P. A. C. No.

PUBLIC ACCOUNTS COMMITTEE
(1972-73)

(FIFTH LOK SABHA)

EIGHTY-FOURTH REPORT

[Para 71 of the Rt:ﬁort of the Comptroler and Auditor

General of India for the year 1969-70 — Central
Government (Civil) — relating to Department of
Cooperation].

LOK SABHA SECRETARIAT
NEW DELHI

pril, 1973/Chaitra, 1895 (Saka)
33é?7 f//L Price : Rs. 1.40
L 2



LIST OF AUTHORISED AGENTS FOR THE SALE OF LOK

SABHA SECRETARIAT PUBLICATIONS

Sl.

Name of Agent ency Sl Name of Agent ncy
No. Aglo._; No., A Agl.;lo.
ANDHRA PRADESH 12, Charles Lambert & Com- 30
. . pany, 101, Mahatma Gan-
1, Andhra University General 8 dhi Road, Opposite Clock
Cooperative Stores Ltd., Tower, Fort, Bombay.
Waltair (Visakhapatnam)
) 13. The Current Book House, 6°
2, G.R.Lakshmipathy Chetty 94 Maruti Lane, Raghunath
and Sons, General Mer- Dadaji Street, Bombay-1.
chants and News Agents,
Newpet,  Chandragiri, 14. Deccan Book Stall, Fer- 65
Chittoor District. on  Collcge, Road,
E::ma-.;.
ASSAM 15. M/s. Usha Book  Depot s
585/A, Chira Bazar, Khan
3. Western Book Depot, Pan 7 House, Girigaum Road,
Bazar, Gauhati. Bombay-2, B&
BIHAR MYSORE
4 Amar Kiwb Ghar, Post 37  16. MJs. Peoples Book House 16
Box 78, Diagonal Road, Opp. ]onl;ul:mohun Pmcc:
Jamshedpur. ysore-I,
s. Vijay Stores, Station Road, 35 17. Information Centre, 38
and. Government of Réipsthm,
6, The New Order Book Com- 63 Tripoli, Jaipur City.
pany, Ellis, Bridge, Ahme-
dabad-6. UTTAR PRADESH
18, Swastik Industrial Works, 2
HARYANA 59, Holi  Street, Mecrut,
7 hg:i Prabbu Book Service, 14 City. |
ubzimandi, Gurgaon, 19. Law Book  Company, 8
(Haryanal. Surdar Parel Marg, Aughi. !
-1,
MADHYA PRADESH
8, Modern Book House, Shiv 13
Vilas Place, Indore City. WEST BENGAL
MAJI'A™ "WTRA ™ 20. Granthaloka, 5/1, Ambica 10
Mookherjee Roc’d, Belghe-
9, M/s. Sunderdus Gianchand 6 ria, 24 Parganas.
601, Girgaum Road, Near
Princess Street, Rombay-2. 21, W. Newman & Company 44
* Ltd., 3, Old Court House
10, The IntemnionulL l?og; 22 Street, Calcutta.
House (Private) Limited,
9 Ashal,.me,)Mnhltml 22, Firma K.L. Mukhopadhyay 82
Gandhi Road, Bombay-1. 6/1A, Banchharam Akrur
. p Lane, Calcutta-12.
11, The International Bool 2 .
Service, Deccan Gymkhana, 23. M/s. Mukherji Book House
POODI"- 8-B,DuffLme,C¢lcutta—’6.




EIGHTY~-FCURTH REPORT CF ?eieCe (1972-73)
PRESENTED TC LCK S.ABHL ON 25.4,1973.



©COTIDO W

PUBLIC ACCOUNTS COMMITTE!
(1972-73)

CHAIRMAN
Shri Era Sezhiyan
MEMBERS

. Shri Bhagwat Jha Azad
. Shri R. V. Bade p
. Shrimati Mukul Banerji !

Shri Joytirmoy Bosu
Shri K. G. Deshmukh

. Shri Tayyab Hussain

. Shri Debendra Nath Mahata
. Shri Mohammad Yusuf

10.
11.
12.
13.
14,
15.
16.
17.
18.
19.
20.
21.
22.

Shri B. S. Murthy

Shri S. A. Muruganantham
Shri Ramsahai Pandey
Shri H. M. Patel
Shrimati Savitri Shyam
Shri Ram Chandra Vikal
Shri M. Anandam

Shri Golap Barbora
Shri Bipinpal Das

Shri P. S. Patil

Shri Kalyan Roy

Shri Swaisingh Sisodia
Shri Shyam Lal Yadav

SECRETARIAT

Shri Avtar Singh Rikhy—Joint Secretary.

Shri T. R. Krishnamachari—Under SecTetary.

(iii) ‘



INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authorised
by the Committee, do present on their behalf this Eighty-Fourth Re-
port of the Public Accounts Committee (Fifth Lok Sabha) on Para-
graph 71 of the Report of the Comptroller and Auditor General of
India for the year 1969-70, Central Government (Civil) relating to
Department of Cooperation.

2. The Report of the Comptroller and Auditor General of India
for the year 1969-70 was laid on the Table of the House on 22nd June,
1971. The Committee examined the Audit paragraph relating to De-
partment of Cooperation at their sittings held on 13th and 20th July,
1972. The Committee considered and finalised this Report at their
sitting held on the 13th April, 1973. Minutes of these sittings form
Part 1I* of the Report.

3. A statement showing the summary of the main conclusion/
recommendations of the Committee is appended to the Report (Ap-
pendix). For facility of reference, these have been printed in thick
type in the body of the Report.

4. The Committee place on record their appreciation of the as-
sistance rendered to them in the examination of this paragraph

by the Comptroller and Auditor General of India.

5. The Committee would also like to express their thanks to the
officers of the Department of Cooperation for the Cooperation ex-
tended by them in giving information to the Committee.

New DELHI, ERA SEZHIYAN,
April 17, 1973. Chairman,
Chaitra 27, 1895 (Saka). Public Accounts Committee.

*Not printed (one Copy laid on the Table of the House and s copies placed in the
Parliament Lit rary)

(v)



REPORT !

BEINISTRY OF FOOD, AGRICULTURE, COMMUNITY DEVELOP-
MENT AND COOPERATION

(Department of Co-operation)
Consumer Co-operatives
Audit Paragraph

L.1. With a view to ensuring equitable distribution of consumer
goods at fair prices, in November, 1962, Government of India started
axganisation of consumer co-operatives in important urban areas
with a population of 50,000 and above. The scheme was enlarged,
following devaluation, to provide for establishment of large depart-
ment stores in cities and towns with a population of 2 lakhs and
aver with a view to exercise a healthy influence on the retail dis-
tribution trade. Till the transfer of the scheme to the State sector
in 1968-69, the entire outlay of Rs. 22.78 crores, consisting of share
capital contribution, loan-cum-subsidy for trucks and godowns and
mranagerial subsidy, was borne by Government of India out of which
the amounts representing share capital (Rs. 955.13 lakhs) and loan
(Rs. 877.69 lakhs) constitute loans to State Governments. From
1969-70 Central assistance to consumer co-operatives formg part
<f the block loans and grants to State Governments.

1.2. The centrally sponsored scheme launched in November 1962
envisaged establishment of 200 wholesale/central stores and 4,000
pximary stores/branches of wholesale stores, Following devaluation
Government decided to set up in addition 101 new wholesale stores,
2,000 primaries|branches and 43 department stores in the first ins-
tance. The following table shows the number of gocieties actually
established under each group upto 30th June, 1969:—

Type Number Remrks

Prim ieties. 13,950 The number  presents the
ary Societ 3,95 position on 30-6-1968. Ac-
“tual number on 30-6-1969
not available. Out of 13,950
) societies about 7,000 had
a been organised before the
scheme was started.
@entral/ Wholesale stores. 385 S

‘partment Stores. 80
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1.3. In addition, 14 State Federations of Wholesale Stores and
one National Federation were also set up,

[Paragraph 71 of the Report,af Qomptroller and Auditor General
s of India for the year 1969-70 (Civil) Central Goveynmentd

14 The obJectlve‘s of the Cbﬁ'trdll& ‘Sponfotéd Scheme was men-
tioned in the Ministry of Community Development and Cooperation
letter No. 9-9/62-Coord. dated 15th November, 1962, thus

“The Third Five Year Plan for cooperation included a scheme
for organisation.of consumer cooperatives with financial
assistance which was to be shared by the Centre and the
States. The progress in the implementation of this scheme,
héwever, has been slow. In the present national emergen-
cy, it has, thereforé, become necessary to devise measures
on a large scale for ensuring ‘equitable distribution of
consumer goods at fair prides to consumers, particularly
in urban areas. One of the most impoértant means to ac-
hieve this object is to organise a net work of consumer
cooperatives in all important towns and cities in the coun-
try. The Government of India have now sanctioned a
centrally sponsored scheme for the organisation of con-
sumer stores in the country, The entire finaricial assistance
under the scheme will be given by the Central Govern-
ment, and the outlays will Be ocutside the $tate plan ceil-
ings. The scheme is intended to serve towns and cities
with a population of more than 50,000. Cities with a po-
pulation of more than a lakh are to be taken up first.”

1.5. According to the Report of the Programme Evaluation Or-
ganisation—1966 (Planning Commission): “The main object of fhis
stherhe was to enable the consumer to get the essential commodities
at reasonsdble prices and to reduce the margin of profit of the mid-
dleman. Based on the past experience, a number of safeguards and
precautions had been taken at the time of the formulation of the
scheme. The pattern of Government assistance provided in the
scheme was quite liberal and comprehensive. A provision of Rs. 10
crores was made for this purpose, which consisted mainly of share
capital contribution, loan and grants for certain purposes and the
thanagerial subsidy.”

1.6. As regards evaluation of the programme from time to time,
the representative of the Department of Cooperation stated during
evidence:—

.

“Evaluation of the consumer cooperative programme has been
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made from time to time by various authorities. Almost
in the very beginning, in 1964 the Programme Evaluation
Organisation of the Planning Commission submitted a
report and gave its evaluation. The programme was taken
up as a Centrally Sponsored Scheme in 1962-63...... Then
again, an ILO expert came to Ifidia to assist us in organis-
ing consumer cooperative in 1966 and in 1967 he gave this
report...... In 1968 the Administrative Reforms Com-
mission examined the working of the cooperatives by
appointing a Working Group. That Group submitted a
Report on Cooperation which included observations on
consumer cooperatives.......... The Central Advisory
Committee on Consumer Cooperatives, which has been
set up by the Ministry of Agriculture appointed a sub-
committee to make a study of consumer cooperatives in
various States in the Country. This Committee was ap-
pointed towards the end of 1969. It started visiting the
States in December 19689 and continued visits during 1970
and in April 1971, it submitted its reports. It toured five
States, viz. Maharashtra, Mysore, Tamil Nadu, Kerala
and Bihar and submitted five reports relating to these
States and one general report, They suggested various
measures for their improvement and for greater opera-
tional efficiency and they recommended higher priority
and financial and administrative support to this program-
me. These reports were circulated to the States by the
Minister in the Ministry of Agriculture and replies have
been received, appreciating the recommenadtions and
suggestions made by the Committee. They agreed that the
programme should be further supported »

............

1.7. Referring to the objective of the scheme to hold the price
line, the Committee drew attention to the observations of the ILO
expert that “....it must be bluntly stated that it is an impossible
thing.” The Committee enquired what Government proposed to do
in this regard. The witness stated, “The Consumer Cooperatives are
infendéd to undertake equitable distribution of commodities in short
supply and to sell consumer goods in general at fair and reasonable
prices. One fact that is known is that much of the production is with
the private trade. So far as agricultural commodities are concerned,
there have been controls on certain essential foodgrains;
otherwise, there has bee¢n generally free economy or free
trade in regard to this. ‘Theréfore the role of consumer
cooperatives is limited in the task of stabilisation of prices.
But  prices otherwise depend upon the cost of manufacture,
avallability of raw materials, governmient's fiscal policies dnd other
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factors. So, within these limitations the consumer cooperatives play
a certain role; they will not do hoarding, profiteering or blackmarket-
ing, or sell adulterated or sub-standard or spurious goods. They will
follow all healthy trading practices and will not evade taxes. So,
these are the malpractices of the private trade in which the con-
sumer cooperatives will not indulge.”

