures for 
i::i~!cmentin~ them." 

9 .8 .  The Committee desired to know the progress made in im- 
~lementing these suggestions. The Government in a note have stated 
thnt "Kerala and Maharashtre have in pursuance of the aforesaid 
l'f~mrnendation enacted comprehensive legislation covering the s u e  
wtions.  Provi-ion for restriction on holding of ofece in a n u m k  
of  cooperative institutions and also or. the term of office in the same 

? institution has been made in the Cooperative Societies Acts of U.P 
and West Benga]. The Madras Act restricts the number of societier 



in which a person could 'be a member of the Managing Committee. 
The Rajasthan Act restricts the number of societies in which a per- 
son could be a chairman. The Cooperative Societies Acts andmRules 
of Andhra Pradesh, U . P .  and Madhya Pradesh provide for depart- 
mental machinery for election in certain categories of societies. Com- 
mittees have been set up to consider the amendments necessary to 
the Cooperative Societies Acts in the States of Assam, Jammu and 
Kashmir, Mysore and West Bcngal. In ot1.c~ States. the matter is 
under the consideration of the State Governments." 

9.9 .  The Committee enquired whether, apart from Maharashtra 
State, any other State had also enacted any legislation to implement 
these suggestions. The Committee observe in this re pect the fol- 
lowing position as brought to the notice of the Conference of Minist- 
ers of Cooperation: 

"Only in Maharashtra, a comprehensive legislation incorporat- 
ing the recommendations of the Chief Ministers' Confer- 
ence has been undertaken. 

* * * * * 
The progress in the implementation of the major recommen- 

dations of the Conference of the Chief Ministers and State 
Ministers of Cooperation held in June, 1968 on curbing the 
growth of vested interests in cooperatives, it may be ob- 
served, has been rather slow." 

9.10. A statement showing the progress in implementation of the 
recommendations is at Appendix VII to this report. The conference, 
after reviewing the position, came to the fo!lowing conclusions: 

(i) "Legislative action was yet to be taken in many States to 
@ve effect to the recommendations of the Conference of 
Chief Ministers and State Ministers of Cooperation held in 
June, 1968 for curbing the growth of vested interests in 
cooperatives. 

(ii) Very often, 15 to 20 per cent of the membership are in a 
position to get major benefit from cooperatives. Special 
measures need to be devised to enable cooperatives to fulfil 
their larger social objectives and reach a larger clientele, 
especially persons with limited means. For achieving this 
end even a certain amount of compulsion need not be ruled 
out."' 

9.11. The Committee enquired why progress in enacting suitable 
legislation was slow to plug the loopholes in the cooperatlv* 



societies and what the Government of India was doing in the matter. 
The Secretary, Department of Cooperation replied: "We have no 
powers; neither the executive nor the legislative ann of Centre has 
any power in this particular matter. Since i t  is a State subject, we 
have no powers except to give advice and directions to the extent 
that money can make the mare go." 

9.12. The Committee enquired whether Government had ever 
thought of preparing a model legislation for enactment by all the 
States. The witness stated that "in 1956, Government had appointed 
a model Committee. They had given a model legslation. Subse- 
quently the State Governments dld make changes in cooperative laws, 
keeping the suggestions of the model Committee in mind. But very 
recently when the question of tackling vested interests came up 
prominently, a suggestion was mooted in the Ministers' Conference 
that the States would like the Centre to draft a sort of model legis- 
lation. But this suggestion was not favoured by the Conference and 
therefore the Central Ministry has not undertaken the job of trying 
to formulate a model Bill. This was on the ground that cooperative 
law being a State subject and the provision of law having to conform 
to the local situation and local conditions. which may vary from 
State to State, it would be better to leave the matter of drafting the 
legislation to them (the States) and only to indicate the broad guide- 
lines to the State Governments. What these broadlines are, we have 
communicated to the State Governments by letters." 

9.13. The Committee enquired what action the Government had 
taken to ensure that the State nominees attended the meetings re- 
gularly. The witness stated that it was "a general question of de- 
officialisation or non-interference by the Government in the working 
of the Cooperative Societies. But generally, nominees have been 
attending the meetings. Some of the State Governments are quite 
keen that they should attend." The witness further stated that Gov- 
ernment have "asked the State Governments to see that after the 
gestation period of a unit is over they (societies) should have a p~ 
perly elected board and representatives of State Governments should 
not be indefinitely there." The Committee also note in this connec- 
tion the following observations of the Reserve Bank of India in their 
Survey Report (1968) on development of Cooperative Marketing: 

"Every marketing society receiving share capital contribution 
from Gwernment is expected to have a t  least one State 
nominee in its managing committee. I t  was, however, + 
served that as many as  8 out of 17 societies in 24 Parganes, 
all the 29 societies in East Godavari, 9 out of 10 socictla 



in Thana, 8 out of 15 societies in North Arcot and 5 out ot. 
15 societies in Ganganagar did not have State nominees. 
at  all. The only solitary case was Vidisha where all the'4. 
marketing societies had State nominees. h ren  where 
they were nominated, they were irregular in attendance. 
and i n u e r e n t  to developing the business of the society." 
The Committee desired to know whether National Coope- 
rative Development Corporation was represented on the 
marketing societies. The witness , replied: "There is no, 
such arrangement." The witness, however, added: "In the 
State Federations there is a scheme for giving assistance 
for technical staff. When the technical staff is recruited, 
we ask the State Marketing Federations to intimate the 
National Cooperative Development Corporation so that we 
can be represented at  the time of selection and see that 
the right type of persons are recruited." 

9.14. The Committee enquired what action had been taken by 
Government in ensuring timely and proper auditing and elec- 
tions. The witness replied: "Audit IS being reviewed every year by 
the Ministry and also by the Reserve Bank in so far as Credit insti- 
tutions are concerned. The Reserve Bank of India does not sanction 
credit limit to a cooperative bank if it does not receive the audit re- 
port for the preceding year. Various methods are employed in order 
to ensure that the audlt is kept current as far as pocsible." So far as 
elections were concerned, the witness stated that "the pros and cons 
of this matter were discussed zt  length in the Ministers' Conference. 
It was generally felt that it would not be possible for the Depart- 
ment to directIy supervise and conduct elections in all societies even 
at tile village level; there were about 3,50,000 societies all over the 
country It was suggested that in the case of big societies, parti- 
eulal-ly at the district level and at the State level. the Registrar must 
take the :~pecial responsibility to ensure that the election of office 
bearers are held according to proper time schedule. For that purpose, 
the Registrars have been adviyed to maintain a roster indicating the 
election schedules so that when the election of a particular society 
is due, it is arranged to be heId by the due date. We have also for- 
maIIv addressed the State Governments on the basis of the Chief 
Ministers' Conference." 

9.15. The Committee are disturbed to ftnd that vested interests are 
mbverting the working of cooperatives in the country. 'Ihese 
interests have mmaged to perpetuate themselves in oflice and corner 
"the lion's sham'' of the societies' services "for self, friends and 



relatives." A hogt of devices have braen employed by them *& 
as "restriction on admbsion of h h  members", avoiding general body 
meebings, "manipulating elections", "employing near relations ir 
paid services" of cooperatives, "granting liberal loens to friends md 
relatives", not recovering thew loans etc. In the iesult, as was 
point out a t  the conference of Ministers of Cooperation held in 
Bangalore in July, 1968, "very often 15 per cent to 20 per cent of 
the membership are in a position to get the major benefit from 
cooperatives." The scope for self-aggrandisement and personal 
enrichment should be very vast indeed, considering that the National 
Cooperative Development Corporation alone has extended assistance 
aggregating Rs. 90 crores to cooperatives till the end of 1%7-68 
Besides, Government have on their own been extending assistance 
on a sizeable scale for schemes connected with consumer cooperatives, 
labour cooperatives, thrift and credit societies etc. 

