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INTRODUCTION

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

2. The Audit Report (Civil), 1969 was laid on the Table of the
House on the 18th April, 1969, Audit Reports on the accounts of
the National Cooperative Development Corporation for the years
1966-67 and 1967-68 were laid on the Table on the 29th August, 1968
and 24th July, 1969 respectively. The Committee examined para-
graph 124 of Audit Report (Civil), 1969 and the Audit Reports on the
accounts of the N.C.D.C. at their sittings held on the 14th and 15th
July, 1969 (FN). The Committee considered and finalised this
Report at their sitting held on the 26th March, 1970 (A.N.). The
minutes of these sittings form part of the Report (Part II)*

3. A statement showing the summary of the main conclusions of
the Comrmittee is appended to the Report (Appendix VIII). For
facility of reference these have been printed in thick type in the
budy of the Report,

4. The Committee place on record their appreciation of assistance
renderced to them in their examination of these accounts by the
Comptroller and Auditor General of India.

5. The Committee would also like to express their thanks to the
officers of the Ministry of Food, Agriculture, Community Develop-
ment & Cooperation (Department of Cooperation) for the coopera-

tion extended by them in giving information to the Committee during
the course of evidence.

New DELHI; ATAL BIHARI VAJPAYEE,
April 4, 1970. Chairman,
Chaitra 14, 1892 (Saka). Public Accounts Committee.

*Not prited. (One cyclustyled copy laid on the Table of the House and five copies pla-
ced in Parliament Library).
(v



) §
ﬁATlONAL COOPERATIVE DEVELOPMENT CORPORATION

CONSTITUTION AND FINANCES
Audit Paragraph

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

1.2. The Corporation receives funds from the Central Govern-
ment both as loans and grants and in turn gives loans and subsidies
to the State Governments for providing financial assistances to the
Cooperative Societies in the Country,

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

Receipts. 1965-66  1966-67 Payments 1965-66  1966-67

(Figures in lakhs of rupees.)”

Opziing Balance . 47044 19075 Establishment and
Contingenciss, R 9:47 11-08
Loans from Central Loans to State Go-
Government . 499:62  1259-41  vernments. . . 940-48 157825
Grants from Central Subsidiesto State;
Govarnpment . 43526 197-42  Governments. . 35999 151-35
Pavments of loans by Repavments of loans
State Govts. ete, . 16100 23860 to Central Govern-
ment. . . 65-91 9572
Interest of loans . 85-38 127-98 Interest onloans . 65 11 86-94
Interestand dividends Income Tax . . 4465 60-73
05 investments
uyler-writing Investment in deben-~
commission etc. 25-35 16-70 tures. . . . 18:59 Nil.
Refund of subsidies Expenditure on Cen-
by State Govts. . 22:67 67-58 tral management

Instt. . . . 3:96 0:02




1 2 3 4 5 6
(Figures in lakhs of rupees)
Refund of Advatices 0.04 ¢.18 Misc. Payments ¢.923 1.99
Misc. Receipts o-of o-04 Refund of grants 2354
Closipg balarce. 10075 89-04
1699-84 200866 160G-83 200866
1.4, A broad analvsis of reeeipts and pavments of the Corporation for 1966-67 and
1967-68 i< given below:—
RECEIPTS 1066-67  1967-68 PAYMENTS 1966-67  1667-68
Opening balance . 19075 §9-04 Establishmertand
contipgencics. 1108 1149
Loans from Central Loans to State Go-
Government 125941 £28-05  vernments . 157825 =32- 80
Grants from Central Subsidies 1o State
Guvernment . 19742 44177 Governments. . 181-38 416-98
Repavment of loans Repavment of loans
by State Govern- to Ceniral Govern-
ments ete, . . 23860 49746 ment 9572 126 98
Intereston loans 127-68 19012 Refund ottoans. 275:94
Intersst and Jividends Interston Joaps. N6y 172589
on Ivesrments un-
derwriting commi- Income tax. 6073 16-60
ssion cle. . 1672 Soqm
Refunds of  sub- Investmentin Jebep-
sidies by state Go- tures . £-00
vernments . 67,87 21-06
Refund of advances C-1% o-11  Expenditure 04 Cen-
tral Magagement
Instt. 002
Misc. receipis . ¢ o4 0 46 Misc. Pavmer.ts 1-00 172
Refund of grants 2354 431
Closing Balapce $9-04 12-31
209866 1773-49 2098-66 177349

[Para 1 of Audit Reports on the accounts of the N.C.ID.C. for the yvears 1966-67 and

1967-68]

1.5. The National Cooperative Development Corporation is a sta-

tutory body constituted under the N.C.D.C. Act, 1962. It was set up
in March, 1963 as a successor to another body called the National
Cooperative Development and Warehousing Board which was estab-
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Jrshed in 1956 following the recommendations of the All-India Rural
Credit Survey Committee.

1.6. The Corporation maintains the “National Cooperative Deve-
lopment Fund” created under the provisions of Section 13(1) of the
Act. The fund is fed by loans and grants from the Government of
India and is used to give loans, grants to State Governments and
national level cooperative federations for implementing various
schemes in the cooperative sector. The following table shows the
broad details of assistance provided by the Corporation amounting
to Rs. §9.67 crores as at the end of 1967-68:

Particulars. Loan Subsidy Total

‘in lakhs of rupeas

4. Centrally aided planschemes . . . 3549.211 1844048 S1412-286
7Y Centrally sponsored schemes . . . 17710021 292047 2364068
Ji Corroration’s spensored schomes . B 8 XSkl &) 1848 118G 268

Torat . . . . 647Trgsu 248564 59A6-550

The following table shows the administrative expenditure of the
National Cooperative Development Corporation since 1962-63, vear-
wise:

1962-63 1063-64 16£1-65 1065-66 1966-67 1967-63 1968-60

{in lakhs of rupees}

Pav and allowances of otii-

cers and staff . . -010 2:99 434 6:92 R-17 362 9 2~
Otheritems  including
contingent expenditu’e

TA, rent rates ¢tc.) ‘ol10 1-a8 247 285 202 2-86 2-01

ToraL . . -020 437 7-31 9 4% 11°09 11-49 124318

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

1.7. The Committee enquired why there had been an increase in
expenditure over the years. They have been informed that “the
National Cooperative Development Corporation came into existence
in 1963-64 with a small nucleus of staff from the National Coopera-
.tive Development & Warehousing Board. Apart from some increase
In establishment consequent on increase in scope of activities since
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then, periodical revision of D.A. payable have led to increase in ad-
ministrative expenditure.”

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

1.9. The Study Group came to the following findings:

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

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

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

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

(iv) providing a forum and meeling ground for the state repre-
sentatives for the exchange of ideas on different subjects
and frr the evolution of guidelines;

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

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

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

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

Activities mentioned at (i) to (vi) have necessarily to be retained
. by the centre as they flow from its role as leader, innovator and tech-

nical guide. The activities mentioned at (viii) should be decentra-
lised.”

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

Thus within the ‘co-operative’ sector two different methods of
release of assistance are followed, one by the National Cooperative
Development Corporation and the other by the Department of Co-
operation. For ‘cooperative farming' and ‘training and education’,
the Department of Cooperation issues sanctions sometime in March
for central assistance to be adjusted against ways and means ad-
vances made to the State Governments. By linking release of funds
with the progress of expenditure and implementation of schemes,
the National Cooperative Development Corporation endeavours to
ensure proper utilisation of funds by the states and has met with
Increasing success in recent years. However, except for the release
Of assistance for the schemes sponsored and financed by the Corpora-
tion from its own corpus, there is no reason why the State Govern-
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ments should not be relied upon for releasing assistance to societies
themselves, obtaining utilisation statements from the societies and
having on the spot investigations, if lump sum assistance for plan
schemes is placed at their disposal. This will obviate the necessity
of the Registrars of Cooperative Societies having to send the details
and of the National Cooperative Development Corporation having to
scrutinise them. An avoidable load of work and unnecessary cen-
tralisation of functions at the headquarters can be done away with,
Besides, this scrutinv is squarely the responsibility of the Registrars
and not that of the centre, which. incidentally does the scrutiny on
the basis of arranged information supplied by the Registrars. This
spoon-feeding is unnecessary and undesirable. The Registrars of
Cooperative Societies should be authorised to release ascistance to
cooperative societies in the same number of instalments as are pres-
cribed by the National Cooperative Development Corporation. The
Corporation will thus be divested of its functions in regard to scru-
tiny of cach tvpe of scheme and release of grants and loans and an-
cillary work.”

1.11. In regard to centrally-sponsored schemes in regard to which
assistance to the States was routed through National Cooperative
Development Corporation, the Studv Group stated: “None  of the
schemes. .. .conforms to the criteria laid down by the Planning
Commission for centrally sponsored schemes which are:

2y thev should relate to demonstraticn, pilot projects, survey
and research; !

(:1) thev should have a regional or inter-state character;

(iit) they should require lump sum provisions to be made until
they can be broken down territorially; and

(iv) they should have an overall significance {rom the all-
India angle.

There appears to be no necessity of foisting the centre’s judgement
on the states regarding the necessity of any of the centraliy SpOnNsor-
ed schemes in this sector. Except for providing broad guidelines,
the centrally sponsored schemes should be completely decentralised.
If. on an overall view of the entire development programme, any
sc}?emes in the cooperative sector are considered to be of overriding
priority, central assistance can be tied to them.”

1.12. The Committee drew attention to the foregoing observations
of the Studv Group of Administrative Reforms Commission and
wanted to know whether it was necessary to route central assistance
to the States through the National Cooperative Development Corpo-
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ration, particularly when other Ministries and Departments and the
Department of Cooperation itself in regard to certain schemes re-
lease assistance to States without the intervention of an intermedi-
ary. The following position in this regard was explained during
evidence and in notes submitted to the Committee:

“The Report of the Study Team of the Administrative Reforms
Commission on Centre-State relationship has, no doubt, recommend-
ed that the National Cooperative Development Corporation should
divest itself of the work relating to release of Central assistance.
However, it may be recalled that the Report of the Working Group
on Cooperation set up by the Administrative Reforms Commission
has recommended that the scope of the National Cooperative Deve-
lopment Corporation should be expanded to cover coopepative deve-
lopment activities in other sectors with a view to bringing about
closer association of the representatives of the cooperative institu-
tions in the formulation of cooperative policies and progrgmmes as
1 prelude to progressive devolution of these functions to national
coaperative organisations. This Working Group has also observed
that the Corporation has made positive contribution to accelerate the
implementation of the cooperative processing programmes. The
Administrative Reforms Commission has not vet finally given its re-
commendations on matters pertaining to Cooperation and the
National Cooperative Development Corporation.

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

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

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

(iii) the association of non-official leadership of the cooperative
movement with official representatives of the Government
in the National Cooperative Development Corporation
facilitates objective and realistic appraisal of programmes
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in the field. The programmes in the State Plan sector
cannot be fully separated from the programmes in the
Central sector; both should be regarded as supplementary.
Therefore, handling of both kinds of programmes through
the National Cooperative Development Corporation helps
in bringing about an integrated approach to the develop-
ment programmes in these sectors.”

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

On the administrative side,

{(a) periodical checks conducted by officers of National Co-
operative Development Corporation during their visits to
States:

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

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

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

*Please see chapter, .vn
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is correct.” It was added, however, that “we do the scrutiny in the
case of centrally sponsored schemes.” The Committee pointed out
that the view of the Study Group of Administrative Reforms Cem-
mission was that these centrally-sponsored schemes do not satisfy
the criteria laid down by the Planning Commission and that the Cor-
poration should therefore shed its work in this regard. The witness
stated that “this particular work has already been shed with effect
from this year”, as the number of such schemes has been “drastical-
lv curtailed.” The number of centrally-sponsored schemes operated
by National Cooperative Development Corporation was 3 in 1968-69.
During the Fourth Plan, the Corporation would operate only one
scheme, i.e., “Margin Money Scheme for distribution of fertilisers.”

1.14. Taking up the second reason given for using the Corporation
as a medium for routing central assistance, i.e., that it secures asso-
ciation of National Cooperative Development Corporation with co-
operative programmes, and thereby facilitates formulation of pro-
grammes on sound lines, the Committee enquired whether there
were no agencies like Programme Evaluation Division of Planning
Commission which could evaluate cooperative programmes. The
witness stated that the studies conducted by National Cocperative
Development Corporation are “more from the administrative and
organisational angle” and that the Planning Commission had been
requested not to duplicate the evaluation work done by the Cerpo-
ration.

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

1.16. Summing up the position, the representative of National
Cooperative Development Corporation stated: “If vou take all these
aspects of the picture together into account, it will be clear that so
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far as the co-operatives are concerned, they are receiving effecitve
guidance and assistance from us in one form or the other. In ‘the
recent Ministers’ Conference at Bangalore also, it may be mentioned,
they made a recommendation that the Central Government should
augment the resources of the Corporation to make it more effective
and give it more assistance outside the State plans’ ceilipg........
The basic thinking on this issue goes as far back as the Rural Credit
Survey Committee Report where they thought that cooperation,
being essentially a non-departmental and non-governmental activity,
its development is a gradual phase which should ultimately lead to
federations of various cooperatives. The whole concept of the
Mational Cooperative Development Corporation organisation is re-
flected in the Act itself which envisages a certain amount of Cen-
tral planning, guidance, supervision and promotional role that can
be exercised while, at the same time, not sacrificing the States’ au-
tonemy in the matter of cooperation.” The Committee pointed out
to the witness that though the N.C.D.C. Act “provides for the Cor-
poration, it also provides for its dissolution”. They invited attention
in this connection to Section 21 cf the Act.

1.17. The Committee pointed out that there had been a change in
the pattern of central assistance to the States and drew attention to
a communication dated 22nd May, 1969 from the Planning Commis-
sion extracts from which are given below:

“The procedure for channelling of Central assistance for schem-
es included in the State Plans as set out in the Planning Commis-
sion’s letter No. PC(P) 4266 dated January 25, 1967 has been under
review for some time. The Committee of the National Development
Council recommended at its meeting held in July, 1968 that Central
assistance to State Governments for their Plan schemes be given in
the shape of block loans and grants. After taking into consideration
the recommendations made by the Administrative Reforms Com-
mission in this regard as also the views expressed by State Govern-
ments in response to the Planning Commission’s letter No. PC(P)4|
268 dated March 8, 1968 it has been decided in consultation with
Ministry of Finance that Central assistance to States for the Fourth
Five Year Plan (1969-74), with the exception of the funds to be pro-
vided by the National Cooperative Development Corporation, will
bg given as block loans and grants each year. It has also been de-
cided that each State should receive 30 per cent of the total assist-
ance every year as a grant, the balance of 70 per cent loan. The
terms and conditions governing the block loans will be communicat-
ed tc Stote Governments separately.
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Central assistance to the States will not be related to any indi-
‘vidual scheme-group of schemes or Head of Development on the
basis of matching contribution. However, in order to ensure that
the priorities for the plan are generally maintained in the course of
implementation it has been decided that the outlays under certain
heads or sub-heads and for a few specifiea schemes shall be ear-

1.18. The Committee were informed that releases by National
Cooperative Development Corporation would not come within the
purview of the foregoing scheme. The releases will be made as be-
fore scheme-wise. However, there are certamn cooperative schemes
(e.g., Agricultural Credit Stabilisation Fund) in regard to which
National Cooperative Degvelopment Corporation does not come into
the picture. In regard to these schemes, ceniral assistance will be
direcily released to the States under the new system of block loans]
grants formulated by Government. Funds rclessed by National Co-
operative Development Corporation cannot be diverted by the States,
but in regard to funds made available by the Government of India
direct 0 the States, the States will enjoy fiexibility in utilisation as
contemplated in the new scheme,

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

(i) The Corporation is not at present in a position effectively
to stop diversion of funds by the States, if at all it is
taking place. It is releasing assistance for schemes on the
basis of proformac submitted by State Registrars of Co-
operative Societies which give details of proposals, esti-
mates, or expenditure incurred ete. As pointed out by
a Study Group of the Administrative Reforms Commis-
sion “ne detailed scrutiny” is dome by the Corporation;
“but on the basis of facts intimated in the prescribed
form financial assistance is released.” The Study Group
concluded that this ‘spoon-feeding is umnecessary and

4113 (Aii)LS—2.
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undesirable” and “leads to an avoidable load of work and
unnecessary centralisation of functions at headquarters”
which “can be done away with.” It was stated during
evidence that the Corporation does conduct scrutiny prior
to release of assistance in respect of centrally-sponsored
schemes (as opposed to centrally-aided schemes). The
data furnished to the Committee, however, shows that
the number of centrally-sponsored schemes at present
administered by the Corporation is only 1.

The only other check on utilisation of funds that the Cor-

(ii)

(iii)

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

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

It has been stated that National Cooperative Development
Corporation evaluates schemes for which assistance is
reieased by it and thereby a realistic formulation of pro-
grammes is facilitated. The findings in the later section
of the Report will show that important schemes like
cooperative marketing have never been subjected to an
overall appraisal by the Corporation at any stage. The
Corporation has also not been able to furnish to the Com-
mitiee complete data on a number of major points like
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the quantum of financial assistance provided by it for
marketing societies covered by ‘revitalisation’ programmes,
the position of godowns under construction in various
States, financial assistance provided by it in respect of
uninstalled processing units etc. Besides, any evaluation
that is required to be done could well be done by the

Department of Cooperation or agencies like the Pro-
gramme Evaluation Division,

(iv

e

As regards the argument that the Corporation, through its
constitution secures association of non-official leadership
with the cooperative movement, the Committee find it
difficult to understand why the purpose could not be
served equally well by devices such as informal consulta-
tive committees. In any case, there is a full-fledged
Department of Cooperation under Government and the
interposition of the Corporation between the Department
and the cooperative sector will only hamper, instead of
facilitating the ‘de-officialisation of the cooperative move-
ment. Besides, as the Corporation itself has no substantial
means of independent income, being fed by grants and
loans by Government, it just acts as one more intermediary
in the process of channelisation of funds to cooperatives.

1.20. The National Cooperative Development Corporation is a
successor to the National Cooperative Development and Warehous-
ing Board which was set up as a result of the recommendations of
e All-India Rural Credit Survey Commitice. At the time the
National Cooperative Developiaent anéd Warehousing Board was set
up in 1956, the work relating to cooperation “was handled by »
emall division in the Ministry of Food and Agriculture™* As point-
ed out by the Expert Commitice on ‘Financing of Cooperative Pro.
vessiag’, one of the considerations ¢f the Rural Credit Survey Com-
mittee in recommending establishment of a statutorv body with am
independent fund of its own “was to imsulate the processing, market.
ing and other couperative development programmes from the limita-
tons of annual budgetary alleeations” as a prelude (e their becoming
"0 non-departmental and aon-Govermment activity,” This ohjective
has pot been achieved amd the National Cooperative Development
Corporation functions just Yike other Government Departments, the
funds provided to it hy Government being subject to lapse,
not utilised, at the end of the financial year. Besides, there is
now a full-fledged Department of Cooperation under Government

*Report of the working Group of Admyinstewive | eforms Commission on coaperation.
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which came into existence in 1958, subsequent to the formation of
the Statuiory Board. The Commitice have reasons to doubt
whether the existence of an official organisation like the National
Coop.rative Development Corporation in the cooperative sphere,
besides the Department of Cuoperation is at all necessary. Besides
the existence of two official agencies will not certainly be conducive
to the ‘de-officialisation’ of the csooperative movement,

1.21. The Committee would like Government to remit the forego-
ing consideration for detailed expert study and come to a decision
on the nccessity for the continuance of the National Cooperative
Development Corporation. 1n any case, even if there is justification
for the organisation, the present system of channelising Cenirai
assistance to the States through the Corporation does not appear

to be necessary,
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COOPERATIVE MARKETING SOCIETIES

(i) Financial assistance provided:

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

Centrally  Centrally Corpera-
aided sponsored  tion’s

schemes  schemes own
schemes
(inlgkhs of rupecs).
Loan for share capital. | . . . . . 698-10 12259 10°1¢
L.oan for transport vehicles. . . . . . SI-1% 1.20
Managerial sudsidy | R . . . . . 55:54 7:98
Subsidy for grading staff and equipment. | . , 582 ccq
Subsidy for Price fluctuation. . . . . . 21°99 .
Subsidy for promotional cells. . . . . . . . 813
TotaL . . . . . 832-60 13181 18-3¢

(ii) Performance of marketing societies:

2.2. The Committee referred to the findings of a survey entitled
“Development of Cooperative Marketing” which had been brought
out by the Reserve Bank of India in January, 1969. This survey
had pointed out that “the maketing behaviour of selected cultiva-
tors showed that marketing societies had made a negligible impact
on the cultivators about their ability and scope as good marketing
institutions.” The marketing societies “were content to handle

15
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whatever little produce came to their door” whereas saels of pro-
duce by the cultivators were predominantly in the villages.* The
Committee enquired what concrete steps Government had taken
to make the societies reach the cultivators and to equip them to
face competition from local traders. They have been informed
that “the observations made in the Reserve Bank of India’s report
is based on data relating to the years 1962-63 covering 22 primary
marketing societies.” The latest available statistics showed a defi-
nite improvement inter-alia in the following respects:

(i) From the point of view of membership.