18. In reply to a question whether consumer goods had been
made available to the public by consumer cooperatives society at
a fair price, the witness stated, “In the first instance, in the matter
of prices, the consumer, cooperatives adopt what is called the
active price policy. The active price policy means selling
goods so far as possible, wherever the margin allows at a rate
which is slightly less than the market rate. They are supposed to
be doing it by eliminating the middlemen to the extent possible
and adopting other sound management practices., Next we come to
the question to what extent the consumer cooperatives have been in
a position to do so.......... It has to be admitted the performance
varies considerably, from State to State, from region to region and
from one individual store to another. The consumer cdoperatives
were doing well over a certain period. Then, on account of certain
factors their performance deteriorated and they started incurring
losses. Inspite of these there are certain stores in the country which
are outstanding examples of success and which have more than ful-
filled the objectives for which the consumer cooperatives were in-
tended.”

19. In reply to another question whether any scientific study
had been made into the working of consumer cooperatives by the
Ministry, the witness stated: “Studies have been made of the entire
consumer cooperative movement in the States of Jammu and
Kashmir, Bihar, Rajasthan Orissa, West Bengal, Assam, Gujarat, Ma-
nipur and Tripura etc. Out of above 400 stores that we have about 150
stores including departmental stores have been visited and the work
of individual consumer cooperatives and specially these incurring
losses and those for which Government guarantees have been given
have been studied in detail by officials of the Department of Coopera-
tion and we have got their suggestions, views and impressions.”

110. The Committee enquired whether any study was made to
find out the percentage of the turn over of all the Cooperative
Societies in the country to the total retail turn over of consumer
goods and if so what is the percentage. In a note the Department of
Cooperation stated: “While figures of the total retail sales of consu-
mer cooperatives are available, there are no reliable statistics
available with regard to the value of total turnover of consumer
goods. In the absence of these statistics, it is not possible to work
out precisely what percentage of retail trade has been achieved by
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consumer cooperatives. In quantitative terms, the total retail sales
turnover of consumer cooperatives during 1969-70 is estimated to be
about Rs. 250 crores.”

1.11. The Committee desired to know whether any attempt was
made to analyse purchases made by all the Cooperative Societies
and if so what was the percentage of wholesale and retail purchases.
In a note, the Department of Cooperation stated:

“The extent of purchases made by wholesale cooperatives,
(State Consumer Federations and Wholesale/Central
Stores) and primary stores, the figures for the years
1966-67, 1967-68, 1968-69 and 1969-70 (based on Statistical
Statements published by the Reserve Bank of India) are

as follows:—
(Rs. in lakhs)
196667  1967-=58 196859 1969==70
Wholesale stores 17,896°94 16,922'39  15,226°45 *18,389°16
Primary stores 18,592°52  18,125°00 16,842°44 16,760°22
National Cooperative Consumers
Federation 118-32 252-36 237:67 369°31

1.12. As regards the sources of purchése, the bulk of the business
of consumer cooperatives at wholesale/central and primary store
level has been in controlled commodities, (foodgrains, sugar, etc.)
which are purchased from sources specified by Government at con-
trolled prices. A number of other commodities, of which quotas have
been reserved for the cooperative sector, are obtained at the prescrib-
ed prices through cooperative channels. A certain proportion of
purchases are also made from the open market, the details of which
are not available. However, all State Governments have been re-
quested to introduce a system of reporting of purchases, with refer-
ence to the source of purchase, and other details, at least in the case
of wholesale/central stores, department stores, and State Consumer
Federations, and also advise the primaries to compile such informa-
tion. The National Cooperative Consumers Federation, has also been

requested to compile this information.”

*Including State Consumer Federations,
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1.13. Asked to state the commodities the pur¢hases of which made
by the consumer cooperative societies have been institutionalited so
far to get them at the price at the first point of distHbutior ‘and the
arrangements made in regard to each of them, the Ministry furnish-

ed the following information:—

'
.-

“The manufacturers of the following commodities have agreed
" to make supplies of their products to consumer cooperative
wholesale|central stores through their own distributing
system or through their sole selling agents, as the case
may be, at prices as charged at the first point if distribu-

tion, subject to lifting of the prescribed minimum
quantity at a time:

1. Vanaspati;
2. Edible oils;
3. Baby food;
4. Paper;

5.
6
7
8
9

Dry battery cells;

. Soda-ash;

. Razor blades;

. Cycle|rickshaw|scooter|bullock-cart tyres and
. Hurricane lanterns;

10.
11,
12.
13.
14.

Textiles;

Domestic electrical appliances;
Soaps;

Matches;

Electric bulbs and tubes.

tubes;

1.14. In respect of a large number of other commodities, the manu-
facturers have agreéd to make supplies to consumer cooperative
wholesale/central stores on uniform terms and conditions as applica-
ble to their wholesalers/authorised dealers and, in some cases, with
specjal discount. 'These include the followings:—

1. Biscuits, confectionery, beverages and breakfast food;
2. Cigarettes;
3. Tea;
4. Condensed milk and allied products;
, 5. Cyeles;
‘ 6. Drugs and medicines;

.



.1. Footwear;
8. Fountain pen, ink etc.; i
9. Kerosene oil;

10. Stationery including pencils, erasers;
11. Polishes and washing/cleaning material;
12. Polythene bags;

13. Pressure cookers, stoves etc.;

14. Readymade garments;

15. Salt;

16. Sewing machines;

17. Toiletries and cosmetics;

18. Sports goods;

19. Hosiery;

20. Thermos flasks;

21. Toys;

22. Umbrellas.

1.15. The details of the arrangements for supply of these comme-
dities made with the manufacturers, are given in the hand-book enti-
tled “A Guide to arrangements for supply of essential and other arti-
cles to Consumer Cooperatives”, (1969). Modifications and addmons
where required, are made from time to time.

1.16. Purchase of a number of commodities are coordinated by the
- National Cooperative Consumers Federation and the State Consumer
Federations, and these include certain textiles food-grains, pulses,
and also paper and soda-ash apart from conﬁscated goods and permis-
sible imported consumer goods.

1.17. The Committee desired to know the details of the commodi-
ties in respect of which certain quota has been_i_‘gserved for the Co-
operative Sector by the manufacturers. In a note, the Dep‘ar.tment of
Cooperation stated: “Quotas of the following commodities have been

_.reserved by manufaoturers for the cooperative gector to the extent
"indicated below:—

(i) Baby Food:

Amul Baby Food and Amut Sprsy—20 per cent Of the §‘tatewg
allocation|market release. ‘
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(The manufacturers of Amul Baby Food have now agreed to
meet the genuine requirements of consumer cooperatives
in respect of Amul Spray to the maximum extent possible.)

Glaxo Baby Food—20 per cent in eastern states and 15 per cent
in other states to Consumer Cooperatives out of the state-
wise allocation/market release.

(ii) Textiles:

10 per cent of the cross-section of the production of cotton tex-
tiles to consumer cooperatives and fair price shops.

(iii) Dry battery cells:

10 per cent of the state-wise allocation of dry battery cells for
torches and radio transistors.

(iv) Razor blades:

20 per cent of the state-wise allocation.

(v) Cycle|auto-rickshaw tyres and tuwbes:
20 per cent of the state-wise replacement sales.

‘(vi) Scooter tyres & tubes:
10 per cent of the State-wise replacement sales.

(vii) Bullock-cart tyres and tubes:

5 per cent of the state-wise replacement sales.
(viii) Paper:
2,000 tonnes of paper per year to the cooperative sector for dis-

tribution through National Cooperative Consumers Fede-
ration and State Consumer Federations.

(ix) Soda-ash:
300 tonnes per month by two manufacturers for sale through

National Cooperative Consumers Federation and State
Consumer Federations.

(x) Coffee-seeds:

The Coffee Board allocate a quota of coffee seeds/coffee powder
to cooperatives every year, amounting to about 15 per cent
of internal market release.

1.18. The state-wise allocation of quotas for the cboperative sector
is re-distributed amgng Consumer Cooperatives in the State by the
State Governments or the State Consumer Federations.



1.19. Pointing out that a number of irregularities were noticed in
the working of the Consumer Cooperatives, the Committee enquired
what action has been taken to check them. The representative of the
Department of Cooperation stated: “Every year conferences are held
at various levels at which the position of consumer cooperatives of
various tiers are reviewed, remedial measures discussed and guide-
lines formulated and circulated. This is an exercise which takes
place year after year and whatever position emerges in a particular
year is reviewed and lines of action determined.” The representa-
tive added: “There are a number of stores which did not improve
their position in spite of the guidelines that have been given conti-
nuously almost from the very inception of the Centrally Sponsored
Scheme in 1962-63. Right from 1963-64 onwards the short-comings
and defects were pointed out in the circulars from the Central and
State Governments by the Registrars and others. There are some
stores which have improved and implemented the suggestions and
guidelines. Others which have not implemented them either fully
or to the extent required continue to suffer losses.”

1.20. Asked whether the Department had research section to sur-
vey and point out as to what were the difficulties which beset the
stores, the Secretary stated: “There is no research section as such.
The spurt to consumers cooperative movement was given in 1962
and 1966. One was in the wake of Chinese aggression and the other
following devaluation, Policy decision was taken at the level of the
Government to provide funds under a Centrally sponsored scheme so
that States may not plead that they have no funds. It was decided
to set up a wholesale cooperatives in urban areas with a population
of 50,000 or more, and for this and other schemes financial assistance
was provided. At Centre we give guidelines. It makes regular in-
spections. We try to identify defects. We evolve broad guide lines
in consultation or discussion at official and higher levels from time
to time. Where the faults have been noticed in the working of the
consumer cooperative movement, we have tried to remove them. If
at the implementation stage, there is no determination to see that
the schemes are put through nicely, what can we do at the Centre.”

1.21. The Committee pointed out that they wanted to know whe-
ther any study has been made. The Secretary stated “My own re-
action will be in the light of the observations which you have made
that the system of reporting of data and their analysis would call for

improvement.”

1.22. The Committee enquired in which States the Central Gov-
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eccment’s direction that the organisation of the Consumer Coopera-
tives should be on a unitary type, has been implemented so far. In
a note, the Department of Cooperation stated: ““The Central Govern-
ment have advised the State Governments that the unitary system of
organisation has a number of advantages over the federal system. The
State Governments were requested to bring about a gradual shift
to the unitary system, by adopting in the first instance, the “mixed”
system i.e. a wholesale store having both primary societies and indi-
viduals as their members, and make suitable amendments to the bye-
laws of the wholesale stores to allow for the same. The unitary
system has been adopted in Haryana, Punjab and Andhra Pradesh,
whereas the mixed pattern is by now followed in all the other
States.”

1.23. The Committee enquired whether any study was made to
evaluate how far the societies financed under the scheme coformed
to the pattern of assistance laid down both in regard to the matching
share capital contribution, minimum memberships to be eventually
attained etc. In a note, the Department of Cooperation stated:

“An evaluation of ‘the working of consumer cooperatives orga-
nised under the Centrally Sponsored Scheme was carried
out, at the instance of the then Ministry of Community
Development and Cogperation by the Programme Evalua-
tion Organisation of the Planning Commission towards the
end of 1964. The study covered inter-alia, the growth of
share capital contribution and membership of the societies,
with reference to the requirements of the Centrally Spon-
sored Scheme.”