9 16. In the opinion of the Committee, this situation is fraught 
with great danger for the future of cooperative movement and will 
undermine people's faith in its usefulness and necessity. As early 
as 1965, the Mirdha Committee had investigated this problem and 
reported on the mea3ure.s necessary to eliminate the vested interests. 
Effective measures, administrative as well as legislative, are, how- 
P V C T ,  still to be taken, though lip-service continues to be paid. A 
confc.reiice of State Ministers endorsed the suggestions of the Mirdha 
Comn~ittee ill Ko\emhcr. 1963. Thereafter a conference of Chief 
Ministers co4de red  the matter further in June, 1968 and formulat- 
ed a scriec: ot suggestions. Only one State has so far undertaken 
comprcliensi\e legislntion incorporating the recommendations of the 
Chief ,Ministers conference. hut the Committee gather that even 
that State ha.; ;rrt to formulatc rules ?~ndcr  the Art to give effect 
to the legislation. Thr whole issue meanwhile continues to be a t  
the \tage of deliberation. w i t h  the latest conference of Ministers 
held in .luly. 1969 w ~ g r s t i n g  that for thic purpoze "a certain amount 
of rompulsion need not be ruled out" The Committee feel that in 
order to ~ v e  necessary impetuq to the movement the Central Gov- 
ernment should take a more active nart in providing leadership to 
thc States in this matter. 

Q.17. The Committo recognise that "vestcd interests in coopera- 
tires cannot be tackled in isolation from the r e 4  of the romrnunity" 
and that the has to he viewed against the background of 
"the political climate of the rountry, the social traditions and the 
wneral level of educational development." Nevertheless what can 
be done to remedy the situation has not yet been even attempted. 
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T h e  Committee would like the Government of India t o  take up.the 
matter with the State Governments in right earnest, so that suitable 
legislative and administrative measures are initiated without f k t h e r  
delay. The aim should be to secure that: 

(a) positions of influence in cooperative societies a re  not 
monopolised by a few influential persons and no one is 
allowed to hold more than one or two key posts at  the 
apex, district or taluka level; 

(b) membership of societies is open to all; 

(c) persons conducting business in com!petition with societies 
are debarred from membership; 

(d) transactions in so far as they pertain to members of 
managing committee of societies or their relatives are 
adequately publicised; 

(e) elections are regularly and properly conducted; 

(f) accounts of societies are regularly audited and the results 
of audit reported to the General Body promptly. 



CONCLUSIONS 

10.1. In the foregoing sections of the Report, the Committee have 
reviewed the progress made in certain sectors of cooperative activity 
like marketing, processing and storage. The investment of Govern- 
ment in these sectors, channelised through the National Cooperative 
Devclopmeni Corporation, amounted to about Rs. 55 crores as a t  
(he end of 1967-68. 

10.2. The review shows a number of shortcomings in these sectors: 
(i) The organisation of societies seems to have proceeded on 

the basis of what the Reserve Bank has aptly characteris- 
ed as a 'target approach' to the whole movement. This 
has resulted in accelerated organisation of a number of 
cooperative societies without adequate investigation about 
their viability. In consequence, a number of societies set 
up in various sectors are either moribund or are not 
functioning effectively. As examples may be cited, the 
marketing sector where 25 per cent of the societies are 
doing no business, or the prorcs\ing. sector, where capacity 
installed has not been gainfully utilised in several fields 
like paddy processing. cotton ginning etc. The same 
problems of gainful utilisation is faced by cooperative 
godowns also. 

(ii) Ambitious plans for organisatiun of new societies have 
suffered for lack of a purposeful follow-up. This is reflect- 
ed in a large number of processing units, cold storages, 
godowns etc. not having come up, years after financial 
assistance for these units was disbursed. The delay in 
installation, apart from pushing up the cost of these pro- 
jects, has resulted in a substantial amount of Govern- 
ment capital getting blocked up. 

(iii) The cooperative movement is still largely dependent on 
Government for its survival. The cooperative marketing 
structure in particular has been reared on business which 
has been provided to it by Goveanment almost on a 
monopoly basis. While Government support is certainly 
essential, the societies should also be encouraged to stand 
an their own legs, by enlisting the support. loyaltv and 
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assistance of their constituents and diversifying their 
activities. 

(iv) Vested interests have secured a hold on a number of 
societies, which they are turning to their advantage. It  
is essential that all the maladies should be diagnosed and 
effective legislative and administrative sanctions applied 
against them in the interests of sound and healthy growth 
of the movement. 

(v) Above all, it is necessary to sectvz t h ~ t  the movement 
progresses on an even keel throughout the country The 
progress of the movement in different 3tates has 90 far 
been uneven. 

10.3. The Fourth Plan proposals for the cooperative sector are a t  
present under the consideration of Government. It  is essential that 
all investment proposals under the Plan are ureCded by a careful 
examination of their economics. The existence of large numher of 
ineffective societies in the marketing sector and large unutilised 
capacity in the cooperative processing and storage units suggests 
that the accent should be on consolidation of the position of societies 
already organised. rather than on setting up new societies. 

10.4. The Committee also consider it important that steps should 
be taken to 'de-officialise' the cooperative movement, which is 
essentially a voluntary activity. There is at present a full-fledged 
Departmen? of Cooperation under Government, apart from another 
official organisation like National Cooperatix e Pevelopment Corpora- 
tion. The prohferation of cfficial agencies is not in the Comwittee'~ 
opinion conducive to the 'de-officialisation' of the cooperatixe more- 
ment. Many of the functions of the Central Warehou.;ing Corpcira- 
tion, State Warehousing Corporations and the National Cooperntivr 
Development Corporation are common* e q . setting up of godown3, 
cold storages, purchase, <ale, storage and distribution of agricultural 
produce. seeds, fertilizers etc. There are also Primary C r ~ d i t  
Societies. Central Cooperative Bank5 etc. some of which seem to be 
working at rrnss purpose. It is in this context that the  Committee 
have suggested a reconsideration of the need for an organiqation 
like the National Cooperative Development Corporation, which, as 
an inrtitution, ha9 *lot to any con~iderable extent succeeded in 
securinp the objectives for which it was set np, 

NEW Dnm; ATAL BIHARI VATPAYEE, 
April 4. 1970. Chairman, 
~haitG 14. 1892 (Saka). Pul Tic. .4rrol ints Committee. 



APPENDIX I 

(See  pagc 2 of Chapter I) 

I, OFFICERS 

- 
No. Scale of pay 

y. Xccou~ , I s  Officer . I .cg0-9Go 

11. OTHER 'I'ECMNIC.\I, S'I'AFF : 

I. Assistants . . . . . Ij 210-530 

1.1 213-530 

13 110-180 + Rs.  201- 

6. Lowcr Divia~on Cle~k.  . . 19 110-180 

8 .  Caretaker . . .  . I 110-180 

9. Telephone Opcrator . , I 110-180 

10. Staff Car Driver . . . I 180-z(rg 

11. Despatch Ridcr . . I 100-130 



Senior Roneo-operator 

Junior Reneo-operator . 
Record Kecpcr . . 

Daftaries . . . 
Packer . . . 
Jamajar . . . 
Peons . . . 
Farash . 