(ii) From the point of view of “owned funds” of the co-
operatives. '

(iii) From the point of view «f cperaticns of the cooperatives.
In this connection, the following data has been furnished to the
Committee:

(1) Membership of Marketing Cooperatizes

Type. 1957-58  1962-63  1966-97

1. Primary marketing societies.t

(a) Societies (in thousands) . . . . 19 102 147

(b) Individuals and others (in lakhs.) . , §5-22 1§5' 15 19:46
2, Central Socteties

(@) Societies (in thousands) . . . . 18 27 27

(b) Individuals and others (in lakhs). . . 2:03 066 0°59
3. State Federations

(a) Societies . . . . . . 1841 4730 6036

(b) Individuals and others R . i X 268 925 1117

4. National Federations
(a) Socicties. . . . . . . .. 37 23

(b) Individuals

wAccording to the Dantwala Committee “the bulk of the marketab} lus of th
farmer issold in villag:s. The All-India Rura] Credit S le surplus of the
659, of the total sale of all crops took place in villag‘és.‘ urvey Commitie estimated that
1 The total number of Primary societies in 19 ; i
8 57-58 was 1,899-Vide page 1571 of rt
of W.G. of A.’II.C. on “Coop_crauon. The number in 1966-67 and 196'];:’-6’!8e was afzggr;%d
3,280 respectively vide “Review of Cooperative Movement in India (1966-65 R.B.J. (1970).
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(i) Owned Funds of Marketing Cooperatives

Type 1957-58  1962-63 1966-67

. (in crores of rupees)
1. Primary marketing Societies

(a) Share capital—

() Members . . . . . 1°58 4°76 7°42
(it Government | . . . . 064 4794 1444
() Total | . . . . . 222 9-70 21-86
(b) Reserve & other funds . . . . 1-60 5°53 11:27
(¢) Totalowned funds R . . . 382 15:23 33-13

2, Central Marketing Societies

(a) Share capital

(f) Members . . . . . 1-08 1-22 117
(i1) Government. | . . . . 0-33 0-53 ©0-88
(%) Total | . . . . . 1°41 1'75 2-05
(b) Reserve and other funds. . . . . 381 3-46 4-27
(¢) Total owned funds. . . . . 522 S-21 6:32

3. State Apex, Federations

(a) Share capital

(i) Members s . . . s o-21 0-50 0°*R6
(#1) Government | . . . . ©-40 0°92 4°43
(#%) Total . . . . . . v 01 1-42 5429
(b) Reserve and other funds . . . . ©°93 2-02 4°40
(c) Totalowned funds , . . . . 1-54 344 9-69

4. National Federations
(@) Share capital

() Members . . . . . .. neg. 0-0§

05 N.C.D.C. . . . . . . . 010

@Gi) Tod . . . . . . neg. o'14

(5) Reserve and other funds. . . . . .. o'10 o 18

(¢) Total owned funds. . . . . . .. 010 0°'30
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(iii) Operations of AMarketing & Processing Cooperatives*

Activity 1955-56  1962-63  1965+67 |

(Rs. in crores)
1. Marketing of Agricultural Produce

(a) Foodgrains . . . . . . - 32 148
(&) Sugarcane . . . . . . 33 59 95
(¢) Othercrops. . . . . . 20 69 95
ToraL | . . . 53 160 338 )
2. Distribution of Agricultural Requisites
(a) Fertilizers. X . . . . 30 355 114 4
(b; Seeds . . . . . . 2.1 70 25-5
(¢) Other inputs, 3 231
ToraL . . . . . 31 546 163-0
3. Supply of Consumer arricles inrural areas . . 16-7 254 245°3
(1960-61)
4. No. of primary marketing societies undcriakings *
(ay Marketing of Agricultural Produce. . N.A. 2185 2300
b, Distribution of inputs. . . . , N.A. N.A, 1852
(¢) Supplies of consumer articles, | . . N.A. 690 1814

2.3. The Committee pointed out that the rise in the turnover:
reflected in the figures furnished by Government would be largely
neutralised if the rise in price index that occurred during this period
were taken into account. During the period 1361—67, the price
index in regard to foodgrains moved up from 106.7 to 177.7 and the
whole sale index rose from 111.7 to 171.1. The Committee also
drew attention in this connection to the findings incorporated in a
paper prepared hv the Division of Rural Survevs, Economic
Department. Reserve Bark of India for a seminar held in 1968.%
The findings were: “during 1965-66 a little more than a quarter of
the 3198 primary marketing societies in the country did not repnrt
any sale of farm produce; the value of the produce sold by the
remaining societies was Rs. 134 crores or a little more than 5 per
cent of the total marketable surplus.” The Committee enquired

*These figures do not tally with the figures given by the Reserve Bank of India given later
in this Report.

t*“Financing of Agriculture by Commercial Ranks”’—Report of aseminarheld on Decerm--
ber 6-8, 1968 (Reserve Bank of India.)
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whether data was available to indicate what proportion of market
produce the marketing cooperatives handled in subsequent years
and what steps were being taken to ensure that the cooperatives
made headway. Explaining the position in regard to the foregoing

issue, the representative of the Department of Cooperation inform-
ed the Committee as follows:

“I would like to mention this in broad perspective that even

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

{t is quite true that all the three thousand and odd primary

marketing societies in this country do not . undertake
marketing of agricultural produce. There are some
who undertake all kinds of marketing activitv and there
are some which only undertake distribution of inputs.
It has been the endeavour of the National Cooperative
Develorment Corporation and the Ministry to trv to in-
crease the number of marketing societies which nnder-
take marketing of agricultural produce.

[ mav mention here that this aspect to which the hon. Minis-

ter also drew attention was also posed to the State Minis-
ters during the recent Bangalore conference, that there
are many marketing societies which are not doing the
marketing of agricultural produce as such. Thev are
primarily doing distribution of agricultural inputs. That
also is a very important function—distribution of fertili.
zers, seeds and pesticides. This year. the cooperatives.
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expect to distribute tertilizers worth nearly 260 crore; i

rupees. But apart from this, we are also aware of this
deficiency that in many societies marketing of agricy).

tural produce is not given due importance, and it has been
our constant effort to improve the situation.”

2.4. In regard to the proportion of market produce handled by
cooperatives, the witness stated that “it is difficult for us to know
actually what is the total marketable produce in respect of agri-
cultural commodities in the country as a whole because realiable
statistics are very difficult to get.” In a note on this point it has
been further stated: “Information of total agricultural produce that
came into the market is not available; the Directorate of Economics
and Statistics of the Department of Agriculture have information of
market arrival for specified commodities for selected markets only.
Therefore, it has not been possible to work out percentage of agri-
cultural produce handled by cooperatives in relation to total market

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

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

1965-66  1966-67  1967-68

No. of socicties assisted . . . . 218 219 175

Total amount of assistance sanctioned (inlakhsof Rs.) . 5-55* 11-37% 5-57e
“Total amount of purchases made (in lakhs of Rs.) 747°27 107670 97071

(ii) To facilitate collection and storage of produce, the socie-
ties are assisted in the matter of acquiring storage capa-
city and transport. “In recent years we have given

Rs. 59.39 lakhs for building up transport.”

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

* Assistance was paid in subsequent years,
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a pool of management personnel for helping affiliated

institutions are eligible for subsidy, 50 per cent of the
cost of which is borne by the Corporation.

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

in this regard in the various States. In reply the Government have
furnished the following note:

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

2.7. The Committee enquired during evidence what steps had been
taken to set up an integrated marketing complex. The witness stated
that an attempt is being made to build up an “unified marketing
system.” He added: “Steps are being taken to see that the village level
societv is affiliated to the primary marketing society and that the mar-
keting society should contribute a certain share to the higher society.
We want the marketing societies at the Statelevel also to consider
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their marketing societies down below as a part of the total systemr
so that they can act in collaboration..... Unfortunately regulated
markets are not there all over the country. It requires certain legal
amendments to which aspect the Department of Agriculture has also
drawn the attention of the State Governments.”

2.8. The Committee drew the attention of the witness to the

following observations of the Reserve Bank of India in their Survey
Report (1968):

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

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

“Regarding the point made about traders being members of
the cooperative marketing societies, this is part of the wider
problem nf vested interests in cooperative societies. The
Mirdha Committee on Cooperation, 1965, had brought to
the notice the loopholes in the Cooperative Societies Act.
rules and bve-laws which enable vested interests to exploit
these institutions. The Chief Ministers’ Conference in 1968.
considered various measures to be adopted for curhing
vested interests and suggested that statutoryv amendment
may be taken up for exclusion of such vested interests from
the membershin of the cooperatives. The recommendations
of Chief Ministers’ Conference were communicated to the
State Governments. In pursuance of this, the Government
of Maharashtra has already enacted suitable amendments
to the Cooperative Societies Act. Some other States like
Kerala and U.P. have also incorporated suitable provisions
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in their Cooperative Acts and Rules to curb the growth
of vested interests. The matter is under consideration in
a number of other States.”

2.10. During evidence, the witness admitted “the position of the
marketing societies is not an ideal one. The only limited point that
we are trving to emphasise is that there has been an improvement.”
The witness added that Government “have been trying to pursue the
matter with the Stale Covernments..... so as to bring about a subs-
tantial improvement in the qualitative as well quantitative pertorm-
ance of the cooperative marketing societies.”

2.11. The Committee enquired whether the Naticnal Cooperative
Development Corporation had made any evaluation on their own about
the impact of the corrective measures taken by them so far. The
witness replied: “No evaluation in that sense has been done” “Par-
tial evaluation” in respect of individual societies has been done. “We

do not have......staff to make a comprehensive evaluation ol the
whole marketing structure”

212, In a “Review of the Cooperative Movement in India—
1966—68". brought out in January, 1970, the Reserve Bank of India
have given the following statistics of operations of marketing societies:

‘Rs. in crores®

Year Nooof  Sale of Sale of Salc of
socieries  agricul- agricul- consumer
rral tural goods

produce  recuisites

State
1965-A6 . . . . . 21 T3 430 381
1966-67 24 1252 83-2 217
19067-68 . . . . . . 23 124-2 920 154
Central
1069-66 . . . . . 155 11°6 388 304
19066-67 ) . . . 156 291 539 38-1
1967-68 . . . . . . 162 4474 796 281
Primary
1965-66 . . . . . . 3198 133:6 619 1214
1966-67 . . . . . . 1,298 1467 il 142°3

1967-68 . . . . . 3.2 80 192°5§ 1071 112°4
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2.13. Explaining the reasons for the increased operations, the-
Survey has referred to the following factors:

(i)

(31)

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

1966-67  1967-68

_Rs. lakhs Rs. lakhs

72826 71726

The Committee observe that this accounts for 60 per cent—
70 per cent of the agricultural produce handled by primary
societies.

“The intensification of agriculture in recent wvears has
genercted larger demand for inputs, improved seeds etc.
Consequently the supply activities of marketing societies
also expanded during the period. The aggregate value of
agricultural requisites sold bv the State, Central! and pri-
maryv marketing societiez rnse from Re. 144 croves in 1965-
66 to Rs. 185 crores in 1966-67 and to Rs. 273 crores in
1967-68. In most States cooperatives were sunninterd sole
agents for distribution of agricultural requisites including
chemical fertilisers. The ougregate valae of fertilisers dis-
tributed in 1967-68 was 245.0 croves forming 8R.1 per cent
of the total requisites supplied during the vear.”

(iii) Linking of credit with marketing:

2.14. According te the survey carried cut by the Reserve Bank of
India. “the cooperative credit structure did not provide a sufficiently
strong base for marketing societies” in the districts covered by the
survey. The Committee enquired wiiat steps had been taken to forge
an organic link between these two tvpes of socicties so that the
provision of credit by cooperative societies to cultivators could be link-
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ed with the marketing of produce by the cultivators. In a note on
this point, the following position has been explained to the Committee:

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

Year ‘Totz] No. Affiliated Percentage
to affiliation
masketirg
societies

(Figures in thousands)

1055-56 . . . . . . . 160 6 4
1961-62 . . . . . . . 218 [ele] 41
1052-63 . . . . . 211 102 47
1063-64 . . . . . . . . 211 121 857
1064-65% . . . . . . 210 128 61
1065-66 . . . . . . . . 197 140 71
1066-67 . . . . . . . . 100 130 74

It is expected that about 80 per cent of the village societies
mav be affiliated to marketing societies by the end of
1967-68.”

2.15. During evidence, the representative of the Department of
Cooperation informed the Committee that “i» 1066-6€7, there was
recovery through linkace, fe.. through the med um of markeling
socicties, by the marketing of produce, to the extent of Rs. 46 crores
out of a total loan of Rs. 365 crores which means 12 to 13 per cent
for the country, This can be compared with the figure of 1961-62 in
which vear out of the total loan of Rs. 228 crores, only Rs. 10 crores
were recovered through linkage. So, there has heen a steady im-
provement in the situation since 1961-62. But there is one important
difficulty which. ... .. might be relevant. So far as foodgrains are
concerned, the procurement policy in different States and the pro-
cedures which have been laid down have a great bearing on the
tuestion of recovery of dues through linkage. It has been found
by cxperience that many State Governments are reluctant to allow
the cooperative marketing societies to deduct out of the sale proceeds
the money which is pavable tn the cooperative society. That is a
Practical difficulty. Therefore, in the matter of foodgrains, pro-
gress in respect of linkage has not been satisfactory whereas in the
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matter of other cash crops like sugarcane, cotton and groundnut, there
has been a much better linkage.” ’

2.16. “The Review of the Cooperative Movement in India” (1966—
68) carried out by the Reserve Bank of India, however, gives the

following findings in regard to progress of linking credit with
marketing:

“The system of linking credit with marketing. though introduc-
ed in several states, had not made much headway till the
end of the period covered by the review. Cooperative socie-
ties In ~ome of them v, Maharashtre, Ultar Pradesh,
Madhyva Pradesh, Kerala, Gujarat and Andhra Pradesh,
Mysore and Tamil Nadu had succeeded in recovering fairly
substantial amounts from out of the produce marketed by
them. The sugar factories in Maharashtra, Mysore.
Gujarat and Tamil Nadu and cotton ginning and pressing
societies in Maharashtra and Gujarat too had remitted to
the primary credit societies their dues out of the sugar-
cane'cotton processed and marketed. The total loans re-
covered under this system by the marketing and processing
societies in 1967-68, aggregated Rs. 33.6 crores. Apart from
the marketing and the processing societies, the agricultural
credit societies themselves had effected recoveries amount-
ing to Rs. 208 crores in 1967-68 from the produce marketed
bv them. Thus, the recoveries made under the svstem in
1967-68 were of the order of Rs. 54.4 crores compared to
the total recoveries amounting to Rs. 374.3 crores made
by all the primary agricultural credit societies during the
vear. The percentage of recovery effected through the
credit, marketing and processing societies for 1967-68 thus
works out to 14.”

{iv) Revitalisation of weak societies:

2.17. The Dantwala Committee (1966) had pointed out that “as on
30th June, 1964 nearly a third of the total number of primary market-
ing societies were not doing any marketing business while the total
annual business of another one-third societies was less than Rs. 1
lakh each.” It recommended that “each State Government should
draw up a phased programme to revitalise the inactive and marginal
societies within a period of 3 to 5 years.” The Committce drew
attention to the foregoing position. They also pointed out that the
Reserve Bank of India Survey had suggested that the weak societies
may be “written-off” in the interest of the cooperative marketing
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movement. In a note submitted to the Committee, the Government
stated: “The recommendations of the Dantwala Committee on Co-
-operative Marketing were conveyed to the State Governments in 1967
after they were considered and endorsed by the Conference of Chief
Executive Officers of Apex Cooperative Marketing Societies and the
Joint Registrar (Marketing). These recommendations have, by and
large, been accepted by the State Governments which are taking steps
to identify ineffective and marginal societies for purposes of revitalisa-
tion. Information regarding the survey and the number of societies
to be taken up for revitalisation in the different States is being collect-
-ed.”

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

Gujarat . . . . . . . . . . . 200
Punjab . . . S . . . . . . 13
Kerala . . . . . . . . . . . 14
Maharashtra . . . . . . . . . . 4
Haryana . . . . . . . . . . . s
Tamil Nadu : . . . . . . . . . 16
Orissa . . . . . . . . . . . A

The Committee enquired about the financial assistance given to these
societies by the Corporation. Detailed information on this point is
awaited but such information as has been furnished is reproduced in
Apnendix Il to this report.

2.18. The Committee enquired whether any systematic survey
had been carried out to identify the ineffective and marginal socie-
ties. The witness stated that the cooperatives were “spread out
throughout the country” and that it would be “difficult for one single
organisation to work all the survey and evaluation.” However, in
a note later the Government stated that “systematic surveys to identi-
fy inactive and marginal societies have already been completed in
the States of Gujarat, Kerala, Haryana, Tamil Nadu and Rajasthan.
In Punjab and Maharashtra, however, the State Registrars of Co-
operative Societies have picked out ineffective and dormant societies
for purposes of liquidation. The surveys are in progress in Andhra
Pradesh, Madhya Pradesh and West Bengal. Steps are also being
taken to draw up a phased programme for revitalisation of societies

4113 LS--3.
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in Bihar and Orissa. The matter is being pursued with the other-
State Governments.” .

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

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

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

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

“The cooperative marketing structure consists of 3,200 primary
marketing societies covering all important Mandis in the:
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country, 20 State Federations, 3 commodity federations
and one National Federation. The value of agricultural
produce handled by cooperatives including processing
societies is now of the order of Rs. 475 crores; this is pro-
posed to be stepped up to Rs. 900 crores in 1973-74.

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

The following recommendations were inter-alia made:

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

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

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

(iv) Effective checks should be devised on the operation of the
scheme for outright purchases of agricultural produce so
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that purchases are made from small farmers on the lineg
envisaged in the scheme.”

{v) Fourth Plan proposals for cooperative marketing societies.

2.22, The Committee desired to know about the proposals in the
Fourth Five Year Plan for the development of Cooperative marketing
societies including its financial implications and the number of new

societies proposed to be organised. Government furnished the follow-
ing note:

“Proposals for development of cooperative marketirg in the

Fourth Plan period are given in the enclosed note (Appen-
dix IIL).