1.24. The Ministry further stated that “besides, appraisal of the
progress of consumer cooperatives set up under the Centrally Spon-
sored Scheme, was made annually covering inter-alia growth of share
capital and membership.” The Committee find that these appraisals
bring out analysis of the performance of the stores based on the
monthly reparts recelved from the stores. ' \

1.25. The ﬂndmgs of this Study Team of Planmn% Commxssxon
were thus summed up:

“The findings of the Study does not all point in one direction.

: The organisation and functioning of the codperative’ stores
present a better picture in 1964 than in 1963. Though mem-

bersh}p, cep'xgall _arl'gd“ business had e).cpap.d‘eg ceggic!e;?bly
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in 1964, they were still heavily dependent.qn the,.,Govmo
ment's contribution to their share capital and clean credit.
The working capital and volume of business recorded a
significant expansion in 1964. But most of them were
suffering from inadequacy of working finance and lack
- of..accommodation from the institutional credit gagencjes
and-as a-result, had not been-able to suffieiently diversify
their business. While the stores in States like Punjab, and
Madras have done very well, the record in a number of
other States has not been so good.” oo

~ 1.26. “Finally, the future of the Consumer Cooperatives sponsored
-under the central scheme depends on the extent to which member-
-ship can be built up and their loyalty to the stores ensured.:  While
peformance and efficiency in the functioning of .the stores-leaves
scope for improvement, the findings also show that loyalty of the
members to their stores is far from full or complete.”

1.27. The Ministry have stated in the written reply that “Financial
assistance for the development of consumer cooperatives was given
to the State Governments on the basis of the proposals furnished by
them. The State Governments were responsible to ensure that the
institutions assisted fulfilled the conditions laid dowpn under the
scheme, such as matching share capital contribution of individuals
societies, minimum membership, potential membership etc.” In the
case of individual societies visited by Central Governinent-dfficers,
the .position is examined and reported. The results differ from one
society to another.

1.28. The Committee desired to know the stdte-wise break up of
the total share capital contribution of Rs. 955.13 lakhs made under
the centrally sponsored scheme and how much of this amount had
so far been recovered. In a note, the Department of Cooperation
stated: “The total amount of loans given to State Governments for
‘enabling them to, participate in the share capital of consumer coepe-
ratives under the Centrally Sponsored Scheme during 1962-63 to
1968-69 is Rs. 924.82 lakhs, In addition, an amount of Rs. 38.51 lakhs
was given to the Union Territories for Contribution to the Share
Capital of Consumer Cooperatives, and a sum of Rs, .13 lakhs was
given as share capital to the National Cooperative Consumer’s Fede-
ration, New Delhi. The total of all these amounts comes to Rs. 978.33
136 LS—2.

'
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lakhs. A statement, giving State-wise/Union Territory-wise break--
up is given below:—

Statement indicating the loans given to state Governments during 796269 for contribution
to share capital of consumer cooperatives under the Centrally Sponsored Scheme.

(Rs. in lakhs)

S.No. Name of State Amount released
1. Andhra I'radesh . 81- 280
2. Assam ' 15°225
3. Bihar . 40° 000
4. Gujarat 40° $8¢
5. Haryana . . 4* 170
6. Kerala 38- 91§
7. Jammu & Kashmir 9° 030
8. Madhya Pradesh . . 55- 680
9. Maharashtra . . . . . 134° 22§
10. Myoo;"e . 103° 210
11. Oriesa 15° 690
12° Punjadb . . . 46° 270
13. Rajasthan . §0- 615
14. Tamil Nadu . 96° 220-
1s. Uttar Pradesh . . . . . 96° 285

16. West Bengal . . . . . 96- 880
Total : 924 820

Union Territories

17. Delhi . . . 34°930
18. Chandigath . 2°000

19. Andaman & Nicobar Islands . . . 1-580
' Total Union Te;titories —g,m
Grand Total : 963330

National Cooperative Consumers Federations Ltd., New Delhi. 15° 000

.

Grand Total : 978-330
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1.29. Out of this, an amount of Rs. 356.21 lakhs was released to
State Governments through the National Cooperative Development
Corporation, who are responsible fon re-payment. As against the
total loan of Rs. 8,64,50,000 given for this purpose to the Corporation,
the Corporation sanctioned Rs. 8,97,54,670 to States for the develop-
ment of consumer cooperatives. The balance of the amount was
provided by the Corporation from its own funds. The position as
on 31-3-1972, according to the information obtained from N.C.D.C.,
is that the amount due upto 31-3-1972 by way of principal, which
was Rs. 4,17,09,235—32, and interest due upto that date, which was
Rs. 2,81,61,918.19 had been repaid, and there were no overdues so
far as Government of India is concerned. The balance outstanding
as on 31-3-1972 with N.C.D.C. was Rs. 4.47,40,764.74.

1.30. In regard to the financial assistance provided to State
Governments directly for share capital contribution by way of
loans by the Government of India during 1968-69, the Ac-
countants General in the States maintain the accounts and
watch recovery of the loans. Cases of default brought to
the notice of this Department are taken up with the State
Governments. State Governments are required to repay the
loans to the Government of India, including those given
for share capital contribution, in accordance with the prescribed
terms and conditions, irrespective of the fact whether the societies
are able to repay the loans/interest or not.

1.31. The Committee enquired as to the total amount of subsidy
released under the scheme and whether Central Government have
satisfied themselves about the proper utilisation of this amount and
if so the details thereof. In a note, the Department of Cooperation
stated: “The total amount of subsidy sanctioned to the State Gov-
ernments was Rs. 4.45 crores. The State Governments/Registrars of
Cooperative Societies are required to furnish utilisation certificates
to the Government of India. The responsibility of ensuring that the
subsidies sanctioned are properly utilised is that of the State Gov-
ernments, who have the administrative and supervisory machinery
for this purpose. Besides, the accounts of the societies are audited
by auditors appointed by the Registrar of Cooperative Societies and
any cases of misuse of the funds would be brought to the notice of
the Registrar, who would take necessary action.”

1.32. To a question whether it was correct that whatever ' loss
occured had to be borne by the State Government. The witness
stated, “the liability of the State Government to repay the loan
remains as it is, even though a particular society or a number of
them may have incurred losses or may have gone into liquidation.”
The witness added: “Under the Centrally sponsored programme,
financial assistance was given on the basis of schemes, for each
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individual scheme. According to the presoribed procedure, we had|
to obtain a utilisation certificate from them, 6 and these certificates]
are examined by Audit, so that the assistance given by us has, by;
and large, been nutilised for the purpose for which it was intended,

A few cases where the amounts remain unutilised have been takenl]
up by us.” ‘

1.33. The Committee pointed out that the Fourth Plan envisags,
an outlay of Rs, 11 crores, but the States provided only Rs. 8 crores
for the purpose and enquired about the reasons for this shortfally
The witness stated: “The position ig that after the transfer of the
programme to the State sector with effect from 1969-70, most of the
State Governments have not given the required priority and finand
cial support to this programme.”

1.34. The Committee desired to know the state-wise and vearl
wise allocation of funds for the consumer cooperatives in respect d
the Fourth Plan and also the actual expenditure against the alloca-
tion in each case for each year. In a note, the Department of Coope:
ration furnished the following statement:— !

(Rs. in lakhs}},
S.1
No. , States/U.Ts. 4thPlan  1969-70 1970-71 I97I-72  Asrec “
) ) provison  Actual actual Anticipa- mmended,
expdtr. expdtr. o ptgtci tgﬁwnG
1. Andhra Pradesh 48°35 076 II°43 12°21 $2
2. Assam 20°00 145 424 © 3072 664
3. Bihar 25-30 171 3°74 117 b0
4. Gujarat 30700 4:88 177 - 5025 70
5. Haryana Nil Nil Nil Nil 600
6. Jammu & Kashmir 30° 25 1-85 —_ 051 0%
7. 'Kerala 24°50 959 . 866 350 4%
8. Tamil Nadu 16920 10743 | 1;)-74 45°75 188
9. Madhya Pradesh 29-89 3:31 . 3°05- . 2060 . T®
10. Maharashtra 80° 00 2:8 = 074 " 35 1000
a1. Mysore 6615 724 i6‘67 14 14 1'% .
.12, Orissa 3547 1-07 1-34 548 10°00

13. Punjab 40° 00 — —_— 5-00 60



14,
15.
16,
17.

20,
21,
22,
23
24.
2.
26.
8

28,

/ 5 6 7

Rajasthan 11°27 138 007 1°31 1" 50
Uttar Pradesh 4680 317 276 17°43 14° 74
West Bengal 52°96 359 3-58 10°65 11°95
Nagaland 8+ 25 2°12 2°42 144 0° 88
. Meghalaya 400 — 058 I°43 100

., Himachal Pradesh 400 — — — _—
A&N Islands §-00 0-36 007 6-04 073
Delhi 43° 19 27°31 171 2+85 3-28
Goa, Daman & Diu 417 039 0-38 0°49 0'54
Manipur 2°00 018 031 +48 049
Tripura 4'00 0'10 0°09 0:04 1-62
Pondicherry 213 0°10 0°33 0'37 * 75
NEFA 150° 00 1°55 7:91 344 470
Laccadives —_— —_— — — -34

Chandig:ifh —_— —_— P — Nil
Total : 80268 8542 91°59 148° 45 146-38

1.35. In their report submitted in April, 1971, the Sub-Committee

of the Central Advisory Committee on Consumer Cooperatives made
the following observation with regard to the financial assistance
given to consumer cooperatives:

“In this context, the Sub-Committee received the impression

that the State Governments were not giving the required
priority to this programme, and were markedly hesitant
to help consumer cooperative institutions, which might
have incurred losses, but have now learnt from their past
mistakes and are prepared to turn a new leaf. The total
recommended outlay for the Fourth Plan comes to Rs.
808.55 lakhs, as against the original recommendations ex-
ceeding Rs. 1156 lakhs. The outlays of some of the States,
particularly Maharashtra and Kerala are very meagre,
and that of Bihar is also on the low side. The position in
regard to Maharashtra needs particular attention.”
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1.36. The Committee appreciate that in the wake of the national
emergency in 1962, a centrally gponsored scheme for the establish-
ment of consumer cooperatives in urban areas was introduced for
the laudable purpose of ensuring equitable distribution of consumer
goods at fair prices. The scheme was enlarged following devalua-
tion. It was transferred to the State Sector in 1968-69 upto which
year the entire outlay of Rs. 22.78 crores was borne by the Govern-
ment of India. From 1969-70 central assistance to consumer co-
operatives forms part of the block loans and grants to State Gov-
ernments. The Committee find from the review of the working of
the consumer cooperatives given in the Audit Report that some of the
stores have not been functioning satisfactorily.

1.37. The Committee would like the Ministry _ itself to make a
scientific appraisal of the working of the consumer cooperatives in
the country with a view to identify the drawbacks and to suggest
remedial measures.

1.38. According to the figures furnished by the Ministry the total
retail sales of consumer cooperatives during the year 1969-70 is esti-
mated to be Rs. 250 crores. The Committee feel that this amount
of sales turnover for the whole country is too meagre as compared
with the total retail sales by the private traders, to have the desired

impact on the retail prices.

1.39. The consumer cooperative societies have made arrangements
to get certain goods at the first point of distribution with some manu-
facturers. In case of some other commodities the manufacturers
have agreed to make supplies on termg applicable to their whole-
salers/authorised dealers. The Committee feel that there is need to
obtain more products at the first point of distribution in order to

reduce the cost priees.

1.40. The Centrally Sponsored Scheme was aimed at a pattern of
assistance in respect of matching share capital, contribution,
minimum membership to be eventually attained. The Committee
have been informed that State Governments were respons.ible to
ensure that the institutions assisted fulfilled the conditions laid down
under the scheme. The Committee feel that the Ministry should
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ave kept under constant review the fulfilment or otherwise of the
conditions with a view to taking necessary steps. Admittedly the
system of collecting data from the States and their analysis calls for
improvement.

