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The preblem of egricultural oredit is in may ways
ctral to considerations of raral devalopwmnt policy, and
without a propes solution ¢ this probles, a dagioning with
the sooposic ractnceruaction of pural sogiety would not be .
possible, As sarly as 1945, the ricultursl Finmnce Sub-
Comittes had snphasised the futility of sil effoyts at
f mai&ag down of debts, of eonsxolling the operstions of
iy=leniers, &8 iong as alternstive institutionsl credit
was pot svailable to the m&m&tur&i producers

Like svy W smm: of the soonoay, agriculturs
nasds credic for ik ammu bﬁmmwmwa longs
taxe. Where climstic factors arw gensrslly favoursble end
pricss of sgricultursl products ars not unreminerstivs, the
ﬁiliﬁ?@ﬁ%!&ﬂﬂﬂ%%&%pﬁ%«n is relatsd
to the wﬁl&bﬁww of sasy and sdsquate exsidit, In other
'mda. WW“ AGtE ek & mmu on agricuiturel
developuonts FOr the agrarfen sectore two types of credit
are svatlsbles (4] Iastivuticnsd credit, coming from
comoercial banks, Sowcpsrative cradit societies, central
and svats government agencies) snd {14) ¥omeinscitutional
eredir, provided by the money=lendecs, wsrchants, landlopds,
relatives and others. dhils s0 far, the pone-instituticnal




 agencies have playsd an faportant zols, in terms of the
smowmy of credit supplied, of latm, the cosoperatives as
# source heve beccis xignificent,

1€ may be pointed out here that ss traditional agricale
ture &3 sought €0 be transformed Into a mdern one through
- the inxroduction of innovations, the dradit market is callied
upon tO sct a8 the sain vehicle of acunomic projress, Iif
the cresit market fells to et in responss o the frash
dernand for loans, then the sgricultural growth process msy
be hampered, !Hege, it is isperative thet the credit newds
are fulfilled by the inatitutionsl ssurcesy and o the
axtent they fail to 4o a0, the gep will be £1lled by informal
lending sources, |

Evan it a backward agriculturs beckuse of the high
inverest income, some of the Anformsl lending cparations
say ba highly organised, while others, though scattered,
may have several opportunities to warn high intsrest incooe,
Thus, the knowledge of the "aolus operandi’ of thess informal
lenders 1z ascsntial for she cosoperative md public instie
tutions opsrating in the organiesd secror of the agricultural
oredit market, to ensble thea to compete sffsctively with
the former. The poneyeisndsr has coms e be lavgely identi.
£ied with the surplus-produceres 1t is possibls thot there
iz & wvayy lucrative auwsim for the aurplus~farmers to



Snvest their agriculeursl surplus in & money-lending
business which aligns with those credit sesdes while the
pariodic and therstore the clironic creiitedasand srises
from the continucus missaton bestwesen income snd expenditute,
the sporsdic creiit demend gon be wxplsined chietly by
¢rop follures and pnusual high feaily expenses such as
marrisges and funarals. The agricultural surplus, thun,
purforss & vital function in thet 46 serves o balance
sut the dearth of capital with the ‘deficit’ sections of
However, following T.W. Schults's theory of transforming
traditionsl egriculture to & higher producticn level; this
kind of investont oF the farssrecum-mtney-ionder is of
erucial significancos betauss it tands to pregiuie suth a
transforasstian, sven in the longe-term, Such o relationship
{betveon the by farmoreamnep-lender end the snullefarners
porrover} would Zrustrats fnvestsent by both groupss The
monsy=lender £inds that further lwnding to the *degicit®
sections offers highsr Feturns than investmant on his own
land cun, The HoFrower, opn the ceher hand, 4o8s DOt use
offer high expectation of return), because it has £0 he used



Among the institutionsl sources of rural credis, the
chodes Of the coeoperitive credit systes for analysis is
dalibarats becauses

(») the credit cowcparatives are the most important
organised sgencias in the gursl ssttory end

) they have besn ecognised as thw main agencies to
act ss substitutes for the monep-landers and to promote
gradually the iptsgration of the moneyemsrket in the egrie
cultural sectore |

3y thelr early induction, the cowoperatives should
bhave sstaniishad f4rm goots in the oural asess of Orisse.
 For & stats, vhers thers sre a large tusber of small farmere,
thole adsence or fallure to reach out o thess sections has
 been particularly felt, The cowoperstives, though, have
male some progesas in rural Orissa, but it is far shors of
thw originsd intentions end expectstionss The fallure s
mare criticel for & backward state like Orisss. Thare ar's
steong indicstfions that the benefitas have largely gone €0
the richer sections, Purther in rsoent yssrs, thas capacity
of the costuparatives to shouslder the task of eredit suppore
o faxmars has bew considersbly reduced to seversl fectors
such a8 shoxtags of owned swsources and hesvy overduss, It
 eredit fecilities to marginel and scall Parmers who by




thenselves constitute a large ssction of the totsl farming
population, This study shows that as long a8 the COODELEw
tives Go Dot reach the level of the swall farmers and
sharescroppers: the supply of cheap credit which thuy vill
provide will only serve to rainforcde the usurious pragtices
-&if the nooeinstitutional agencies, Thizx is 80 hecouss the
CO=OpETatives have Deen domivated by zicher sscticns of the

for tho purposs of this atudy, the Prisery Agricultural

Crafit Societies (PACA) bave boen selectsd for a detailed
study. This is bucause the primary agricultursl credic
sccieties are the ultimete links in the flow of crgantesd
funds to the cultivetors, The PACH have Desn comosnded as
fdeal credit fnstitutions st the grass-reot lsvel for the

following reascns: (s) the rursl comsumity being Girectly
nvolved dn the operations of the primary coeopstative, it
15 the best institutios to look ot while julging the effece
tiveness of creiity () deposit mobi lisaticn can be PrOWIEeS
and (c) the cost of service will be minimel as coupered with
cther crasiv delivery systemss. |

This stuly sttespts to ook st the iwpact of Instity-
tional credit, on the sgrarien econoay of Orissa, At the
cutset, it should be noted thet a ssjor handicep in ail
such stulies is the luek of appropriste dats and published



material. Haking s proper asssssmint of the lmpact of
eredit on the agrarisn sooomy would normally requize &
11e3 survey, including £ield studise. Hovever, Qus

0 the ccastersints ¢f time and resources such an undextaking
was outside the scope Of this atuly. Heoce €Or the statise
ticsl analysis this study reiies aloost antirely on the
dats provided in Govertmmnt fmporss, aspscially those of

the Reserve Baok of Indis. #An ateanpt has been made to
lock at tho issus of ceedit &n & more fundsmental meoners
Lot Who have been the reul bencficlaries of credit and

In the evaluction of comoparative institutions the
eritoris used can be gumtitstive or quslitstive, Chviously
anough, she quuntitacive type is sasily operatsd and o
be used over & wids range. Howwwar, thay have sope major
iisitetions particulaciy thous inbsrent in statistics on
comtperative affiliation end bensficiaries, The use of
the coticepts end cstogorias of copvantionsl aconomic theoxy
for the soalysis of agrariasn iscsuss is ot Sises GiEficult
<~ jmtiﬁre indesd, the influmce extended by these
concepts and categories on systess of dubs collisction and
on the formulatich of hypothesis hos brought about & neglwct
Of sope rsthar obwious fgots, Hengw, it is importsnt o
hove & look et certain qusiitative factons - an evalustion



which would be based on ressarch on the relstionship of

- with sconomic indicators, wonld provids s sstisfactory
agsnmﬁfiﬁ of comoparative action, In opder o do this,
evalustion has to bypass the limits of sconomic Andicetors
and deal with socisl and political ones tov. Oaly thus

onn cosgpuratives be jwiged in terms of chenge. In certsin
spheres, sccial end political faotors nay even Hesd 1oTe
sxphnsis than economic onsns. A study of these hyceder
dimensions could hmlp us in teying 0 suygest the nosts o
tprove the Jot of the rurel populetion,

his atudy cousists of four chapters, In the first
chapter “the Xjcarisn Scanw®, an mnalytical plovwrs of the
agrarien spunomy OF Orisga hes basyn givan, Here an attenpt
has boen made o identify the major weskness Of the ograrisn
srrugtures; which beve inpeded ite development. ouch an
apsiysis is isporcvant becauss the opsrational context of
the sowoperstive system has o be within the framework of
the intererslotions of different ssctions of rural society,
&5 per thelr relative economic strengthe,

* She mams.w G inalienable rights In land undoubted-
iy makes for considsrable difference in ¢he axtent
Aol the teras of gredis available to the producer,



The organisation of thoe coopsrstive credit systes in
rural Orissa hes Desn descyibed in the second cheprer
“Comoperative am«um in Rural Orissa®, 7The Co-OpaTas
tive aresit systen is oxgenised in 3 thresstiser structure,
Two ety 0f institutions cater to the short~tarm and longe
ters raguiresmts yespectively.