No. Scale of Puy 

20. ChowkrJars 

21. Gardner . 
22.  Sweep-rb 



(Pagc 43 oi  Chapter 11) 

No.  of socic- Financial assistance ro 
Namc of the  tics proposed thcse socictles pricv t o  

Statc t o  bc activis- hecoming 1neffectir.c Rcrnarks 
cdircvital iscdl 
liquidated No. of Amount 

Socs. -- 
Loan Subs id! 

1 Gujarat 2co . . 

' 3  5 

Rs. 
. . 

9%00 

20,003 

1,399375 

. . 

Rs. 
. . Srj Fnaqclal assjs- 

r a~ .cc  has becp pro- 
vided for rcwtal!:3- 
r ~ o n  prog:nnimc as 
zuch. 

23,740 T h ~ a  reprcser t s  the 
fi al ic~al  asaiarar:cc 
OT thc State G n v t .  
in respect ( ~ f  two  
coupcrati1.c markc- 
r ; r g  :.ocic;ics. 

. . Cummittee 0'- Mann- 
gcment superseded. 



APPErnM I11 

(See page 48 of Chapter 11) 

Proposals for development of Cooperative Marketing in the Fourth 
Five Year Plan 

Compared to cooperative credit, the development of cooperative 
marketing of agricultural produce is of recent origin. Following 
the recommendations of the 4 1  India Rural Credit Survey Report, 
an integrated programme of cooperative marketing was taken up in 
the Second Plan and followed up in the Third Plan and subsequent 
years. As a result, cooperative marketing structure has been built 
up at various levelc-. At the end of 1967-68, there were 3315 primary 
cooperative marketing societies of which 2774 are of general purpose 
type organised on territorial basis and the remaining 541 of special 
commodities organised for special crops like marketing of fruits 
,and vegetables, arecanut, coconuts and other commercial crops. Along 
with the development of structure at  the primary level, higher t ies  
of cooperative marketing dructure had also been built up. There 
were 173 district level marketing societies, including 15 commodity 
societies and 20 apex marketing societies-1 in each State (except 
Nagaland) and the Union Territories of Delhi, Himachal Pradesh, 
Manipur a ~ d  Tripura. Besides, three commodity federations had also 
been established at  the State level, and at the National level all the 
apex marketing societies in the States have been federated into a 
National Cooperative Agricultural Marketing Federation. 

"Growth with stability" being the key note of the Fourth Plan, 
steps will be taken to strengthen the existing cooperative marketing 
structure specially at the primary level during the Fourth Plan Pe- 
riod. New primary marketing societies may only be organsed in 
the mandi centres which would be newly developed in the areas of 
large irrigation projects. To the extent possible even in such areas 
steps will be taken to establish branches of the existing marketing 
societies. 

Apex marketing societies at the State and National levels will be 
strengthened to enable them to provide not only the requisite S U P  
port and leadership to their amliated institutions, but also the much 
needed promotional interest and guidance to them. So far, the re- 
organisation of the primary marketing societies has not made any 



substantial progress. Attention has to be focussed during the Fourth 
Plan on activising and strengthening the primary marketing societies 
'on a selective basis. For this purpose, it will be necessary to devote 
attention to areas covered by IADP, HVP and LAA programmes. Such 
weaker societies in these areas would be identified and all possible 
steps will be taken to strengthen them both organisationally and 
financially. 

Marketing cooperatives have in the past been doing buIk of their 
business as commission agents. The system of grading, although 
adopted by some of the societies, has yet to make any substantial 
impact in the field of marketing techniques. Similarly, polling of 
produce after grading has been adopted only in a few societies. Steps 
will be taken in the Fourth Plan to popularise these marketing tech- 
niques for larger benefit of the growers. The scheme of outright 
purchases of agricultural produce from small growers, initiated in 
1964-65 has been found to be of great advantage in promoting out- 
right purchase of agricultural produce. It could not be so far ex- 
tended to a large number of societies because of paucity of resources. 
This scheme would be continued in the Fourth Plan so that a large 
number of societies may take advantage of it. 

While State Governments have been contributing considerable 
amounts of share capital to marketing societies, much attention has 
not so far been devoted by the societies to the collection of more 
share capital from their members. Vigorous steps will be taken to 
enrol more individual growers and primary agricultural societies as 
members of the marketing cooperatives and collect additional share 
capital from them in relation to the services availed of by them. 

Lack of adequate working capital has been one of the most severe 
handicaps faced by the marketing cooperatives at various levels. 
This has been broadly due to inability of these cooperatives to find 
the requisite margin money. While measures for strengthening 
owned funds of the cooperative marketing societies will be imple- 
mented, it will also be necessary to review the procedures of the 
Reserve Bank of India and the State Bank of India in relation to 
fixing of credit limits and requirements of margin money for various 
purposes. In view of the limited availability of funds with the C+ 
operative structure and the expanding demand for production cre- 
dit, it will be necessary for the marketing societies to tap, in a larger 
measure, the State Bank of India and other commercial banks for 
their working capital requirements. 

The scheme of establishment of pools/common cadres of kev pee 
sonnel of cooperative marketing/processing satieties initiated in the 
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last few years *ill be in operation in all the apex marketing socie- 
ties. For this purpose, sizeable provision will have to  be made in 
the State Plans after assessing the size of the pool in each State. 
Arrangements for training these personnel will be taken in hand and 
completed within the next one or two years, so that the dependence 
of the marketing societies on the staff of cooperative departments 
is reduced to the minimum. 

Cooperatives would aim at handling in the last year of the Fourth 
Plan, 8 million tonnes of foodgrains, 36 ,million tonnes of sugarcane, 
0.6 million tonnes of groundnut, 10 thousand tonnes of fruits and 
veqetables and 1.8 million bales of cotton. At current prices the 
value of agricultural produce likely to be handled by marketing 
and processing cooperatives is expected to be of the order of Rs. 900 
crores during the last year of the Fourth Plan. Cooperatives are also 
expected to handle agricultural commodities worth Rs. 25 crores in 
inter-state trade and Rs. 10 crores in export trade during the last 
year of the Fourth Plan. 





APPENDM V 
(Page 72 of Chapter V) 

Sp~tent:nt  shoming the num5er of Cooperative ProcmLIflng Units ~(Zirted in the 42  Major Rice 
Producing Districrs 

- 
Name of District Rank in Percentage No. of paddy 

production of produce processing 
of rice in all India units 

total 

I 2 3 4 
-- - 

Thanjarvr (Tamil Nadu) . . .  I 2.8 8 
Midnapur W. (Bengal) . . . . . 2 2.6 9 
2q-Parganas (W. Bengal) . . . . 3 1.8 3 
Raipur (M.P.) . . . . .  4 I .8 I9 

Burdaan (W. Bengal) . . . . . 5 1.8 10 

Krishna (A.P.) . . . . .  6 1.5 17 

Biiaspur (I.M.P.) . . . . 7 1-5 I 4  
West Godawari (Andhra) . . . . 8 1'5 I 3  

Santhal Parganas (Bihar) . . . .  9 1  '4 I 
East Godawari (A.P.) . . . . . 10 1'4 9 
Durg (M.P.) . . . .  I I 1.4 16 

Cuttack (Orissa: . . . . .  12 1 -4  10 

Shahabad (Bihar) . . . . . 13 1-4 6 

Sambalpur (Orissa) . . . . . I4 1.3 13 
South A m t  (Tamil Nnduj . . . 15 1.2 5 
Gaya(Bihar) . . . . . . 16 1.2 Nil. 
Bankura (W. Bengal) . . . . . 17 1.2 3 
Birbhun (W. Bcngal) . . , . . 18 1.2 2 