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

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

2.23. Cooperative marketing societies in the country have received
financial assistance amounting to about Rs. 10 crores from the
National Cooperative Development Corporation till March, 1968.
Statistics about the growth of these societies which have been
furnished to the Committee look impressive. Without belittling the
achievements of some of the cooperatives, notably the National and
some of the State Marketing Federaticns, the Committee would
like to point out that these statistics conceal quite a few vital
deficiencies in the cooperative marketing movement. The Committee
bhave listed some of them below:
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(i) The ‘owned funds’ of primary societies have increased
from Rs. 3.82 crores in 1957-58 to Rs. 3313 crores in
1966-67. However, this impressive increase has been
largely due to the progressive increase in financial sup-
port from Government. Taking share capital contribu-
tion alone, Government assistance increased from Rs. 0-64
crore in 1957-58 (i.e., one-sixth of the ‘owned funds’) to
Rs. 14:44 crores in 1966-67 (i.e., more than two-fifths of
the ‘owned funds’). A similar increase in the scale of
Government assistance can also be observed in the case
of Central marketing socicties and State Apex Federations.

(ii) The turnover of the primary marketing societies has shown
a spurt, It was about Rs. 70 crores in 1955-56 and accord-
ing to data given by the Reserve Bank, it has increased to
Rs. 316:9 crores in 1965-66, Rs. 3667 crores in 1966-67 and
Rs. 412 crores in 1967-68. However, this increase in turn-

over has to be weighed against several factors mentioned
below.

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

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

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

»ceStatistical statements relating to the Co-operative Movement in Indie—1666-6-"
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statistics given by the Reserve Bank in their Review would show
that 60 per cent to 70 per cent of the agricultural produce handled
was attributable to the States or the Food Corporation giving the
societies a virtual monopoly in procurement operations. As regards
agricultural requisites, the data incorporated in the Reserve Bank’s
Review would show that fertilisers accounted for the bulk of the
sale and that in most of the States, cooperatives had been appointed
as ‘sole agents’ for distribution of agricultural requisites, including
chemical fertilisers.

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

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

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

a stake in their working.

(ii) The Dantwala Committee had pointed out that “the bulk
of the marketable surplus of the farmer is sold in villages.”
The societies should not, therefore, be “content to handle
whatever comes to their door” but should berevitalised
and encouraged to go to the villages:~'so that. their
dependence on intermediaries could be reduced, fif not
altogether eliminated.
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Societies at various tiers, primary, district and apex
societies should function as a concatenated whole, without
by-passing each other, as, in the absence of a coordinated
eﬁort on their part, middlemen will flourish.

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

{v) Agricultural credit societics extended loans to cultivators.

(vi)

(vii)

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

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

The Dantwala Committee had in 1966 drawn attention to
the existence of a large number of weak societies and
suggested a programme for their revitalisation. The data
furnished to the Conference of Ministers of Cooperation
in July, 1968 would suggest that roughly 25 per cent of the
societies fall in this category. The Committee find it
difficult to understand why, even though four years have
passed since the Dantwala Committee reported, a survey
of weak societies has still not been completed. This only
shows that the National Cooperative Development Cor-
poration is not sufficiently alive to its responsibilities in
this regard. What is even more regrettable is that the
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Corporation does not even have information about the-
quantum of financial assistance extended by it to the weak.
and moribund societies. The Committee would like a
programme for revitalisation to be launched without
further delay. The weak and effete societies may have
to be written off and realistic norms of operations fixed
for societies in future. Each society will have to draw
up a phased programme for increasing its turnover for
implementation.

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

Audit Paragraph

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

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

Type of Processing Units No. of No. of  Percentage
units units of becklog
assisted installed  1n instal-

upto 3'65 upto June, lation
68

1. Oil Mills .

156 108 30
2. Jute baling Units 47 40 15
3. Vegetables processing units 24 19 20
4. Copra 19 13 32

3.3. It has been explained by the Corporation that due to fluctua-
tions in the prices of ground nut, copra and their products in the

past two years the oil mills have been going slow with the installa-
tions of the Units.

[Para 3 of Audit Report on the Accounts of the N.C.D.C. for the
year 1966-67].

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

35
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The cooperative societies were allowed financial assistance upto
......... For installation of processing units, no ceiling for financial
assistance had been laid down. 75 per cent (100 per cent in some

cases) of the State Governments’ contribution towards share capital

of the cooperative societies was given as loan while managerial

subsidy was to the extent of 50 per cent.

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

Assistance  Units Units Units not Remarks
given upto  assisted complcted  completed
March. upto
1966 March,
‘In lakhs 1968
of rupees)
Processing Units 1,698 -20 1,524 1,149 375 Out of the 375 units not
installed. financial assic-

tance for 8§ uniis  has
since been refunded by
the societies to the State
Governments.,

Normally it takes about
two vears to install  u
processing unit.  Out of
367 units which were yet
o be completed, 30

- units  werc  assisted
during Second Plan
pericd  and 29 during
the first two vears of
the Third Plan period.

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

[Para 124 of Audit Report (Civil), 1869].

(i) Financial Assistance for development of processing societies.

3.7. One of the statutory functions of the Corporation is to plan
and promote programmes for processing of agricultural produce
- and notified commodities through cooperative societies. During
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1967-68, the Corporation provided financial assistance amounting to
Rs. 451.88 lakhs for implementation of various cooperative process-
ing programmes. The total assistance provided by the Corporation
for co-operative processing schemes to the end of 1967-68 aggre-
gated to Rs. 25.72 crores. The following table indicates the break-

up of financial assistance to processing units provided upto the end
of 1967-68 under various schemes:

Item Assistance
provided
upto
1967-68
(Rs. in lakhs)

{. State Plan Schemes.

(a) Loans for share capital——sugar factorics . . . . . §g1-757
(b) Loans for sharc capital—other co-operative socicties . . . (LN TS
‘c) Managecrial staff sub-sidics . . . . . . . 15172

11. Centrally Sponsored Schemes.
(a) Export-oriented units and rice mills etc. . . . . . 1€¢ 8
by Loans:subsidies for rice mills in Eastern States . . . . 1557
I11. Corporation Sponsored Schemes.
Rice Mills—loans for share capital and subsidy . . . . 925729

ToraL - . . . . . . 2572:464

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

Rice Mills 78
Sugar Factories . . . . . . . . . 78
Cotton Ginning Units ‘ . . . . . . . 237
Oi1) Sctcd\s Processing Units (Oil Mills, decorticators, te v ent extroet plonee

€L, ) . . . . . . . . 247

3.9. A statement showing the number of processing units assisted!
organised, commodity-wise and State-wise upto 31-3-1968 is shown
In Appendix IV of this report.
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(ii) Backlog in installation of processing units

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

-

State Total No. No. of Percentage
of units  units un- of units
organised/ installed uninstalleg

assisted
¢9) (2) (3) €Y
1. Andhra Pradesh . . . . . . 189 48 25
2, Assam . . . . . . . . 40 21 52
3. Bihar . . . . . . . . 30 28 93
4. Gujarat . . . . . . . . 16§ 29 17
5. Jammu and Kashmir R . . . . 22 6 27
6. Kerala . . . . . . . . 49 21 43
7. Madhya Pradesh . . . . . . lr23 37 30
8. Madras . . . . . . . . 99 18 18
9. Maharashtra . . . . . . . 38¢ 179 46
10. Mysore . . . . . . 140 46 33
11. Orissa . . . . . . . . 97 42 43
12, Punjab (former) . . . . . . 43 11 26
3. Rajasthan . . . . . . . 12 8 66
14. U.P. . . . . . . . . 115 58 50
15. West Bengal . . . . . . . 68 30 44
16. Union Territories . . . . . . 3 1 33
1580 583 37%

(a) Owerall position

3.11. The Committee desired to know when the uninstalled units
were assisted|organised and the quantum of assistance given. The
Government have furnished the following information in a note:
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“The year-wise break-up of 583 uninstalled processing units

as reported in para 3.28 of NCDC's Annual Report (1867-
68) is as under:

Year Number of  units

year-wigse organised/

assisted but uninstalled
Jpto 1960-61 of
1961-62 15
1962-63 35
1963-64 52
1964-65 128
1965-66 211
1966'67 . . . . . . . 48
1967-68 32
:Not financially assisted by NCDC . . . . . . 32

58317

“Qut of 583 uninstalled processing units 80 units were assisted

by the NCD&W Board which was the predecessor of the
NCDC. Upto the end of financial year 1964-65 assistance
to the State Governments for financing cooperative prog-
ramme was released in the form of block loans and block
grants; therefore, there was no record at that time of
financial assistance given to individual units but this
information is being collected from the State Governments
now. So far, out of 583 units, information in respect of
418 uninstalled units is available from the State Govern-
ments. Its break-up is as under:

Year Number of units Financial assistarce

where information re- given tv NCD&W
garding financial as- Board NCL C tc State

sistance is available Goverrmerts
Ipto 1960-61 T1 268
1961-62 7 069
1962-63 9 3-08
1963-64 19 576
1964-6% 121 92°17
1965-66 159 18541
1966-67 28 270-13
1967-68 . . . . . 32 14981
Not financially assisted by NCDC . . 32

418 709°73
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The financial assistance mentioned -above was in the form of
loans and there were no grants given to the processing
units towards their block costs.”

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

Name of the commodities Progress  Installed Percentage
upto 31st  upto-date
March,
1969
1 2 3 4

Stgar Factories

‘i Sugar Factories . . . . 79 62 7974
11y Open Crystal pan sugar factorics . . 2z 17 7727
(111} Bye-products | . X . . . 9 3 3333
Foodgrains
{1) Paddy Mulls & Hullers . . . ) 783 570 72 69
(i) Rice bran o:lunits | . . . . 4 1 2§ CO
(i, Dal Mills . . . . . 33 19 5757
Corton
(f, Gimning and Pressing units , : . 237 193 81-43
i, Sp.nning mills . . . . . 26 6 2333
Clilseeds
(1, Ground-nut decorticators . . . . 55 46 8363
(i O limlls . . . . . . 187 124 6631
ai) Solvent Extraction Plant | . . . 5 4 8000
(1) Vanaspati . . . . . . 1 I 1C0° 00
‘v, Cattle Feed . . ) . . I .. 000
Juic
(7 Jute baling units . . . . 46 40 86-95

aiy Jute mills . . 1 000
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1 2 3 4

FPruit and Vegetable Units . . . . . 33 21 63 A3
Plantation Crops

(i) Coffce . . . . . 5 5 100700 -

(i) Tea . . . . . R 12 12 100° 00

(ifi) Copra . . . . . . 32 16 50°00

(i) Cashew . . . . . . 4 2 50°00

(v) Cold Storages ) . . . 89 55 55°91

Others . . . . . . . 8 4 50°00

ToTaL . . . 1672 1201 7202

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

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

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

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

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

(b) Paddy Processing Units

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

“Out of the 778 cooperative paddy processeing units assisted
up to the end of 1967-68, about 500 units werc assisted
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during the 2 years of 1964-65 and 1965-66. Normally, a
processing unit takes 2 years to complete its installation.
In view of the larger programme of paddy processing
units undertaken during the 2 years as indicated above,
the backlog in installation of these units was reflected in
the subsequent 2 years. The main difficulties generally

being experienced in the installation of cooperative paddy
processing units were:

(i) Difficulty in securing suitable sites;

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

(iii) difficulties in the obtaining of required machinery;
- (iv) licensing policy of some of the State Governments; and
(v) lack of technical guidance in the rural areas.

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

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

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

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

(iv) the Corporation provided financial assistance to the
apex marketing societies for the appointment of
technical personnel in the Promotional and Assessment
Cells created under the Corporation’s Sponsored
Schemes.”
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3.15. The following position in regard to the installation of these
units was brought to the notice of the Conference of Ministers of

Co-operation held in July, 1969:

SI.
JJo.

Namne nf State No, of n1its assisrad No, of units installed
Under Uuwler Total  Under Under Total
Plan NCDC Pl »7DC
Sctezme sheme sleme schene

Andhr Pradesh . . 38 o5 143 31 96 127
Assam . . . 9 21 k@l - 1.4 2t
Bihar 3 12 15 - 5 5
(ijarat . . . 12 12 24 8¢ 11 22
tiarvina . . . .. 9 9 e 7 7
Jammu and Kashmir . 22 .- 22 22 . 22
Kerala 5 3 bt 3 2 5
Madhva Pritesh . . 23 i) a9 23 51 77
Tamil N 0 . . 2% 13 4T 28 1 29
AMaharashres . . S3 52 133 A2 41 103
AL 28 st ] 2t 35 57
[CAN [ 38 i 39 S 47
Punjal: 15 5 . &1 &1
Rajasthan . . L f 6

Uttar Pradesh ) . 3y . 39 7 . 17
West Bengal s 37 42 .. | 17 17

Toran | 335 448 783 264 306 570

3.16. The overall position was indicated as under:

“About 72 per cent of the cooperative rice mills so far assisted

have already been installed. In some of the States like
Bihar, Orissa, Rajasthan, Uttar Pradesh and West Bengal,
however, the progress in installation is slow. With a view
to expediting installation of these mills and also to secure
the advantage of large-scale economy, the States of
Andhra Pradesh, Haryana, Punjab, Madhya Pradesh have
taken steps to centralise implementation of the prog-
ramme and have associated the Apex Co-operative

1113 (Aii) LS—4
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Marketing Federations in its execution. This strategy has
proved to be fruitful and it is desirable that other States
also take similar steps.”

(c) Other Units: ’

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

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

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

(ii) it takes time to procure machinery.

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

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

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

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

i marketing|processeing societies and the remaining 50
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per cent on receipt of information about acquisition of
site or placing of orders for machinery etc.;

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

(iii) Underutilisation of capacity of processing units.

(a) Overall position

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

(In lakhs of tonnes)

Crop Capacity Capacity  Capacity
created installed  utilised

1. Paddy . . . . . . . 25-89 18-63 Not
available
2. Sugarcane . . . R . . 1481 904 6:91
3. Cotton
(@) G'nneries . . . . . . I1-35 10-04 3-43
(h) Growers spinning mills , . . 476 118 1-18
4. Ground-nut . . . . . 2:43 1-04 0-30
S. Pruit and Vegetables . . . . . 016 007 030

(b) Paddy Processing Units:

3.20. The Committee enquired about the extent to which capacity
created in the paddy units had remained unutilised. Government
have stated in a note that “procurement policy is different from
State to State and as a result, there is wide disparity in utilisation of
the installed capacity of the cooperative rice mills. As such, it i3
difficult to assess under-utilisation of the rice mills on account of
deficiencies in their organisation and operation.”
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7 891 The Committee observe, however, that' the Reserv-e Bank
of India who carried out a review of the position h‘?‘fe in their
reports indicated the following position in r.egard' to utilisation of
capacity in the paddy processing units and rice mills:

Ts : ogen !
- vaoct Ly e gxe . Yuanties I’I'\‘C\‘S.\Lu

pe Of processing actviry Quantit;

) e ) (112 to.ies)

1963-64 196.4-65  1065-66  1966-67

Paddy husked . . . . . 1876 8,407 8,396 1,695
Rice milicd . . . . , . 41,0%9 50.626 45,316 88,543
Sourse: CRavew of Chr-operat ve Movement in India”—1964-66 and 1966-68)

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

“Majority of the rice mills that have been commissioned are
confronted with the problem of under-utilisation of their
installed capacity. This is mainly on account of the
following reasons:

(i) Inadequate supply of paddy;
(ii) Inadequate working capital; and

(iii) Lack of suitable managerial personnel.

(i) Inadequate supply

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

(ii) Inadequate working capital

Many of the rice mills did not make provision for adequate
margin money in the estimate of block capital and are experienc-
ing difficulties in having the required capital for procuring paddy
sufficient to utilise their installed capacity. It is, therefore, desira-
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. that the State Governments take stock of this situation and
,.uke arrangements, on a priority basis, for providing additional
{.ris for margin money to such mills. At the same time the mills
«i ~d make all efforts to raise share capilal from their members.

(i) Managerial personnel

The working of some of the rice mills has suffered on account of
ack of suitable trained managerial norsonne!  In the States of
assam and Madhva Pradesh. this problemn has been solved to some
extent by centralising  recruitiment of managers of these
drangh the opex marketine federations,
o

mills
There {ederaticns  have
arrangements for training of such porsonned alzo. Similar
action mav he considerad in other 3tates.”

3.22. The Committee asked for varticulars of location of paddv
nrocessing units erganizsed in Cooperalive Scetor. The information
w thic point hus Leen furnished. An Expert Conmimitice set up to
eview the arrangements for finaneing of oo
ceedietion about rice productinn in deflerent districts of all  the
States based on the averace for 60 tn 1061-2. The data fur-

cebe b he Goverrnment about the number of paddy processing units
the canperative sector in various distriets  has been correlated
vrith the rice production fivores in those distriets as eamapniled by the

Pwpert Committer and a consolidated stotement compiled. which

votives compiled

—

ot Appendin V oto this report. From that statement it appears
‘0t the number of units organised n various districts do not bear

sy correlation to the relative importanca of those distriets in rice
vraduction.

¢y Other Processing Units:

3.23. So far as other processing uniis are concerned. the reasons

for underutilisation of capacity have been explained in a note as
frllows:

“In the case of sugarcane, due to successive droughts in the
vear 1966-67 and 1967-68, overall production of sugarcane in the
country was much less than the demand. As a result, sugar
factories could not procure adequate cane. In addition, they had to
face stiff competition of the jaggery manufacturers. This resulted
into under-utilisation of the installed capacity of the cooperative
sugar factories. However, in the earlier years as well as in the

current year, the utilisation of their installed capacity has

been
satisfactory.
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In respect of cotton and ground-nut, it may be said that co-
operatives are finding it difficult to fully utilise their installed
capacity mainly on account of wide price fluctuations in the price of
these crops arising from overall shortage in their production.

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

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

replied as under:

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

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

Paddy Processing: “The average production of paddy during
the last five years ending 1967-88 comes to 54 million
tonnes. According to the targets laid down for produe-
tion of foodgrains during the Fourth Plan, the production
of paddy by the end of the Fourth Plan Period is esti-
mated to be of the order of 81 million tonnes. The total
nrocessing capacity of existing paddy units in the country
is estimated to be of the order of 56 million tonnes.”
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The Expert Committee on ‘Financing of Co-operative Processing’
(Vaidyanathan Committee), while examining the question of addi-
tional c¢apacity necessary in the cooperative sector referred to
capacity available already in the hand-pounding industry and the
private sector. They pointed out that “the hand-pounding industry
is also playing a major role in the processing of rice. According to
the Report of the Rice Milling Committee, published in 1955, about
57 per cent of the rice produced in the country was being hand-
pounded. .. .According to the latest report of the Khadi and Village
Industries Commission, hand-pounding....now account only about
50 per cent of the total rice production. It is, therefore, presumed
that in view of the socio-economic changes brought about in the
period in the rural areas,...... the hand-pounding industry has
suffered a serious set-back. It could, therefore, be safely estimated
that at present hand-pounding industry does not account for more
than 30 per cent of the rice grown in the country.” In regard to
the other agencies in the private sector, they stated that “about
50 per cent” of the additional production that may be expected “may
be deemed to be taken care of” by them. No precise data about
actual capacity im the hand-pounding industry or the private sector
is, however, available in the Report.