fhe third ¢hapter *Frogress of the Cradit CowOporetives®
s 6 study of the credit co-UpRratives « & attaypt to
aalyse the focoyd of the oowupw
refarance to pm:;mas meie do mh&evmg ﬂm n&m ;:f agyreed
policies, Jere the PACS have been staedlied An amu. for
ERantol nentioned carlter. The working of the Stetn and
Cantral Co=oparativa Sanks - the first twe layers of the
sxisting thres-tied structufe « snd also the Jotgwterm
credit comoperative Inptitutions (central and prioary lend
Sevelogment banks) have baoh discussed briefily, The
parfiorsancs of the towtparative suclietics has been looked
st gnder the munmg tosds: L) Dovelopoent and extent
cf covezagey {i3) Operation end f£inancisl strangth,

xmummz factora aze Ainportsnt to socount for
the failure of the cowoporatives, The cowoperatives have
had to face weomxious opposition frop the lepdioxds end
moncy=isnders, further, in the workings of caste end cless
Zostosre s something which has €0 be taken Into sccouits




-4

Thers and cartedin other sccial and political factors,; which
ate pore general and less $Aentifiable in their Smpact,

s which lesds o the guestion of intsrpelstionship betwesn
sconomdos and policics, have been discussed in the fourth
chapter *Crisis 15 the Credit Comcperatives”,



CHAPTER %

Gelesa is one of the most backward states in Indla,
1t is primarily &n agriculturel state with very few industries,
The state has the highest rursl population of 21.6 per cent
as against the natioval average of 80.6 per cent and most
of them sre engaged in agriculture, Agriculture esploys
774 por cant of the workfores and contributes 23 per cmt
of the state's income. Yields are very lov and sgricualtursl
cosoparative form of finsncing for sgriculture s hence of
crucisl impostancs.

The backdrop for the development of the COeopArative
credit systan in the atata &s provided by thwe naturs of
agrarian relstions that have provailed since the tine of
social stoucture is of graat significence to any discussion
of thes problens of agriculturel ﬁmmt. Ayravian sociasl
structirs is conditioned sssentislly by the extent charecter
of propsrty structure oo land, on the basis of which arise
& petuwork of production rslstions which constitute the
broeld sociosesonosic Lremwork within which production ia
cargied on.  Property structurs snd thw producticn yelations
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srising from it bring ebout s decisive influsncs oo produo-
tione A property structure %ﬁa&ah promotes parasitism,
through various ways of axploication of one clamss by snothar,
causing indersutilisation of manepowver snd Anefficient or
tural developpent, ©On the other hand, s propwty structurs
uhich is essentislly egelitarisn io cherscter, providing
cpportunities for self-developmant to all sscticns of
producers and which brings sbout npaxisam utilisasion of

both lend and oetepower, promotes producsion, and ralses

the sgrarisn econcsy as & whole o higher levels.

At the i:im of MWM, the pravailing sgrarim
structurs was & degacy from colonfel tizen, the state was
largely wnder the mesindari system of laod tenureship., In
fact, 1t covered $1 per ocent of the privatsly cwned land,}
This fors of 1land tenurs was & variant of the 'feudsl' and
‘sami-tonisl® form of land ownership which was developed
by the British to sult thelr interests, The Srisish hal
eatablished this systen s0 &% w0 fagilitsts the exaction
of wors ents from the oultivetors, by saking the landlord
the sbaolute ownsr of the land and depriving the sctual
cultivstors of all their traditionsl rights, The landlords
gunerally indulged in ssoy forms Of expepditure such a8

ppdng s :mbsmﬁ;ua. sjcoteant, forced labour,
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usury. and so o, It ¥as from amongst this class that a
icsalf firmly in the agrarian socisty of the state, ftThe
growkh of uhprotected tenancy on & big-scals can be said

to havs been the result of the continusd expropriation of
the small cultivators,

| alongside the £sct of & high degres of concentration
of tha Wa&:m of the state in rural mraos, there was
the wide éiﬁg&t&ﬂ#ﬁ in ownership of twlﬁmgs batwesn the
upper and the lower strata of the xursl population, Lan@-
“hioldings were characterised by a high degres of concentration
st the uppes levels,? Besides, thers was a high dsgree of
concentration of rural population st the lower lsvels of
lapdownership. The natursl outcome of this wap a pumerical
mmﬁﬁrmm Of cultivators with small holdings,. 9Yhie can
be sesr from the percentage distridution of such mmiuqs
and the total arss occupied by thems Thus, 71.47 per cent
of the mms were upto 5 acres {i.,e, 2,02 hectares) with
an ares forming 24.91 per cant of the total .‘umdos'

umetw aspéct of the agrarian muia vas that land
rant continues o be high evan vill the present day, Since
the £ifcies, thers has besn some reguletion of rente as
defined by the Tenanoy Acts and Lend Revenus Codes, Howsver,
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the signiffcant fact has been thet the regulated rents
spplied only S0 thoss tenants who wers recordsd and snjoyed
certsin tenoacy sights, The majority of sthe tenants 444
not fadld m this categorys They have besn mostly tenantse
aM&&imrw whoss gent in cesh or kind
temained m high &8 50 pex cent of the gross produce,
Tenonts ohd shareegroppers wers sudbjected to verious types
of owttuelegal cagotions. Although the Orisss Tensncy Act
of 1936 had banned these sxacticns, yet in ihe context of
tho thon provalling lanilird-tenant relatfonship, they a4
continye to parsist in the £ifties,

4

Honoe, the structurs of the agrariss soglety that
pravsiled in the sacly pare of our {(plenned) development
period, was one which was domineted by vhe big lwviouning
foterusts, The agrarisn society resained a backward onie,
hide-boued and restricted by archele landlord-tenant
zedstionship, righd coste formstions and social habites
Fhe porsistence of these primitive hondages of verious
types and the wt&mqm of wsury pravented the society
£xom changing, inepits cst the inpact of mmxumg forces,
Zhe produption progess was amw:zua by & backward
technique with low yisldds, vasts ¢f labour, sicrenely poor
sccumalation of capital and diversion of agricultural
- surplus into noneprodouctive channels. So while Jand
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conomtration in the hands of the rural rich continued to
gresi, lendlesansss and 1and hunger incrsased seong the
Sowst peasantEYY.

Tha espsnce of the agrarial structure, for large parts
of the countey, that hes developsd since the £ifties bas
been one of trnsition. The transition has been towards
sewningly commwrcialised agricnlicure, assoming the charactar
of market oriented farming, iHowevar, this transition
towards conmsreialised agriculture does pot sewr to have
taken place in Orissa,es At hes ZOr other stawes like Punjsd
and Harpast, Hhatever mfmnﬁ shange that has sesn in
rural Orissa, its direction and content hes been small. The
landowning elaesses have continued their dominetion over tha
share~croppings sxaction of high rents,
usury, scontmic bondage or servitule, sviction of tenwts,
nd sociel end caste oppre¥sion have continusd to prevall
pusr largs patta of the state, aAlthough, thers cas be said
to have besn an increass in moneyecomuxiity relations (1.e.
increses in the dagres of monstisation) but this rmonetisstion
e not besn widsspresd, Due O the lad veform legisiations,
thare has besn mmnmwum of land Ly the lesdowners
ostensibly for the purposs of ‘selfe-cultivation’s 50 thete
434 result lsrge-scals wm of tanants, The ares
under concesled or 1llegal tensncy ham not been Eevesied

agrarisn scontey.
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by the sationsl Sample Survey staristics, but we Csb presuss
it o be guite sizxeable, lsasing out by the big to the
snsll owaers, thus m stdli mﬁnm;s

The smergence and geowth of & class of molern entre
preneurisl farmers in the state has been very restriowed,’
The lirtle increass in the comwesrcislisation of sgricualture,
the Fioe in sgricaltural prices, and whatever Sxprovemsnt in
the technique of producticn sppesss to have 31l gons o
strongthen m economic .ym;tiaﬁ >4 this elsve of Dig farcars.
This class has slso becn the mcin beneficiaries of the
governmental axpuodituse on agriculture anid rural developmant,
They have sz to & large sxtent dominsted snd controlied
cresit wmmum.