Puri (Orissa). . . . , . . 19 1.2 10 

Chiigleput (Tamil Nadu) . . .  20 1.1 4 
Bastar (M.P.) . . . . .  2 I 1.1 3 
Singbhun (Bihar) . . . . . 22 1.1 Nil 
Gun- (A.P.) . . . . .  23 1.0 10 

West Binajpur (W. Bengal) . . .  W 1-0 2 

Ranchi (Bihar) . . . . .  25 1.0 I 

North Arcot (Tamil N d u )  . . . 26 1.0 I 
Koraput (Orissa) . . . . .  27 1.0 8 
Srikakulam (AS.) . . . . 28 0'9 6 
Ganjam (Orissa) . . . . .  29 0 . 9  4 
Champaran (Bihar) . . . . . 30 0.9 Nil 
Palaghat (Kerala) . . . . .  31 0.9 7 
Balarorc (Kerala) . . . . .  32 0.9 4 - - 



Tirunelveli (Tamil Nadu) . . .  
Tlruchirapalli (Tamil Nadu) . . . 
Hazaribagh (Bihar) . . . , . 
phandara (Mahararhtra) . , .  
Nellore (A.P.) . . . . .  
Murshidabad (West Bengal) . . .  
purnea (Bihar) . . . . .  
Mayurbhanj (Orissa) . . . . . 
Raigarh (M.P.) . . . . .  
Kamrup (Assam) . . . . .  

4 
I 

Nil 
27 
I I 

N11 
I 

4 
8 
5 



APPENDIX M 

(See page 99 of Report) 

Percartage of utiliration of effeftive Capadty of coop era ti*^ G o d o m  in 196511968 
(Result o j  Sample Sutvey) 

- - - - 
State Percentage of effective storage capacity Over all percentage of 

utilised in each godown effective stora e ca acitp 
utilised in & &ate 

S. N. 
Godown Rural Marketing Rural Marketing 

No. Godoan Godown Godowns Godowns 

I. Maharashtra . I SO 42 53 
2 60 59 
3 rented to rented to 

Gox-t. Gon.  
4 I00 2s 

5 I0 78 
6 IDO 

2. Gujarat I 142 
2 

56 
67 69 

3 70 141 
4 73 I33 
5 42 99 
6 1 7 147 
7 128 100 
8 72 
9 42 
10 I7 

I ss 12 31 
2 I4 25 
3 50 18 
4 40 I5 
5 77 
6 I 6 
7 14 
8 15 
9 20 
10 I 6 

4. Madhya PrPdesh I 48 62 
2 41 3 5 
3 63 123 
4 50 45 
5 
6 

3 8 103 
59 41 

7 26 
8 93 
9 47 
10 I 8 

112 



j. Madras a 

8.  West Bengd . I 8 3 66 
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APPENDIX VIII 

Summary of main Conclusions/Recommendations 

St. Para No. MinistrylDepartment Ccnclusions/Recomendations 
No. of Report Concerned 

-- - - - - -- - - - - --- - - -- - - - - - - -- - - 

I 2 3 4 
- - -  - - - - -  - -- --- -- - - 

I .  1.19. Deptt of Cooperation The Committee observe that Central assistance to States for 
the majority of cooperative schemes is at present being routed t; 
through the National Cooperative Development Corporation. I t  has 
been stated that this arrangement is advantageous for a variety of 
reasons. It  prevents diversion of assistance by States to other 
sectors, secures association of the Corporation with the implementa- 
tion of co-operative schemes thereby facilitating formulation of 
programmes on sound and realistic lines and ensures association 
of non-official leadership with the cooperative movement. The Com- 
mittee are, however, unable to accept these arguments as valid for 

I 
the following reasons: 

(i) The Corporation is not at present in a position effectively 
to stop diversion of funds by the States, if at all it is \ 



Deptt. of Cooperation (contd .) taking place. I t  is releasing assistance for schemes on the 
basis of proforma submitted by State Registrars of Co- 
operative Societies which give details of proposals, esti- 
mates, or expenditure incurred etc. As pointed out by 
a Study Group of the Administrative Reforms Commis- 
sion "no detailed scrutiny" is done by the Corporation; 
"but on the basis of facts intimated in the prescribed 
form financial assistance is released." The Study Group 
concluded that this 'spoon-feeding is unnecessary and 
undesirable" and "leads to an avoidable load of work and 
unnecessary centralisation of functions at headquartersw 
which "can be done away with." It was stated during g 
evidence that the Corporation does conduct scrutiny prior 
to release of assistance in respect of centrally-sponsored 
schemes (as opposed to centrally-aided schemes). The 
data furnished to the Committee, however, shows that 
the number of centrally-sponsored schemes a t  present 
administered by the Corporation is only 1. 

The only other check on utilisation of funds that the Car- 
poration has is the utilisation certificates that i t  obtains 
from the State Governments. The findings in a later 
section of this report will, however, show that these 
utilisation certificates are furnished on the basis of "mere* 



beptt. of &npcration-(Contd.) disbursements" without ascertaining how far moneys havC 
been applied for the various schemes for which assistance 
has been given. 

(ii) For other Plan Schemes, Central assistance is now releas- 
ed to States under a system of block loans and grants, 
without relating them to specifice sub-heads. In respect 
of these releases, States enjoy flexibility in utilisation of 
funds, subject to the need to conform to certain priorities 
arising out of the Plan. There is no reason why funds 
released by National Cooperative Development Corpora- 
tion for certain cooperative schemes should be made an  
exception to this arrangement which covers other fields 
of Central assistmce, involving substantial outIay. What 

c-. 
makes the arrangement inco~lsistent is the fact that there $ 
are cooperative schemes themselves outside the purview 
of the National Cocperative Development Corporation i n  
respect of which release of assistance to the State Gov- 
ernments is made under the system of block loans and 
grants. 

(iii) It has been stated that National Cooperative Development 
Corporation evaluates schemes for which assistance is 
released by it and thereby a realistic formulation of pro- 
grammes is facilitated. The findings in the later section 

, a of the Report will show that important schemes like 
cooperative marketing have never been subjected to an  
overall appraisal by the Corporation at  any stage. The 

- 





mediary in the process of channelisation cjf funds t~ co- 
operatives. 

The National Cooper?tive Development Corporation is a 
successor to the National Cooperative Development and Warehous- 
ing Board which was set up ss a rtsult of the recommendations of 
the All-India Rural Credit Survey Ccmmittee. At the time the 
National Coopera~ive Devehpment and Warehousing Board was set 
up in 1956, the work relating to cbdperation "was handled by a 
small division in the Ministry of Food and Agriculturew.* As point- 
ed out by the Expert Committee on 'Financing of Cooperative Pro- 
cessing', one of the considerations of the Rural Credit Survey Com- 
mittee in recommending estab!ishment ot a statutory body with an  
independent fund of its own "was to insulate the proceesing, market- 
ing and other cooperative development prcgrammes from the limita- - 
lions of annual budgetary allocatioris" as a prelude to their becoming E; 
"a non-departme~tal and non-Government activity." This objective 
hcs not been achieved anti the National Cooperative Development 
Corporation functions just like c t h r  Government Departments, th 
funds provided to it by Government being subject to lapse, i 
not utilised, at the end of the financial year. Besides, there i i )  
now a full-fledged Department of Cooperation under Government 
wh~ch came into existence ir ;VIE, subsequent to the formation of 
the Statutory Foard. The Committee have reasons to doubt 
wnetller the exi i texe  of an oficinl organisation like the National 
Cooperative Development Cor~c*stion in the cooperative sphere, 
besides the Departtrent of Co?pcrnti(ln is at  all necessary. Besides 

. - - - - -. - ~ 
- . . ~ - - 

DRrpat of the Working Group of .r\dministrative Reforms Commission on Cooperation. 