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

Groundnut processing: “For the processing of groundnut, as
also other oil seeds, 3 types of crushing units (oil ghanis, rotary
ghanis and expellers) are in use. While no reliable statistics are
available regarding the number of various types of units in opera-
tion and the quantities of oil seeds crushed, some estimates have
been framed from time to time by various Committees about the
number of power operated oil mills and the quantities of oil seeds
crushed. According to the Oil Seeds Crushing Enquiry Committee
(1955) there were 8,000 power driven oil mills in 1955 with a crush-
ing capacity of 9.27 million tonnes. In addition, village ghanis were
reported to have a capacity of 1.94 million tonnes. Later on, in 1958-
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59 the Indian Central Oil Seeds Committee assessed the number of
power driven oil mills in operation at 12,000, According to the
data collected by this Committee, 1.93 million tonnes of groundnut
were estimated to have been crushed in these mills during 1958-59
which was about 43 per cent of the couniry’s iotal groundnut pro-
duction in that vear. At the time of forraulation of the draft IV
Plan, the working group on oil seeds placed the proportion of
groundnut milled al 80 per cent of the total groundnut production.
This has been estimated on (Lo busis of reguirements of groundnut
kernels used as seed and for direct edible purposes. For purposes
of assessing requirements of additional processing capecity by the
end of the year 1870-71, this est! vnatg of 80 per cent has been taken
into consideration.”

226, The Commitlee enguired whiot clione Covornmant had frken
to improve operstional ofMidency end cosure mosimuns wdilzntion

of the insta’led capar’tv of the processine pnits. "no¢ nete the Gove-

ernment mave replied as under:

...... hrough circuic cin
organization and oporail o it o
«hn notice of the State Go sing tance,
cooperatives hove been advisoed 10 et nerda aclices such
as oulright purchazes fiowm e momb o , intro-
ductior: of ersanised eolel. siovnse el '\\'m‘[\nt‘ oo Uing h(l co-

operative character. T fociliiale gutr/ght y o< oand tr

the cooperatives to cushion the consequent risks, a coiemie for bhuild-
ing up a price Suctuation fund has been introduced. In arfer to
strengthen economic viebility of the primazry nrocessing unite and
to protect them {ropt tiie hazards of yrice ductuatic
competition, their integration with sceondary and tertinry stages of
processing is emphasisel. Proper attention 14 techs cagecle sach
as minimisation of processing and handling losses evier*ific crad-
ing and storage arrangements is alen emphasized  Inveolversent of
processing units in agricuitural extension programmes is considered
one of the remedies for ensuring steady and assured supply of raw
material for fuller utilisation of installed capacily. The cooperatives
are, therefore, being advised to increasingly involve themselves in
agricultural extension programmes. The technical cells set up in
the apex marketing societies and functional federations are expected
to provide necessary cxpertise to improve operational efficiency of
these units. The National Cooperative Development Corporation is
also pursuing the policy of creating a pool of trained and manage-
rial personnel at the apex level for loaning them to small cooperative
processing units. The scheme is already under implementation in

v rnahble

and ronrket

L
-1
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few States. In order to train the personnel managing the coopera-
tive processing units, the Vaikunth Mehta National Institute of Co-
operative Management has been requested to organise special tra'm-
ing courses, crop-wise, on various aspects of cooperative processing
programme.”

3.97. At the recent conference of Ministers of Co-operation, the
position regarding the utilisation of capacity of the processing units
was veviewed. The following was the view taken:

“Many of the units that have alveady been installed are under-
utilised due to inadeguate supply of rew.meterial, Organisation of
cooperative processing units needs to be ased on a systemalic plan
with referenice 1o avatability of raw maierizl, demand for process-
ing facilities, economics of the units and marketing of the {inished
sroducts. The location of these unite will aler have to be caretully
made purely on economic coisiderauon. Adeguate arrangements need
also to be made for providing necessary tec..xiza expertise to these
units.”

(iv) Fourds P pre

CYLITE Procossig SOty

326, The Commitiee desvad tg g thae pr

nogals for installa-
Cgnils in e Feardh Five Year lan

tion of vooperative provess
: cols Ia repiy Ve Government fur-

and finsncial impicstom
nighed the following note:

“in Juue, 1967, National Toopen
appointed an Export Commitiee (Vo
mine the scope for enlargenwent i
gramme in the context of ine
the Fourth Plan and alse to suggest the wiys
block cost recuirements of the programme.

in ihe a !

iural processing pro-

21 producton during
snGomesns to meet the
The Committee suggest-

ing units tncluding 490 paddy,
48 sugnrcune, 226 cotton, 240 cilseeds and 180 vegetibles).

4

ed establishment of 1194 new process

The Committee estimated total block investment of Rs. 205 crores
for the above programme and suggested ihiat Rs. 32 crores would be
raised by the grower members as share capital t¢ which Rs. 38 crores
would be contributed by the State Governments.
would be available from financing agencies. It was recommended
that the gap of Rs. 38 crores should be contributed by the National
Cooperative Development Corporation and for that, the Central Gov-
ernment might grant a loan of Rs. 35 crores to it, the remaining
amount of Rs. 3 crores to be met by the National Cooperative Deve-
lopment Corporation from its own funds.

Rs. 97 crores

The Fourth Plan Working Group of the Department of Coopera-
tion broadly accepted the recommendations of the Vaidyanathan
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«Committee and suggested that the Central Government should pro-
vide financial assistance to the National Cooperative Development
Corporation to the extent of Rs. 20 crores instead of Rs. 35 crores
for financing|refinancing the processing programme outside the
.State Plan ceilings and that the number of units might be reduced
from 1194 to 925 excluding sugar factories and their bye-product

.units.

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

Name of the State No. of Amount of
units assistance

likely to be

provided

(Rs. in lakhs)

1. Andhra Pradesh . . . . . . . . 33 150°00

2, Assam . . . . . . . . . . Ir 6o- 89

3. Gujarat . . . . . . . . . 40 118-00

4. Bihar . . . . . . . . . . 19 12475
5. Jammu and Kashmir . . . . . . . s 4278

6. Kerala . . . . . . . . . I 6000

7. Madhya Pradesh . . . . . . . 32 18468

8. TamilNad . . . . . . . . . 34 39000

9. Maharashtre . . . . . . . . . 116 277.00

10, Mysore . . . . . . . . . . 25 150.00
11, Orissa . . . . . . . . . .. 6734
12, Punjab . . . . . . . . . . 21 13722
13. Rajasthan . . . . . . . . . . 2500
14. Uttar Pradesh . . . . . . . . 7 21578
15. West Bengal | . . . . . . . 25 20550
16. Haryana R . . . . . . 3 300
17. Union Territories . . . . . . . 12 61-80
Tier | 217268

»This excludes programme of modernisation of existing 88 rice mills
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Based on the broad details available from the State Governments
out of 399 processing units programmed for the Fourth Plan by the
States, 100 are rice mills, 112 oil mills, 34 ginning and pressing units,
19 fruit and vegetable processing units, 16 solvent extraction, vanas-
pati and cattle feed plants and 45 cold storages. Besides this, 73
other units in the States tentative plans, have not yet been specified.

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

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

- * »* *

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

(i) In terms of number of units and processing capacity for a
commodity, the cooperatives should be able to influence
the market both in procurement of raw material and in
the sale of finished products.
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(i) New processing uniis will be conceived as a part of integ:
rated processing complexes wherever possible. As far as
possible the existing small size and scattered primary pro-
cessing units will he integrated with secondary and terti-
ary stages of processing to make them economically more
viable and functionally more efficient;

(i) T =oe0 ol eoouy with il } calof agricaltural deve-
lopmernt and production, inty rroled pvoleodng and pro-

cessing complewos will he orow Tand:

o nrend ERSIE

o e irened and ex-
(Lil O3 the processe

ing units’

3.20. The Committee ohserve Lut the Mutiousal Cooperative Deve-
lopment Cerporation hos provided fanancivl oorictaree amounting to
Rs. 26 crores fo the oo o Moreh, 1968 fay vorions schemes in the

cooperative processinn
impressive jn cevtain crhorer not

wevfermiznce  has been

fo field of sugareane pro-
cessing., where the corporntive

a third of the cov
to he concide

moen them aceount for
the overall position has
for the fcllowing reasons:

(1) There i a beavy harkleg in instaliation of
uvits. At tire end of March, 197 3¢ ny
oui ¢ T REA 1

nrocessing
rvoss D60 Units
woerraniced 1o 07 per oo had ael beon

woio 519
vri awee o casiced twg sene ol or even in earlier
vear . golng Fack to 1860-61  Congidering that it takes
about two years ta instell a processing unit. the perform-
ance has to be considered rather poor. It has heen indi-
cated to the Committee that therve has heen an improve-
ment in the position lately. but the dota on this point
shows that, as on 31st March, 1969, 471 units out of 1,672
remained uninstalled. This is about 28 per cent of the
number of the units organised.

frretatl 7

O 4T o gminstalled ol fhe piniord

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

*“Review éf Cooperative Movement in Indiz—1966-68” Reserve Bank of Indi
January, 1970).
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invested by Government in 386 of the uninstalled units.
Of this investment, a sum of Rs. 289-79 lakhs, i.e, over
a third of the assistance had been provided in 1965-66 or
earlier years, going back to 1960-61.

The Committee note that the progress in installation has been

(it)

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

Units already set wup are plagued by the problem of
inadequate utilisation of the capacity installed. The
statistics furnished to the Committee in this regard are
very revealing. In sugarcane the capacity utilised is about
two-thirds of that installed and in cotton ginneries and
groundnut processing units, one-third. Data in regard to
paddy and rice units is not available, but the statistics
coliected by the Reserve Bank indicate that the quantity
processed in 1966-67 was of the order of 0-89 lakh tonnes.
As against this, the capacity of the units installed as at
the end of March, 1968 was 18-63 lakh tonnes. Even
allowing for the fact that the two sets of data are not
strictly comparable, it is obvious that the utilisation of
capacity is only fractional.

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

‘One point bearing on the underutilisation of the capacity of

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

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

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

(i) Capital has remained avoidably locked up in processing

units which have not yet been installed. In respect of
the units which have remained uninstalled for two years
or more, a reasonable period should be given to the unit
for installation, failing which the financial assistance given
to it should be recovered.

(ii) The existing system of release of assistance is not adequate-

(iii)

ly progress-oriented. 50 per cent of the assistance is
extended after preliminary clearance and the balance after
choice of site etc. The assistance should be phased out
over a larger number of instalments which should be
related to the progress of the work.

The alarming extent of underutilisation of capacity con-
stitutes a waste of national resources. Concrete steps
should be taken to bring about better utilisation.
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(iv) Government are proposing a further investment of Rs, 21:72
crores in organising 399 new units during the Fourth
Plan. With a substantial capacity already created still
remaining underutilised and with the prospect of more
capacity being created, after the heavy backlog of un-
installed units is cleared, the Committee see reason to
apprehend that the organisation of more processing units
will only aggravate the existing situation. Besides, as the
Committee have pointed out earlier, enough homework
has not been done to ascertain what capacity is available
in various fields. If the organisation of new units is con~
sidered necessary, the Committee would like Government
to ensure that the proposals in that regard are formulated
only after adequate feasibility studies, which duly take
note of factors like unsatisfied demand, location, require-
ments of working capital, managerial capacity etc. In the
meantime, stress should be on modernisation of conven-
tional units where utilisation has been high.



v
COOPERATIVE GODOWNS
Audit Paragraphs

4.1, The Public Accounts Commitiee (vide para 3.41 of their
Fortv-First Report—Third Lok Sabha) had desired that the Cor-
poration should call for utilisation reports in respect of godowns
from all the State Governments and satisfy itself that there is full
and proper utilisation of godowns’ capacity.

4.2. Instead of calling for utilisation reports in respect of go-
downs from all the States the Corporation decided in January, 1966
that the extent of utilisation of Ccoperative Godowns should be
examined on the basis of random sampling.

4.3. During 1966-67, the study about utilisation of godowns was
completed in respect of four States. The utilisation of the Rural
Godowns and Market Level Godowns in the four States are indi-
~nted below:

Number of Percentage of ¢ "Jowns Percentage of godowns
Godowns,  which utilised below 50%, which utilised about 509,
Namu of States built in capac:ry as based on samp- capacity asbased on sample
package and le strictly strictly
non-package
areas Package area Non- Package area  Non-
Package area Package area

Marketing Godowns

Kerala . R 42 100 100%

Muvsore | . . 287 .. .. 1009, 1009
Orissa | . . 35 337 .. 67, 1009%,
West Bergal . . 119 33% 1009, 67¢,

Rural Godowns

Kerala | . . 414 40% 100%, 609,

Mysore . . 799 40% 80% 60%, 20%
Orissa . . | 249 25% 50% 75% 50%
“West Bengal . 254 25% 75% 75% 25%

58
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A sum of Rs. 38,12,000 (Rs. 28,59,000 loans and Rs. 953 ,000 sub-
sidy) was released by the Corporation during 1965—67 for creation of

additional storage capacity in two of the four States mentioned
above viz., Kerala and Mysore.

[Para 4 of Audit Report on the accounts of N.C.D.C. for 1966-67}

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

The cooperative societies were allowed financial assistance upto
Rs. 25,000 for construction of marketing godowns and Rs. 10,000 for
construction of rural godowns. Out of this, 75 per cent was given as
loan and 25 per cent as subsidy; 623 per cent of the loan and 123 per
cent of the subsidy was the share of the Board!Corporation, the
balance being met by the State Governments.

45. It would be seen from the following table that the progress of
construction of godowns has continued to be slow:

Assistiice  Units Units  Unitsnot Remarks
g ven unro  assisted  completed completed
March, upto
1966 March,
1968
(In lakhs
of rupees)
Gobwas . L2175 14,557 12,857 1750 Oar of the ¥r,750

incomplete  godowns,
financial assistance for
277 godowns has
since  been refunded
by the societies to]the
State Governments.

Generally, it takes ono
year tO two years to
construct a godown,
Of the 1,473 gOdown
which were yet to b
completed amd  fo©
which financial assis_
tance of Rs. 1-60 crore$
was gven, asSistanc®
for 410 godowns was
iven during the Second
lan period and for 338
during the first two
years of the Thu'd
Plan period.

4113 (Ali) LS5
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4.6. The Ministry have stated (December 1968) that the imple-
mentation of the programme rests with the State Governments;
that in cases where the construction of godowns has not made pro-
gress within a reasonable period of time, the State Governments
concerned are being asked to refund the financial assistance.

[Para 124 of Audit Report (Civil), 1969]

(i) Financial Assistance provided

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

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

Mandi Rur:l
level level
godowns godowrns

(In I:khs of rupces)

Loan . . . . . 4537767 716-195
Subsidy . . . 110480 156495
ToTAl . 564247 872660

(In addition a sum of Rs. 2- 54 lakhs had been provided as subsidy for hiring  of
godowns.)

The number of godowns assisted was 18,379 ¢~ follows :

Type of godown  assisted

Mends Rural
level level
Centrally sponsored scheme . . . 452 1248
(crash programme)
Centrally aided plan scheme . . . 3005 13510
Godowns assisted in Union Territories . 39 124
3496 14682

(ii) Delay in construction of godowns

49. According to the information given in the Annual Report ot
the Corporation “normally a godcwn takes twgo years to complete
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tonstruction”. The Committee enquired about the progress made
in, construction of the godowns assisted. A statement showing the
progress in construction of godowns State-wise (exclusive of Union

Territories) has been furnished to the Committee as under:

Serial Name of the Number assisted Number constructed
No. State
Mkig. Rural Total Mktg. Rural Total
1. Andhra Pradesh | 220 604 924 229 455 684
2. Assam 176 259 435 147 155 295
3. Bihar 280 1020 1300 254 606 860
4. Gujarat 298 1296 1594 232 991 1223
5. Haryana 57 418 475 48 342 390
6. Kerala 61 556 617 sS4 468 522
7. Madhya Prodesh 269 G68 1237 226 €51 - 1077
~. Maharashtra 698 2748 3446 472 21¢8 2580
9. Mysore 254 1667 2021 284 1125 1409
10. Orissa 48 306 444 39 264 303
11. Punjab 115 768 883 106 665 77%
12. Rajasthan 115 383 498 100 295 395
13. Temil Nadu 198 1529 1727 196 1449 1645
14. Untar Pr.desh 225 1209 1434 155 839 994
15. West Bengal 187 411 568 142 313 455
ToTal 3401 14232 17633 265> 10926 136C4

——

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

Year Marketing Rural Total
1956-57 . 1 . 1
1957-58 . 2 2 4

1958-59 . 2 .. 2
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Year Marketing Rural Total
1959-60 . 15 13 28
1960-61 . 46 97 143
1961-62 . 6 84 90
1962-63 . s8 170 228
1963-64 . 32 177 209
1964-65 . 67 747 814
1965-66 . 8o 366 446
1966-67 . 107 329 436
1967-68 . 153 492 645
569 2477 3046

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

Mandi godowns Rural godowns Total
No. Aamount of No. Amount of No. Amount of
assistance assistance assistance
(in lakhs (in iakhs (in lakhs
of rupees) of rupees) of rupees)
625 117,183 2852 2139 3477 331°083

At the conference of Ministers of Cooperation held in July, 1969,
the progress in construction of godowns was reviewed, when it was
noticed that out of 19,047 godowns assisted under the centrally aided
State Plan Schemes as well as centrally sponsored crash programme,

only 14,243 had been completed. The following position was further
taken note of:

“The progress of construction in respect of rural godowns
assisted under the Centrally aided plan schemes is parti-
cularly slow in the States of Andhra Pradesh, Assam,
Bihar, Mysore, Orissa and Uttar Pradesh. The program-
me of construction of godowns under the Crash Scheme
was taken up on the specific understanding that the
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godowns assisted under this programme would be con-
structed within a period of one year. But only 52 per
cent of these godowns have been completed. The pro-
gress of construction of these godowns under this pro-
gramme is particularly unsatisfactory in the States of
Bihar, Gujarat and Mysore. In these States, a large num-
ber of godowns have not yet been taken up for construc-
tion in spite of the fact that financial assistance was
provided two or three years back. The progress of con-
struction needs to be accelerated and the latest position

reviewed and also steps being taken to reduce the back-
log.

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

downs to various societies to ensure their economic
utilisation, ete.”

4.12. The conference came to the following conclusion:

“The progress of construction of godowns is not satisfactory
in some of the States. The backlog is particularly heavy
in respect of rural godowns assisted under the crash

programme. Special steps should be taken to expedite
construction of unfinished godowms.”

4.13. The Committee enquired about the storage capacity ex-
pected to be provided by the godowns assisted and that actually
provided as a result of completion of construction. It is seen from
the data furnished by Government in this regard that the godowns
assisted to the end of 1967-68 were expected to provide 2.5 million
tonnes of capacity. The total storage capacity effectively provided

through completion of construction has been estimated at 1.9 million
tonnes,

414. The Committee enquired whether any of the godowns
assisted had been given up and if so, whether financial assistance
provided therefor had been refunded. The information available
in this regard in the Annual Report of the Corporation indicates
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that at the end of 1968-69, 557 of the incomplete godowns (tota] 4052)
had been dropped in various States, “as the concerned cooperative
could not take effective steps for the construction of the same”.
Though the State Governments have been asked to refund the
amounts extended to them for these godowns in a lump sum they
“continued to pay to the Corporation part of this assistance by way
of annual instalments according to their repayment schedule”.

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

“The following procedure is followed by the National Co-
operative Development Corporation to ensure that funds
givoen for the censtruction of godowns are expeditiously
utilised:

(i) Prior to the yvear 1965-66, the financial assistance for
construction of godowns was released in one instalment,
With a view to keep watch on the expeditious construc-
tion of gcdowns, release procedure has since  heen
revised from the vear 1965-66 onwards and the financial
assistance is now released in two instalments instead
of one. 50 per cent of the total sanctioned amount is
released in first instalment after the approval of the
proposal and the balance of 50 per cent in second in-
stalment only after the concerned societies have
secured sites. Since the societies cannot purchase sites
out of their limited funds, 50 per cent of the sanctioned
amount is released in the first instalment to enable
them to purchase sites and make preliminary arrange-
ments for the constructicn of the godown.