mothar sspect of considersble aignificance, has bheen
the persickence of the owesrioal weight OE the potey
peasants » 5 category of m&l and perginal farmero, who
sunstitgte the badse of the state's agriculsure, This group
has persisted despite the dupaot of varfous infloences such
“au chapges in propristory sights as & result of land reforns,
and the Sfnorosss in the commercialisation of agriculture,
As 8 olass o catagory they do not have mueh weight or socisd
influence in the rural eocletys chey b&w' falled to sovure
sdoyuate noans @ dmprove thelr nmethols of cultivation,
Tho biggest cbstacle in the way of thekr develoyment bas
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peen the paucity of land in their possesion, (This we chall
ses &n following chapters.) Althoush they dominate the
sgrarian scene nuwsrically, their veight in the property

| structure is far lesa, Nith this, we may say that cne of
 the nepative featuras of the sgrerian trsnzicion has bean
the contipusd eopcentration of land in the hands of the

| apper strata of rursl soclety, The wvarious ceiling laws
have not yat reduced, sprrecisbly, the prevailing concantra-
tion of dapd ownership &% the top, Hehos, ap & result,
there has been 6o significet gualitative change in the
genoral strupturs of agrarian ralations,

agricoltural labour as 8 class, Composed of persons
divorced from lavdounership and depmndent on £ield labour
for their livelihood, eould not register mich growth, tidee
spresd provalstces of tnmaw and subwtenangy, subsistence
farming, and generel undar-developmeat of agriculture, seens
to have tied them down to lend and cbstructed thelr muwrie
bl groveh,; and also the developmant of en independent
labour werket fn the rural sress. (The mackets happen 0
be interlocked 1.9, the market for lsbouwr, land and credit
are Jinked up with one soocther,) *fhis pesults £rom the
peculisr festure that Quice often the dominent party combines
maitiple functions snjoying power in e nuber of markots
simultanecuslys he links between the markets are provided
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ususlly not by price but by dlrect compulsicns, Thus, with
the fact that with limitsd employment opportwnities for
dage 1abour m Wam, this may compal thoss who own
very little lend or no lend at all to lsase-in land even

oo onercus terms, If the landlord is also & merchank, he
m&y axplolt the wwaker position of the tenant on the lease
markets If the tensnt has limited sources of ralsing credit
for pone et all) due o his having no plsigesble sasets,

he may bBorrow from the landlord, who in tufn, may require
hin to comnlt his and sonetioss hin Sanily labour,

Such intarpsuetration of markets not cnly increases
the mlﬁiutiw powsrs of the landlord but also has cartain
dynonic conseguances. The fresdon to take decisions or the
area of feasinle choices for the sgonomioally valnerable
scctions surinks and this way, over time, mean the perpetus-
sion of bopdege whoss form is MOt 80 SLViouA%, ' |

this claspification of the state's agrarism structure
has vory inporcant implicstions for the credit system, The
classificetion is based on the inequitable distriducion of
assets in the rural areas, of which land happens to bs the
primory one, This insgquitable land distribution provides for
their relative bargaining position in the credit macket,
meéit from institutionsl pources such 83 the comgperatives
are levgely linked uwp with ‘orsdit-worthiness* which is
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pothing but the szononic stPength of the bogrowst in the
tarket, oo with an ineguitable rescurce base, the reguige-
wents of aredic would also De uneven, Howwvar, ve then
have & sposslous situation of those who need cradit sost
sre the cnes who agre likely to get the lesst from the
institutional sources. Hence, 6 the extent that the
institutionsl sgencies, iike co-operatives, Fessln out of
resch Of the cultivators, the rsquitensnts will have <o
be fulfilled by the woney~lender (or in most cases, big
landlovdenoney-lenderls In this contaxt it would be
sposonriste o axaninis the relative positicn of the moneye-
lender and wes o8 to how he has remsined 00 significant
in the agrarian scune.

A mm fsatore Of tha Orissa rural scens, sod
which is relevant from the polnt of view of the development
of progressive sgriculturs snd thé growth of the co-operstive
{snd othey rural iostituticns so weil) has besn the pree

selnonee of the noneyslegder over time, (a8 we ghall ses
in the third ghaptar) it is the agriculeurist money-lendes
who has gained in iw o8 ThE money-lwsisr then has
cone o be idencified with the large landowning or surpluse
preducing farmer. Shs landlord-money-lsnder has besn
dominating the zural credit systens, snd this dowinance has
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beon oade possible by the ineffsctivensss Of the sitempts
muds to orgmise  alternative agency for the swply of
credit for rural areus. The main fact, here, is chat the
needs for credit exist and must seek such Lulfilment as

thay can under the given conditions, It than ooy be argued
thot thw soneywlander doss not merely exploit these nesds)
be also adogts hinself to theme aong othed things, 1t is
this adspteticn which can explatn his survivel in the village
economys while the laglelation which has scught @ oontrol
bin has remsined,by end large, cnly on pepers Henos it
mm necessary O undecstand the ways of the monwy-lender,
as W m he adapts himself to the agtaxim situstisn.

Pirse, there is little that he does not notice, in the
girounatanon of his debtors or of thoss who way one day
becoms his dsbtorss Thus, vhat the inscicutions, like the
coeoperetives, sesely postolstes he actaslly possesses,
nesrely, & local nowledge of the “character snd repaying
capsgiiy® of those he has O deal with,

sevond, ke has Sifferwmt kinds and degress of hold
on mmmmmmm mc«mamuayét
having recourse to the law thus becomes guite unimportant
for hims So alsc fs the poasibilivy of ecquiring his
debtorts property. This predisposes him, An most cases,

o dlspsnse with the mﬁm& of lend a» security. Usually,
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the ecmpulision which be depands upon $¢ one which he has
reason o hops will cperats nore or less aukonaticallv,
Facther, if oged whu# be woild also be prapared o
axert nimself and et in motion the forves of compulsicn,
fhese forces are socisl or sconomic or both, They arxe
ditfersnt for different debtors, but are in sach case
relsted to the circumstances in which the debtor §s ploces
46 the villege. The soclal compulsion is counected with
consideraticos such as loss Of ‘face’ OF local prsstige,
caste disapproval, possidle pressucs through the ceste, and
& varisty of other socisl sssotions which, because they
happen O be Intangtble, do not happen to be less powerfals

| Than thare are also a nugher of ways of sconomic
compulsitm, Onhe form of pressuve 18 thet vhich the moneye
lender can himself exert by theestening to withhold fuxthes
oredit, Ancther is that which it may be possible to apply
theough some othar areditor, sspectislly the seader, from
whom the cultivator may bave taken sn advancm, (Both these
varieties of pressures bacome ons and the cews if the
monsy-lendesr is hismself the teaier, ae o0 often is the
gega. } Since the acney-londed, wﬁax and the landloxd
e not without thetr code of mutusl «_obu;auws in the
viilnge, it cay alec heppen, 1o some inotences, thet the
meney=Joniar spproaches the borrower's landiorsd, AL he has
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mwxfmg th cuner of the land the cultivator is likely
ww%m already in more ways thun ons,

aamtxé* it does not necessarily follow that he will
Anvike gﬁg.m of compulsion, the moment the pesyment has
fome/duse  This 1 & matter oa which (betng unhindered
lvi;zzéﬁim%mﬂ cudes i, he con De ss rigld or as elastic

{nd the fect that both the debtor and he will have o
aory ifﬂﬂ"ﬁo lﬁ#ﬂi@& thﬁ"‘"“viiiﬁg.iﬂ

ﬁourttu i view of thsse conniderations, while deciding

/’W mm opsretion of lendings With Que regard <o vhat
ha// vants, and hiving meacwhile arrived st his own essessment
oé the qmmm, he would then procesd to consider whether
z} brehwiile to nake the documnt (formel document of
gebt) aﬁgﬁm to truths If ho concludes thet i¢ s not,

h&aw/mwmmmww;m the precise extent to
/

which the fma shall deviate from the more accidentsl
facte aﬁ&a transectioos such as principal, interass,
period bi t?z;@wmt and sacurity. Forther, ho may, i€

mqm;/nﬁ;/m degide m alter tsgm nagmre of the transaction

L
ot ] cea e f
?::!!fhi?lli”lfiiIIMHHHHIM
TH1797
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ringlly, and pechaps the noat lsportent of all, and
at the same time Lllustrative of nis sdaptation to needs,
sts nis aviliey promptly o hand over the money, a0 that
UG Wuuﬂ:, whioh cannot be delayed, can be halpsd £o be
onrried on 8t once. There 4s no tesd o for him to awalt
sonecne else’s sepction, end the compulsion mentioned
cariier enoble him {(4f he so choosen} ¢ dispense with ov
poatsone all or any of the legsl Sormalities,

Thus, €0 recapitulate; the creation of the class of
zetdniers (vhose present counterpact hap;ens &0 be the big
imdounding class) pesclted in bringing about two bhyosd
cigssens « ¢the *landowners® oo the one hand, snd the actuml
foultivators® ob the other, 7his hrosd clsssificetion holds
true sven i1l the presont deys - Subetmauoy and fagkerenting
happehed € be the asscciaked frﬁatmhs Cvar tine arnd
with growing “sub-infeudstion®, the agtual cultivators were
rendezed powsrless to withstand the depredations of the
londlovds/muney-londers, Enhancsd rents anl the increasing
cash newds of the cultivators vestussn two proiuction cycles,
have taised the lnportance of the smoney-lander, without
whose sssistunce L% would have been impossible for the
cultivators o pay the chasges, which ware gsaerally collec-
tad Srrespective 0f the wiming and oxop pasulcs,
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The lsws of Isharitence have bean enforced in such &
way that esch rale meubsy of the landownec's family is
givan the right ¢o clsim & shers 4n the family lend, This
has led to sub-division and fragmentesicn of boldinga,
Conseguantly, the svarage size of the holdings has become
anstonionics Sub-8ivision wnd fraguantstion have gone €0
 such o point that the soall pessant bas sither Lo give up
cultivation, of elss mortgage his lasd to the mopeyelender
and borrow heavily from bime Thus, ail those have contgie
bured to the growsh of foeguality 4o rarald socdety, &0d
this $neusiity bas sended to parpetusts SXploSLetic,



ds

L

Se

Ga

e
8.