Deptt. of Cooperation-(~ontd.) the existence of two offlcial agencies will not certainly be conducive 
to the 'de-officialisation' of the cocperative movement. 

3. 1.21. -do- 
The Committee would like Government to remit the foregoing- 

cmsideration for detailed expert study and come to a decision 
on the necessity for the continuance of the National Cooperative 
Development Corporation. In any case, even if there is justification 
for the organisation, the present system of channelising Central 
assistance to the States through the Corporation does not appear 
to be necessary. 

Cooperative marketing societies in the country have received 
financial assistance amounting to about Rs. 10 crores from the ,-. 
National Cooperative Development Corporation till March, 1968. o 
Statistics about the growth of these societies which have been 'Im 
furnished to the Committee look impressive. Without belittling the 
achievements of some of the cooperatives, notably the National and 
some of the State Marketing Federations, the Committee would 
like to point out that these statistics conceal quite a few vital 
deficiencies in the cooperative marketing movement. The Committee 
have listed some of them below: 

I 
(i) The 'owned funds' of primary societies have increased 

from Rs. 3.82 crores in 1957-58 to Rs. 33.13 crores 
1966-67. However, this impressive increase has 
largely due to the progressive increase in financial 
port from Government. Taking share capital oontribu- 



tion alone, Guvernment assistance irxreased from Rs. 0:64 
crore of 1957-58 (i.e., one-sixth of the 'owned funds') ta 
Rs. 14.44 crores in 1966-67 (i.e., more than two-fifths of 
the 'owned funds'). A similar increase in the scale of 
Government assistance can also be observed in the case 
of Central marketing societies and State Apex Federations. 

(ii) The turnover of the primary marketing societies has shown 
a spurt. I t  was about Rs. 70 crores in 1955-56 and accord- 
ing to data given by the Reserve Bank, it has increased to 
Rs. 316.9 crores in 1965-66, Rs. 3669 crores in 1966-61 and 
Rs. 412 crores in 1967-68. However, this increase in turn- 
over has to be weighed against several factors mentioned - 
below. N 

M 

In the first place, the turnover is attributable to a relatively 
small proportioa of societies. The Reserve Bank reported in 1969* 
that out ot 3,295 societies in 1966-67, the number of societies "doing 
marketing business" was 2,300. More recently a t  the meeting of 
Ministers of Cooperation held at Bangalore in July, 1969, i t  was 
reported that "25 per cent of the primary marketing societies do not 
undertake marketing and the marketing operations of another 25 per 
cent are less than Rs. 1 lakh each." 



- -- - -  
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5 2.25 Deptt. of Cooperation-(contd.) In  the second place, the figures of turnover are not by t h e m  
sdves very reliable. A sample survey carried out by the Reserve 
Bank covering 22 primary marketing societies indicated that the 
reported turnover of marketing societies included "even fictitious 
marketihg transactions", apart from pledged produce which the 
loanees had redeemed from the societies for sale through alternative 
channels. The Dantwala Committee also recognised the "possibility 
of inaccuracies and also duplication in the statistics a t  primary 
levels." 

Thirdly, sales of agricultural produce and agricultural 
requisites constitute the bulk of the turnover of societies. The 
statistics given by the Reserve Bank in their Review would show 
that 60 per cent to 70 per cent of the agricultural produce handled 
was attributable to the States or the Food Corporation giving the 
societies a virtual monopoly in procurement operations. As regards 
agricultural requisites, the data incorporated in the Reserve Bank's 
Review would show tkat fertilisers accounted for the bulk of the 
sale and that in most of the States, cooperatives had been appointed 
as 'sole agents' for distribution of agricultural requisites, including 
chemical fertilisers. 

The last and most serious qualification concerning the 
marketing operations of the societies is the fact painted out by the 



Keserve Bank in their sample survey that " ~ n  d number of soc~eties, 
the agencles from whom they purchased the produce were traders'' 
and "the agency on whom they depended for the sale of the 
were also the traders to a very large extent." This seems to be 
true not only of primary societies, but also of societies in the upper 
tier, which, according to the findings reported to the Conference of 
Ministers were making "purchases in hlandis not from growers." 
In the opinion of the Committee, this is alien to the very concept 
of cooperation which seeks to eliminate the middleman and his 
margin, in the interests of the growers as well as the consumers. 

The Committee observe that Government themselves are of 
the view that "the position of marketing societies is not an ideal 
one." The foregoing review suggests that remedial action should 2 
follow the lines set out below: 

( i )  The capital base of marketing societies will have to be' 
strengthened so that their turnover could be increased. 
The Dantwala Committee had as early as 1966 pointed out 
that "an average primary marketing society will need a 
capital base of about Rs. 2 lakhs to enable it to have a 
reasonable turnover." The capital base should be propped 
up not by Government but mainly by the societies them- 
selyes, so that more and more cultivators could acquire 
a stake in their working. 

(ii) The Dantwala Committee had pointed out that "3he Bulk 
of the marketable surplus of the farmer k &d in ~lllyes." 

_ - -- --- 
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Deptt . of Cooperation-cmrd. The societies should not, therefore, be "content to handle 
whatever comes to their door" but should be revitalised 
and encouraged to go to the villages so that their 

altogether eliminated. 
dependence on intermediaries could be reduced, if not 

(iii) Societies at various tiers, primary, district and apex 
societies should function as a concatenated whole, without 
by-passing each other, as, 'in the absence of a coordinated 
effort on their part, middlemen will flourish. 

(iv) Outright purchases by cooperatives will act as a great J inducement to cultivators. The National Cooperative o 
Development Corporation has started a scheme for sub- 
sidising losses on such purchases, but the data furnished 
to the Committee shows that there have been instances' 
of such subsidies being used to cover up losses sustained 
by societies in making purchases from middlemen and 
not from growers. This tendency should be curbed. 

(v) Agricultural credit societies extend loans to cultivators. 
The a l i a t i o n  of these societies to marketing societies 
should help to establish a link between credit and market- 
ing and facilitate recovery of credit through sale of produce 
through marketing societies. Though the progress in 



(vi) 

(vii) 

affiliation has been quite satisfactory, a large proportion. 
of recoveries of credit (86 per cent) continue to be made 
in cash. This shows that cultivators, after availing of 
credit facilities from the cooperatives, prefer not to use 
their agency for sale of produce. The causes underlying 
this phenomenon should be closely studied and appropriate 
remedial measures taken. 

Concerted steps should be taken to eliminate middlemen 
and traders who have acquired a vested interest in these 
societies. The Committee have dealt with the question 
of vested interests in some detail later in this report. 

The Dantwala Committee had in 1966 drawn attention to 
the existence of a large number of weak societies and 
suggested a programme for their revitalisation. The dat 
furnished to the Conference of Ministers of Cooperatio 
in July, 1968 would suggest that roughly 25 per cent of the 3 
societies fall in this category. The Committee find it 
difficult to understand why, even though four years have 
passed since the Dantwala Committee reported, a survey 
of weak societies has still not been completed. This only 
shows that the National Cooperative Development Cor- 
poration is not sufficiently alive to its responsibilities in 
this regard. What is even more regrettable is that the 
Corporation does not even have information about the 
quantum of financial assistance extended by i t  to the weak 



1)eptt. of Coopxxion--conrd and moribund societies. The Cor~lLnittee would l& a 
programme for revitalisation to be launched wi&out 
further delay. The weak and efFete societies i w y  Wve 
to be written off and realistic norms of operatiobs fixed 
for societies in future. Each society will have to draw 
up a phased programme for increasing its turnover for 
implementation. 