1.41. The Sub-Committee of the Central Advisory Committee on
consumer cooperatives in their report submitted in April, 1971 have
pointed out that the State Governments were not giving the requir-
ed priority to this programme. The total recommended outlay for
the Fourth Plan comes to Rs. 808.55 lakhs as against the original re-
commendation exceeding Rs. 1156 lakhs. The actual outlay during
the first three years of the Plan is of the order of only Rs. 325:46
lakhs. The actual outlays of some of the States, particularly Maha-
rashtra and Kerala are very meagre and that of Bihar is also on
the low side. The Committee also find that some States like Har-
‘yana, Punjab, Himachal Pradesh made no allocation at all during
the years 1969-70 and 1970-71. The Committee desire that necessary
steps should be taken to impress upon the States the need to accord
requisite priority for providing assistance.

1.42. The unitary system of organisation of cooperative societies
as recommended by the Central Government has many advantages,
the chief of which are reduced overhead expenses and better co-
ordination. The Committee learn that only Haryana, Punjab and
Andhra Pradesh States have adopted this system. They desire that
the Central Government should actively assist in and watch over
the change to this system in the remaining State,

1.43. A review conducted by Audit in September, 1970 disclosed
the following. '

Primary Stores

Audit Paragnaph

The total financial assistance given by Government of India to
primary stores upto the end of 1968-69 was Rs. 242 lakhs comprising
contribution to share capital Rs. 188 lakhs and subsidy Rs. 84 lakhs,
Data about working of primary stores are given below:—
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144. A review by the Ministry in 1969 showed that primary so-
cieties were “the weakest link in the consumer co-operative move-
ment” and that a sample study carried out by Government in West
Bengal and Gujarat had revealed that not more than 15 to 20 per
cent. of the total number of primary consumer cooperatives could
emerge as viable or potentially viable units. In August 1969 Cen-
tral Government recommended to the State Governments that a
quick survey should be undertaken by the States to identify the via-
ble or potentially viable units, so that they could be amalgamated
with wholesale stores, if necessary, compulsorily, and the remaining
stores liquidated. In Punjab a survey was not considered neces-
sary by the State Government. In other States the survey has not
been completed (November, 1970). In the conference of State Min-
isters for Co-operation and Registrars held in September-October
1970 it wag emphasised that the survey should be completed early
and a programme formulated by March, 1971.

[Paragraph 71(i) of the Report of the Comptroller and Auditor
General of India for the year 1969-70 (Civil) Central Government.]

1.45. The following data about the working of primary stores for-
the years 1968-89 to 1970-71 was furnished by the Ministry:



20

(ndag aq 4q
PIIIFJOO uoBULIOUT
Uo p3suq ‘[euorsiAaly)
1z1v ¥z.oS1 SLeb 08 .281 gtob ‘V'N g€ .1zZI1S1 zt.gI8 143831 1,—0L61
6Lz 0g8-SE1 vord 88102 6L1S 96.2hL L6.1¥5Lx 1L.L1g Z9S°E1 0l—696%
14334 61.121 Ly 6z.9L1 zgbs $z.089 9z.0bol1 11.2LL €16°€1 69—g961
ot 6 8 L 9 S 14 € (4 1
$50{/1goiq
moym
Suryiom
2QRPOs  Junowry  ‘ON umowy  ‘oN Juweusur sqeg _nmnﬁwn— SAIMIAD08 (1) -doo))
Jo  oN s30T oy -~ Jo1s0D dn pr Jo 'oN e
. :

(stpre] ut saadny)




21

146. In reply to a question regarding financia] assistance given
by Government to primary societies, the witnesg stated, “Upto 1969-
70, the financial assistance given by Government was only to 3780
primary societies and the remaining stood on their own...... In the
case of primaries, the condition was that Government share capital
would be given on a matching basis viz. Rs. 2500 but later on we
raised it to Rs. 4000. In fact for the Fourth Plan Period, we have
said that it can be to the extent of Rs. 10,000 on a matching basis.”

1.47. In reply to a question what the Ministry had done in regard
to the suggestion made in the Conference of State Ministers of Co-
operation and Registrars held in September-October 1970 that sur-
veys should be undertaken by the States to identify the viable or
potentially viable units so that they could be amalgamated with
wholesale stores, if necessary, compulsorily and the remaining stores
liquidated, the witness stated, “They requested the Ministry to pre-
pare a proforma for conducting the surveys. We prepared the pro-
forma and circulated to them. We collected from the States the in-
‘formation about the progress made by them in regard to these sur-
“veys and the information has been received that such surveys have
‘been completed in 8 States and 2 Union Territories and the surveys
are still in progress in 7 other States.”

1.48. Asked to indicate the result of the surveys so far undertaken
and action taken thereon and the progress made in the remaining
‘states, in a note the Department stated that, “Surveys are in progress
in 10 States, and yet to be undertaken in 4 States, viz., Himachal
Pradesh, Jammu & Kashmir, Nagaland and Meghalaya. "However,
in these four States, the number of primary stores is very small and
action to reorganise primary stores can be undertaken without a
regular survey.

1.49. As a result of the surveys in 6 States and 1 Union Territory,
181 primary stores and 2 wholesale stores have been placed under
liquidation, 16 primaries reorganised, and 15 uneconomic branches
.of wholesale stores closed. The number of primary stores has been
reduced from 13,950 in 1967-68 to about 13,134 in 1970-71. Progress
is slow, due to the practical difficulties involved, in the process of
amalgamation|merger of primary stores with the central_ stores.
Viable stores hesitate to merge with the institutions which have sus-
tained losses. In the event of compulsory merger, members have to
be paid their share capital, if demanded, which may not always be
possible. \

1.50. The Committee enquired why survey was not conduct’ed in
Punjab. The witness stated: “In the case of Punjab, a survey of
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the primaries was not considered necessary because in Punjab, the
pattern is of the unitary type mostly. The wholesale stores are
running their own branches as retail shops, and the number of pri-
maries extremely small and many of them are defunct.”

1.51. The Comtnittee desired to know how many societies were
liquidated and how much amount was embazzled. The witness stat-

ed that they would ask the State Government to furnish the infor
mation.

1.52. The Committee were informed that in the statistical state-
ments of Reserve Bank of India, 1969-70, Part II, it has been stated
that over 4,000 primary societies were dermant in 1969-70.

1.53. The Committee feel concerned to note that out of total num-
ber of 13,134 primary societies, 4375 societies incurred losses to the
extent of Rs. 150 lakhs during the year 1970-71 and 4121 societies
made no profit/loss. It discouraging that the number of primary
societies making profits have decreased from 6709 in 1965-66 to 4638
in 1970-71, while the number of those incurring losses have increased
from 2763 to 4375. The Committee were informed that according to
the statisticai statements prepared by the Reserve Bank of India over
4000 societies were dormant during the year 1969-70. In August, 1969
the Central Government recommended to the State Governments
that a quick survey should be undertaken by the States to identify
the viable or potentially viable units, so that they could be amalga-
mated with wholsale stores, if necessary; compulsorily, and the re-
maining stores liquidated. The Committee have been informed that
the surveys are still in progress in 10 States and yet to be undertaken
in 4 States viz. Himachal Pradesh, Jammu & Kashmir, Nagaland and
Meghalaya. As a result of the surveys in 6 States and 1 Union Ter-
ritory, 181 primary stores and 2 wholesale stores have been placed
under llquldhtxon, 16 primaries reorgamsed and 15 wuneconomic
branches of wholesale stores closed The number of ‘primary stores
has been reduced from 13,950 in 1967-88 to about Rs. 13,134 1970-1.
It has been stated that the progress is slow, due to the practical diffi-
culties involved in the process of amalgamaﬁon/merger of prlmary

. stores with the central stores. anble stores hesitate to merge with
the . institutions. which have sustained losses. In ‘tHe event of com-
pulsory merger, members have to be paid their share capital, it de-
manded, which may not always be possible. The Committee desire
that the survey in the remaining States should be completed expedi-
‘tionsly wnd dificulties in amalgemation/merger of unecomomic socie-
' ties shoudd be resolved in: consultation with. the. State Gevernments.



VL84 P Comiliittise flyd That the Sal o oF the upignary
sBbiéties hak- 'brdtﬁsmé"l?{co}h: S ¥owi hmwr% gggt:;s‘m 1986~
67 to Rs. 151.21 crores in 1970-71. The reasons for this decline require
to be - gone into gr;H,q:all;[ and Aegsures, doyised. tn imprase sales and
rédiée & expenditure. It is significant that the percentage of cost of
management 4o sales: tirn-overchas-incrusssd - Moin 28 per ¢ent in
18656640 4,23 :per: pontin 198970 mainby Vedutse ‘of ifiérbhse in the
cost of mamuﬁmt Jt-ia;adso desirabde to k-4 dorny for Bales turn-
over which would make a primary store viable S0 that thn perform-
amrec of the stores. may ‘be: feviewed ‘on’ that basis' er{d«fically

1.55. In their 102nd Report (Fourth Lok Sabha) the Committee
examined in some detail the working .of the-Central] Government Em-
ployee’s Consumer Cooperg,uqm Jitd., - New:-Dedlil;  primary
society and made suggestions for improving its working. The Com-
wittee feel -that working of primary - socletiés in " the country as a
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N cartmmo&esale Stores
Audzt Paragrqph

1.56. The followmg table shows the number of CentraT]thiesa‘le

stores and their ﬁnanc al posxtxon during the three years ending 1968-
69 — : - .
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1.57. Reasons for losses:—The last annual review amrried: aut: by
the Ministry in September, 1970 identified inter alj. the. following
reasons for losses:—

(i) “Adverse fluctuations in prices of agricultural commodities.

(ii) Decline in sales turnover (due to relaxation of control and

(1ii)

(iv)

easing of food situation) without corresponding reduction
in costs of establishment and other expenditure;

Credit sales to primaries resulting in accumulation of large
overdues.

Indiscreet purchases resulting in overstocking,...shortages,
pilferages and other malpractices.”

1.58. The Ministry stated (December 1970) that the above short-
comings had been brought to the notice of the State Governments
through the conference of Registrars of Co-operative Societies and
State Ministers of Cooperation held in September-October, 1970.

1.59. The following further points came to notice as a result of
test check:— '

(a)

(b)

(c)

Ninety-eight stores were running losses for three suc-
cessive years from 1966-67. Their cumulative loss upto
1968-69 was about Rs. 2.24 crores. Eight stores went into
liquidation and loan/share capital of about Rs. 12:96" lakhs
was outstanding from six of them. One other store in
Madhya Pradesh, which had secured financial assistance of
Rs. 8 lakhs, suffered a cumulative loss of Rs. 10.433 lakhs
upto 30th June, 1969. It owes Rs. 16.81 lakhs to the Dis-
trict Central Co-operative Bank and its functioning is re-
ported to have “seriously affected the financial position of
the Bank which is the life-line of the co-operative move-
ment in the district.”

Forty-nine stores recorded a progressive fall in turnover
since 1966-67. The decline in 1968-69 was 68 per cent. or
more in 5 cases, 50 to 66 per cent. in 7 cases and 40 to 50
per cent in 7 cases.

As on 30th June 1868 credits amounting to Rs, 388.97 lakhs
afforded to affiliated primary societies and other bodies
were outstanding. The periods for which the credits were-
outstanding. are not known, but the Ministry found that a-
large number of primaries had defaulted in repayment of
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their credits thereby jeopardising the viability of the:
’ wholesale stores. Besides, they had utilised these interest
free credits for making purchases from private traders.
These credits according to the Ministry had turned out to
be “a double-edged weapon” against the wholesale stores.

1.60. The Ministry stated (December 1970) that the need for re-
gulating credit sales to primaries and repayment of dues had been
stressed on State Governments.

[Paragraph 71(ii) of the Report of the Comptroller and Auditor
General of India for the year 1968-70 (Civil) Central Government.]”