Sen. iwpﬁtﬁ of the vational

prcsiesion of Agricultuze,
1970 vart XV Agrovien mfm, Covamnent of indis,
ministry of Ageiculturs and Irgigetion, New Delhd,
Peb1 pava, 65,3418, Por detatls of the land stenure
aysterw prevadling in Orisss at the tioe of fndepwne
dence,; ses Report of the AMdministrative Enguiry Comale
tewny 1956, Volum I, Revenue Lepartoent, Goverrmnt
ot ’t?ﬂ.”&s

In Orisss, many big sswinieri estater were, in course
of tine, Giviied awng subeproprietoss or tenurs holders;
nonetheless, & hlgh degres of concentration of lsnd in
the hands of che bigysr lemiowning clasa continusd,

Sex Report of €he Hationsl Comatssion of m&::ultmr
1976, Part XV, agracisn Reformsy p.Br pora 65435425,

Ibides Dells pari 65.%.25%

ror decalls, sow %my mﬁm in ﬁrimu' hy Ajit
Karsar Hitre in Lend Ref , {6d, )
by Hanjuls dosae Fianni « T vpur %sntxrm&tw
July 19861,

See Koietna hearedwal and PR, Das, "fenurisl Conditions
ad nde of mimm: A Muﬂy af Bome villages in
Orisea”, j ] i jaakly, Annual :«tmmr'

In certain other atates, thepw has Deon the esvrgehcs
of is class, who are substentiasl lsndholders and
cultivate their lmnd through hived lasour and with

new technigues Thie claes of farours have grown notably
in cértain weli-Jdeiined aress wvhere caterial foceors
are favourable for podernised sultivation,

Rristoy tharedwsi and Pu¥. Das, op. Cltes Pede 1975,
Gae Ajit Kusar 2itra, op. clte



CHAPTER 12

Orisss ccouples a special position emng those states
which sve Xeiatively less developed as far &3 the CO-OpErae
tivae systaty Oof aresdit is concerned, Large parcs of the
state have resained relatively backwarS in varicus aspects
&f general ssononic development, which ers relevent for
the crestion of demend for produseion creiit, particulacly
in the form of monwy ox inputs, Monstisavion of the rursl
sconomy sod the grouth of cowoperative iustitutions -hes been
very slow dos to (L) prevalence of subsistence agriculture
which throws @ limitad surpluses £or saley (1) the pre-
Gominents of scheduled tribes over latys sveas of the statey
~ fehds 13 parsicularly trus £or the disteicts of Aoudhe
¥handmals, Keonihay, Xoraput, Maywrbhani and sundargerh,
and may be attributsd to thely general sconouic backuard.
ness, charsctecissd by faotors such as shifting sultivation
Cand barterls {141) the lsmpact which ysars of princely rule
have left ob the land teburs system in particuler, and the
sociosnonuonic structure in general, in sooe psuts of the
statay and (Av) lack of proper communications in sonme areaw,
shich hes tanded o insulste the villsges £rom the fnflusnce
of wrbanisstion, trade and Indusery,
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he cosoperative structure, in 80 far es agricuitursl
oreiit is concernied,; Consists of two pArts - one dealing
with short and pediumeterm crediy, and the other, in long-
tarm cpedit, The short-term (and medium tarm) is based on
8 thrse~tier oyatam. AL the base, i.e, ot the village leval,
are the prizacy spricaltural oredit sovlietiss, Thay federsts
into genteal Danks st the distriet level, The central banks,
45 tusn, feferste $nto en apex benk serving the sntire stete,
For longebterm orfaldlt, thase is & cantral lund developmant
beok {eariier ¥nOwn a3 mortgage banks) for the state st the
apex lavels 1t opersces through primery land development
{mortgage) banks, each serving & ares of o dlstrict,
hus, the shortetacs snd pedio-tern co-Operative
credit structws cosprisas of a state cosoparative bank
{the Grissa Seats Cosoperstive Behk) at the apex lsvel end
"17 central cosoparstive busks, sefving the thirtesn districts
ad the prisary agricultural crsdiv socletien (PaC3).

level £orm the Dase of the comoparative credit structurs
and the strength snd affectivensss of the credit movessnt
depend o & VYery large extent; on the economic viabilivy of
the primery wiits.



27

socsetins is to sdvanos orediv, And to provide ormdls,
the PACE reguire funds: The funds or the working capitsl
“of & society in wade up ofs (a) share capitaly (b) deposits;
| {o} Xms from the cuntral cosoparstive banks end @) swrplus
sssets or reserve funds, |
| the share capital of & sovtety 1s divided into units,
called shares, suntribated by those nenbers, the cunershtp
of whdeh detefoipes the Cights and obligations of the holder
o the soclsty end ivs creditors: Xt is £0 De noted that
the primery orsdit sccleties Jasus only ordinsgy shores €0
thode mesbeys, T8¢ shave gapital held by s mesder 48 the
measure of his take 4n the financiel stability ang soundness
of the sorietys It 13 also & messure of the sttachmang thet
the mached has with & societys The largar the share cepital
contributed by ite mesbers; the wore 4s the intercst he takes
in the aftalrs of ¢he socisty, In short, 1t goss & long way
in creating a seuhe Of respoasidilicty and fostexring hie
loyalty among the rmeabers. Yhe lmportancs of & steang
shore capital bass can b reslised in thet it tnspires
Grester confidencs among creditors and reduces relisnce
o cutside funds. AB per the recommeniations of the Alle
India Rucsl Credit Survey Committes and the Vel Hehts
Comnittee, ths Stste government has contributed to the
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share cepital of the prizery sccisties indirectly at the
primacy level and direatly at the secondery level, The
state goversoum€ has tho sews rights, privileges and obhlige-

Depomits of savings of the rural peopls is anothsr
sourcs of funds for sccieties, It is coe of the important
functions of the societlon o adbilise rural savings.

m& W credit societiur sawm O have dapsnded
wqcly on borcowings.  Berrowings constitute the wost
zmmz slametit of thely working capiteld, The saxisun
borrowing power of unlinitad 1muzw societien Az £4xed =
in the genorsi weeting of the society = ot about cnewsixth
or coe=aighth of the volue Of the total net asgets of the
Solvent mesbers which is certifisd by the panchaystderw of
. Atsbility socteties is generslly £ixed:iin relation to the
- punod funds, Thus, WAt the tot asseats of menbers are -~
an anMualved Jadbility soclety, the ovmed funds are the
same o a Mmited lishility souiety.

Initially, the PACE but only to m pessant propristors
or to the landholiers on the sscurity of their land, A% a
the small and needy @é&&ivmm But €his practice wes dis-
coaraged, scon efter the resiisation thet “the requiresents
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of smeld mnd oedium cultiverors, who constituted the bulk
Of the sgriccltursl comanity, should be constently acudied
and forn part of the coedit policy for sgriculitural develop-
ment®, The changed emphesis has psoulted in the gredually
shifting from tangible assets to productive requirements,
and from the credit-worihiness of the parson to the credite
worthinoss of the purpose. This is signdficant because
under the conditions prevailing in reslitys even the bust
tanant cultivater reguiring loans £0r a credis-worthy purposs,
cannot get s loab since be is not a landowner, aox can bs
Sucnish a aurety of !&Wt‘aaa

Cradit linmits are fixed for each osmaber o the basis
ofe (1) the purposs of the loans {44} the standing and
character of the. appiicants (411) kis repeying capscityy
. {iw} the security he can give; and {v) the nuxber of shages
he holde,

7he cshtral cowoparative banke Lunceién at the district
level mnd raloes rescurces by borrowing £rom the epux bank
a9 wiell as oy stiracting degosita, In the pyroemidel struce
wm of tha ce=Operative credits the rescurces of & csntral
bank are intended to serve as cushion to sbuorb the lmpact
of defsulss ol arrests arising st the prioacy level, The
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policy has besh to have one oentral bank for ssch district.