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

(iii) Quarterly progress reports regarding construction of
godowns are called for from the State Governments.
These reports are scrutinised and wherever the pro-
gress is not satisfactory the matter is taken up with
the concerned State Governments.
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(iv) The piugress of construction is also reviewed in the
Annual Plan discussions with the representatives of
various State Governments.

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

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

(iii) Utilisation of capacity of godowns

4.16. The Committee recalled its recommendation made in para-
graph 3.41 of its Forty-First Report (1963-64) wherein it was desired
that the Naticnal Cooperative Development Corporation should call
fop uddlisation reports in respect of godowns from all the State Gov-
ernments and satisfv itself that there is full and proper utilisation
of godown’s space and desired to know the procedure followed to
keep track of the utilisation of godowns. In a note submitted to the
Cemmittee, the Government have stated: “With a view to ensuring
that the godowns constructed by Cooperatives are adequatelv uti-
lised. the State GGovernments are requested to undertake the perio-
dieal assessments of the utilisation of these godowns and report to
this Corporation. Such assessments are being regularly pursued
and wherever the utilisation is inadequate, the State Governments
are requested to undertake remedial measures. Random studies
were also conducted by National Cooperative Development Corpo-
ration™.

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

(i) Taking both package and non-package areas as also both

rural and marketing godowns combined, 32 per cent go-
/
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downs were utilised above 75 per cent of their effective-
capacity; 31 per cent of godowns to the extent of 41 per
cent to 75 per cent; 30 per cent godowns to the extent of
11 per cent to 40 per cent of their effective capacity while
the remaining 7 per cent had not been utilised to more-
than 10 per cent of their effective capacity.

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

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

(a) “Unsuitable location of godowns”,;

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

(c) “currently reduced need of members for storage of

paddy on account of paddy procurement by Govern-
ment”.

4.18. A Working Group on storage for the Fourth Plan set up by
the Planning Commission reported that a survey of Cooperative
godowns in Maharashtra disclosed that the construction of new:
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storage capacity was well ahead of and in excess of demand. The
percentage of godowns constructed but not in use was as under:

* Type of godown 1963-64 1964-65 1665-€6
Small 24 16 22
Medium 10 5 5
Large . . . 10

10 10

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

“The proper and full utilisation of godowns needs particular
attention. The States where the study for assessing utili-
sation of godowns has so far not been undertaken, should
immediately undertake this study and ascertain the extent
of utilisation. For a scientific and systematic assessment

of the utilisation of godowns it is important that proper
norms are laid down.”

(iv) Fourth Plan proposals for cooperative godowns

4.19. The Committee desired to know the proposals for construe-
tion of godowns during the Fourth Plan and the financia! implica-

tions thereof. In a note the Government have furnished the follow-
ing information:

“The total storage capacity assisted in the cooperative sector
is estimated to be of the order of 2.5 million tonnes by the
end of the year 1968-69. The Working Group on Coopera-
tion estimated that the additional storage requirement of
the cooperatives to be created during the Fourth Plan
period would be of the order of about 4 million tonnes,
thus bringing the total storage capacity with cooperatives
to 6.5 million tonnes by the end of 1973-74. However, in
view of the difficult resources position, the Working Group
on Cooperation recommended a programme of additional
storage capacity to be created in the cooperative sector
of the order of 2.5 million tennes only during the Fourth
Plan period. As against this, the financial provision made
in the Fourth Plan programme as finalised in the plan
discussions with various State Working Groups amount
to Rs. 15.49 crores with which an additional storage capa-
city of 1.6 million tonnes was likely to be added. Infor-
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mation on the actual provision made by States is not
available. Besides, it is expected that additional 1 millon
tonnes capacity would be ccnstructed in the cooperative
sector with the financial assistance likely to be available
from the Agricultural Refinance Corporation, State Bank
of India and other commercial banks.”

(v) Economic viability of rural godowns

4.20. A survey carried cut by the Corporation in 1968 gave the
following findings in regard to the economic viability of rural
godowns:

“The village societies were assisled at the rate of Rs. 10,000 to
12,509 per godown in the form of 75 per cent loan and 25
per cent subsidy for construction ¢f a godown. It was
observed that during the last few vears a large number of
cooperative village societies which were allotted rural
godowns, found it difficult to repav out of their earnings
instalments of principal and interes: on the loans taken
bv them for cinstruction of godowns, Some of the societ-
ies were reported to be drawing out of their working
capital for repayving the loans. In many cases. the income
from storage of agricultural produce has been practically
nil at the village leve] and the transaction in respect of
distrit.ution cof agricultural inputs and supply {functions
were not enough to meet the cost of maintenance of
godowns, with the resultl that it was not always economic
for village cooperatives to maintain a gcdown and bear
the burden of repayment of loan. The Government of
India considered these difficulties and revised the pattern
of financial assistance. According to the new pattern,
cooperative societies are provided loan at the rate of 62
per cent and subsidy 374 per cent instead of 75:25 loan and
subsidy respectively as hitherfore. In other words, sub-
sidy portion has been increased by 12} per cent and to that
extent the loan portion has been reduced. It is hoped
that this would help the societies concerned to make
godowns viable units. However, this measure alone may
not make the godown viable unless cooperatives have
enough business to handle and store in their godowns.
The cooperatives having godowns may have therefore to
intensify their activities relating to marketing and dis-
tribution.”
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4.21. The Committee are not happy about the progress achieved in
the scheme for provision of cooperative godowns, in which the invest-

ment by the Corporation as at the end of March, 1968 amounted to
Rs. 1,440 lakhs.

422, In the first place, as many as 4,029 rural and mandi godowns,
or nearly a third of the godowns assisted, have not come up. Data
about the year in which the construction of these godowns was
started, which unfortunately is not cemplete, shows that the con-
struction in respect of 178 of the godowns had commenced between
1956-57 and 1960-61 and 2,828 other godowns thereafter. 1t is strange
that when “normally a godown takes two years to complete con-
struction”, such a large number of godowns should remain incom-
plete over such a long period. What is even more hard to explain
is that as much as 48 per cent of godowns taken up for construction
under “a crash scheme” have still to be completed. The amount of
money blocked up in 3477 incomplete godowns under construction
is Rs. 331 lakhs. As this data does not cover all the incompleie
godowns, the Corporation not being ir a position to give complete
information in this regard, the money locked up in godowns yet to
come up should bhe much larger.

4.23. In the second place, construction of godowns has heen
abandoned in a large number of cases. The number of cases of
such abandonment as indicated in the Annual Report of the National
Cooperative Development Corporation is 337. It is obvious, there-
fore, that the Corporation failed to screen proposals for construction
of godowns with sufficient care.

4.24. Thirdly, the utilisation of capacity of completed godowns, as
reflected in sample surveys carried out by the Corporation, has not
been very satisfactory. 32 per cent of the godowns covered by the
survey utilised 75 per cent of their effective capacity; 31 per cent
of the godowns, between 41 per cent and 75 per cent of the capacity;
30 per cent of the godowns utilised capacity to the extent of 11 per
cent-—40 per cent; while the capacity in the remaining 7 per cent
had not been utilised to the extent of more than 18 per cent.
“Renting of godowns by the societies to Government appears to
be quite common” and construction of new storage capacity in some
places “was well ahead of and in excess of demand.” Apart from

'this factor, faulty location of godowns seems to have suthstantially
impeded utilisation of capacity.
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425, Fourthly, while the utilisation of cooperative godowns has
been poor, the cooperatives’ occupancy of the Central Warehousing
Corporations godowns is as high as 30 per cent of the space occupied*
The Cooperatives also deposit their produce in the godowns of the
State Warehousing Corporations.

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

(i) Proposals for construction of godowns are cbviously not

(i)

(iii)

(iv)

examined by the Corporation with requisite care. It is
necessary to streamline the procedures for examination
of these proposals, so that their viability may be examined
from all angles, such as location, demand etc.

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

The inadequate utilisation of capacity in godowns already
constructed will act as a drag on the finances of the
societies which have raised those godowns. turposeful
stepe have to be taken to ensure that these cooperatives
attract custom.

Godowns are also being constructed by the Food Corpora-
tion of India. the Central Warehousing Corporation and
the State Warehousing Corporations. The reasons for high
utilisation of their godowns by the cooperatives should
be enquired into. The Fourth Plan propesals envisage
augmentation of storage capacity in the cooperative sector
to the tune of 1-6 million tonnes. While it is indisputable
that, with the favourable trend of harvests in the recent
years the demand for the additional storage capacity
would increase, it will still be necessary to ensure proper
coordination and demarcation of spheres between the
various authorities undertaking construction of gedowns,
so that wasteful duplication of efforts does not take place.

*Paragraphs 24—29 of the gth Report - Putlic Undertakin”s
(Fourth Lok Sabha). €9 eport of the Ccmmittee on Putlic



71

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

Audit Paragraph
- -

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

In April 1969 it was stated by the corporation that three more
units had been installed.

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

(i) Financial assistance provided.

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

(ii) Delay in installation.

5.3. The Committee enquired about the progress of installation
of the 67 units assisted by the Corporation. The positicn in regard
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to uninstalled units was indicated in a statement submitlted to the
Committee as under:

No, of Assistarce

Year vnits provided
uninstalled (ir Tokts

of Rs).
1964-6% ) . . 2 1278
1965-66 . . } 17 4327
1666-C7 . . . 27 15246
1967-68 3 412
ToTtal , el 213:70

According to the Expert Committee set up to go into the ques
tion of ‘functioning of cooperative processing’, “it normally takes one

)

to two years to set up a cold storage plant.”

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

No. of units organisrd as  on Units installed
31-3-6¢ (excluding ¥  units A as on 30-6-690
droppcd)
87 55

(iil) Working results of cold storages.

5.5. About the working of the installed cold storages, the report
of a survey carried in 1969 by National! Cooperative Development
Corporation, a copy of which was furnished to the Committee, showed
that. at the end of June, 1967, “34 cold storages had commenced
operation. They had a tctal membership of 8576 consisting of 7,415
fruit and vegetable growers, 1,065 growers cooperatives and 96 others,
The total share capital raised by these cold storages was of the
order of Rs. 54,76 lakhs. Of this, an amount of Rs. 13.03 lakhs was
centributed by various State Governments, while the remaining
amount of Rs. 41.73 lakhs was collected from the members. The
reserve fund of these 34 cold storages amounted to Rs. 37 lakhs....
During the year 1966-67, out of 34 cold storages in operation 12 were
In profit. They earned total profit of Rs. 3.71 lakhs. 16 units did
hot show any profits in the year under reference of which 12 were



74

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

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

(iv) Fourth Plan proposals.

5.7. The Committee desired to know the proposals for installa-
tion of cold storages in the Fourth Five Year Plan and the financial

implications thereof. In their reply, the Government have furnished
the following note:

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

5.8. A Working Group on storage set up by the Planning Com-
‘mission reccmmended that development of cold storage capacity
in the Fourth Plan “may be left to take place in the private sector
‘which has exhibited the requisite enterprise in this sphere.”

*No. of indication available in regard to the remaining 1 unit,
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for the installation of 87 cold mragu.“ofthuecold w
(assistance provided Rs. 213 lakhs) had not been commissioned till
1968-69, 47 of them after a lapse of two to four years,

5.10. The Committee note that the position as at the end of June,
1969 indicates some mmvement, in that 53 upits bad bean installed
as against 87 assisted. There is, however, mll mpp for. impravo-
ment, considering that “it normally takes one to two years to sab
up a cold storsge plant.” Proposals for mmng 8 units have begm
reported to have been scrapped. The. Commiueo would Lﬂu the
Corporation to ensure that the financial assistance provided for
these 8 units is promptly refundod by the State G@vmmepts con-
<erned,

5.11. The Committee observe that there is a proposal to set up 45
«cold storages during the Fourth I’lan in the cooperative sector. A
Working Group of the Plannmg Commlsiion ﬁgd hawever, recom-
mended that the development of cold stox-ge capacity during tl_u
Fourth Plan “may be left to take place in the private sector which
has exhibited the requisite enterprise in this sphere.” The preposal
for further development of cooperative cold storage is net consistent
with the view taken by the Working Group of the Plamxisg Com-
mission. The Committee would Hke the proposal to 'be ‘turthes
examined in order to bring sabout proper ufilisation of searce
resources according to a system of priorities.

5.12. The existing celd storages in the cooperative sector are still
in the process of gestation as-would be evident from the results of
the review of their eperations conducted by the National Coopera-
tive Development Corporation which are given in this section of the
report. It is, therefore, necessary that due note should be taken of
the results of their working before launching new units.

4113 (aii) LS—8.
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EXPORT-ORIENTED COOPERATIVES
(i) Finamcial Assistance provided:

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

6.2. Assistance amounting to Rs. 229.858 lakhs was provided
under the scheme to 40 units. The breakup of assistance amounting
to Rs. 215.11 lakhs provided to 38 of these units in regard to which
information has been furnished to the Committee is given below:

1966-67 1967-68 1968-6¢9

No.of  Assistance No. of Assistance No.of  Assistance
units’  provided units provided*  units pro vided

(in lakhs (in lakhs (in lakhs
FRY of x;upees of rupees of rupees
Fruits and Vegetables 8 23°73 3 2575 .. 11°06
Oil-seeds . I . 334 1 15:66 2 730
Coffec . . . 1 9:00
Cashe w . e . 1 045 .. 045
R ice L‘dills and
Bran units . 15 §2°11 1 24'02 5 42°24
TorTar 25 §8-18 6 65-88 7 61°08.

*(Inclusive of spill-over units from previcus years).

- 6 v
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6.3. The Committee have been informed that, excluding rice mills
and rice bran-units {which are only import saving and not export-
oriented), the total assistance provided works out to Rs. 164.96 lakhs,
This was accounted for by 23 units.

(ii) Progress in installation and export performance

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

6.5. The Committee enquired whether assistance to these units
was provided on the basis of any definite export expectations and
if s0, to what extent these expectations had materialised. They have
been informed that “the units were assisted because they were estab-
lished in fields which had export potential.”

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

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

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

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

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

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



UTILISATION OF FUNDS

Audit Paragraph

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

[Para 8 of Audit Report on the Accounts of N.CD.C. for the year
1967-88)

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

Financial Amount for Amount for

Scheme Assistance  which uti- which cer-
released lisation tificates
accounts not  are awaited
received

(Figures ip lakhs of rurees)

1. Centrally aided Plan Schemes ; .. §I5°137 .. 8s5-073

2. Crash Programme (Godowns) . . 107500 .. 73000
3. Scheme of distribution of consumer articles

in rural areas . . . . 13'072 0427 0427

4. Rice Mills (Corporation sponsored scheme) 408-172 .. 27.75¢
s. Subsidy for promotional and assessment

cell . . . . . . I-431 .. 006§

TotaL . 1045-312 07427 186318

[Para 5 of Audit Report on the Accounts of N.CD.C. for the year
LI LA oo 1966-67)

79
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7.3. (a) Rs. 2087.957 lakhs were paid ®ms financial assistance to'
State Governments under various schemes but utilisation certificates
for Rs. 115.327 lakhs were still awaited (April 1969). A scheme-wise
analysis of outstanding utilisation certificates is given below:—

Amount Amount

. . . aid for which
Year in which paid and name of scheme } P utilisation
o certificates
arc
awaited
(Figures in lakhs of rupees
1965-66
Centrally sponsored sCheme, . . . 369-940 31,000
1966-67
(¢) Centrally aided plan schemes . . . 500°731 3-605
(&) Centrally sponsored schemes . . . 986-000 25-382
(#&7) Corporation sponsored schemes . . . 231-286 55340

(b) Although utilisation certificates for Rs. 2.38 lakhs paid to
Mysore and Maharashtra during 1959-60 to 1964-65 for setting up rice
mills had been furnished, the fact is that the cooperative societies
had expressed their inability to implement the Scheme and the
amount is yet to be recovered.

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

[Para 7 of Audit Report on the Accounts of N.C.D.C. for the year
b 1967-68]

.

7.5. Pursuant to the provisional plans of the Government of Tamil
Nadu sponsored in March 1965, the Corporation sanctioned in May,
1965 assistance of Rs. 111 lakhs for setting up 31 conventional type
rice mills through cooperative societies and paid the first instalment
of Rs. 27.75 lakhs in May, 1965. In July 1966 the State Government,
nowever, changed the plan to set up modern mills and ultimately
decided in August 1968 to set up 12 such mills (four with a capacity
of 4 tonnes per hour and the rest each with a capacity
of 2 tonnes per hour). The Corporation had meanwhile (February
1968) further paid Rs. 55.50 lakhs. The cumulative assistance of
Rs. 83.25 lakhs (Rs. 27.75 lakhs paid in May 1965 and Rs. 55.50 lakhs
paid in February 1968) thus remained unutilised till July 1968,
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The Corporation stated (March 1969) that five out of twelve rice
mills: are almost complete. .

[Para 8 of Audit Report on the Accounts of N.C.D.C. for the year
1967-68]

7.6. The terms and conditions of loans sanctioned by Corporation
to state governments for payment to cooperative societies prescribe
that the state governments would adopt the same terms as are allow-
ed by the Corporation to them. The Tamil Nadu government had,
however, charged higher rate of interest on the loans granted by
it out of the funds made available by the Corporation as below:—

Rate of Rate of

interest interest

charged charged
by the by the

Corpora- State

tion Govt,
1964-65 . . . . . 4% 5t %
1965-66 . . . . . 5% 63%
1966-67 . . . . . 5% 7%

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

{Para 5 of Audit Report on the Accounts of N.C.D.C. for the year
1967-68]

7.8. A one-ton rice milling plant was received in October 1965 as
a free gift from abroad by the Ministry of Food & Agriculture who
had decided in August 1965 to install it at Baragarh for being run
by the Baragarh Rice-cum-oil Pressing and Marketing Co-operative
Society. Against the estimated expenditure of Rs. 5 lakhs on the
mill, the Corporation sanctioned (August 1966) Rs. 4.69 lakhs-share
capital (Rs. 0.94 lakh), block capital (Rs. 3.39 lakhs) and subsidy
towards cost of silo (Rs. 0.36 lakh). Actual payment was made in
2 instalments in August 1966 and January 1968. The balance of
Rs. 0.31 lakh was to be contributed by the society. The plant after
installation did not run trouble-free and remained out of order from
December 1967 to June 1968 except during April 1868 when after
Tepairs it could run at 50 per cent of its capacity. Owing to this,
construction of silo and parboiling unit had to be deferred.
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7.9. In April 1969 it was stated by the Coxporation thixt the plam
for the construction of the silo storage and parboiling unit was under
cBiitderatio of theStabd Governtnent,

[ﬁ;ra 6 of Audit'Report on the Accounts of N.C.D.C. for the year
1967-68],

7.10. A pilot schertie; to be' implemented through apex marketing
societies of the states, was' formulated in May 1966 for setting' up
cooperative units for manufacture of specified types of insecticides|
pesticides. The assistance comprised (i) share capital for purchase
of machinery and equipment (Rs. 1.30 lakhs), (ii) construction of
sheds and storage (75 per cent loan and 25 per cent subsidy—Rs. 0.35
lakh), (iii) Margin money for securing bank accommodation (Rs. 0.25
lakh) and (iv) managerial subsidy (Rs. 0.09 lakh). The apex socie-
ties in Haryana and Mysore were each paid the full assistance of
Rs. 1,99,600 in March 1967 but till October 1968 they had taken no
steps to implement the scheme,

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

{Para 4 of Audit Report on the Accounts of N.C.D.C. for the year
1967-68]

(i) Confirmation of balances of loans

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

State Amount in rurces
1 Assam . . . . . 1,12,84.503°33
2 Gujarat . . . . . 55,4230

3 Kerala . . . . . 21,19,515°65




State Amount in Rupees

& Mywre . 28,000°00
5° Orisdd’ 2,05,99,920°23
€ Rijasthan” 6,41,600+00
7 Uttar Pradesh, : 81,22,594°94
8 West Benghl . 3,54,48,03682
9 Himachal Pradesh 730,471 42
10 Chandigarh 4,45,867-00

ToOTAL . W

Government have stated that the “pending items are being pursued:
with the State Governments.”