-do- The Committee observe that during the Fourth Plan, an out- 
ning  Cnmmissiol lay of Rs. 45 crores is contemplated in the cooperative marketing 

sector. The experience gained so far suggests that planning for 
this sector has been impractical and unbusinesslike. There has been - 
what the Reserve Bank Survey has characterised as a "target % 
approach" to the whole movement, which has resulted in prolifera- 
tion of societies with "very little attention" to "appropriate norms 
in regard to the coverage of area, the volume of agricultural pro- 
duce, etc." to be handled by the societies. The Committee, therefore, 

\ 
feel that the accent during the Fourth Plan should be on consolida- 
tion of the position of existing societies rather than on creation of 
new societies. 

I k ~ t t  of co~pr~ l t ion  The Committee observe that the National Cooperative Deve- 
lopment Corporation has provided financial assistance amounting to 
Rs. 26 crores to the end of March, 1968 for various schemes in the 
cooperative processing sector. While the performance has been 
impressive in certain spheres. notably in the field of sugarcane pro-- 



cessing, where the cooperative factories between them account for 
a third of the country's sugar production*, the overall position has 
to be considered unsatisfactory for the following reasons: 

(i) There is a heavy backlog in installation of processing 
units. At the end of March, 1968, as many as 583 units 
out of 1,580 units organised i.e., 37 per cent had not been 
installed. Of the uninstalled units, the majority, i.e., 519 
units were organised two years back or even in earlier 
years, going back to 1960-61. Considering that it takes 
about two years to install a processing unit, the  perform^ 
ance has to be considered rather poor. It has been indi- 
cated to the Committee that there has been an improve- 
ment in the position lately, but the data on this point 
shows that, as on 31st March, 1969, 471 units out of 1,672 
remained uninstalled This is about 28 per cent of the -$ 
number of the units organised. 

The delay in the installation of these units is bound to push 
up costs and has led to Government capital getting avoid- 
ably blocked up. Complete information on this point 
strangely enough is not available with the National Co- 
operative Development Corporation, which provided 
financial assistance to these units. Such data as has been 
furnished shows that a sum of Rs. 709-73 lakhs had been 
invested by Government in 386 of the minstalled units. 
Of this investment, a sum of Rs. 289.79 laks, i.e., over 

*-R~*W dcooprrativc Movement in India-1966-68 R:s:ve Ba.& $ I  1:lli.i 1 1  t tar\*. 1y72\" 
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Deptt . of Cooperation-conrJ. a third of the assistance had been provided in 196566 or 
earlier years, going back to 1960-61. 

The Committee note that the progress in installation has been 
particularly poor in regard to paddy mills and hullers 
(27 per cent uninstalled), oil mills (33 per cent uninstalled) 
and some of the plantation crop units (50 per cent un- 
installed), to cite just a few major schemes. The progress 
as between the various States has also been very uneven. 
For instance, in Rajasthan, where assistance has been 
provided for setting up 6 rice mills, not one has so far 
been installed. 

(ii) Units already set up are plagued by the problem of 
inadequate utilisation of the capacity installed. The 
statistics furnished to the Committee in this regard are 
very revealing. In sugarcane the capacity utilised is about 
two-thirds of that installed and in cotton ginneries and 
groundnut processing units, one-third. Data in regard to 
paddy and rice units is not available, but the statistics 
collected by the Reserve Bank indicate that the quantity 
processed in 1966-67 was of the order of 0.89 lakh tonnes. 
As against this, the capacity of the units installed a s  a t  
the end of March, 1968 was 18.63 lakh tonnes. Eveh 



allowing for the fact that the two sets of data are .not 
strictly comparable, it is obvious that the utilisation of 
capacity is only fractional. 

An examination of the reasons given for under-utilisation of 
capacity indicates that it has been caused by inadequate 
supply of raw material, lack of working capital and suit- 
able managerial personnel. The Committee can only 
conclude from this that planning for these cooperatives 
has been lop-sided and that, in their enthusidsm t o  
organise cooperatives, Government overlooked various 
inherent practical difficulties. 

One point bearing on the underutilisation of the capacity of 
rice mills needs particular mention. The utilisation of $ 
their capacity seems to have been hampered due to faulty 
location. The statistics regarding the rice mills organised 
in the cooperative sector in various parts of the country 
given at Appendix V to this report would indicate that 
the number of units organised in various districts bears 
no correlation to the relative importance of those districts 
in rice production in the country. While factors like 
existence of capacity in those districts could have con- 
ceivably weighed with the Corporation, the statistics leave 
some room for doubt whether adequate attention was 
paid to the location factor. 



- - - - - - . - - -- - - - - 
Deptt. of Cooperation-conrd (iii) Adequate notice does not seem to have been taken of 

exlsting capacity in various fields before organising 
cooperative processing units. The EJL- Committee on 
Financing of Cooperatives pointed out tar instance that 
in the field of cotton processing "no precise information 
is available about the ginning and pressing factories in 
the country" and that an assessment made in 1963-64 
indicated that nearly a fifth of the existing units "were 
either idle or closed down permanently." In regard to 
groundnut processing, the Expert Committee similarly 
drew attention to the fact that "no reliable statistics are 
available regarding the number of various types of units 0 

in operation." The Committee find little reason for wonder 
that cooperative processing units set up in these fields 
have failed to utilise more than a third of their capacity. 

The Committee would like to make the  following suggestions: 

(i) Capital has remained avoidably locked up in processing 
units which have not yet been installed. In respect of 
the units which have remained uninstalled for two years 
or more, a reasonable period should be given to the unit 
for installation, failing which the financial assistance given 
to it  should be rctoverrd. 



( 1 1 )  The existmg system 01 release 01 assistance is not adequate- 
ly progress-oriented. 50 per cent of the assistance is 
extended after preliminary clearance and the balance after 
choice of site etc. The assistance should be phased out 
over a larger number of instalments which should be 
related to the progress of the work. 

(iii)  The alarming extent of underutilisation of capacity con- 
stitutes a waste of national resources. Concrete steps 
should be taken to bring about better utilisation. 

Deptt of Cooperallon 
Planning Commission 

(iv) Government are proposing a further investment of Rs. 21-72 
crores in organising 399 new units during the Fourth 
Plan. With a substantial capacity already created still - 
remaining under-utilised and with the prospect of more 2 
capacity being created, after the heavy backlog of un- 
installed units is cleared, the Committee see reason to 
apprehend that the organisation of more processing units 
will only aggravate the existing situation. Besides, as the 
Committee have pointed out earlier. enough homework 
has not been done to ascertain what capacity is available 
in various fields. If the organisation of nrw units is con- 
sidered necessary. the Committee would like Government 
to ensure that the proposals in that regard are formulated 
only after adequate feasibility studies, which duly take 
note of factors like unsatisfied demand. location. require- 
ments of working capital, managerial rapacity etc. In the 

-- - . .-. -- - - - - - ~ ~ -  - .  - . .-- . - 



Deptt . of Cooperatior+contd. meantime, stress should be on modernisation of conven- 
tional units where utilisation has been high. 

The Committee are not happy about the progress achieved in 
the scheme for provision of cooperative godowns, in which the invest- 
ment by the Corporation as at the end of March, 1968 amounted to 
Rs. 1,440 lakhs. 