The funds of a contral co-operative bank ares
{1} sharesy (i) depositsy (1%4) loansy ({v) geserve funis)
and ) goversment grants,

vhe contrsl co«tperytive bank Lssuss sehres €0 Indivie
dusls and soctety meabers, The major proportion of the
shures afe issoed 0 the society share-holiers, Following
~ the recomendation ¢f the All«Indis Rursl Survey Comittes,

- state partoership, incluling €inonclal partnership has
‘becows an accepted facts (At present, the state contribution
20 ths share capital of the cwotral cosoperacive banks is
guite substantial,) Ordinarily, ths shure capital %o be
subscribad by the society mashexs is Jinked with theiw

Ganerally spesking. it has besn the practics to relste
the borrowing cepscity of central banks to their cwned Zunds,?
 ghe resexves malntoined by thw central banks may be of two
kinds. Sone of then may fepressnt provisicns for meeting
Wii@ or snticipsted lousen or continguncien, and othars

PrHsnent nature crested ouk of profite, such om bullding
fund, stebillsetion fund, sinking fund eto, In view of the
- dbsralised poliay of the central banks uf providing easy
credit faciiiticn o the atfilistsd socictiep, whe importsnce
Of these roserves bas inos

saned during recent years.
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_ In oxder t5 aske the centyrsl co~operative banks selfe
sufficient and self-reliant, deposite are of vital importence,
The central benks may reosive deposies 4n the current

account and fixed deposit avcounts :25 view Gf the nature

of theiy operations it has been gensrally agresd that the
central banks should not dincrasse their depuaics in the
curcent sgoount and insteed concentrats tn theter depossts
under sevinge and £ixed depousit ecoounts,

fhe credit worthiness of a soclety is the most important
thing to be exaniced before denctioning the icane This is
gonerally Julged from the repapmant perforoance and repaying
copacity of ¢he sooisty end slno by the repsyment of lomss
by cedbers of the sotietys Certain standards have boen
fix=4 by the Reglstrar of the Cowoperstive Zocteties in
earms of perniosible parcentages of over-dums by the societies
to the cuntral bank and by the penbers of the socleties, and
algo tr the smtent to whioh finanoe would be pade avallable,
‘Loans are panctioned by the centrel banks on proper security.
lapded ascets, house mortgage, csttles agricultural produce)
gold and jewallsry, fixed deptoit recsipts, life insuvance
poilcics ond Governnent Promisory Notes,

| Undex the <rep loan systen; the central gowoporative
bank advances lomne to the cultivators bagsed oo the need
for credit in ralation to the activity mdertaien Ly the
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gapacity of the bhorrowss and safeguscd againnt the abuse

of credit, on the sther, Aveancey planuning is the sssance
of this system, ¥hile considering the loan applicetion
the bapk thoaroughly exsxdnes the question of eligibiiity

of loans by tha mebers with thelr sovietias and of the
societias with the sff£illoted financing agenoy, Hesides
these safeguards,; the Gesarve Bank of India hos alse exgphes
#iged the necd to provide egainst the possibility of a lomn
proving uncealisebla and a0 z restraint on ths borrower to
keep him always conscious of his obligation to repay. The
oligitlilicy rejuiremsnts for fZosh losns under the orop
loan ayotem heve buen 1aid down ssy {1) oo defaulty R1) holds
ing of reguired nucher of sheresy {111) furnSshing of
socurityr and (dv) euscution of necsssary documonts, The

- qupcept of security has bean, BO doudt, JMbaralised, but it
doog not mean tmfz there i: no need Lo gepurdoy,

Srate Cow dve
The ttate Cowvparative m provider the link of the
oradit soversnt with the Reserve Bank of Inife, spare froom
this, it results in certain othar specific advantages, for
ono things this bank L3 batter placed than soaller institus
- tdons to £in3 the necesvary funda #% relotively low rates
of integert, For apother, 1t acis as & baloncing csntre
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for the Csotrel Comoparative banks, siimiseting the nesd
for inter-lending, Purther, it guides snd coeordinstes the
‘gewdvities of the central bDanke and ochar fostitutions,

It has been unanimously esgresd that the state Wh
© tive Dank should desl only with central co-operative banke,
and not with prinery socisties and Aindividuals, But in
gractice, these banks bave been desling with individuais

- =8 well as with the priswury sooisties, alshough the nusber
of soclieties snd individual mewbers have bean decrsasing
gvat the yesrs.

The state Comoperstive Ssok slso raises its capital
by issuing shares, and thess shazes ars issued Lo state
governomes, cmntral banks, prinery societies, ed (Uf
parndtted] ¢to individusis. (The practice of issuing shares
to Individoals has gradasliy been waning,) The stetes oo«
operstive bank sxintaing various types of resexvesy such
as statutory seserve fuod, bad debt reswmyvens; stebilisetion
fund, wtc, The share capital and sgetutory ressrves thus
consticute owned funds, The isgortencs of funds can hardly
be sxagyerated, %hey provide sscurity for the crelitors,

g cashion speinst overduss snd incresss their borrowing
capacitys den, thay ensure a free end continuous fiow
of credit,




34

Deposits are an LipOrtant constituent of the working
capitals Deposiys are received from nember snd nobezenter
individusle snd companies, Opecial deposits srw received
from loesl boards, mmicipalities, and sducetionsl nstitue

“ tionss They also include raswrve fund deposits of officisted

ewntral bapke snd socleties, provident deposits of sxpliyess
sl snourity deposits,

aprrovdngs from the major sourcs of the working
capital of the stats co=tperative bank. The Dank bhorrous
from the state governsant, Reserve Sank of 3ndis end other
sources, Borreowings £rom the Reserve Gank happsti 0 be the
largest. he Wﬁng powars are defined wnder the rules
fraswd by the scalts governomt under tha Costperscive
focieties Agt,

mm; ii done prisscily for @rmuxmﬁ PURPORSS
in the form of (1) Loans, (31) Cash credit, snd (1) overe
drates, A masimgn credit limit is Fixed for & perticuler
year for every borrowsr in accordance with the rulss aod
bydsluws, The rates of intersst on various loans are fixed
in consultaticn with the Ragisteer and the Reserve Jank of
Indie, |

LEHO~PRRM BIRUCTIME

iz 0 provide long-tsram losas, uﬁ&q: arranging from the
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central lsnd development bk, to its mesbers against the
securivy of lsnd and immovable propsreles, Ioans are given
gor = (i) the swttlement of old debtss; (i) improvemsnt of
sgriouitural landsy (151) redemption of mortgege on agri~

- eultural landsy and (Av) purchase of land and sechinery.
Nesiden, thero are other sibsidlscy functions performed by
these bhanlks, R

| The primary lsad development banks invest, as Fequired
under rules, & certain porkion of theiy paildeup share
espital, in the sheras of the cwntral bank. The amdint,
so invested, is Wwany dessrmined by the smounts of thelr
outstandings «~ which is 8 parcancage of the Aosn outstandings,
The loans @ cultivetors afe repsyeble in 15 to 30 yaars by
spnusl Snetaloents, The person vho wishes to xake o from
the development bank has to eorol himself as & umaber and
pas to puxchase & reguisite pusber of shares, Then, on
the basin of the valostions of the property to be aotgaged,
loans are given upto & wmaximus of 40 €9 50 per cent, depeede
ing upon the qualisy of land, ste. tWhile recomvending
losn amount, the repaying capacity of the borrowsr is also
ascortained, vith vefarence o his cultivation end consuNp-
tion and vther facily expwses and incoms £xom ehe land
and othar sourQeR,
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The AlleIndis Rural Credit Review Commitise recommended
that the state goverssent contridbuts to thc share oapital
of primery banks by chtaining losns Zrom the Resorvs Dabk
of Indis ot of Batiocnal Agriculeural Credit (ongeters
Opnrations) Pund, Munce, since 1969.70, thmy have bwen

The valustion of lands £or the purposs of longeterm
wens war geserally basel on the average of sales statistics
of stallar lend in the village over e pericd of a certain
nurber of yeors preowding the ysar in which she applicaticn
war tade, Whars the ssles statiscios warw not wvad leble,
the valuation wae based on & specified multiple of the
revenus sapeaspent,

was aet up in 1938, (then known as the Orissa Provincial
Comopurative Land Mortgeys 2mnk)e It» chief objective is
to reise longetsrs funds for finsucing the primery Gevelops
munt banks, Sosides, 1t has 0 afrangs for inspection,
supervision end guidenoe of i&’s masbars, € act 48 &

1iok betwsen the longeterm basking in the state and the
Reserve Sank @l the government, to modilise rurasl ssvings,
and to stimulate capitel formation in the agricultural
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© #8ce0r by the iesus of debentures, to protect the furwers
from the strocities of the meney-lenders and from alienstion
of land, o help them in sffecting pscmanent improvements

~ 4n their landse The centisl lend bank 48 thus the axis
stound which the entire longeterm co-uperative banking
structure in the state revolves,

. fthe All-Indis Rursl Credit Survey Comuittes had recome
m that subject 0 8 sinizam of 51 per cen¥y the pro.
‘porkion of the share capitel %o be conteibuted by the
government Wb& largezr than in the case of STEKe OO
operative bank end ceptral co-operative banks.