1.61. At the instance of the Committee, the Ministry furnished’
the following position in respect of the wholesale stores for the
years 1968-69, 1969-70 and 1970-71:

1968—69 1969—70 1970—71
(final) (final) (Prm:lsional)'
1. Number of wholesale/central stores. 387 383 365§
“2. Number of branches 2,647 2,356 2,308
3. Paid up share capital
(a) Members’ share
Rs. in crores) 3:97 375 438
(b) vernment share
(Rs. in crores) 749 7:01 7 44
Total 11- 46 10° 76 11-82
4. Sales (Rs. in crores) 163: 02 15335 14779 "
5. Stores in profit :
(a) Number 152 136 153
83
(b) Amount (Rs. in lakhs) 66- 68 42 51 100°§3
6. Number of stores wihout profit or loss 23 27 13
7. Stores in loss :
(a) 'Number 212 220 199
(b) Amount (Rs. in lakhs) 171 42 329° 79 $§14°75

*Relate to reporting stores only.

1.62. Pointing out that in the Administrative Report of the
Department of Cooperation for the year 1971-72, it has been stated
that the working of the wholesale/Central stores has been studied,.
their shortcomings identified and measures evolved for improving
the economic viability and operational efficiency of the stores, the-
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Cpmmxttee desu-ed to be furmshed with a copy Of tbe Sﬁudy Report

detaxls of ‘the action thereon. In.a note, ﬂ}e epartment of
Cooperatlon stated: “A Sub-Comnqttee of the. Centrpl Advisory
Committee on Consumer Cooperatlveg was set up in 1969 to under-
take closer observation and study of the working of consumer co-
operatives at various levels and to formulate ‘gerieral’ guidelines for
their ‘improvement and efficient working. The Sub-Commiittee “after -
making a study of the working of consumer ‘coopératives ' in “five
Sta;e.s—Maharashtra Mysore, Tamilnadu, Kerala and Bihar—sub-

mltted rgpor;ts in respect.of each of. these States and also a General
Report in Apl‘ll 1971,

) .1.63‘ Apart, from sending the five reports to the five State Gov-
ernments concerned copies of the General Report of the Sub-
Committee were sent to all State Governments and Union Territory
Aiimin_istrations. as also to the Ministers in charge of Cooperation
of all States, with the request that the recommendations of the
Sub-Committee may be examined and implemented.

1.64. Besides, working of a large number of wholesale stores has
‘been studied on the spot by officials of the Department of Coopera-
tion, and comprehensive study reports, suggesting specific lines of
remedlal action to be taken in each case have been sent to the State
Governments and the societies concerned. A watch is kept on the
action taken in regard to implementation of ‘the recommendation
made.

1.65. The Sub-Commitee of Central Advisory Committee on
‘Consumer Cooperatives have summarised the causes of uneconomic
working of cooperatives thus: “The causes oI uneconomic work-
ing of stores vary from adverse price fluctuations to high over-head
costs, injudicious purchases, non-recovery of dues from primaries,
-sfock shortages, lack of experience, mismanagement, “and in some
rcases, misappropriation.”

1.66. The Sub-Comm1ttee suggested the followmg measures for
‘improvement :

(1) struetural integration and forging an orgenic link within
--the consumers cooperative movement;

(2) pooling and institutionalization of purchases: A
‘(8) enforcement of efficiency norms,and sound management
practices; e

'i(4) strict invertbory control'and sales management;
.(5) development of salesmanship and modem retailing
technigues; —
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(6) intensiye training of personnel, formation of etaff cadres
and improven_lent of service and improvement of service
conditions of employees;

(7) diversification of range of business and enlargement and
modernisation of retail units;

(8) enlisting mass participation, together with adoption of
member’s education programmes.”

1.67. The Committee pointed out that the last annual review
carried out by the Ministry in September, 1070 identified, inter alia
the following reasons for the losses:—

(i) Adverse fluctuations in prices of agricultural commodities;

(ii) Decline in -sales turnover (due to relaxation of control and
casting of food situation) without corresponding reduction in costs
of establishment and other expenditure.

(iii) Credit sale to primaries resulting in accumulation of large
overdues. -

1.68. The Committee enquired that measures are being taken to
improve their working. The witness stated: “There are other
factors also which have led to losses to wholesale stores. The
credit sales made to primaries is one of the factors which has
caused losses to a number of wholesale stores..In regard to regu-
lation of credit sales and their prompt and effective recoveries, we
issued a circular to all the State Governments after a detailed dis-
cussion at the Conference of Joint Registrars. Apart from other
things, we said that all inspecting officers of the State Governments
should make it a point to check what is the extent of credit over-
dues and to ensure that effective action is taken for recovery.”

1.69. Pointing out that according to Audit para, the Department
indicated in December 1870, that the short-comings had been brought
to the notice of the Stite Governments during the Conference of
Registrars of Cooperative Societies and State Ministers of Co-
operation held in September|October 1970, the Committee enquired
whether the State Governments submitted any report after the
Conference regarding the steps taken by them to remove the short-
coymings. In a note, the Department of Cooperation intimated:
“Some of the State Governments/Registrars of Cooperative Socle-
ties submitted reports about the action taken/proposed to be taken
on the various recommendations. The progress was reviewed in
the annual conference of the Additional/Joint Registrars of Consu-
mer Cooperatives held in April, 1971,

136 LS—3.
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+ 1.70. The Committee drew attertion to the Audit para that co-
operaives have ‘utilized interest free credits for making purchases
from private traders. The witness'stated: “....in a large number
of them, we have found out how much of those credit sales has
become overdue, how much has to be treated as bad debts. One
of the largest factors causing losses to the wholesale stores is that
the credit sales to the primaries are not repaid wlfh”t,h_e result that
the parent body i.e, the wholesale store collapses.”

" 171, Pointing out that according to Audit para as on 30th June,
1968, credits amounting to Rs. 388.97 lakhs afforded to Primary Soci-
eties and other bodies were outstanding, the Committee desired to
know the year-wise break-up of the outstanding credits and whether
action has been taken to recover the outstanding dues from the pri-
mary societies, In a note, the Depurtment of Cooperation stated:
“The outstandings under credit sales to primary stores and other
bodies were as follows:—

As on 30-6-1968 Rs. 408- 48* lakhs
As on 30-6-1969 Rs. 358:'6 lakhs
-+ '8 on'80+6-1970 - ! Rs. 491- 98 lakhs

..'The h'r'éak-up of the outstandings as on 30th Iune, 1970 is. as
follows ; —

T

o (Rs. in lakhs)
L) Below 6 months a8 11
(ii) Between 5 months-and 12 months 324°79
(i) Over 1z months = o 13908
| 9198

Récoveﬁes of over due amounts are made by wholesale stores
from the primaries, and, in cases of defauft, arbitration, references
are field with the Registrar of cooperative societiex®

1.72.. To q‘questionAwhether it is a fact that due to lack of proper
verification of stock there have been pilferages and faulty transac-
tions etc., the witness stated: “We are aware of the problem. Some
of the suggestions made were these. There must be regular stock
vgﬁﬁéation quarterly if not monthly, and responsibility should be
fixed on those who were responsible for the shortages and pilferages.
Another suggestion that has been made is that consumer coopera-
tives should have a concurrent audit. If there is.a goncurrent audit,

*As per para 71 of report of C. & A.G. for 1969-70, the amount is Rs. 388,97 lakhs:
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these ;lapses can be :detected more easily than would 'be ‘'the case
otherwise. Another recommendation is ‘that 'the consumer coopera-
tives should .have a regular system of management reporting every
month. The working results of the institution as a whole should be
worked out every.month or quarterly and placed ibefore the manag-
ing committees; These institutions 'which are not doing ‘those things
suffer from all sorts of malpractices and irregularities.”

.. 173, The Compmittee pomted out that one of the reasons for the
losses l.de'ntxﬁed as.a result of the last annual review carried out by
the Mm.lstry in September, 1970 was ‘malpractices’. The represen<
tative of the Department stated that there were in.all 35 cases of
embezzlements that came to light. At the instance of the Com-
mittee, the Department of. Cooperation furnished a statement show-
ing brief details of these.cases and the action tken. thereon. Thae
Ministry have stated..“This list is only illustrative and includes
those casgs Wthh were noticed during the spot studies;conducted by
oﬂ‘icnals of this Department All these tases have been brought to
the notice of the State Government.concerned for taking necessary
action.” The Committee find from the list that the cases mostly
relate to embezzlements and deficiencies in storage.

1.74; The Committee enquired which are the States which have
not been able to organise the wholesale stores on efficient, lines. In
a note the Department of Cooperation stated: “The States where
the ‘wholesale/central stores have mostly not been functioning effi-
CIGnﬂy are Assam, Rajasthan, Uttar Pradesh, Bihar, Haryana Puajab,
Hlmachal Pradesh, Jammu & Kashmir and Madhya, Pradesh,”
Explaining the reasons for fall of membership of wholesale. stores,
the witness stated: “At one time the wholesale stores started enrol-
ling all sorts of societies as their members. It was later considered
that'this was not a healthy practice and 'that wholsale stores should
normally have membership of only consumer cooperative societies
and may be a few others who are directly concerned with them, but
that the societies which are not directly concerned with 'the consu-
mer business should not be enrolled as members. ‘It may be as'a
result of that, that some societies ceased to be members of the whole-
sale stores.

P . L e ! .
, }.75. Secondly, during the last two er three years, there has been
a,continpous, fall in the number of primary consymer .cooperative
socxet;es, and with the fall in the primary consumer cooperative
gogieties, the membership(of wholesale stores in respget of societies

will also go down.” .. (i e
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1.76. The Committee are dissatisfled with the working of the
Central/Wholesale stores. The number of stores making profit has
decreased from 246 in 1966-67 to 153 in 1970-71 while those incurring
losses has increased from 98 in 1966-67 to 199 in 1970-71. During the
year 1970-71 out of 365 stores 153 made a profit of Rs. 100.53 lakhs,
199 stores incurred loss of Rs. 314.75 lakhs and 13 stores made no
profit or loss. The Committee note that the Sub-Committee of the
Central Advisory Committee on Consumer Cooperatives which has
gone into the working of cooperatives in five states have identified
the causes of uneconomic working of stores as adverse price fluctua-
tions, high over-head costs, injudicious purchases, non-recovery of
dues from primaries, stock shortages, lack of experience, mis-manage-
ment, and in some cases, mis-appropriations. During cvidence the
Committee were informed that “one of the largest factors causing
losses to the wholesale stores is that the credit sales to the primaries
are not repaid with the result that the parent body i.e. the whole-
sale store collapses.” The Committee find that as on 30th June, 1970
the outstanding amount under credit sales to primary stores and
other bodies amounted to Rs. 491.98 lakhs out of which an amount
of Rs. 139.08 lakhs was over 12 months old. The Committec take a
serious notice of the fact that g large number of primaries defaulted
in repayment of their credits thereby jeopardising the viability of
the wholesale stores on the one hand and utilising thesc interest
free credits for making purchases from private traders on the other.
These credits have thus, according to the Ministry, turncd out to be a
double-edged weapon against the wholesale stores. The Committee
desire that effective measures should be taken in consuliation with
the State Governments to avoid delay in repayment of credits by
the primary societies.