(ii) Utilisation certificates:

7.13. The Committee referred to para 7 of Audit Report on Na-
tional Cooperative Development Corporation for 1967-68 regarding:
outstanding utilisation certificates for the financial assistance amount-
ing to Rs. 115.327 lakhs paid to State Governments under various
schemes and desired to know the latest position in the matter. In
a note the Government stated that the utilisation certificates had
been received from the State Governments.

7.14. The Committee pointed out that although the States of
Mysore and Maharashtra had furnished utilisation certificates for
Rs. 2.38 lakhs paid to them during 1959-60 to 1964-63 for setting up
rice mills the Cooperative Societies had expressed their inability to
implement the scheme and that the amount was yet to be recovered.
The Committee desired to know whether the Corporation had in-
vestigated the circumstances under which these State Governments
had given wrong utilisation certificates. In a note the Government
have stated: “Out of Rs. 2.38 lakhs, a sum of Rs. 1.555 lakhs relates
to the period from 1959-60 to 1960-61 given by the National Coopera-
tive Development and Warehousing Board. The balance of Rs. 0.825
lakh was advanced during the years 1963-64 and 1964-65 by the Cor-
poration. The utilisation certificates furnished (by the State Gov-
ernments) were apparently based on the disbursement of funds by
the State Governments to the Cooperative Societies concerned......
The utilisation certificates given by the State Governments cannot
be deemed to be wrong, as financial utilisation by the States had'
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taken place for the purpose for which it was given. The Societies’
‘inability to implement the scheme was a subsequent development.”

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

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

(ili) Instances of non-utilisation of funds, diversions etc.

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

“The State Government was continuously pursued to expedite
the installation of rice mills. During June, 1966, it was pointed out
to the State Government that in case no effective steps were taken
immediately for the installation of these units, the Corporation might
withdraw the financial assistance sanctioned for the purpose. The
State Government wanted to have technical advice regarding the
type of rice mills to be set up before going ahead with the installa-
tion of these units. During June, 1966, the State Government con-
vened a meeting of the High Level Committee on Cooperative Mar-
keting and Processing to consider the question of type of rice mills.
The Committee expressed the opinion in favour of modern rice mills.
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In pursuance of this decision, the State Government appointed a
‘Technical Committee to suggest the type of rice mills to be set up
under this scheme. The Technical Committee gave its report in
November, 1967 and until this period, the programme was held in
abeyance. Since the assistance to the State Government was pro-
vided for the establishment of cooperative rice mills and State Gov-
ernment wanted to be sure about the type of rice mills to be set up
in the interest of higher efficiency of th rice milling industry in the
cooperative sector and, the State Government had not decided to
give up the scheme, the National Cooperative Development Corpora-
tion did not consider it either necessary or desirable to recall the
assistance.”

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

1. Buildings completed and machines installed . . - . 3

2. Machinery arrived at site

3. Civil work in progress 6
4. Construction of civil works te¢ teraken up . . . . . 4
ToOTAL . . 12

7.19. The Committee drew the attention of Government to para 5
of the Audit Report on National Cooperative Development Corpora-
tion for 1967-68 according to which the Government of Tamil Nadu
through which assistance for cooperative societies was routed, charg-
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ed higher rates of interest thap provided iz the terms and corid®ion:
on which the loans were provided by the Corporation as fellowss,.

Rate of interest’  Rate of inter
charged’ by ¢harged rlt.;'.’t

Yedr . by S
Corperation Government
196%4-65 . . . . . . 4*1% 5*%
I 965‘66 . . . . . R 5 % 6* %
1966-67 . . . . . . 5%, 7%

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

7.20. The Committee referred to para 6 of the Audit Report on
National Cooperative Development Corporation for 1967-68 regard-
ing the functioning of a modern rice milling plant of one-ton capa-
city set up in Orissa with assistance from the National Cooperative
Development Corporation to the tune of 4.69 lakhs given in August,
1966 and January, 1969. The mill remained either out of order or
under-utilised most of the time. The Committee enquired whether
the rice mill had now started functioning and if so, what proporticn
of its capacity was being utilised. In their note the Government
have stated: “The modern rice mill at Bargarh in Orissa State could
rot be utilised properly due to the following defects:

(a) Mechanical defects in the milling plant. The milling plant
was criginally supplicd by the Gevernment of German
Democratic Republic through the Union Department of
Food.

(b) Difficulties in supply of adeguate quantities of paddy due
to adverse procurement policy of the State Government.

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

The State Government was requested by the National Coopera-
tive Development Corporation to look into these problems and recti-
fy the defects. It is now reported that the mechanical defects have
been rectified by a German Engineer. One qualified engineer has
alsc since been appointed to run the milling plant. In view of these
corrective measures, the plant is now in working order.
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However, by the time these defects were removed, the main kharif
season was over. In view of this, the proportion of its capacity being
utilised would be reviewed during the next kharif season only.”

7.21. The Committee enquired about the progress of the scheme
for setting up pilot projects for distribution of pesticides through
apex cooperative societies. In this connection they referred to para
4 of the Audit Report on National Cooperative Development Cor-
poration for 1867-68 which referred to apex societies in Haryana and
Mysore not having implemented the scheme after having availed
themselves in March, 1967 of financial assistance from the Corpora-
tion to the tune of Rs. 1,99,600 each. In a note the following position
has been explained to the Committee:

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

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

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

Since the Haryana Cooperative Apex Marketing Federation was
not able to take any effective steps towards the installation of the
unit, the State Government has been requested to recover the finan-
cial assistance sanctioned to the Federation and refund the same
to the Corporation. The State Government have agreed to-this and

are taking steps for the recovery of the amount from the Apex
Federation.”
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7.22. The following table gives the particulars of loans|subsidies
given under the pilot scheme:

(In lakhs of Rs.

Year State Governments Loans Subsidies

Gujarat 1-813 0183
1966-67 . . . . . Haryana 1-813 0-183
Mysore 1-812 0184
Rajasthan 1-812 0+ 184
ToraL .. 7:250 0° 734
Kerala . . . 1-813 0183

1967-68.
Modhya Pradesh . o-781 0-044
TOTAL . 2594 0-227
Uttar Pradesh . 0-781 0-044

1968-69 .
Tamil Nadu . . 0781 0044
TOTAL . 1-562 0088
L
GRAND TOTAL . . . 11-406 1-049

had ot 4

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

7.23. The Committee observe that the Corporation has still to
obtain acknowledgements of the correctness of loan balances amount-
ing to Rs. 7:94 crores from different State Governments. They
would like the matter to be followed up and the requisite confirma-
tions to be obtained speedily.

7.24. The existing system for obtaining utilisation certificates from
State Governments cannot be considered satisfactory. These certi-
ficates are furnished by the State Governments on the basis of
disbursement of funds to the cooperatives and not after ascertaining
the actual utilisation of the funds by the cooperatives themselves.
While it is no doubt necessary to ensure that the funds made avail-
able to State Governments are disbursed by them, it is also neces-
sary that the manner of actual application of these funds should
be kept under watch. The Committee would like a suitable
arrangement to be evolved in this regard.
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7.25. The Committee note that there have been some instances of’
deviation /non-utilisation or ineffective utilisation of funds made
available to the States for certain schemes. In one case, a State
Government charged the cooperatives a higher rate of interest om
loans than provided in the terms and conditions on which funds for
the loans were provided to that Government by the Corporation.
In another case, where assistance to the tune of Rs. 4-69 lakhs was
provided from August, 1966 onwards by the Corporation to a State
for setting up a cooperative rice mill, the mill has yet to go into
effective operation, There has been a third case, where assistance
amounting to Rs. 2 lakhs was provided to a State Government for
a pilot cooperative project for insecticides, which has not yet come
up. The Corporation is stated to be pursuing all these cases. It
is hoped that proper overhaul of their structure would be carried
out in order to make up the deficiencies. The Committee would like
to be apprised of the outcome of the Corporation’s efforts in this
regard.
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REGIONAL IMBALANCES

8.1. The Working Group of Administrative Reforms Commission
-on Cooperation made the following observations about the progress
:0f the cooperative movement in the country: “Progress of coopera-
tive credit movement is...... uneven as between different regions,
different States and between different aras within a State” and that
“the eastern region having 17 per cent of the cropped area of the
-country and 27 per cent of the rural population accounts for only
‘8.6 per cent of the total short and medium term credit provided by
primary agricultural societies in the country whereas the western
'region with 26 per cent of the cropped area and 17 per cent of the
rural population accounts for 42.8 per cent of the total cooperative
-cerdit in the country.”

-

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

Cooperative Development Corporation to bear the remaining 50 per
«cent.”

80
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. 83. The Committee enquired what was the ratio of assistance
.granted between one State and the other. The witness replied: “The
National Development Council has taken decision to distribute the
.assistance on a certain formula and basis, e.g., population and other
criteria.” The assistance given to various States by the National Co-
operative Development Corporation during the year 1967-88 as also
the total assistance given by the National Cooperative Warehousing
Board (prior to establishment of National Cooperative Development
Corporation) and the National Cooperative Development Corperation
upto the end of 1967-68 under various heads are shown in Appendix
VII to this report.

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

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

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

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

(b) to review the existing cooperative laws, rules and practices
with a view to locating the loopholes which enable vested
interests to entrench themselves in cooperative institutions
and recommend measures—legislative as well as adminis-
trative—for the elimination and prevention of such vested
interests.”

9.2. The Committee, which reported in 1965, stated that various
methods were employed by vested interests to control the working of
cooperative societies. These methods “arise from two kinds of moti-
vations”.

(i) “To enjoy the lion’s share of the society’s services for self
and friends and relatives”.

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

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

(i) “Restrictions on admission of fresh members;

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

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

(v) Granting liberal loans to friends and relatives;
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(vi) Non-recovery of overdues from friends and relatives:

(vii) General use of the machinery and paraphernalia of the
society for personal glorification and benefit;

(viii) Carrying on personal business surreptitiously and using
the apparatus of the society for the purpose of such busi-
nesses.”

9.4. Giving illustrations of the way vested interests operate, the
Mirdha Committee gave the following instances of the way vested
interests operate:

(a) In a credit cooperative society, by distributing “the avail-
able resources among the existing members in an inequit-

able fashion, the major share going to the stronger elements
in membership.”

(b) In an agricultural marketing society by “a few producer-
cum-traders combining together to use the society as an
instrument for their trading purpose.”

(¢) In a cooperative farming society by pooling the better-
portion of holdings belonging to a group of relatives so
that the various kinds of financial and technical assist-
ance could be taken advantage of.

(d) In a transport society by members “carrying on trans-

port business of their own” acquiring interests in the
society.

9.5. The Mirdha Committee pointed out that “vested interests
in cooperative societies cannot be tackled in isolation from the
re-t of the community; the methods employed and the types of
persons who employ them to acquire vested interests over coope-
rative societies are in their very essence akin to what happens in
all other forms of human association, particularly those concern-
ed with economic gains. The political climate of the country, the
social traditions and the general level of educational develop-
ment, all these con-titute the background against which the problem
of vested interests has to be seen, not only in so far as it relates to
cooperative societies but alsn in its wider repercussions on the com-
munity at large. Any attempt at isoloted treatment has its obvious
limitations but all the same it may be possible to build up some safe-
guards.” The following safeguards were accordingly suggested:

(i) “Enforcement of principle of open membership is a vital
check against growth of vested interests.” There must be
“a provisin for appeal against refusal to admit a member.™
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(ii) “Sanction of loans in favour of members of the managing
committee of a credit society and their relatives should be
reported to the general body”, as also “cases of default.”

(iii) A “convention” should be evolved in regard to the “number
of terms” a person may hold office in the committee of ma-
nagement and the “number of societies in which office may

be held simultaneously.”

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

(v) Delays in holding elections to the committee of manage-
ment ‘“usually arise due to non-receipt of audit reports,
non-preparation of accounts and wilful defaults by the
committee in arranging elections.” Arrangements for audit
“should be tightened up” and penal provisions as in com-
pany law for non-submission of accounts, ron-holding of
general-body meeting: ete. should be incorporated in the
cooperative statute; committee members being made “ans-
werable” in this regard.

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

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

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

9.7. The Committee desired to know the progress made in the
implementation of the recommendation of the Mirdha Committee.
In a note submitted to the Committee, the Government have stated
that the recommendations of the Committee “were circulated to
State Governments and were generally endorsed by the conference
of State Ministers of Cooperation held in Bombay in November, 1965.
The Conference of Chiet Ministers and the Ministers of Cooperation
held at Madras on 12.6.1968, inter alia considered this matter further
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in detail and suggested the following illustrative measures for curb-

ing the growth of the vested interests in the cooperative movement
in the country:

(i) Exclusion of money-lenders, traders and other middlemen

from the membership of the cooperatives by statute, if ne-
cessary;

(ii) Open membership of the primary cooperative societies.

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

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

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

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

(vil) Adequate arrangements for timely auditing of accounts ot
the societies.

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

(ix) Creation of cadres of trained managerial personnel fer
manning the key posts in the societies.

(x) The procedures and practices should be criented to serve
the small farmers and weaker sections. Emphasis of the
loaning programme should be shifted from the present
asset-nexus to production potential and repaying capacity

These recommendations were examined in the Department in co»-
sultation with the Ministry of Law and detailed guidelines were in-
dicoted to the Staie Governments for taking suitable measures for
implementing them.”

9.2, The Committee iesired to know the progress made in im-
plementing these suggestions. The Government in a note have stated
that “Kerala and Maharashtra have in pursuance of the aforesaid
reccmmendation enacted comprehensive legislation covering the sug-
gestions,  Provision for restriction on holding of office in a number
of cooperative institutions and also or: the term of office in the same
institution has been made in the Cooperative Societies Acts of U.P.
and West Bengal. The Madras Act restricts the number of societies
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in which a person could be a member of the Managing Committee.
The Rajasthan Act restricts the number of societies in which a per-
son could be a chairman. The Cooperative Societies Acts and 'Rules
of Andhra Pradesh, U.P. and Madhya Pradesh provide for depart-
mental machinery for election in certain categories of societies. Com-
mittees have been set up to consider the amendments necessary to
the Cooperative Societies Acts in the States of Assam, Jammu and
Kashmir, Mysore and West Bengal. In otl.cr States. the matter is
under the consideration of the State Governments.”

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

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

* * * * »*

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

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

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

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

9.11. The Committee enquired why progress in enacting suitable
legislation was slow to plug the loopholes in the cooperative
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' societies and what the Government of India was doing in the matter.

The Secretary, Department of Cooperation replied: “We have no
powers; neither the executive nor the legislative arm of Centre has
any power in this particular matter. Since it is a State subject, we

have no powers except to give advice and directions to the extent
that money can make the mare go.”

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

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

“Every marketing society receiving share capital contribution
from Government is expected to have at least one State
nominee in its managing committee. It was, however, ob-
served that as many as 8 out of 17 societies in 24 Parganas,
all the 29 societies in East Godavari, 9 out of 10 societies



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

9.14. The Committee enquired what action had been taken by
Government in ensuring timely and proper auditing and elec-
tions. The witness replied: “Audit is being reviewed every year by
the Ministry and also by the Reserve Bank in so far as Credit insti-
tutions are concerned. The Reserve Bank of India does not sanction
credit limit to a cooperative bank if it does not receive the audit re-
port for the preceding yvear. Various methods are employed in order
to ensure that the audit is kept current as far as possible.” So far as
elections were concerned, the witness stated that “the pros and cons
of this matter were discussed 2t length in the Ministers’ Conference.
It was generally felt that it would not be possible for the Depart-
ment to directly supervise and conduct elections in all societies even
at the village level; there were about 3,50,000 societies all over the
country. It was suggested that in the case of big societies, parti-
cularly at the district level and at the State level, the Registrar must
take the special responsibility to ensure that the election of office
bearers are held according to proper time schedule. For that purpose,
the Registrars have been advised to maintain a roster indicating the
election schedules so that when the election of a particular society
is due, it is arranged to be held by the due date. We have also for-
mallv addressed the State Governments on the basis of the Chief
Ministers’ Conference.”

9.15. The Committee are disturbed to find that vested interests are
subverting the working of cooperatives in the country. These
" interests have managed to perpetuate themselves in office and corner
“the lion’s shane” of the societies’ services “for self, friends and
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relatives.” A host of devices have been employed by them such

as “restriction on admission of fresh members”, aveiding general body

meetings, “manipulating elections”, “employing near relations in the

paid services” of cooperatives, “granting liberal loans to friends and
relatives”, not recovering these loams etc. In the result, as was
point out at the conference of Ministers of Cooperation held in
Bangalore in July, 1968, “very often 15 per cent to 20 per cent of
the membership are in a position to get the major benefit from
cooperatives.” The scope for self-aggrandisement and personal
enrichment should be very vast indeed, considering that the National
Cooperative Development Corporation alone has extended assistance
aggregating Rs. 90 crores to cooperatives till the end of 1967-68
Besides, Government have on their own been extending assistance
on a sizeable scale for schemes connected with consumer cooperatives,
labour coeperatives, thrift and credit societies etc.

9.16, In the opinion of the Committee, this situation is fraught
with great danger for the future of cooperative movement and will
undermine people’s faith in its usefulness and necessity. As early
as 1965, the Mirdha Committee had investigated this preblem and
reported on the measures necessary to eliminate the vested interests.
Effective measures. administrative as well as legislative, are, how-
ever, still to be taken, though lip-service continues to be paid. A

conference of State Ministers endorsed the suggestions of the Mirdha

Committee in November, 1965, Thereafler a conference of Chief

Ministers considered the matter further in June, 1968 and formulat-

ed a series of suggestions. Only one State has so far undertaken

comprehensive legislation incorporating the recommendations of the
Chief Ministers conference., but the Committee gather that even
that State has yet te formulate rules under the Act to give effect
to the legislation. The whole issue meanwhile continues to be at
the stage of deliberation. with the latest conference of Ministers
held in July. 1969 suggesting that for this purpose “a certain amount
of compulsion need not be ruled out”. The Committee feel that in
order to give necessary impetus to the movement the Central Gov-

ernment should take a more active nart in providing leadership to
the States in this matter.