Debastures form the main source of capital for the
centxsl land devalopesnt Dank,. Thase ars of thice types;
{a) Sxifnary debunturen: which are lssusd to the general
publics imcluding fnstivutions and individunls. The rate
of interest and price of these dehenturss depend upon
market conditicns, SThese are treatsd as wwrustes securi-
ties 4nd ure guscantesd by the state yovernment. |
) Rurel debentuzess vhich are {ssusd with & view to moble
iising rurel sovings, inder this schaow, the bunk smecion
loans € syriculeuriets for profuctive purposes for & pecied
of 13 yewrs ayainst the mortgage of land and on the stoengen
of these norcgeges, & special series of rurel debsntvures
axs iasued, 3 was normally timed with the
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naryasting of crops 5o as €0 ensble the syriculturists to
subscribe to thess debentaves, bot pnow they cen be £loated
at sy time of the yesr, Thass Ssbentures Caxry & slightly
tigher rave of interest thed the ordinary debwntures,

{o) Bperial devélopoent debenturesy which are issusd for
providing finence to the sgriculturists unier-special
sgricultural developaent or lsnd lmprovement prograsmess

The agricultursl Mnsnee Corporation subscriles uptc 90 pec
cent of €he smount of the specisl debenturss end the balance

€0 be contributald ﬂﬁmr by general pubiic of by the ostate

| ecifl fegture of the comoprrative credit organie
| sation in Grisss has been the sxistwnce of @ large nusber
of *grain goles' or grain banks « lerger in nuaber than in
any other state, sm of thuse have only graln trensactions
whils others Geal with cash and grain as wll, 7he initial
need for thess inatitutions srose froe ¢he faot that, in
vast aress of the state, sgriculturs was ot & subsistence
lsvel m conasguently, hm pares of the rurel etohony
‘were nopemonetissds Is the working of the grain golos in
reTent yesrs, theps has been & gradual shife or switchetver
o more awd sofs cesh cransscticns, The chiengs over to
cash transastions 16 in keeping with the findings of Necent
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seadies which have revosled that oo accdunt of the Hirakud
Canal Irrigetion Sobeme, other hydro-slsciric scheres and
sxtonsion progranues, the bartes typs of sconomy in these
arwas is Wmiy yislding placs t0o & sonetised sconomy,
The cbhiective of the govertiment policy has beon that tha
grajo=golas in the relatively prospsrous cosstal districts
should Bwiteh over sapiusively to cash transactions o
eariy 83 pobaibles At twm e tioe, it cepnot be denied
that the caxposite grain=golos having their trapsactions
bokh in grain end cash sre meeting o genuine pecd of the
cultivators for cseh lomnt end grein godes io some parts
of the stave particulsrdy in the hill aress ebd sdivesi
arcas where the progress of mopetisation s bound o be
sathar alow,



39a

Roferences:
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The &win&zc Rurel Credit Survey Comsittes hed
recommended the slopticn of the crop losn system in
which: éi.) :m:ﬁmim is the nain purposs of the
wmgmm for finamcey (i) shosre~torm loans

?;m on the basis that & crop is mticipated;
zu.a the loans ere related in amont to the estie
mated cutlay in raising the cropy snd (Av) the
recoverias are made, o end when the erop &8s nold,
trm the proceeds of the sale,

The bofrowings of the eontral banks can be from:
{1) srete Comopurative Banky éﬂ. } Governuents

{344) newerve Bank of Indiay (iv) Stote Bink of
indiay (v) Cther Central Benks. The 48X CO=OPEram
timmnmmmmﬁmaf tinsnce
for tha central banks,




CHNPPER TXX
. FROGRESS OF THE CREDID COwGPERATIVES

RELARIVE 2OSTEION OF THE COOPERATIVES:

At the beginning of the Fifties the outstindling fact
of the agricultaral oredit situstion in Ofissa was the alast
. complets depwniones Of the cultivator on noneinstitationsl
agencies, This was ciearly vovesled by the All Indie Rursd
Crasit Survey Committes (of the Ra3eXe) In 195182, his
is cleariy seen from Table 1, the nonsinstituctionsl sources
sccomting for the bulk of the borrovings from the institue
ioal stwrdes, She cowsxelal banks contributed a negligible
anount,; the Governwent snd the comoperatives contribuesd
ted pur gont and 3.7 per cwnt respectively, Even in 1961-83,
the bulk of the bosrowinge cmne from notwinstitutionnd
sourdes; but heye Cwte was significent fvprovenent emong
the institutional scuscesy the government contridbuted &.2
per oent And comoperatives 16,8 per cent, I'owever, though
there 1s & decline in the share of nooe-institutional scurces,
the share o still very simificsnt. For the noowcultivators,
there was aloc an Luprovessots Borrowings from the govert-
went incressed from G.7 per coht €0 2.1 per cent and Seon
tho comoppratives from 2.8 per cenk €O 4,8 per oent, Thus,
hore slso the major proporeion of the borrovimgs cane from
non=ingtitutionnl sources,



w fmly im ;n B30 28,30 54,90 26,30 60,16 30,08
agmi&s s z’wi .

propostion of saunt

borcowsd froms

ie SBovsrnwnt 1.4 0.7 dx3 21 4,0 19’
8y  Comppupatives 27 28 16,8 4,0 164 19
3 Relstivez 740 5.9 3.8 2.¢ 13,2 42,9
s Landlopds | Oal  Dul 0s3 = 5 T4
8, W%MMW 5.0 S0 15,1 34,0 25,7 11,9
Sa  Professicsel | B3.9 82,2 1B 32,1 24 102
k™ sl S 15,8 8.7 a8 3.3
8, Conuer | Danks - 007 v - 3.4 -
9. others .. n.s Il 1.5 16,8

$951-52p

suTvey,
igﬁME - Abd-Indie Rural Dedbt
and Investoent Zurvey

196 182

1973672 » All«India Dabt and
Investaent Survey,

197173; Tedriasl}

P, 471,

- £ w Cultivatorss Buls = ﬁm&aﬁ%ﬂm;; win Hegligible
pourees: 1953-53 « all Xndis furel creiit ] cuoted from Alle
$ Indls Bural Creiic
Reviay Comuittoe
, RM {1969}
Tuble Ir pe.10i.
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Ten ysars loter, the picture remains by end lerge the
sanes Institutional sowrces continued to have u small
share in the boerrowings of buth cultivators snd nonecultives
e,  Borvowings from the governmant for the oulcivexing
class woas 4 pex cent, from w comopscatives 1t was 16,4
per cent, and from the comwmroial baoks it was Just 3.4 per
oant, The figures for the pooscultivating cluss wers 1,5
par cent from the Govarnment, 347 par cent from the oo
opsravives and nagligible ewmt from the connercial banks.
Zong She noneinstitutional s&mﬂ; the monep~lendors
secount for e very high Wﬁm m has bsen soms
shange isx*kﬁcmrma&w nm&mmwwas
money-landers, & sbarp dealine in the share of the protese
:amummmﬁmmmmww.awmm
shuce of the agriculturist mWﬂa Mis oMY,
possibly, be dus to the faor thet zome of the professionasl
 peney=lenders who hal been shsentee loandlords sarlisr,
rusgnal Mﬁvaﬁ& of ths land in view 0f the land refors
- meksures, Farther the laposition of incceassd reserictions
on mwmy wt& transfer of lend, along with mm
iﬁmwa. mwmmwwnﬂmaumof amat
the profesaional monay-lepders from the coumtzyside o
of the agricualburist soney-lendors provbadly ceflwots he
growing prosperity of the lerge cultivators swsulting fxom
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the adoption of modern practices apd tha increasing Invests
mant of these surpluses in loans to other cultivators,
m’&am' thappenes €0 be the state In uwhich the professionel
money-lender was wors laportant than anywhara €lse. 7he
gane i true of the share of the iraders and commission
agentss Ths bulk of the borrovings, therefcre, came from
pon-institutionel agencies, with the cosoperatives and
government pot plsying & eignificant sole, over & span of
two decades, It io sore glaring ip the case Of the pone
cultivators, who ipclude tho large pubor of rural setisaney
agricuiturel lsbourers end others,

A8 we mantionsd in the previous chepters the £ailure
of the institutional agencies in providing credit has bews
ssroCiated with the continusd depwndence of the rurel
- papulation op the non-institutional sources, the moneyw
lenders end treders {o the main, The mensce of subeinfeu-
dation and lentdloxdism hes randered tre actusl oulsivators
powarless ogeinst the depraiastions 0f the monep-lender
and ovher intsroediaries, Enhanced rents, elong with the
incressing cash pesds for other purposes have ralsed the
dmporvance of the moneyelender, without whons smoistance
it As fopnseible for cultivators to pay cherges (ncluding
past 4wnt payoentsle Shesc are collected irrespective of
 she tising of agriculbural operstions and the crop results.