In the first place, as many as 4,029 rural and mandi godowns, 
or nearly a third of the godowns assisted, have not come up. Data 
about the year in which the construction of these godowns was 

CI started, which unfortunately is not complete, shows that the con- 
struction in respect of 178 of the godowns had commenced between 
1956-57 and 1960-61 and 2,828 other godowns thereafter. I t  is strange 
that when "normally a godown takes two years to complete con- 
struction", such a large number of godowns should remain incom- 
plete over such a long period. What is even more hard to explain 
is that as much as 48 per cent of godowns taken up for construction 
under "a crash scheme" have still to be completed. The amount of 
money blocked up in 3,477 incomplete godowns under construction 
is Rs. 33 lakhs. As this data does not cover all the incomplete 
godowns, the Corporation not being in a position to give complete 
information in this regard, the money locked up in godowns yet 
come up should be much' larqer. 



In the second place, construction of godowns has been 
abandoned in a large number of cases. The number of ca& of 
such abandonment as indicated in the Annual Report of the National 
Cooperative Development Corporation is 557. It  is obvious, there- 
fore, that the Corporation failed to screen proposals for cocstruction 
of godowns with sufficient care. 

Thirdly, the utilisation of capacity of completed godowns, as 
reflected in sample surveys carried out by the Corporation, has not 
been very satisfactory. 32 per cent of the godowns covered by the 
survey utiIised 75 per cent of their effective capacity; 31 per cent 
of the godowns, between 41 per cent and 75 per cent of the capacity; 
30 per cent of the godowns utilised capacity to the extent of 11 per 
c e n t 4 0  per cent; while the capacity in the remaining 7 per cent 
had not been utilised to the extent of more than 10 per cent. 
"Renting of godowns by the societies to Government appears to 
be quite common" and construction of new storage capacity in some 
places "was well ahead of and in excess of demand." Apart from 
this factor, faulty location of godowns seems to hzve slbstantially 
impeded utilisation of capacity. 

Fourthly. while the utilisation of cooperative godonrns has been 
pool, the cooperatives' occupancy of the Central Warehousing Corpo- 
rstions godowns is as high as 30 per cent of the space occu2ied*. 
The Cooperatives also deposit their produce in :be godowns of the 
State Warehousing Co~pora t~on 

- -- - 
,Paragraphs 24-29 of lhe 9th Report of the Cornrntt tee on IJuhlic tJ1kiertdL nq,  (F(urr h I \ahha). 
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17 4.20 Deptt. of Cooperat~on--c~mrtf. In the hght of the foregomg findings, the C?mnuttec would 
like Government to initlate action on the follo5~ing lines: 

(i) Proposals for construction of godowns are okviously not 
examined by the Corporation \-:ith requisite care. I t  is 
necessary to streamline the procedures for examination 
of these proposals, so that their \lability may he examined 

L-- from all angles, such a?: location, demand et?. 

( i i )  A number of States jn which godowns have b ~ e n  con- 
structed have yet to carry out surveys to assess utilisation 
of capacity in  t h i x  godowns. A regular drill should be - 
laid down in this regard, so that adequate data is periodi- 
ca11y collected. Such data would also ~ r o v l d c  a useful 
guideline for future planning for godown capscis;.. 

G~ ( 1 1 1 )  The inadequate utllisation of capacity In godowns already 
constructed will act as a drag on the finances of the 
societies which haye raised those qc4owns Purposeful 
steps have to be taken to ensure that thew c~cperst ives  
attract custom. 

(iv) Godowns are also being constructed by the Focd Corpora- 
tion of India. the Central Warehousing Corprat ion and 
the State Werhousing Corporations. The reasens for high 
utilisation o f  t h ~ i r  pdowns  bp the  crwperatil-~s ~hou ld  



be enqu~ec! I I ? : ~ .  '1 i ~ t .  i-uul-ttl P!an p~.opos:r:- envisage 
augmentat~on of storage capacity in the cooperative sector. 
to the tune of 1.6 million tomes.  While it is indisputable 
that, with the favourable trend of harvests in the recent 
years the demand for the additional storage capacity 
would increase, it will still be necessary to ensure propel 
coordination and demarcation of spheres between the 
various authorities u~idertaking construction 9f g c d o w ~ s ,  
so that wasteful duplication of efforts does not t2ke place. 

, 
( v j  Cases where godowns have been under construction for 

two years or more will need particular attention. The 
factors leading to delay should be closely examined to 
ascertain whether the original proposals are sound in the 
changed context of things. In  respect of those 557 cases. 
whc~rc~ construction uf godowns has been pbnndoned, 
refund o f  the assistance given should be promptly 
obtained. 

The Comrn~t tc~ ,  find thc progress 111 regard to installation of 
cold .;torages disappointing. Assistance amounting to Rs. 369 lakhs 
had been provided by t h c  Corporation to the end of March, 1968 
for the installation of 67 cold storages. 50 of these cold storages 
(assistance provided-Rs. 213 Inkhs) had not been commissioned till 
1968-69. 47 of them after a lapse of two to four vears. 

The Committee 11ot1. that the poqition as at the  end of June. 
1969 indicates some improvement. in that 55 units had been indalled 
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Deptt. of C o ~ p e r a t i ~ ~ - - . c ~ ~ ~ d .  as against 87 assisted. There is, however, still scope for improve- 
ment, considering that "it normally takes one to two years to set 
up a cold storage plant." Proposals for installing 8 units have been 
reported to have been scrapped. The Committee would like the 
Corporation to ensure that the financial assistance provided for 
these 8 units is promptly refunded by the State Governments con- 
cerned. 

The Committee observe that there is a proposal to set up 45 
cold storages during the Fourth Plan in the cooperative sector. A 

C1 Working Group of the Planning Commission had, however, recom- 
mended that the development of cold storage capacity during the 
Fourth Plan "may be left to take place in the private sector which 

'lanning has exhibited the requisite enterprise in this sphere." The proposal 
for further development of cooperative cold storage is not consistent 
with the view taken by the Working Group of the Planning Com- 
mission. The Committee would like the proposal to be further 
examined in order to bring about proper utilisation of scarce 
resources according to a system of priorities. 

Deptt. of Cooperation The existing cold storages in the cooperative sector are still 
in the process of gestation as would be evident from the results of 
the review of their operations conducted by the National Coopepem- 
tive Development Corporation which are given in this section of 



d o -  

the report. I t  is, therefore, ntcessarl- that due note should be 
taken of the results of their working before launching cew uniJs. ' 

The Committee are disappointed with the performance of 
export-oriented cooperatives which have been assisted by the 
National Cooperative Development Corporation. Assistance amount- 
ing to Rs. 165 lakhs has been provided since 1966-67 to 23 units in  
an effort to boost the country's exports, though no definite export 
targets were set. Only 9 of these units have so far gone into pro- 
duction and 2 units have made exports, the remaining 7 being still 
"in their gestation period." 

The Committee would like action to be taken by the Corpora- 
tion to ensure speedy installation of the remaining 14 units. A 

CI definite export programme for these units should also be drawn up 
for implementation 

The Committee observe that the Corporation has still to 
obtain acknowledgements of the correctness of loan balances amount- 
ing to Rs. 7.94 crores from different State Governments. They 
would like the matter to be followed up and the requisite confirma- 
tions to he obtained speedily. 

The existing system for obtaining utilisation certificates from 
State Governments cannot be considered satisfactory. These certi- 
ficates are furnished by the State Governments on the basis of 
dishursement of funds to the cooperatives and not after ascertaining 
the actrtal utilisation of the funds by the cooperatives themselves. 