9.17. The Committee recognise that “vested interests in coopera-
tives cannot be tackled in isolation from the rest of the community”
and that the preblem has to be viewed against the background of
“the political climate of the country, the social traditions and the
general level of educational development.” Nevertheless what can
be done to remedy the situation has not yet been even attempted.
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‘The Committee would like the Government of India to take up, the
matter with the State Governments in right earnest, so that suitable
legislative and administrative measures are initiated without further
delay. The aim should be to secure that:

(a)

(b)

(d)

(e)
€3]

positions of influence in cooperative societies are not
monopolised by a few influential persons and ne one is
allowed to hold more than one or two key posts at the
apex, district or taluka level;

membership of socicties is open to all;

persons conducting business in competition with societies
are debarred from membership;

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

elections are regularly and properly conducted;

accounts of societies are regularly audited and the resuylts
of audit reported to the General Body promptly,
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CONCLUSIONS

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

10.2. The review shows a number of shortcomings in these sectors:

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

(i)

(iii)

the basis of what the Reserve Bank has aptly characteris-
ed as a ‘target approach’ to the whole movement. This
has resulted in accelerated organisation of a number of
cooperative societies without adequate investigation about
their viability. In consequence. a3 number of societies set
up in various sectors are either moribund or are not
functioning effectively. As examples may be cited, the
marketing sector where 25 per cent of the societies are
doing no business, or the processing sector, where capacity
installed has not been gainfully utilised in several fields
like paddy processing. cotton ginning etc. The same
problems of gainful utilisation is faced by cooperative
godowns also.

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

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

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

(v) Above all, it is necessary to securc that the movement
progresses on an even keel throughout the country The
progress of the movement in different States has so far
been uneven,

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

10.4. The Committee also consider it important that steps should
be taken to ‘de-officialise’ the cooperative movement, which is
essentially a voluntary activity. There is at present a full-fledged
Department of Cooperation under Government, apart from another
official organisation like National Cooperative Revelopment Corpora-
tion. The proliferation of cfficial agencies is not in the Committee’s
opinion conducive to the ‘de-officialisation’ of the cooperative move-
ment. Many of the functions of the Central Warehousing Corpora-
tion, State Warehousing Corporations and the National Cooperative
Development Corporation are common, e.g.. setting up of godowns,
cold storages, purchase, sale, storage and distribution of agricultural
produce. seeds, fertilizers etc. There are also Primary Credit
Societies, Central Cooperative Banks etc. some of which seem to be
working at crnss purpose. It is in this context that the Committee
have suggested a reconsideration of the need for an organisation
like the National Cooperative Development Corporation, which, as
an institution. has not to anv considerable extent succeeded in
securing the objectives for which it was set up,

New Drvat; ATAL BTHARI VAJPAYEE,
April 4. 1970. Chairman,
Chaitra 14. 1892 (Saka). Putlic Accounts Committee.



APPENDIX I
(See page 2 of Chapter I)

Statement showing the strength of officers and staff of the Nutional Cocperative
Development Corporation

No. Scale of  pay
1, OFFICERS

1. Secretary . . . . . 1 } IAS officers,
2. Joint Sccretary . . . . . 1

3. Financial Adveer . . . . 1 1200~16C0
4. Divectors . . . . . 4 1300-16C0
5. Jont Directoss . . . . 2 1100-1400
6. Deoeputy Directors . . . . 6 700~1250
7. AscSstapt Directors . . . . 5 400-900

8. Administrative Officer . . . I 400-60C
9. Accounts Ofhceer . . . : 1 £90-G03

OTHLER TECHNICAL STAFF

1. Senior Technical Assistapts . . . 18 325-57§
2. Junior Technical Assistants . 5 210-530
OFFICE AND MINISTERIAL STALF

1. Assistants . . . R . . 13 210-530
2. Stenographers . . . . . 14 210-530
3. Stepo-typists . . . . . 13 110-180 4 Rs. 20/-
4. Accountapts . . . . . 4 270-57S
5. Upper Division Cierks . . 7 130-300
6. Lower Division Clerks . . . 19 110-180
7. Computors . . . . . 2 110-200
3. Carc-taker . . . . . 1 110-180
9. Telephone Operator . . . , 1 110-180
10. Stafl Car Driver . . . . 1 180-260
11. Despatch Rider . . . . . 1 100-130
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No. Scale of Puy

12. Senior Roneo-operator . . . 1 110-130
13. Junior Renco-operator . . . . 1 80-110
14. Record Keeper . . . . . 1 8o-110
15. Daftaries . . . . . . 6 \

16. Packer . . . R . . 1 T 75-95
17. Jamadar . . . . . . 1)

18. Peons . . . . . . 25 ]

19. Farash . . . . 1|

20. Chowkidars . 3 If 70-8%<
21. Gardner . . . . . |

22. Sweepers 3 ,

ToraL . . . . ‘;—(}_

" he functions [ the stalf are indicated in the encloscd Statema ts 1 & Th,



APPENDIX I

(Page 43 of Chapter 1II)
Statement showing the financial assistance given to States for revitalisation of Primary
Marketing ~ Soctettes
No. of socie- Financial assistance  to
Name of the ties proposed  these societies prior to
State to beactivis- becoming ineffective Remarks
ed/revitalised/
liguidated No. of Amount
Socs. -
Loan Subsidy
1 2 3 4 5 6
Rs. Rs. ‘

1. Gujarat 200 No  financial assjs-
tar.ce has beep pro-
vided for revitalisa-
tion programme as
such.

2. Panjab 13 5 98,000 8,000 This represerts the
financial assistay ce
by the NCDC to
the  State  Govt.
of Purijab in
respect  of § coop-
market . g societies.

3. Kerala 14 2 204000 23,740 This represerts the
ﬁ’..ancml assistapce
of the State Govt,
in  respect of two
cooperative marke-
ting  socicijes,

4 Harvapa S S 199,375 654625 Th's represeiis  the
paancial assistar ce
by the NCDC ro
the State Goverp-
ment of Harvapa.

5. Maharashtra 4

6. Tamil Nadu 16 41,385,025 23,125 This represerts  the
fina c.al assista o
by thestate Gover, -
ment in respect of
4 cooperative soci-
eties,

7. Orissa 7 . Committee 0~ Mana-
gement superseded.

ToraL 259 16 3,66,300 1,204450
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APPENDIX III
(See page 48 of Chapter II)

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

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

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

Apex marketing societies at the State and National levels will be
strengthened to enable them to provide not only the requisite sup-
port and leadership to their affiliated institutions, but also the much
needed promotional interest and guidance to them. So far, the re-
organisation of the primary marketing societies has not made any
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. substantial progress. Attention has to be focussed during the Fourth

Plan on activising and strengthening the primary marketing societies
‘on a selective basis. For this purpose, it will be necessary to devote
attention to areas covered by IADP, HVP and IAA programmes. Such
weaker societies in these areas would be identified and all possible

steps will be taken to strengthen them both organisationally and
financially.

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

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

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

The scheme of establishment of pools/common cadres of key per-
sonnel of cooperative marketing/processing societies initiated in the

4113 LS--8.
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last few years Wwill be in operation in all the apex marketing socie-
ties. For this purpose, sizeable provision will have to be made in
the State Plans after assessing the size of the pool in each State,
Arrangements for training these personnel will be taken in hand and
completed within the next one or two years, so that the dependence
of the marketing societies on the staff of cooperative departments
is reduced to the minimum.

Cooperatives would aim at handling in the last year of the Fourth
Plan, 8 million tonnes of foodgrains, 36 million tonnes of sugarcane,
0.6 million tonnes of groundnut, 10 thousand tonnes of fruits and
vegetables and 1.8 million bales of cotton. At current prices the
value of agricultural produce likely to be handled by marketing
and processing cooperatives is expected to be of the order of Rs. 930
crores during the last year of the Fourth Plan. Cooperatives are also
expected to handle agricultural commodities worth Rs. 25 crores in
inter-state trade and Rs. 10 crores in export trade during the last
year of the Fourth Plan.



Serial
No.

LT - B - SV R N

[
= O

12
13
14
15
16

( Page

APPENDIX IV

58

of Chapter

1

Statement showing the number of Cooperative Agricultural Processimg Units organised [ assisted Commodity-wise and State-wise as on 31-3-1668

State
Andbra Pradesh
Assam . .
Bihar . .
Gujarat
J&K .

Keralg . .
Madhya Pradesh |,
Madras .
Maharashtra, .
Mysore

Orissa

Punjab (former)
Rajasthan
u.p. .

W. Bengal

Union Territories

TOTAL

Food-
grains

Paddy/
rice/Dal

147
30
15
24
22

106
43
131
78
79
25

58
41

813

Sugar-
cane

12

L BT ¥

\INN;

107

Cotton  Oilseeds Jute Fruit Plaptation  Other Total
and crops Units No. of
Ground- vegetable Units
nut/cil-
mills/
Vanas-
pati
b} 23 2 .. .. 189
1 4 1 1 1 . 40
.. .. 7 7 . 30
99 36 . 1 . . 165
. . . ‘e . 22
1 I 5 31 I 49
10 4 .. I 123
14 23 1 10 1 99
106 107 7 I 1 385
18 18 .. 7 3 5 140
.. 14 .. 2 97
3 2 . . 43
1 .. 12
27 2 3 .. 1 11§
. 24 2 1 . 68
I 2 3
263 247 50 37 51 10 1580
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APPENDIX V
(Page 72 of Chapter V)

Statemsnt showing the number of Cooperative Processing Units assisted in the 42 Major Rice
Producing  Districts

Name of District Rank in Percentage  No. of paddy

production  of produce processing

of rice in all India units
total

b 2 3 4
Thanjavur (Tamil Nadu) 1 2-8 8
Midnapur W. (Bengal) . 2 26 9
24-Parganas (W. Bengal) 3 1-8 3
Raipur (M.P.) 4 1-8 19
Burdwan (W. Bengal) s 1-8 10
Krishna (A.P.) 6 15 17
Bilaspur (I.M.P.) 7 1-5 14
West Godawari (Andhra) 8 15 13
Santhal Parganas (Bihar) 9 14 1
East Godawari (A.P.) I0 1-4 9
Durg (M.P.) 11 14 16
Cuttack (Orissa) . . . . . 12 14 10
Shahabad (Bihar) . . . . . 13 1-4 6
Sambalpur (Orissa) . . . . . 14 1-3 13
South Arcot (Tamil Nadu; . . . 15 12 5
Gaya (Bihar) . . . . . . 16 1-2 Nil.
Bankura (W, Bengal) . . . . . 17 1-2 3
Birbhun (W. Bengal) . . . . . 18 1°2 2
Puri (Orissa). . . . . . . 19 1-2 10
Chingleput (Tamil Nadu . . . . 20 1-1 4
Bastar (M.P.) . . . . . 21 11 3
Singbhun (Bihar) . . . . . 22 11 Nit
Guntur (A.P.) . . . . . 23 10 10
West Binajpur (W. Bengal) . . . 24 10 2
Ranchi (Bihar) . . . . . 25 10 1
North Arcot (Tamil Nadu) . . . 26 1°0 1
Koraput (Orissa) . . . . . 27 10 8
Srikakulam (A.P.) . . . . . 28 09 6
Ganjam (Orissa) . . . . . 29 o9 4
Champaran (Bihar) . . . . . 30 o-9 Nil
Palaghat (K erala) . . . . . 31 09 7
Balarore (Kerala) . . . . . 32 o-9 4
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1 2 3 4
Tirunelveli (Tamil Nadu) 33 o9 4
Tiruchirapalli (Tamil Nadu) 34 o9 1
Hazaribagh (Bihar) 3s o8 Nil
Rhandara (Maharashtre) 36 08 27
Nellore (A.P.) . 37 o8 11
Murshidabad (West Bengal) 38 o8 Nil
Purnea (Blhﬂl‘) 39 o8 1
Mayurbhanj (Orissa) 4C 08 4
Raigarh (M.P.) 41 o8 8
Kamrup (Assam) 42 o-8 5




APPENDIX VI
(See page 99 of Report)

Percentage of utilisation of eﬁ"xtwe Capacity of Cooperatire Godowns in 19651968
Result of Sample Survey)

State Percentage of effective storage capacity Over all percentage of
utilised in each godown effective storage capacity
utilised in the State
S. N.
Godown Rural Marketing Rural Marketing
No. Godown Godown Godowns Godowns
2 3 4 5 6 7
Maharashtra b 50 42 53 41
2 6o S
3 rented to rented to
Govt. Govt.
4 100 28
s 10 78
6 100
Gujarat 1 142 56 67 106
2 67 69
3 70 141
4 73 133
s 42 99
6 17 147
7 128 100
8 72
9 42
10 17
Kerala 1 s5 12 31 17
2 14 26
3 50 18
4 40 15
] 77
6 16
7 14
8 15
9 20
10 16
Madhya Pradesh 1 48 62 48 68
2 41 35
3 63 123
4 50 45
5 38 103
6 59 41
7 26
8 93
9 47
10 18
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I 2
<. Madras 1 16 52 40 91
2 13 75
3 46 97
4 66 142
5 13
6 36
7 25
8 28
9 83
10 18
6. Muysote 1 79 75 ST 87
2 30 100
3 41 94
4 100 79
s 100
6 15
7 100
8 9
9 10
10 27
7. Orissa 1 84 100 50 86
2 92 100
3 69 30
4 19 100
s 7 100
6 29
7 41
8 78
9 39
10 46
8. West Bengal 1 83 66 41 34
2 71 100
3 47 4
4 2% 20
5 2 12
6 67 S
7 12
8 25
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APPENDIX VNI
(See page 135 of Repoit)

Statement showing the assistance given to various States Jor Cooperative Development

No.

State Assistance by N.C.D.C. during 1967-68 Total Assis- Perulaticn Assistance
tance by (estimated  per  lakh
Centrally Centrally Corporation Total N.C.W. in ¥967) population
aided sponsored  sponsorcd Board and
schemes schemes schemes NCDCupto
end of
1967-68
( In lakhs of Rupees)
f. Haryana . . . . . 18 05 o1 18:6 28 92 030
2. Bihar | . . . . . . 14 37 57 234 495 538 092
3. Kerala , . . . . R . 18-2 (o3 § 5 233 203 198 1:02
4 Uttar Pradesh . . . . . 573 24 26 857 907 849 1-06
5. West Bengal . . . . . 21 09 3 2479 528 414 1-27
6. Rajasthan . . . . . 85 2°9 79 19°3 349 242 144
7. Assam . . . 13°6 o5 03 14°4 243 147 1°65
8. Orissa | . . . . . . 263 2 19-6 579 373 202 1-84
9. Andhra . . . . . . 32-2 0-8 23 56 839 407 2-06
10. Madras, . . . . 569 .. 55§ 112°4 836 375 2:23
1. Gujarat . . . . . 563 04 12 579 603 4% 2746
13. Madhya Pradesh | . . . . 59°9 02 1'9 62 933 379 2:47
13. Mabharashtra . . . . . 129 1 16 146 1298 465 2-79
14. Punjab . . . . . ) 14-2 09 52 203 411 135 3-04
15. Mysore , . . . , . N 61 I 15 635 874 273 3:20

1. Poﬁnhron figures from “Ir;dia, 1968’;.
2. All 0.ux. figures from Aanual Report of N.C.D.C. for 1967-68.
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APPENDIX VIII

of main Conclusions/Recommendations

Summary
Sr. Para No. Ministry/Department
No. of Report Concerned
B 2 3
1. 1.19. Deptt. of Cooperation

Cenclusions/Recomendations

4

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

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

SIT



3

Deptt. of Cooperation (contd.)

4

taking place. It is releasing assistance for schemes on the
basis of proforma submitted by State Registrars of Co-
operative Societies which give details of proposals, esti-
mates, or expenditure incurred etc. As pointed out by
a Study Group of the Administrative Reforms Comumis.
sion “no detailed scrutiny” is done by the Corporation;
“but on the basis of facts intimated in the prescribed
form financial assistance is released.” The Study Group
concluded that this ‘spoon-feeding is unnecessary and
undesirable” and “leads to an avoidable load of work and
unnecessary centralisation of functions at headquarters”
which “can be done away with.” It was stated during
evidence that the Corporation does conduct scrutiny prior
to release of assistance in respect of centrally-sponsored
schemes (as opposed to centrally-aided schemes). The
data furnished to the Committee, however, shows that
the number of centrally-sponsored schemes at present
administered by the Corporation is only 1.

The only other check on utilisation of funds that the Cor-

poration has is the utilisation certificates that it obtajns
from the State Governments. The findings in a later
section of this report will, however, show that these
utilisation certificates are furnished on the basis of “mere

911



Deptt. of Coopcration—(Contd.)

(i)

(iii)

disbursements” without ascertaining how far moneys have
been applied for the various schemes for which assistance
has been given,

For other Plan Schemes, Central assistance is now releas-
ed to States under a system of block loans and grants,
without relating them to specifice sub-heads. In respect
of these releases, States enjoy flexibility in utilisation of
funds, subject to the need to conform to certain priorities
arising out of the Plan. There is no reason why funds
released by National Cooperative Development Corpora-
tion for certain cooperative schemes should be made an
exception to this arrangement which covers other fields
of Central assistance, involving substantial outlay. What
makes the arrangement inconsistent is the fact that there
are cooperative schemes themselves outside the purview
of the National Cocperative Development Corporation in
respect of which release of assistance to the State Gov-
ernments is mace under the system of block loans and

grants.

It has been stated that National Cooperative Development
Corporation evaluates schemes for which assistance is
released by it and thereby a realistic formulation of pro-
grammes is facilitated. The findings in the later section
of the Report will show that important schemes like
cooperative marketing have never been subjected to an
overall appraisal by the Corporation at any stage. The

AN
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2 3

.Deptt of Cooperatlon—(contd)

(iv)

Corporatxon has also not been able to furmsh to the Com-
mittee complete data on a number of major points like
the quantum of financial assistance provided by it for
marketing societies covered by ‘revitalisation’ programmes,
the position of godowns under construction in various
States, financial assistance provided by it in respect of
uninstalled processing units etc. Besides, any evaluatjon
that is required to be dune could well be done by the
Department of Cooperation or agencies like the Pro-
gramme Evaluation Division.

As regards the argument that the Corporation, through its
constitution secures association of non-official leadership
with the cooperative movement, the Committee find it
difficult to understand whyv the purpose could not be
served equally well by devices such as informal consulta-
tive committees. In any case, there is a full-fledged
Department of Cooperalion under Government and the
interposition of the Corporation between the Department
and the cooperative sector will only hamper, instead of
facilitating the ‘de-officialisation’ of the cooperative mave-
ment. Besides, as the Corporation itself has no substan-
tial means of independent income, being fed by grants
and loans by Government, it just acts as one more inter-

811



1.20.

mediary in the process of channelisation of funds to co-
operatives.

The National Cooperative Development Corporation is a
successor to the National Cooperative Development and Warehous-
ing Board which was set up as a result of the recommendations of
the All-India Rural Credit Survey Cemmittee. At the time the
National Cooperaiive Development and Warehousing Board was set
up in 1956, the work relating to ccoperation “was handled by a
small division in the Ministry of Food and Agriculture”.* As point-
ed out by the Expert Cornmittee on ‘Financing of Cooperative Pro-
cessing’, one of the considerations ¢f tne Rural Credit Survey Com-
mittee in recommending establishment ot a statutory body with an
independent fund of its own “was to insulate the proceesing, market-
ing and other cooperative development pregrammes from the limita-
tions of annual budgetary allocations” as a prelude to their becoming
“a non-departmental and non-Government activity.” This objective
has not been achieved and the National Cooperative Development
Corporation functions just like cther Government Departments, th
funds provided to it by Government being subject to lapse, i
not utilised, at the end of the financial year. Besides, there i
now a full-fledged Department of Cooperation under Government
which came into existence ir 195, subsequent to the formation of
the Statutory Poard. The Committee have reasons to doubt
whnether the existence of an offizial orgsnisation like the National
Cooperative Development Corpcration in the cooperative sphere,

besides the Departrrent of Co )pﬂratx(m is at all necessary Besxdes

'lieport of the Working Group of Admmismuve Reforms C0mmmmn on Coopcranon

611
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Deptt. of Cooperation—(Contd.) the existence of two official agencies will not certainly be conducive
to the ‘de-officialisation’ of the cocperative movement.