44

Horeovez, sumdivision snd fragaentation, resulting from

the seall Zacwer hes wither vo give up ‘culeivetion® and

gack albrnative means of livelihood or else mertjsge his
land o the mnuyelender wpd borrow hewwily from him,

The misereble eoxicnic condition of ouny of the
eultivators makes iy di€ficuls for them %o furnish eny oF
sdeguste sacurity which cen be considsced ss souwnd and
easily realisible investoents G the other hand, the
shaenca of propay oxedlt feclifvien crwates circuustancess
Whioh drive cultivators to the money-lending sgencies
that waplodt the peasants’ necessity end lapose ruloous
condition rogerding terow and vretes of losms, which weaken
their seoncaie posision s&ill further, The idicaynocracies
of the omney=lender, the pircumatances of the debtor, the
noture of the secarity and the locality S0 o large axbent,
determineg the conditions of the lome The moneyelenier
does pot recognise ey distinctitn betwsen borrowings for
agricultoral opersticns and borrowings for hounehold
expaniiturs, Nortgegs of agricultursl land forms the
vesis Of Aongetors credit swhile current sgricultursl nesds
- &re provided on the basis of persanal security oo conditions
expresced or implied that the produce 4o to be sold W
or theough him.
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This aoturally brings into focus the gueesion &y to

- why have the institutional sgenoies failed o be effective
in sdvencing creilic. The cowgperstive instituticnsz hove
recognioed as tha best alturnative €0 the noneinstity-
gional sources of rural credic by the All-Indis Rursl Credit
Burvey Committes In 195¢. By their sarly induction, cow
gperativaes should have established fire rooks in rursl
HEBRRy

The effictency and sffectivenuss of the Slow of com
opurative credit iv Segesdent on the delivery amchanisn st
the baneficiery levels, In the thres tier eredit atructure,
tha Frimary Agricultursl Credit Socleties (PACS) heppen ¢o
be ones which are directly sssocleted vwith the pural popu-
lstien. Incidentslly, the PACS have besen the weakeot Link
in the chaln of co-operative Finencing syetem, The oOw
operative opdnidn In the countxy has generally not been
ir fevour of periclic changes in the base leval stracture
of co-gperstive credit, Whst, therefoce, has besn sought
in the proosss of reorgasisstion wes a progranwe of consolie
Sation apd strepgthening of the existing co-operative credis

‘shout tws denades for reorganising them into economically
viabls anive. ,
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 Tha georganisation progeamss involved ssalganstion
or liguidstion Of weak socistien, thile this programme
2 reorgenisstion was being cexcied out, the working droup
on Cooparation for the Plith Pive Yeasr Plen (1973}, trans=
Jetad the wishdlity criserie into concrete tarms €0 mesn
& mintsas creldit business oF .2 lakhs by way of outstaniing
shortetarn agricuitural losns, {taking dnto sccount the
cost of oparation of the sccletyl, Later in may 1976, the
RO suggusted to the stats governmants that s normal cropped
axee of 2,000 bectares of lmod should be sble to provide
the niniews business of 5.2 lakhs shvissged, It s n
this basis that the present round of reerganisstion i fn
progrens, Howover, the reorgenined socistiss seen to have
wede slow progress in regard O inoreassing hurrowing serbers
ship and losning Operstitms, and &lso in their diversifie
cotion of ttelr operstionss This has bewsn ravesied by the
enuiries condustsd by the CRAFICAND, 3

a&wwmw &:‘ID BATENT OF COVERAE OF 3HE

The position at the begianing of the giftien, was
that the PACS in Grisse on which the entire rural credit
amm was based happened w ba gelatively weak, as

mepared with most other states in Indis, During these
vears, s faeling had emerged that provision of oredit
should no longer be aomsidered in isolaticen, but should
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pe organically iinksd o other rurel dsvelopmnt activities,
tncludtng provision of marketing facilities, and distribue
€16n OF good seed, WEC., at the primacy level itwelf. Thus,
avolved s fotegrated approsch which Aeant €O DKE CO=ODAS~
tive oredit usefal and of enduring benefit ©o the sgricul-
turiste, Shs 2ifties then sew the gradual devalopment of
he nalti-purvose ides. However, multispurpose cosoperation
444 not make much progress by the end of the fifeiss. A
few such souieties ware organised du the stete, and the
noon-crasdit activicies undertaken by cshess saltd«pusrposs
societies wnd the oredit socleties ap well, were Of wery
iivtlie signiflosnce.

he poot progvess in miltiepurpose acctivities oy be
atsrivuted o var;m fackors, The most feportant of which
#oild be the amnm Of competant technical parsonnel, o
vary sssential for the efficient managsaent of these
gocietian, The lagk of chompotent persconel was, in &
large messure, dus t0 thelr Jimited rescurces, which
provented them from employing such staff, Other reasons
which fmpadied the progrews of thesc sccieties vers lask
of Mﬁisam from finseing agencies, end the disloyalty
of most zambers of the socisties, %o sffectivae sttention
appesrs o bave buan paid to cartals gualitative aspects
of their workings like active parsicipstion of meubers in
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the &ﬂvﬁtm sE the socisties, the promtion ¢f Joyalty
of menbeys to the pocleties, the undertaking of various

K .,"(flt functions on & large-saale, sod the provision
of gatﬂ m&aﬁ for shelir minagumnt, This psrhaps, explains
why 83) W sdvantages ummx by these sociesties ovar

;miimri m&iﬁ spoistion «m aﬂs paterislise,

I Hovesber 1258, the Haticnsl Devslopment Council
conoiderel thet for ehe devalopmapt of cowoparation as e
pooplets movement, it was esasntiel that coeoperatives
should be organimed on the basis of the village commmity
£8 the prinery unit, snd that responszibility and initiastive
for sonisl and eohomic develspmene at thae villags level
should be plece3 fully on the village eooperative snd the
villags panchavat. The baginning of the sixtiss then saw
the eaphsels on the demarcation of funotione of comopers~
tives at the primscy level, and the psgoheyati raj institne
tions. A5 COeOperctivas had bewns recognised as the wost
suitable agency for carrying out ssversl of the Plan schemos
relating vo the rursl sector, it was found necwssery %0
Aemarcate their functions vise-sevis the pwighayaes, which
sre civic and Jevelopments) bodies with the genersl Jaspin-
sibility of attending to colloctive welfare Of the willege
comanitye | '

 Ohe general peteern of development of the primscy
cradl s cowoperative societies $3 shown in Tablew2, The
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L. mwm BOCITTIRS (Bwtent of

g - IR LhE SerVed h- iaa&»ﬂmm&m m%;w- In the derved Served

cletios Steta Dy the @umm& sociat~ yored &8 in

O Lee mg {Eox ies to by she col,7
at lewe tokal dormant o tow

les to st one (par  socist- tal o

PO S SURSUS: MU SOOI WSS S U S SIS | WS | S ¢ S
196061 6,630 46,466 23,566 5% 2,962 44,6 4,023 371 15,439 8,322 B.A  S.Ae
196566 3,727 46,466 35,431 18 1L,120  30.1 3,411 Sué 17,044 11,632 1,063 18

197071 3,759 46,466 46,456 100 92T 26,7 4891 10,5 17,104 1,144 2,708 18,8
1975476 3,356 46,466 46,466 100 243 €2 1,005 2.2 23,679 22,679 460 3.1
197580 2,792 46,466 ¢6,486 100 65 2,3 297 0.6 33,637 22,6719 T3 0.3
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TASLE-2 (contdnuel)

PRIMARY AGRECULIURAL CHRECKY
amasm

BOCTETIES (Bxtant of Covorage)d

196063 40 164
196506 G914 259 3.8

1970-71
197576
zmm

L4310 32 221
2,008 391 19.5

2,251 66 36,7

Sourcess m Btatisticsl Steotenents ﬁalma

o the

mwnuw mmt in fodia, $960-631 {rert I)s

i) -
@v) (i)
{2} T,

396585 { wdow )
1970=73 { «dow 12
19750 { =doe}s
1979080 { ol }a
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statistics give us & picture of the primary co-operatives
since 196061, Tt is relevant to coneider the data f¥om

the beginning of the sixties, hecause of & cheoge in policy
of the governiwnt, Since May 1959 (Sn pursusnce of the
Resoluticn of the Hetional ﬁmmm Council) in 3958,
ttsmaﬁm of large-sised societies wes discontinued. From
thagi o, gresuer sttanticn wae paild sowvards revitalising

SThe number of souieties at the end of 195081 was
%’m. besiden 339 Grain Senks, (Ses Table=3d,) In 193556,
Wﬁmhﬁqmwwﬁa&?& and that of Grain Dsoks
to 372, These Grain Banks bwve bm an W Zoaturs
of Crisse’s oredit coscpsratives, at lesst till the mide
sixtiee, (his cen be seen frim Tablee3.) Hembership of
the comoperevives in wmz&mw iwmtat
the rural population fn the stete. This was very low when
waparsd with scme O0f the dthar ststes like Coorg. (10.4%),
Panjab (3.3%), Nodras (3.3%) and Bosbey (3.31%).% soh
the smallezized end the large-siasd acvietiss did muke
W in the fifties, in 0o far en number of socisties,
mh@.i&m«: for swiﬁy ure mmsﬁ; The positicn
of the m typer of spcieties st the end of 1061 revesiad
that the mexbership of an aversge lerge-sigzed society ‘
wis sbout four and a holf timus that of an aversge smalle
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TADLE w3 Wm Operations
{(aoount in lakhs of ropses)

e fiunbex | Humber | Losns TORDE
YEAR ofarm a&_ alvenend rTepald

A SN SUUSRSUEANS: MU S S ¥ L.
1950-8% 339 e e oy PN o . YN
1955.56 372 83,366 311 .53 10,88 €75 35.2
1960-61 2,130 552,062 163.92 13250  M1.00 €967 N2
1965.86 1,701 586,000 217.80 151,57 401,78 32067 55,2
1970-7% 303 6,000  36.78 23,71 159,33 39,34 24,7
197576 317 22,226 .37 G4 35,08 ML 85,5
17080 92 12,9% 1.0 127 mas 16,94 89.8

as HOL wumm LoarcRss smmﬁad Btatenents M&M@ o the
Cocparative Hovesent in Indins (ReBelas m}
(ig 31750517 o) 19707
{15} 1955«56; {vi) 197576