1.77. The Commiittee desire that a continuous review may be made
of the implementation of the recommendations of the Sub-Committee
of the Cemntral Advisory Committee on consumer cooperatives for
effecting improvement in the working of the stores and avoiding mal-
practices etc. relating to injudicious purchases, mismanagement and
misappropriation,

1.78. While the Members’ share of the paid up capital of the Cen-
tral|Wholesale stores remained almost stagnant over the years 1966-67
to 1970-71, the Government’s share has risen from Rs. 4.68 crores to
Rs. 7.44 crores. This goes against the very spirit, of cooperative
movement. The Committee desire that conditions should be created
wherein the stores would attract more members,



3l

1.79. Department Stores
Audit Paragraph

These stores were mostly run by wholesale stores in whose ac-
counts their transactions were merged. Upto March 1869 financial
assistance to the extent of Rs. 656.38 lakhs was paid by Government
of India to State Governments as loan (Rs. 589.82 lakhs) and subsidy
(Rs. 66.56 lakhs) for establishing 122 department stores. The work-
ing results of these stores are indicated below:—

In crores of Rupees

3

Year (Co-operative year) No. of stores Total sales No. of stores No. of stores
which made which in-
profit* curred loss*

1966—67 38 1172 21 17

1967—68 61 22' 35 27 34

1968—69 80 2600 48 32

1969—70 101 30' 00 (Not available)
(estimated)

1.80. The amounts of profit|loss of these stores were not available
with the Ministry. However, losses have been mainly attributed by
the Ministry to the following factors:—

(a) “heavy initial expenditure,
(b) high rents of buildings in some cases,
(c) heavy expenditure on establishment and other overheads,

(d) comparative in experience on the part of management in
running such large establishments, injudicious purchases,
lack of proper inventory control, fixation of selling prices,
etc., and

(e) lower sales than expected, lack of proper system of regular
and thorough stock verification, shortages in stock, pilfe-
rage by customers and employees, and faulty transactions
in some cases.”

1.81. The Ministry stated (December, 1970) that the State Gov-
ernments had been apprised of the above factors and that remedial
measures had also been suggested to them.

*The Ministry stated (December, 1970) that “the figures of department stores in
profit or loss are roximate, as, in many cases, separate accoun's for department
stores are not maintsined, and only consolidated accounts are ared for the whole-
sale stores which run the department stores. Moreover, the figures are tentative and
subject to audit.”
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1.82. Two department stores were closed down' (6hé 'in '1067-68

and the other in June 1969) on account of heavy losses and“"poor
management.

1.83. Rs. 62.77 lakhs paid to seven States during 1966-67. to 1968-
69 for setting up 16 department stores have not been utilised so far

(November 1970). The State Governments were asked in April 1970
to refund the amount.

[Paragraph 71 (iii) of the Report of the Comptroller and Auditor
General of India for the year 1969-70 (Civil), Central Government.]

1.84. The working results of the Department Stores as furnished
by the Ministry for the years 1969-70 and 1970-71 are given below:—

Year (Coop. No. of Total sales No. of Deptt. No.of Deptt. No. of Deptt. No. of

year) stores (Rs. in cro- Stores in Stores in storesin no  deptt. stores
res) profit loss profit/no loss for which
information
is not gvail-
able
1969-70 101 31:00 42 59 -_— -_—
) (Approximate)
1970=71 107 33:00 46 - 55 - 6
(estimated)

(The figures are approximate as in many cases, separate accounts
for the department stores are not maintained.) '

1.85. The Coiimittee desired to know the cumulative loss suffered
by Department Stores upto 30th June, 1971 and whether the loss was
confined to stores in States where the Cooperative Movement was
not well organised. In a note, the Department of Cooperation stated:

“Many wholesale stores are not maintaining separate accounts
for the department stores, (which are run by ‘the whole-
sale stores as their branches). As such, the information
regarding cumulative loss suffered by the Department

. Stores by themselves is not available. The profit earned
or loss sustained by the department stores is related to the
operational efficiency of the individual stores. Some of
the Department Stor workmg in cooperatively advanced
States have also sustained losses. A statement showing
‘the number of department stores, statewise, running in
profit|loss prepared on the basis of available information
is given below:—

» - .
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1.86. The Committee pointed out that the gross margin of the
Super Bazar, Delhi was increased from year to year and that it was
as high as 13 per cent against the efficiency norm of 8 per cent laid
down by the Department. The representative of the Department
stated, “In Super Bazar, they have a fairly wide range of high-margin
goods and they are selling them because the citizens of Delhi, their
customers, want them. For that reason, their average gross margin
is higher than that of an average department stores in the country.”

1.87. The Committee desired to know the average gross margin
in respect of each of the department stores in each of the years
during the period 1968-69 to 1970-71. In a note, the Department
stated: “Separate accounts are not maintained by many wholesale
stores for the department stores run by them.”

1.88. However, the Ministry furnished a statement showing the
information available with them regarding the gross msrgins of some
of the Department Stores for the years 1968-68 and 1869-70. (The
information for 1970-71 is not yet available). According to the state-
ment, the following position of the gross margin emerges:—

Year No. of stores having  No. of stores having No. of items having
T03s margin of 8 or gron margin of above gross maigin of 109,
ess ¢ but less than 10%, and above.

1968-69 24 14 8

AW

1969-70 . . 29 13 13

1.89. In a note, the Department of Cooperation indicated the vari-
ous remedial measures suggested to the State Governments in regard
to the factors contributing to the loss of the department stores and
the extent of implementation of these measures:—

(i) Streamlining of purchase policies and procedures and ex-
cercise of paper control over inventory;

(i) adoption of a regular system of stock verification, quarter-
ly or monthly, fixation of responsibility for shortages and
prompt recovery thereof;

(iii) following effective sales promotion measures and modern
business techniques including attractive shop lay-out and
display; price marking, pre-cleaning and pre-packing of
goods, self-service system, special sales and bargain coun-
ters, and alert and courteous salesmanship;
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(iv) reduction in operational costs, specially on establishment,
and adherence to the prescribed business officiency norms,
including ration between sales and selling area, staff
. strength and stock-turnover,

(v) expansion of business and increase in sales - turn-over and
adoption of “active price policy.”

(vi) streamhmng of aecounting procedures and adeption of con-
current audit; and

(vii) maintenance of sound relationship between the manage-
ment and the executive,

Implementation of the Remedial Measures

These measures have been accepted by the State Governments
and the cooperative wholesaleé|department stores. The extent of im-
plementation of each of these recommendations, however, differs
from one institution to another. The trend is towards increasing
adoption and more effective implementation of these measures.

1.90. Pointing out that according to Audit Péra, Rs. 62.77 lakhs
paid to seven States during 1966-67 to 1968-69 for setting up 16 De-
partment Stores have not been utilised and that the State Govern-
ments were asked to refund amount, the Committee enquired whether
the amounts had been refunded by the State Governments. In a note,
the Department of Cooperation stated: “The amount 2f Rs. 62.77 lakhs,
shown against 16 department stores in the Audit Para, relates actual-
ly to 15 department stores and not 16 in 6 States. Out of the amount
of Rs. 62.77 lakhs that had remained unutilised, a sum of Rs. 62,77
lakhs has since been utilised for opening 3 department stores. Funds
amounting to Rs. 20.40 lakhs in respect of 3 department stores have

. been refunded. The balance still remains unutilised, as is reported
by the State Governments to be in the process of utilisation. The
matter has been reported to the Ministry of Finance. On their advice,
the State Governments have again been addressed and requested to
arrange for the refund of the amounts remaining unutilised before
30th November, 1972. In case there is still no satisfactory response
further action will be taken in consultation with the Ministry of Fin-
ance, including adjustment against future loans and grants if neces-
sary.”

.

*According to Autit the figure is Rs, 11. 10 lakhs.
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191, The working of Department Stores presents a discouraging
picture. During the year 1970-71 out of 107 stores, 46 made profit,
55 incurred loss and for the remaining 6 the information is not avail-
able. 2 Department stores were closed (one in 1967-68 and the other
in 1969) on account of heavy losses and poor management. The losses
in the working of ‘the stores have been attributed to (a) heavy initial
expenditure, (b) high rents of buildings in same cases, (c) heavy ecx-
penditure on establishment and other overheads (d) comparative in-
experience on the part of management in running such large estah-
lishments, injudicious purchases, lack of proper inventory control,
fixation of selling prices, etc. and (e) lower sales than cxpected, lack
of proper system of regular and through stock verification, shortages
in stock, pilferage by customers and employees, and faulty transac-
tions in some cases. The Committee note that the Department of
Cooperation have suggested various measures to improve the work-
ing of stores. The Committee suggest that the Department should
effectively coordinate the implementation of these suggestions by the
State Governments and the Wholesale/Department Stores.

1.92. The Committee hope that with the effective implementation
of the various remedial measures suggested by the Department, the
stores would be able to not only show profit in their working but also
reduce the gross margin to a reasonable percentage. The Committee
find from the figures available with the Ministry that during 1969-70
29 stores were having gross margin of 8 per cent or less, while 13 had
margin above 8 per cent but less than 10 per cent and another 13
had margin of 10 per cent and above.

1.93. The Committee have been informed that an amount of
Rs. 45.61 lakhs paid to the State Governments for setting up 9 stores
has neither been utilised nor refunded to the Central Government.
The Committee desire that the matter should be vigorously pursued
with the State Governments.

1.94. The Committee had an occasion to examine the working of a
department store viz. Super Bazar, New Delhi in their 10th Report
(Fifth Lok Sabha). The Committee feel that the suggestions made
in this Report can be useful in improving the working of other
stores. .

1.95. State Federations*

Audit Paragraph:

The paid up capital, sales and financial results of the working of
the State Co-operative Consumer Federations are tabulated below:--

*The Ministry stated (December 1970) that the figures shown in the above table
were tentative.
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(a) Only two Federations incurred losses in 1963-69 as against
nine in 1867-68. The losses suffered by these two Federa-
tions were about Rs. 3.20 lakhs, while the profit made by
the rest was Rs. 8.25 lakhs during 1968-69.

(b) The turnover of eight of the fourteen Federations declin-
ed during the last 3 years ending 1969-70. The decline was
over 40 per cent in the Federations in Uttar Pradesh and
West Bengal and over 30 per cent in Mysore.

1.96. A review of the Federations conducted by the Mmistry in
September, 1970 showed that “a majority of them have yet to make
a significant effort in their main function of bulk procurement of
agricultural and other commodities for the benefit of these constituent
wholesale stores.”

1.97. The Ministry stated (December, 1970) that remedial mea-
sures had been suggested to the State Governments.

[Paragraph 71 (iv) of the Report of the Comptroller and Auditor
General of India for the year 1969-70 (Civil), Central Government.]

1.88. The latest available figures as furnished by the Ministry in
respect of membership, paid-up share capital, sales turnover and
financial results of the State Cooperative Consumers Federations for
the years 1967-68, 1968-69, 1969-70 and 1970-71 are given below:

The figures for 1970-71 are tentative. For the previous years viz.
1967-68 to 1969-70 also the figures in the following cases are still tenta-
tive as audit of these State Federations has not been completed for
these years:

-

Year State Federation
1967-68 . Orissa.
1968-69 . Andhra Pradesh and Orissa.
1969-70 . . . Andhra Pradesh, Bihar, Kerals, Punjsb,
Tamil Ny!_q _!nd Orissa.
Membership
1967-68 1968-69  1969-70  1970-71
Figures indicated in C &AG’s report . 300 339 349
Revised figures. . . . . 303 338 *333 387

*Decrease is due to disaffiliation of primary marketing cooperatives by" Orissa State
Consumer Federation,
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1.99. The Committee desired to know the progress made in the
14 State Federations under the heads—consultancy services, manage-
ment cadre training, inventory loss fund or price ﬂuctuatmn fund.
The witness stated: “So far as consultancy services are concerned,
the State Federations have not set up any. Only the National Co-
operative Consumers’' Federation has set up a consultancy and pro-
motional cell under assistance from the Central Government with
effect from the last year. As regards agricultural commodities price
fluctuation or inventory loss fund the National Federation has set
it up in the last two or three years but in some States not much
progress has been made. The State Federations of Tamil Nadu,
West Bengal, Orissa, M.P,, Mysore have already created this fund.
The federations of U.P. and Gujarat have also made.a move in the
matter...... Some States say there is no need because they are not
doing much of agricultural commodities purchase. As regards the
management cadres, the resolution of the Chief Ministers of 1988 is
there. Cadres as such have not so far actually been formed in any
of the States but some State Federations have already taken action
to frame bye-laws for the purpose and in some States the Cooperative
Act has been amen@ed.”