-. - .- - 



While i t  is no doubt necessary to eilsure that the funds made avail- 
@? to State Governments are disbursed by them, it is also n&es- 

*sary that the manner of actual application of these funds should 
be kept under watch. The Committee would like a suitable 
arrangement to be evolved in this regard. 

The Committee note that there have been some instances of 
deviationinon-utilisation or ineffective utilisation of funds made 
available to the States for certain schemes. In one case, a State 
Government charged the cooperatives a higher rate of interest on 
loans than provided in the terms and conditions on which funds for 
the loans were provided to that Government by the Corporation. 
In  anothel. case. where assistance to the tune of Rs. 4-69 lakhs was 
provided from August, 1966 onwards by the Corporation to a State 
for setting up a cooperative,rice mill, the mill has yet to go into 
effective operation. There has been a third case, where assistance 
amounting to Rs. 2 lakhs was provided to a State Government for 
a pilot cooperative project for insecticides. which has not yet come 
up. The Corporation is stated to be pursuing all these cases. I t  
is hoped that proper overhaul of their structure would be Carried 
out in order to make up the deficiencies. The Committee would l i b  
to be apprised of thr  outcome of the Corporation's efforts in this 
regards. 



The Committee find that the progress of the cooperative move- ' 
ment in the country has been very uneven. The movement has yet 
to strike firm roots in places like Rajasthan, Bihar, Orissa which 
are comparatively less developed in this regard than areas like 
Maharashtra, Gujarat, Punjab. 

The Committee recognise that the development of cooperatives 
in these areas will be conditioned largely by sound leadership and 
the popular support for the movement and that the provision of 
financial incentives by Government cannot by itself effectiveb 
up these voids. Still Government will do well to examine how 
best the movement can be stimulated in these areas by enlisting 
the support of the public which should be suitably educated for this - purpose. 

The Committee are disturbed to find that vested interests are 
subverting the working of cooperatl;.. ., in the country. These 
interests have managed to perpetuate themselves in office and corner 
"the lion's share" of the societies' services "for self, friends and 
relatives." A host of devices have been employed by them such 
as "restriction on admission of fresh members", avoiding general body 
meetings, "manipulating elections", "employing near relations in the 
paid services" of cooperatives, "granting liberal loans to friends and 
relatives", not recovering these loans etc. In the result, as was 
pointed out at the conference of Ministers of Cooperation held in 
Bangalore in July, 1968. "very often 15 per cent to 20 per cent of' 



Dcptt. of Cooperation-(contd . the membership are in a position to get the major benefit from 
cooperatives." The scope for self-aggrandisement and personal 
enric~irnent should be very vast indeed, considering that the National 
Cooperative Development Corporation alone has extended assistance 
aggregating R.. 99 crores to cooperatives till the end of 1967-68. 
Bc.iides, Govel nment :lave on their own been extending assistance 
on a sizeable scale for schemes connected with consumer cooperatives, 
lahvur cociperativcs, thrift and credit societies etc. 

In the opinion of the Committee, this situation is fraught 
with great da~:ger fol. the  future of coop~rative movement and will 
undermine people's faith in its usefulnes~ :nd wcessity. As early 
as 1965. the Mirdha Committee had investigated this problem and 
rep01 tcd on the measure: necessary to eliminate the vested interests. 
Effc~tive measures. ndministrative a.; well as Irgislative, are, how- 
ever. still to be taken. though lip-serl-icr' continues to be paid. A 
conference of State Ministers endorsed the suggestions of the Mirdha 
Committee in November. 1965. Thereafter a conference of Chief 
Ministers considered the m a t h  f l l r t h~ r  in June. 1968 an6 formulat- 
ed a series of suggestions. Only one State has s r ~  far undertaken 
comprehensive leyislation incorporating the recommendations of the 
Chicf Ninistcrs conference, hut the Committee gather that even 
t h ~ t  State has vet  to formulate rules under the Art to give effect 
tc, f h p  1prf icl-f ; ,>- ,  T1.q -:-l , , , ' .-  : s  . ,p  r n o ~ q ~ ; ~ : ~ : ] p  rontinues t.: he - 



the ,I j L  :I + . a  e,t wqference ;f Mimst.ers 
1 e n . J ~  1 I r 1, rol t 115 purpoce "a certaln amount 
of c o n l p u l ~ ~ c ~ n  l l c . c  I+ 1,- :u! out  " The Committee feel that in 
order to glle n e c ~  ,- . I \  ~ m p e t u -  to the movement the Central Gov- 
ernment should t 7 k ~  3 r n o x  actlye part in providing leadership t o  
the  States ~n t h ~ s  matter. 

The Committee recoqnise that "vested interests in coopera- 
tives cannot be tarklcd in isolatioi: from the rest of the  community" 
and that the problem hss to be viewed against the background of 
"the politicn! climate of the country, the  social traditions and t h e  
general level of educational development." Nevertheless what can 
be done to  remedy the situation ha. not yet been even attempted. 
The Committee would like the Government of India to take - 
up the mattrr  with t h t  State Gnwrnments in right earnest. so tha t  f: 

suit?hle iegi.;ln!;ve and administrative measures are initiated1 with- 
out further delav. The aim should be to secure that- 

(a) pos~tions of influenre in cooperative societies are 
monopolixd by a few irlfluent~al persons and no one 
allowed to hold more than one or two key posts at  
apex. district or taluka level; 

(17) l .>~mber?hip of societies is open to all; 

(c) persons conducting business in competition with societies 
are  debarred from membership; 
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beptt. of *ation (ooatd.) (d) transactions in so far as they pertain to members of 
managing committee of societies or their relatives are 
adequately publicised; 

(e) elections are regularly and properly conducted; 

(f)  accounts of societies are regularly audited and the results 
of audit reported to the General Body promptly. 

In the foregoing sections of the Report, the Committee have 
5 

reviewed the progress made in certain sectors of cooperative activity 
like marketing, processing and storage. The investment of Govern- 
ment in these sectors, channelised through the National Cooperative 
Development Corporation, amwnted to about Rs. 55 crores as at  
the end of 1967-68. 

The review shows a number of shortcomings in these sectors: 

(i) The organisation of societies seems to have proceeded on * 

the basis of what the Reserve Bank has aptly characteris- 
ed as a 'target approach' to the whole movement. This 
has resulted in accelerated organisation of a number of 
cooperative societies without adequate investigation about \ 



their viability. In cmsequencc, a number of societies set 
up in various sectors are either moribund or are riot \ 
functioning effectively. As examples may be cited, the  
marketing sector where 25 per cent of the societies are  
doing no business, or the processing sector, where capacity 
installed has not been gainfully utilised in several fields 
like paddy processing. cotton ginning etc. The same 
problems of gainful utilisation is faced by cooperative 
godowns also. 

(i i)  Ambitious plans for organisation of new societies have I suffered for lack of a purposeful follow-up. This is reflect- 
ed in a large number of processing units, cold storages, 

U godowns etc. not having come up. years after financial 
assistance for these units was disbursed. The delay in 
installation, apart from pushin? up the cost of these pro- 
jects. has ~ s u l t e d  in a substantial amnunt of Govern- 
ment capital getting blocked up. 

(iii) The cooperative movement is still largely dependent on 
Government for its survival. The cooperative marketing 
structure in particular has been reared on business which 
has been provided to it by Government almost on a 
monopoly basis. While Government support is certainly 
e s ~ n t i a l ,  the societies should also be encouraged to stand 
on their own legs, b:: enlisting the support, loyalty and 



Deptt. of Cooperation (contd). assistance of their constituents and diversifying their 
activities. 