I 2 3

3. I.2I. —do—
The Committee would like Government to remit the foregoing-

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

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

(i) The ‘owned funds’ of primary societies have increased
from Rs. 3'82 crores in 1957-58 to Rs. 33'13 crores in
1966-67. However, this impressive increase has been
largely due to the progressive increase in financial sup-
port from Government. Taking share capital eontribu-

0ct



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

(i) The turnover of the primary marketing societies has shown
a spurt. It was about Rs. 70 crores in 1955-56 and accord-
ing to data given by the Reserve Bank, it has increased to
Rs. 316°9 crores in 1965-66, Rs. 366:7 crores in 1966-61 and
Rs. 412 crores in 1967-68. However, this incredse in turn-
over has to be weighed against several factors mentioned
below.

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

»Statistical statements relating to the Co-operative Movement in India-1966-67.

\
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5 225 Deptt. of Cooperation—(contd.)

6. 2.26. —do—

7. 2.27. —do-

4

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

Thirdly, sales of agricultural produce and agricultural

requisites constitute the bulk of the turnover of societies. The

statistics given by the Reserve Bank in their Review would show
that 60 per cent to 70 per cent of the agricultural produce handled
was attributable to the States or the Food Corporation giving the

" societies a virtual monopoly in procurement operations. As regards

agricultural requisites, the data incorporated in the Reserve Bank’s
Review would show ttrat fertilisers accounted for the bulk of the
sale and that in most of the States, cooperatives had been appointed
as ‘sole agents’ for distribution of agricultural requisites, including

chemical fertilisers.

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

(441
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—do —

Reserve Bank in their sample survey that “in a number of societies,’ .

the agencies from whom they purchased the produce were traders™
and “the agency on whom they depended for the sale of the produce
were also the traders to a very large extent.” This seems to be
true not only of primary societies, but also of societies in the upper
tier, which, according to the findings reported to the Conference of
Ministers were making “purchases in Mandis not from growers.”
In the opinion of the Committee, this is alien to the very concept
of cooperation which seeks to eliminate the middleman and his
margin, in the interests of the growers as well as the consumers.

The Committee observe that Government themselves are of
the view that “the position of marketing societies is not an ideal
one.” The foregoing review suggests that remedial action should

follow the lines set out below:

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

a stake in their working.

(ii) The Dantwala Committee had pointed out that “the hulk
of the marketable surplus of the farmer i sold in Vil}gges."

o
(3]
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Deptt. of Cooperation—conrd.

(iii)

(iv)

4
The societies should not, therefore, be “con'tent.to h;;mdle
whatever comes to their door” but should be revitalised
and encouraged to go to the villages so that their

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

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

Outright purchases by cooperatives will act as a great

[~

inducement to cultivators. The National Cooperative R

Development Corporation has started a scheme for sub-
sidising losses on such purchases, but the data furnished
to the Committee shows that there have been instances®
of such subsidies being used to cover up losses sustained
by societies in making purchases from middlemen and
not from growers. This tendency should be curbed.

(v) Agricultural credit societies extend loans to cultivators.

The affiliation of these societies to marketing societies
should help to establish a link between credit and market-
ing and facilitate recovery of credit through sale of produce
through marketing societies. Though the progress .in



(vi)

(vii)

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

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

The Dantwala Committee had in 1966 drawn attention to
the existence of a large number of weak societies and
suggested a programme for their revitalisation. The dat

furnished to the Conference of Ministers of Cooperatioq
in July, 1968 would suggest that roughly 25 per cent of the
societies fall in this category. The Committee find it
difficult to understand why, even though four years have
passed since the Dantwala Committee reported, a survey
of weak societies has still not been completed. This only
shows that the National Cooperative Development Cor-
poration is not sufficiently alive to its responsibilities in
this regard. What is even more regrettable is that the
Corporation does not even have information about the
quantum of flnancial assistance extended by it to the weak

$TI
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Deptt. of Cooperation—conid and moribund societies. The Committee would like a
programme for revitalisation to be launched withouit
further delay. The weak and effete societies may - have
to be written off and realistic norms of operations fixed
for societies in future. Each society will have to draw
up a phased programme for increasing its turnover for
implementation.

9. 2.29 —do— The Committee observe that during the Fourth Plan, an out-
Pla ning Commission 12y of Rs. 45 crores is contemplated in the cooperative marketing
sector. The experience gained so far suggests that planning for
this sector has been impractical and unbusinesslike. There has been
what the Reserve Bank Survey has characterised as a ‘“iarget
approach” to the whole movement, which has resulted in prolifera-
tion of societies with “very little attention” to “appropriate norms
in regard to the coverage of area, the volume of agricultural pro-
duce, etc.” to be handled by the societies. The Committee, therefore,
feel that the accent during the Fourth Plan should be on consolida-
tion of the position of existing societies rather than on creation of

new societies.
Io. 329 Deptt. of Cooperation The Committee observe that the National Cooperative Deve-
lopment Corporation has provided financial assistance amounting to
Rs. 26 crores to the end of March, 1968 for various schemes in the
cooperative processing sector. While the performance has been
impressive in certain spheres, notably in the field of sugarcane pfo-_
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cessing, where the cooperative factories between them account for
a third of the country’s sugar production® the overall position has
to be considered unsatisfactory for the following reasons:

(i) There is a heavy backlog in installation of processing
units. At the end of March, 1968, as many as 583 units
out of 1,680 units organised i.e., 37 per cent had not been
installed. - Of the uninstalled units, the majority, i.e., 519
units were organised two years back or even in earlier
years, going back to 1960-61. Considering that it takes
about two years to install a processing unit, the performs
ance has to be considered rather poor. It has been indi-
cated to the Committee that there has been an improve-
ment in the position lately, but the data on this point
shows that, as on 31st March, 19689, 471 units out of 1,672
remained uninstalled. This js about 28 per cent of the
number of the units organised.

The delay in the installation of these units is bound to push
up costs and has led to Government capital getting avoid-
ably blocked up. Complete information on this point
strangely enough is not available with the National Co-
operative Development Corporation, which provided
financial assistance to these units. Such data as has been
furnished shows that a sum of Rs. 709-73 lakhs had been
invested by Government in 386 of the aninstalled units.
Of this investment, a sum of Rs. 289-79 laks, ie., over

s«Review of Cooperative Movement in India—1966-68 R:s:ve Bank o [alia Jataary. 197007
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a third of the assistance had been provided in 1965-66 or
earlier years, going back to 1960-61.

Deptt. of Cooperation—contd.

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

(ii) Units already set up are plagued by the problem of
inadequate wutilisation of the capacity installed. The
statistics furnished to the Committee in this regard are
very revealing. In sugarcane the capacity utilised is about
two-thirds of that installed and in cotton ginneries and
groundnut processing units, one-third. Data in regard to
paddy and rice units is not available, but the statistics
collected by the Reserve Bank indicate that the quantity
processed in 1966-67 was of the order of 0-89 lakh tonnes.
As against this, the capacity of the units installed as at
the end of March, 1968 was 1863 lakh tonnes. Even

gzl



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

capacity is only fractional.

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

One point bearing on the underutilisation of the capacity of

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

3.30 —do—

(iii) Adequate notice does not seem to have been taken of

existing capacity in various fields before organising
couperative processing units. The Expért Committee on
Financing of Cooperatives pointed out for instance that
in the field of cotton processing “no precise information
is available about the ginning and pressing factories in
the country” and that an assessment made in 1963-64
indicated that nearly a fifth of the existing units “were
either idle or closed down permanently.” In regard to
groundnut processing, the Expert Committee similarly
drew attention to the fact that “no reliable statistics are
available regarding the number of various types of units
in operation.” The Committee find little reason for wonder
that cooperative processing units set up in these fields
have failed to utilise more than a third of their capaecity.

The Committee would like to make the fullowing suggestions:

(i) Capital has remained avoidably locked up in processing

units which have not yet been installed. In respect of
the units which have remained uninstalled for two years
or more, a reasonable period should be given to the unit
for installation, failing which the financial assistance given
to it should be recovered. *

of1



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

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

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

Deptt. of Cooperation
Planning Commission
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Deptt. of Cooperation—contd. meantime, stress should be on modernijsation of conven-
tional units where utilisation has been high.

12 421 —do— The Committee are not happy about the progress achieved in
the scheme for provision of cooperative godowns, in which the invest-

ment by the Corporation as at the end of March, 1968 amounted to
Rs. 1,440 lakhs.

13 4.22 —do— In the first place, as many as 4,029 rural and mandi godowns,
or nearly a third of the godowns assisted, have not come up. Data
about the year in which the construction of these godowns was
started, which unfortunately is not complete, shows that the con-
struction in respect of 178 of the godowns had commenced between
1956-57 and 1960-61 and 2,828 other godowns thereafter. It is strange
that when “normally a godown takes two years to complete con-
struction”, such a large number of godowns should remain incom-
plete over such a long period. What is even more hard to explain
is that as much as 48 per cent of godowns taken up for construction
under “a crash scheme” have still to be completed. The amount of
money blocked up in 3,477 incomplete godowns under construction
is Rs. 33 lakhs. As this data does not cover all the incomplete
godowns, the Corporation not being in a position to give complete
information in this regard, the money locked up in godowns yet to
come up should be much larger. .
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In the second place, construction of godowns has been
abandoned in a large number of cases. The number of cases of
such abandonment as indicated in the Annual Report of the National
Cooperative Development Corporation is 557. It is obvious, there-
fore, that the Corporation failed to screen proposals for construction
of godowns with sufficient care.

Thirdly, the utilisation of capacity of completed godowns, as
reflected in sample surveys carried out by the Corporation, has not
been very satisfactory. 32 per cent of the godowns covered by the
survey utilised 75 per cent of their effective cavacity; 31 per cent
of the godowns, between 41 per cent and 75 per cent of the capacity;
30 per cent of the godowns utilised capacity to the extent of 11 per
cent—40 per cent; while the capacity in the remaining 7 per cent
had not been utilised to the extent of more than 10 per cent.
“Renting of godowns by the societies to Government arpears to
be quite common” and construction of new storage capacity in some
places “was well ahead of and in cxcess of demand.” Apart from
this factor, faulty location of godowns seems to hzve substantially
impeded utilisation of capacity.

Fourthly, while the utilisation of cooperative godowns has been
poor, the cooperatives’ occupancy of the Central Warehousing Corpo-
rations godowns is as high as 30 per cent of the space occupied*.
The Cooperatives also dcposit their produce in the godowns of the
State Warehousing Corporation.

«Paragraphs 24—29 of the 9th Report of the Commi tee on Public Undertakngs (Fourth [ ok Sabha).
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In the light of the foregoing findings, the C»mmittee would

like Government to initiate action on the following lines:

(i) Proposals for construction of godowns are okviously not

\/',

[

examined by the Corporation with requisite care. It is
necessary to streamline the procedures for examination
of these proposals, so that their viability may be examined
from all angles, such as location, demand et-.

(ii) A number of States in which godowns have bcen con-

- (Gil)

(iv)

structed have yet to carry out surveys to assess utilisation
of capacity in thuse godowns. A regular drill should be
laid down in this regard, so that adequate data is periodi-
cally collected. Such data would also provide a useful
guideline for future planning for godown capacity.

The inadequate utilisation of capacity in godowns already
constructed will act as a drag on the finances of the
societies which have raiced those godowns. Purposeful
steps have to be taken to ensure that these coecperatives
attract custom.

Godowns are also being constructed by the Focd Corpora-
tion of India. the Central Warehousing Corporation and
the State Werhousing Corporations. The reascns for high
utilisation of their gndowns bv the cooperatives should
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ve enquired Into. 1ae Fourth Plan proposals cnvisage

augmentation of storage capacity in the coocerative sector-

to the tune of 1'6 million tonnes. While it is indisputable
that, with the favourable trend of harvests in the recent
years the demand for the additional storage capacity
would increase, it will still be necessary to ensure propex
coordination and demarcation of spheres between the
various authorities undertaking construction of gedowns,
so that wasteful duplication of efforts does not toke place.

{v) Cases where godowns have been under construction for
two vears or more will need particular attention. The
factors leading to delay should be closely examined to
ascertain whether the original proposals are sound in the
changed context of things. In respect of those 557 cases.
where construction of godowns has been 2bandoned,
refund of the assistance given should be promptly
obtained.

The Committee find the progress in regard to installation of
cold storages disappointing. Assistance amounting to Rs. 269 lakhs
had been provided by the Corporation to the end of March, 1968
for the installation of 67 cold storages. 50 of these cold storages
(assistance provided—Rs. 213 lakhs) had not been commissioned till
1968-69. 47 of them after a lapse of two to four vears.

The Committee note that the position as at the end of June,
1969 indicates some improvement, in that 55 units had been installed

SEl
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as against 87 assisted. There is, however, still scope for improve-
ment, considering that “it normally takes one to two years to set
up a cold storage plant.” Proposals for installing 8 units have been
reported to have been scrapped. The Committee would like the
Corporation to ensure that the financial assistance provided for
these 8 units is promptly refunded by the State Governments con-
cerned.

The Committee observe that there is a proposal to set up 45
cold storages during the Fourth Plan in the cooperative sector. A
Working Group of the Planning Commission had, however, recom-
mended that the development of cold storage capacity during the
Fourth Plan “may be left to take place in the private sector which
has exhibited the requisite enterprise in this sphere.” The proposal
for further development of cooperative cold storage is not consistent
with the view taken by the Working Group of the Planning Com-
mission. The Commrittee would like the proposal to be further
examined in order to bring about proper utilisation of scarce
resources according to a system of priorities.

The existing cold storages in the cooperative sector are still
in the process of gestation as would be evident from the results of
the review of their operations conducted by the National Coopera-
tive Development Corporation which are given in this section of-
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the report. 1t is, therefore, necessarv that due note should be
taken of the results of their working before launching rew units.’

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

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

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

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

Le:
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While it is no doubt necessary to eiisure that the funds made avail-
able to State Governments are disbursed by them, it is also neces-

P "sary that the manner of actual application of these funds should

be kept under watch. The Committee would like a suitable
arrangement to be evolved in this regard.

The Committee note that there have been some instances of
deviation/non-utilisation or ineffective utilisation of funds made
available to the States for certain schemes. In one case, a State
Government charged the cooperatives a higher rate of interest on
loans than provided in the terms and conditions on which funds for
the loans were provided to that Government by the Corporation.
In another case. where assistance to the tune of Rs. 4-69 lakhs was
provided from August, 1966 onwards by the Corporation to a State
for setting up a cooperative,rice mill, the mill has yet to go into
effective operation. There has been a third case, where assistance
amounting to Rs. 2 lakhs was provided to a State Government for
a pilot cooperative project for insecticides, which has not yet come
up. The Corporation is stated to be pursuing all these cases. Tt
is hoped that proper overhaul of their structure would be carried
out in order to make up the deficiencies. The Committee would like
to be apprised of the outccme of the Corporation’s efforts in this
regards. _—
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The Committee find that the progress of the cooperative move- °

ment in the country has been very uneven, The movement has yet
to strike firm roots in places like Rajasthan, Bihar, Orissa which
are comparatively less developed in this regard than areas like
Maharashtra, Gujarat, Punjab.

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

The Committee are disturbed to find that vested interests are
subverting the working of cooperativ.: in the country. These
interests have managed to perpetuate themselves in office and corner
“the lion’s share” of the societies’ services “for self, friends and
relatives” A host of devices have been employed by them such
as “restriction on admission of fresh members”, avoiding general body
meetings, “manipulating elections”, “employing near relations in the
paid services” of cooperatives, “granting liberal loans to friends and
relatives”, not recovering these loans etc. In the result, as was
pointed out at the conference of Ministers of Cooperation held in
Bangalore in July, 1968, “very often 15 per cent to 20 per cent of
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the membership are in a position to get the major benefit from
cooperatives.” The scope for self-aggrandisement and personal
enricnment should be very vast indeed, considering that the National
Cooperative Development Corporation alone has extended assistance
aggregating Rs. 90 crores to cooperatives till the end of 1967-68.
Besides, Government have on their own been extending assistance
on a sizeable scale for schemes connected with consumer cooperatives,
labour cooperatives, thrift and credit societies etc.

In the opinion of the Committee, this situation is fraught
with great danger for the future of cooperative movement and will
undermine people’s faith in its usefulness znd necessity. As early
as 1965. the Mirdha Committee had investigated this problem and
reported on the mcasures necessary to eliminate the vested interests.
Effective measures, administrative as well as Jegislative, are, how-
ever, still to be taken. though lip-service continues to be paid. A
conference of State Ministers endorsed the suggestions of the Mirdha
Committee in November. 1965. Thereafter a conference of Chief
Ministers considered the matter further in June, 1968 and formulat-
ed a series of suggestions. Only one State has so far undertaken
comprehensive legislation incorporating the recommendations of the
Chief Ministers conference, but the Committee gather that even
that State has vet to formulate rules under the Act to give effect
to the leaiclation Tha =hials fcoie meonuwhile continues to be at

ob1



9.17

—do—

the stage

S e tre daiest conference of Ministers
held in July, {boy suceesiing o ror this purpose “a certain amount
of compulsion necd ..»t ho ruled out” The Committee feel that in
order to give necessiry impetus to the movement the Central Gov-
ernment should take a more active part in providing leadership to

the States in this matter.

The Committee recognise that ‘“vested interests in coopera-
tives cannot be tackled in isolatiors from the rest of the community”
and that the problem has to be viewed against the background of
“the political climate of the country, the social traditions and the
general level of educational development.” Nevertheless what can
be done to remedy the situation has not yet been even attempted.
The Committee would like the Government of India to take
up the matter with the State Governments in right earnest. so that
suitahle legizlative and administrative measures are initiated; with-
out further delav. The aim should be to secure that—

(a) positions of influence in cooperative societies are ngt
monopolised by a few influential persons and no one
allowed to hold more than one or two key posts at th
apex, district or taluka level;

(h) membership of societies is open to all;

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

(e) elections are regularly and properly conducted;

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

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

The review shows a number of shortcomings in these sectors:

(i) The organisation of societies seems to have proceeded on
the basis of what the Reserve Bank has aptly characteris-
ed as a ‘target approach’ to the whole movement. This
has resulted in accelerated organisation of a number of
cooperative societies without adequate investigation about

FA 4}



their viability. In consequence, a number of societies set

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

(ii) Ambitious plans for organisation of new societies have\

(iii)

suffered for lack of a purposeful follow-up. This is reflect-
ed in a large number of processing units, cold storages,
godowns etc. not having come up. vears after financial
assistance for these units was disbursed. The delay in
installation, apart from pushing up the cost of these pro-
jects. has wesulted in a substantial amount of Govern-
ment capital getting blocked up.

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

(iv) Vested interests have secured a hold on » number of
societies, which they are turning to their advantage. It
is essential that all the m<isdies should be diagnosad and
effective legislative and = -inistralive sanctions aoplied
against them is the intrre~ - of sound ard kealthy growth
of the movemen!

(v) Above 2ll £ o nonea “roure thiat the movement
progies ooen o oven et threughout the countryv. The
t

[N

ety difioyent States bas ro T

progre=s of
beon uneyen

10.3 Deptt. + Maoperation The Fourth Plnn bt Froeons oeeBve sertor are at
Pla:: 1 - ¢ oo cission rresent under the eonnloration of Ceemavaomt o Tt i3 asgentia] that

all investment propocels vader tan - neeceded by a carveful

*examinaticn of theip econom®™ s The exi-fonee of 4 la ge nurrber of

. ineffective societics in the marketing sector and large unutilised
o ;’;exammaﬁon of their economis=. Thz exvi~tc ‘ce of a large number of

1 that the accent shonld be on ronsalidation of the position of societies
7 already orraniced. rather than on setting up new sncieties.
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