1.100. In a note the Department of Cooperation indicated the
details and fhe progress made in this regard in the various States
as shown under:

(i) Madhya Pradesh:

The Cooperative Societies Act and Rules have been
amended and cadire rules have been finalised. The State
Federation has appointed a cadre-committee. The Gov-
ernment have recently sanctioned a subsidy of Rs. 10,000
to the Federation for this scheme.

(ii) Orissa:

A scheme has been formulated for formation of a common
cadre for marketing and consumer Cooperatives. A budget
provision has also been made for training of cadre personnel
during the current year (1972-73).

(iii) Uttar Pradesh:

The Government is considering a proposal for creation of
a common cadre for cooperatives including consumer co-
operatives.
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(iv) Punjab:

A scheme for creation of a managerial cadre for consumer
coops. is under consideration.

(v) Gujarat:

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

The proposal is not finding favour with the wholesale
stores.

West Bengal:

The proposal is not finding favour with the wholesale
stores.

Tamilnadu:

The State Consumer Federation has been advised to sub-
mit concrete proposals for consideration. Meanwhile, a

panel of officers for deputation to consumer coops. has
been approved. N

Rajasthan:

Government is considering a proposal for creation of a
common cadre of all cooperatives, on the recommendation
of a Committee appointed by the State Government.

Maharashtra:

The Export Committee on Cooperative Development
appointed by the Government of Maharashtra have made
a proposal for creation of a managerial cadre by consumer

cooperatives. The matter is under consideration with the
State Government.

Kerala:

The proposal is accepted in principle, but not taken up
for implementation as yet.

Haryana:

The number of wholsale stores is small and their finan-
cial position is weak; hence it is not considered feasible
to form a managerial cadre at this stage. However, Gov-
ernment officials are working on deputation to consumer
cooperatives.

(xii) Andhra Pradesh:

The matter is under consid¥ration, )
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«(xiii) Bihar:

Informatxon not -yet avaxlable

a()iiv) Mysorc:

‘ The matter has been under consideration with the State

Government; details of action taken are not yet available.
The Cammittee desired to konw the remedial measures suggested

to the State Governments to improve the working of the Federa-

itions-and ‘whether the State Governments acted .on those, and if so,

with what results. In a note, the Department of Cooperation stated
<as under: .

-1.101. “REMEDIAL ME.ASURES SUGGESTED

Pt

The suggestmns, ‘given by the Central Government to State Go-
wernmertts for improving and expanding the business and other
-activities-nf State Federations are. summarised below:—

(i) The State Cooperative Consumer Federations should
undertake bulk procurement and.stocking of agricultural
commodities ‘in -order to meet the requirements of the
affiliated ‘stores. . To enable the Federations to .cover risks
involved 'in such operations, due to unforeseen fluctuations
-of prices ﬁnancial assistance shOuld be provided by State
Inventory Losses Fund|Pnce Fluctuatjon. Fund, (as recom-
imended by the Conference of Joint Regxstrars of Consu-
mers Coops. held in 1989 and reiterated by Joint Registrars
Lonference in.1871). - The State Federations of Tamilnadu,
‘West(Bengal, Orissa, Madhya: Pradesh, Mysore and U.P.
‘have orpated. the Fund in a smsall way. The State- Federa-
tions. of Gujarat and Rajesthan have also created the Fund,
‘but Gevernment wontribution is yet -to be.teceived. Other
‘Feterations have not yet created the Fund. Bull purchases
-of -agrimitural. commodities .are already being done on a
‘imited 9cale by ‘some o!zthe l‘edmuon-
'\uw'.‘r"' BRI AT ']
(ix) The State Federatxons should pool the purchases of manu-
% facturiedy sirtitles on.behalf-of wholesalsicentral stores in
‘cases where ¢hty are. mt |n & pou&tion to plane lndents for

136 LS—a ) c et e o
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the minimum quantity prescribed, directly with the manu-
facturers, with a view to making the benefits of bulk buy-
ing available to the stores (as recommended by the Joint
Registrars Conference in 1969 and reiterated by the Joint
Registrars Conference in 1971). In the case of textiles,
such arrangements have been made by most of the State
Consumer Federations in collaboration with the National
Coop Consumers Federation and in some cases in respect
of pulses and foodgrains also.

The share capital base of the State Federations should be
strengthened by additional share capital contribution by
State Governments, without insisting on matching contri-
bution (vide general guidelines indicated in the pro-
gramme of development of consumer cooperatives in the
Fourth Five Year Plan and reiterated in the Conference
of Joint Registrars held in 1969 and 1971). The Govern-
ments of Kerala and Tamilnadu have since provided addi-
tional share capital to their respective State federations.
The matter is under consideration with somre other State
Governments also.

The State Federations should set up regional warehouses
for storage of various commodities procured to enable
speedy distribution to their affiliated stores (as recom-
mended by the Joint Registrars Conference held in 1971).
The State Governments have not been able to provide
any assistance to the State Consumer Federations for this
purpose so far. i

A Business Coordination Committee should be set up at
the State level, including Chief Executive Officers of the
State Consumer Federation, representatives of wholesale
stores and Joint Registrars (Consumers), in each state and
at the National level by the National Coop. Consumers
Federation with the Chief Executive Officers of the State
Federations as members, for drawing lup agreed pro-
grammes of purchases. The National Federation has
already set up Business Coordination Committees for the:
purpose (as recommended by the Joint Registrars Confer-
ence in 1971). ' The State Consumer Federations of Maha-
rashtra, Orissa and Rajasthan have also set up Business'
Coondination Committees. The Mysore State Consumer
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‘Federation has set up a Business Advisory Committee
with members from the Board of Directors. The matter
is being pursued with other State Governments/Federa-
tions.”

1.102. The Committee note that during the year 1979-71, nine
State Federations made a profit of Rs. 5.08 lakhs, two federations
incurred a loss of Rs. 1.16 lakhs, while profit and loss figures for
three Federations are not available. The review of the federations
conducted by the Ministry in September, 1970 showed that majority
of them have yet to make a significant effort in their main function
of bulk procurement of agriculture and other commodities for the
benefit of the constituent wholesale stores. The Ministry of Co-
operation have made certain important suggestions for improving and
expanding the business and other activities of the State federations.
But some of the State federations have yet to implement these
suggestions, The Committee desire that the implementation of
these suggestions by the remaining State federations should be
pursued with the Federations and State Governments.

1.103. Much depends on the management of the stores. When
management subsidies are given by Government the Committee see
no reason why the management cannot be improved. The Com-
mittee note that some State Federations have taken action for setting
up management cadre. The Committee desire that the matter
should be pursued with the other federations.

1.104. The success of the cooperative movement in the States
depends largely on the leadership provided by the State Cooperative
Consumer Federations. In this context, the Committee wish to
emphasise that the federations should set up consultancy services
soon, The matter requires to be sctively pursued with the State
Governments.

National Co-operative Consumer Federation

Audit Paragraph

1.105. The National Co-operative Consumer Federation which was
set in October 1865 and has 14 State Federations as its members
started functioning in 1968-67. Government’s contribution towards
its share capital as on 30th June, 1970 was Rs, 15 lakhs as against
total share capital of Rs. 20.20 lakhs. Besides, a subsidy of Rs. 8.53
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lakhs was also paid by Government. The working results of the
Fedarapon are tnbuhted below — ‘ o

—

Year Sales Profit Loss
turnover
(In lakhs of rupees)
1965-66 . Notcom- 033
' menced
19§6-67 107° 17 1-66
;?67 €8 2§2°10 482
1968-69 ;87- 10 7°10
1969-70

427°08  10°49*

1106. On receipt of certain complaints Government ordered

‘(Decemher 1068) an enquiry by the Joint Registrar whose ﬁndmgs
(Jahuary 1969) were inter alia as folloWs

(a) Twenty-one tonnes out of 127 tonnes cloves purchased by
the Federat;on from State Trading Corporation had been
disposed of durmg December 1967 to March 1968 to private
traders’ at rates (Bs. 33 per kilgram to Rs, 39 per kilogram)
Wiuch were below the then prevalhlgf wholesale rates
(Rg 40 per lnlpgram to Bs 42 per kilogram), though at
that time supply by the Federation to Wholesale Co-
operative Societies was restricted.

() Certain transactions, such as hirinig of a godown in Delhi,
printing and supply of stationery and purchases of gram
angd bagley in 1267-68 had been canducted: fhrough parties
rel.gteql toa megnber of the management.

(c¢) Bad quality walnuts (250 bags and 20 cases) were supplied
by the Federation to certain consumer co-operaﬁves and
the Super Bazar in 1967-6_8

1.107. A detailed study of the working of the Federation which
has been undertaken by the Department of Co-operation’ (Seplember
1970) is in progress (November 1970)

Paxageaph T1(v) of the Raport of Comptraller and Auditor Gene-
ol 0f: Indh for the year 1069-70 (ewm Central Govemment]

——

'Bi.ureo are tentative.
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1.108. The working results of the Federation for the years 1068-
69, 1060-70 #nd 1970-71 as subsequeritly furnished by the Ministry are
.giwen delow: —

Year Sales turnover Picfit & Lcss pesi-
tion
(Rs. in lakhs)
@1968-69 . . . . . 28792 (+) 6°36
@r969-70 38549 H) 257
*1970-71 466°64 (+) 2°43

1.108. As regards the detailed study of the working of the Federa-
tion by the Department of Co-operation, the representative of the
Department stated that the study has been compieted. The Committee
desired to be furnished with a copy of the Study Report and the
action taken thereon. The Department of Co-operation, while fur-
nishing a eopy of the Study Report have stated: “It has been inti-
mated by National Cooperative Consumer Fedetation that the Re-
port was placed before the Executive Committee of the Federation
who referred it to its Accounts Sub-Committee for detailed exami-
nation and further necessary action.”

1.110. Some of the recommendations made in the Study Note on
National Cooperative Consumers Federation are given below:

(i) The purchase policy requires to be revamped. There
should be greater control and supervisfon of purchases by
the senior managerial personnel The Field Officers should
keep a clear record of the rates tendered by the com-
mission agents, so that it could be readlly ascertained that
most advantageous rates have been accepted.

(i) The N.C.C.F. should evolve a procedure for obtaining
regular indents from its constituent units at the appro-
priate time so as to facilitate reasonable assessment of
the requirements on the basis of which purchases should
be made. It will have to maintaln effective liaison with
State Federations and determine the areas where the bulk
purchases could cornfer a definite price advantage.

(1if) There is need to have a systematic ptricing policy. The
selling price has t6 be fixed after takifig into account all

@ Audited.
*Provisional.
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the over-head expenses imcluding the common over-heads.
If the market conditions are such that all the overheads
cannot be recovered from the price of a product, it will
have to be recovered from the product of those come
modities which have a better market.

(iv) It is necessary to fix the permissible level of shortages
in each category of items taKlng all the factors into
account. Action should be taken to investigate and
recover the value of shortages amounting to Rs. 5,000 in
the confiscated goods section of the Bombay branch.

(v) The maintenance of accounts has not been satisfactory,
especially in the Bombay branch. The bank reconcilia-
tion will have to be brought uplodate and all the items
causing the difference between the balance as per Cash

r Book and the bank balance should be investigated in
detail.

{vi) It is necessary to have a system of inventory management
which involves prescribing minimum level, reorder level
and maximum level for holding of stocks after taking into
account the existing turnover, future anticipated sales, the
nature of the goods and the time taken for their procure-
ment. -

(vii) There is need to introduce a system of management
accounting. The operational results of the Federation
should be worked out every month by compilation of the
trading account and profit and loss account for the Federa-
tion as a whole and for its branches separately. While
compiling these accounts, care has to be taken to see that
common overheads are proportionately allocated. The
gross profit ratio to sales and also the different cost ratios,
like pay-roll expenses to sales, interest to sales, rent to
sales ete. should be calculated to judge the operational
efficiency. An integral part of management accounting is
the preparation of the sales and the purchase budgets.
These may be drawn up for each year against which
performance should be watched every month with a view
to taking corrective measures.

1.111. Regarding the sale of 21 tons of cloves a!; a price less than
the market price, the witness stated: t‘Accox:dmg to the Joint
Registrars Report, the transactions relate the period December 1967—
March 1968, i.e. a period of about four mdn.ths. The NCCF .sold
cloves in the market at less than Rs. 5 per kilo than the prevailing
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rate. He says that NCCF sold at rates ranging from Rs. 33 to 39
per kilo whereas the:prevailing market rate was Rs. 40 to 42 per
kilo. The Board of Directors have contested the correctness of the
rate of Rs. 40.” The wilness added: “The stocks received by NCCF
‘were partly confiscated stocks and partly directly imported by STC
:from abroad and given to NCCF. The confiscated stocks were two or
three years old. Then thede is a difference between the Zanzibar qua-
lity and the Ceylon quality. The Ceylon quality is generally inferior
“to the Zanzibar quality. Now a good deal of stocks sold by the
NCCF in the market was (a) from confiscated stocks and (b) mostly
the Ceylon variety.”

1.112. The Department of Cooperation subsequently informed the
Committee that “the quantity of confiscated stock of cloves was
25,563 kgs. (25.5 tonnes approximately) ouf of the total quantity of
127 tonnes lifted by NCCF from STC.”

1.113. The Committee enquired the rate at which 127 tonnes of
. cloves were purchased by the Federation from STC. In a note, the
Department of Cooperation stated:

“The rate at which cloves were purchased by NCCF from STC
(through their agents) Jduring 1967-68 was Rs. 216 per 10
kg. (or Rs. 21.60 per kg.).”

1.114. From the statement furnished by the Department of Co-
. operation, the Committee find that sale prices and the market prices
of cloves were as follows:—

Month Rate at which Market price  Whole- Retail
sold by NCCF  as quoted in  sale eree
(Rs. per kg.) ‘Bconomics price (Rs.
Times’ for (Rs. per kg.) *
Delhi kg.)*
(Rs. in kg.)
September 67 .. 30°50 35/36/37/43/ 34/36/ 40/42/
30°00/31-00 @ 39/43 43/45/ 5o
December ’67 . 3339 40/41,39 40/42/ 146
39/41 a/as
January ’68 . 38-00/38'12 39/40 40/41 43/45
38-25
Februaty 68 . 38-12 38/39/40/51/  38/40 42/44
52
March -68 37°2§ 40/42 40/42 44147
April ’68 18- 40/for 30 kg. 43-50/43°75  46/48/  49/s0/52
121°30/for 30kg.
43°75/44°00
45°00

*Pricss 5! clovas a3 obtainzd from the unpublishied records of Bureau of Economics &
Statistics, Dzlhi Administration,
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1’115 The Committee enqnired why after the Inquiry Repm was:
submitted by the Joint. Registrar, the NCC¥ appointedi & sub-Com--
'mlttee to go into the matter. The witness stated: “Undér the.co-
operatlve law and practice, if any irregularity is found imthe: work-
ing of a co-operative, the first step to be taken is to bring it to'the-
notice’ of the management of the cooperative society and:the manage-
ment has to fake remedial steps. If they fail to take the remedial
steps, then other measures have to be taken by the Registrar of Co-
operative Societies. The Ministry took the initiative of asking 'the-
Joint Registrar of the Cooperative Societies to make an investigation,
which was undertaken by the Joint Registrar of Cooperative Socie-
ties. Then his report came. The next step was to refet it to the-
Board of Directors of NCCF and ask them to explain and ‘tv take
remedial measures. It was the decision of the Board of Directors to
appoint a sub-Committee of their own to go into the details. In fact,
it may though to be good on their part to have made a' detailed
study like this. That Sub-Commitfee ghve its report to the Board
of Directors and then they sent it to the Ministry.”

.1.116. The witness added: “The Board itself has taken some action
‘or given some directions. The Ministry came to the conclusion that
the findings of the Board of Directors were, on the whole; sound and
they were acceptable. We thought that they had done what was
required.” i

1.117. The Committee were informed that after ..the Board of
Management of the NCCF had reported in August, 1969 on the Joint
Registrar’s findings, the matter was stated to have been again re-
ferred to the Registrar of Cooperative Societies and he sent his com-
ments on the report after sixteen monthsth April, 1971. The Com-
mittee destred to be furnished with a copy of the letter received
from the Registrar. The Ministry have furnished a copy of Regis-
trar of Cooperative Societies, Delhi letter No. F259 (Bhandar)|6605
dated 17-4-71 containing his comments on the report of National Co-
operative Consumer Federation.

1.118. The Registrar made the following observations on the clove-
transaction:

“The Society has accepted this fact that 14 per cent of the
total cloves purchased has been sold in The open market, whereas
these should have been sold to the cooperative societies. Moreover,
the society did not apprise the Registrar. Cooperative Societies,
Delhi of the position. At the time:of enquiry the Soclety could not
produce any details regarding the' marketing and stock of cloves,
but now it has stated that from the beginning it procured 149,588
kg. of cloves from STC and’ also accepted that 21,088" kg: were sold
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in the open market. ;Thus, the society.has not been able to furnish:
any clarification..so far for these illegal. transactions. - The Het of
wholesale. rates .and retail rates submittgd by -the. Enquiry Officer
has been.obtainey- from the Markettmg Section af: Delhi Administra--
tion and it is. completely authentic. The society has not been able to
give a clear and satisfactory reply for selling cloves at an average -
margin of Rs. 5]- per kilogram. Their statement that the cloves
were of inferior quality and that Lucknow Stofe returned them be-
cause. af thdir inferior quality is baseless and unbelievable. In this
.connection:the: society has neither fixed any norms nor has obtained
the approval of the Board of Directors to the effect that the goods-
were of inferior quality as per the norms. The society’s contention
that only in two cases—1146 kg. dated 11-12-87 and 1587 kg. dated
7.3-68—there is a substantial difference in the rates is not true. The-
fact is:that the average difference in the rates is Rs. 5|- per kg. but
sufficient Jifference in all the rates exists. There is not even a single

instance where the cloves have been sold at the rate higher than the
market rate.

1.118. The. statement of the society that the stores may not be
given more than two bags of cloves per month as has been laid
down in the circular, was only for information and it was not carried
out in.practice. .If the circular was not’to be followed there was
no justification. for its issue.. The circular which was issued was not
circulated to all the Cooperative Stores to enable them to get the
supply of scarce goods. It seems that all thlB was done intentione
ally to serve self interest.”

1.120. As regards others transactions, the comments of the Regis-
trar made in his lefter dated 17th April, 1971 are as follows:

“The Federation has admitted this fact that the contract for
stationery and printing of forms was given to a firm Mis
.. (printers) which belongs to a colse relative of Shri
., the General Manager. To say that the Chairman of
the Federation was taken into confidence regarding the
contract and the transaction was not illegal, is baseless,
as it was against Rule 7, Chapter II of Service Rules. It
is an after-thought. Moreover, out of the total value of
the work amounting to Rs. 14,056:87 work of the value of
‘BRs. 10,414.16 was entrusted to the above mentioned firm
Mis.... (printers) which clearly proves that in order to
serve. selﬁsh motives an attempt has been made to bene-
fit him against the rules.
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1.121. The clarification furnished by the society in respect.of the
.shop taken on rent at Azad Market @ Rs. 150|- per month is not
‘_vsati'sfactory. They should have obtained the prior approval cf the

Board of Directors to take the shop on rent. The General Manager
got this shop from the firm Ms...., who was his relative. As per
the rules the Chairman has no power to give permission in such
important matter.

1.122. In its reply, the society has accepted the fact that the 300
bags of Akhrot which were purchased and then sold to the stores
like Super Bazar etc. were of small size and were also not of ‘A’
grade. But their statement that the complaint from the Super
Bazar was received after two months is not satisfactory. Being a
national level institution, the society is expected to supply good
quality of goods at reasonable rates to its customers and members.
They should not have given an occasion for complaint about the
quality of goods. The society has not mentioned anything about the
action taken against those empolyees who were responsible for
purchasing and distributing the sub-standard goods.

1.123. The Committee note that as a result of a detailed study of
the working of the National Co-operative Consumeyr Federation
undertaken by the Department of Cooperation, some far-reaching
recommendations have been made for improving its working. The
Committee desire that early action should be taken to implement
these recommendations and the Committee informed about the pro-
gress made in this regard, ’

1.124. The Committee find that the findings of the inquiry held
by the Joint Registrar m connection with certain complaints which
were not accepted by the Sub-Committee of Board of Diretors have
been upheld by the Registrar of Cooperative Societies. The Com-
mittee desire that necessary action should be taken in the matter.
The Committee, however, regret to ocbserve that the Registrar took
a long time of 16 months to give his comments on the findings of
the enquiry. The Committee would like 15 be informed about the

further action taken in the matter.

Guarantee for working capital loansjadvances

Audit Paragraph

1.125. In order to facilitate provision of adequate working capital
to the Wholesale stores and Federations, Government of India in May
1066 started providing guarantees (limited to 25°' per cent of the
amount of loans and advances) to financing banks for loans and
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advances wmade to consumer cosoperatives against pledge or hypothe-
cation of goods. Rs. 1,513.28 lakhs paid as loans by banks to 142 so-
cieties were so guaranteed on 4th August, 1970. Twenty-one societies
for which guarantees (amounting to Rs, 274.22 lakhs had been given
had incurred losses —aggregate loss Rs. 114.47 lakhs) during the
‘three years ending 1968-69. The Ministry stated in December,; 1970
that Government had not renewed the guarantees in favour of 16
bocieties.

[Paragraph 71 (vi) of the Report of the Comptroller and Auditor
General of India for the year 1969-70 (Civil), Central Government.]

1.126. The Committee enquired whether Government incurred any
loss on account of guarantees provided to financing banks for loans
and advances made to Consumer Cooperatives and if so, what was the
total amount of losses so far. In a note furnished to the Committee,
it has been stated that “no loss has been incurred so far by the Cen-
tral Government on account of guarantees provided to financing banks
for loans and advances made to Consumer Cooperatives.”

1.127. The Government guaranted loans amounting to Rs. 1,513.28
lakhs given by Banks to 142 societies upto 4th August, 1970. Twenty
one societies out of these had incurred losses aggregating Rs. 114.47
lakhs during the three years ending 1968-69. While the Committee
note that the Government have not incurred any loss so far on ac-
count of guarantees provided for loans and advances made to Consu-
mer Cooperative Societies, the Committee hope that necessary cau-
tion is exercised at the time of providing guarantees for loans ob-
tained by losing societies.

1.128. Ag the scheme has been transferred to the State Sector five
years ago, the Committee would suggest that the desirability of dis-
continuing the guarantees given by the Central Government for the
loans advanced to the wholesale stores and State Federations and en-
couraging the State Governments to do so should be considered.

Conclusion

1.129. Consumer cooperatives have a vital role to play in ensuring
equitable distribution of consumer goods at fair prices. However, the
working of these cooperatives leaves much to be desired.

1.130. In view of the various inadequacies dealt with in this Report,
the Committee feel that the Central Government with g full-fledged
department of Cooperation under them have not contributed effecti-
vely towards the stabilisation of the consumer cooperative move-
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ment in the country. There has not heen a meaningful review of the
pasition frem time to time. Adnmodly the system of collecting me-
cessary data from the States and their analysis calls for improve-.
ment. The Committee trust that the Ministry will assume a betfer

role of coordinator and guide and bring about noticeable improve-
ment in the coming years.

Nrw DeLnur; ERA SEZHIYAN,
April 17, 1973. Chairman,
Chaitra 27, 1895 (S) Public Accounts Committee.
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