{114) 31950.6%2 mm 1979-60 BAZARDs m};

{iw) 1965569
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siend society smd the working capital ebout suven times,
 She amount of losns advenesd par borrowing sesber of &
largoesiged society wes howaver much less than that of &
mm&m mﬂatm the ploture is revesled &n Tabled,
given b‘i&é‘:
TAULEwG3 COMPARATIVE m:ﬁw' OF LANGE-BIZED AD SHALLw

| BYIESD PRIMAMY AGRICULAURAL OREDIS SOCILTIES AT

HE BED OF JUSE 1961 {OHISBA)
: : w An m of rmpms}

7ypo of soctety = Lage-  Smalle
Boe of mm 593 6,037
Hembership (o thousands) 138 384

Borrowing Mesbership 0 - 8%

Hos of Villagen serves 8,508 . 14,088
working Capivel 200,08 3aT.91
Apuny of Lons sivences 90,41 157,09
Avezoge Hanbarship ot &7
per society ’ _

xwzm mﬁn@ mmm Ou 34 0.03

sSources #uuatwﬁ %aﬂmﬁa #elating Lo the Com
operative wwesant in India, 196061,
RaBielee BOmbEYe

Howevas, whils sssessing the £igurss relsting o
pombershly and coverage of viliages by PACS, two points
have €0 be takin into wopeidoretion. One fa the large
punber of scoieties whilch sxist only on papar, and are
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dosmeanty the other relstes to the fact that there are
several socleties in which a majority of serburs cey nodt
e abla o boryow, becaase of strict eligibilivty conditions,
fhis is a fact, whieh we shall toke up leter Lo the chapter,
Therefore, it woudd e mores spproprists 0 Jook at the

| fhe bulk of the primary societics ot the end of 3964
ware very soall-sised, thorefore many of m being ine
wately staffed, and vith their sctivities vigtually
frosen becaure they hed lent out monay, which they coudd
pot recoves, and thus hed bocoss doxmants Thorefore, the
modn problom hete wes €0 Leorganize the existing structure
of svuistion and form largs~-siged fnes ocovering several
nnagm"*" The new societies thus Lorosd, or the amale
ganations of old societiey, hovevar, oftn hed neither the
FROCUITES nor eupertize to take uwp pew functions. Neny
©f them marely becwss lorge and unwelldly snd in 1988,
it wor docided t give up this policy, wd instead, ala
2t small coeoperative socletiss without fntsrfevence,

The programos for the ﬁmmnmﬁs o8 prAmary
syricultural cradit scoieties, wh&.ch was originally
soheduled to be complsteld by 196657, continusi well inte
£he seventiss, We muy bricfly note the factors that have
caused the delay in the Luslemdnitation 2 the programoes



{4) aduinistrative sleckonssy
{44} Qenirs of some societies to madntain their fdentitys
(441} Gisoyresamt batwinn asalgamating socisties in the
watter of locctico of hestquarkers of new sociutiesy
(v} rivalty and differences betvess the merbers of |
the Ewlgamating wocletiesy and
(v} lsck of interest shown by the sentral hanks snd
state auecperative banks in the programse,’
The trepd towarde mn incresse in the totel number of
primary orelit sosietien in the stete was pevernsd fros
the miG sixtien, The number of societies in the state
| declined ovor the sinties sl the sevestiss, thin yeflwcts
“the efiorts of the state govermmnt towesds revitalissticn
and recrgmnisation of primary agricultural crefit societiss,
by tryiog €0 weed out deroent and wpeconomic units, the
tive Credit (the Vils Mehts Coculttes)s Toe detsils
regarding the position of dorment scoleties cen be sews
in Tableeds

There has bee s significent decline in the nusber
of dorusat sovieties over the puticd 1580831 o 197980,
~ Siblle 4444 per cwnt of the socletier wers dovmant in
1060u61, this propestion declined over the pariod, with
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30 per cent in 196568, 4.7 per cent in 197071, 4;2 por

cant dn 1975«96 to 3.3 par cwt in 197960, HW@WM

of villague covered by the durmnt socteties out of the

total purher of vilisgee seved by ¢he crsdic societiss

desiined significantly from 17 per cent ia 195081 $o 0,8

per cent in 197960, Also on the cther fronts like the

. population covered by the dorment societiss (deciining

from 16 per omt fn 1965-36 to Oa3 pur cent i 197080)

. and the mesiers effocted by the dorwoncy (dsciining from
8.8 par cont In 198556 to Od pur cont in 1979-80), there

(ne of the lspurtant fevtors, that wes often tenticned,
contributing o the poor performance of the credit Qi
eperstives in the firftien wis thst the cooperative sccleties
a1d not covar all the villsges in tho stetw, Heocs, the
estobitishnent 0f & crodit cowoperative soclety in the
villages which 413 not have such sccieties was one of the
prinsry rwjuircaenss for mming the zole of coe-tpacstive.
| sooleties, Thus, by 1980s61, 51 pot cant of the villsges
hod been Quvered by the societies, 78.4 per cwnt by 1965.48,
and all willspes i the gtate Dy 1970.73%, Holever, it
may be poloted out that in the £ifsies and even uviil the
midenixtios there wers & darye pumber of gratn banke
sperating in the state, waich would have nade up for the
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deficiensgy in the pricery agricultural cveiit societies,
The grains bapks were quite sctive end had @ lerge coverage
in terzs of sunberahip, The sesberehiip incrassed greatly
e the period and, in fatt, st the and of 1950-63, the
ship of the PACS., Even then the cooperstives 40 not seem
£0 have m sny significasnt lmpect,

he snsiveis i tecse of ares and population covered
would, thecefors; not be of mch use, The sffectiveness
of the (1) oebership coversge of pricary credic sooietios
fn zelation W total busber of wlds, and {(4) the

proportion of nasbers borrowing from couporatives,

Can e sean £rom the following table, This tahle has

been complisd £rois tableed, 14 has Lesn ssmumed that

& gwcbey of the co=uperative socisty cepressnts a housstiold
a0l & household o e verage consists of five mesbers.
Thecefore, whit we divide the total population of thoss
villuges served by the prinicy oredit societies by five,

w8 sy obtain & rouph sstimece of the total mesber of
housahnlds in those villiages,
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FANLE-Ss PRINARY AGRICULZUSAL CREDLT MM\

1988466 3,737 08.8 61 2590 L8 11,632 2,33 39  iLi

1970e71 3,759 10,3 5430 312 321 17,166 3,429 413 el
1978.76 3,358 01,7 2008 3% 10,5 22,679 4,53 462 5.6
AWIME0 2,790 0e3 2333 636 3.7 3%6T9 4,53 496 18,3
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The msubershlp coverage of primary creiit societiss
in relsticn to the total puber of Households steaiily
increased from 4.8 DT cent in 1960461 to 9.6 per cent
fn 197900, ‘this seans that & Jarge part of the rpurel
populetion hes besy taken into ths oomcperative £0l3, at
dsaet, in terss of monbarship, However, iv ey e sald
that the a1l the households haviny mebership io & pricesy
cooparstive society may not necessarily be borrowsss during
& particulye ysar, The proporsicn of borrowing swiiers
to totsl pesbership declined sharply from 401 per cent
in 1950=61 to 19,5 per cent in 137576, though it did
inceease to 35,7 per cent in 197080, The fact thed
thors was & stesly deviioe in the proportion of neburs
sctuslly bozroving in & yaar messt that a lacys section
of the mexbers bhave, in sffecy, been outside the Go-opares
tive folds 1% 5 o alss noteithat this Sald dn propereion
" of borroving tenbers has been sccompanied by a fall in
the oexbersbip stifected by dormant societies, A more
effective woy of Jooking at it perhaps would be stuldy
the proporticn of bofrowing mesbers o the totel nunber
of bouseholds in thess villsges ooversd by thess soclietien,
thie shovs that the £igure was quite low at 9,0 par oent
in 196061 snd only shogt 18 per cwnt in 1970.80, It
romeined around 10 por oent right upto 1975«76. Ihis
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rovesls en sven worse kind of situstion where suoh a dow
w@mim of the rurel noussholds are wtieipmu in
the gooperative cralit moveoent, Here, it i3 slso worth
poting that this has been the situstion inopite of the
£acet that all the villsges io state had Dewn coversd by
1970-74s

while there may be certain factors responsible for
this low coverage of rural households, we msy SuyIest
that the following type of pmbers would not need or cammot
get credic from suoh o sociatys

{8} The walletoelo mesbars who do pot reguize losns
bt who heve joinad the society due to some
raastn of the othery

) dsfaulting meubersy and |

(@) menbers being not considerad crediteworthy O
reseive & loan, o

Tte relative proportions of ALfferwnt types of non-borrowing
mechers during & yoar would vary, dependiog upon ssvaral
factorne |

Hence a4 low proportion of hogrowing mecburs wouid
wown sither & large nuxber of walletowdv mesburs in the
co~opsratives o & lerge awber of poorer sections {nolude
ing the landless agriculturel lshourers, willags craftsmem,
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iesolf fa then no index of affective coverage, particularly
Of the woaker strsta, A3 Pgards access of the poorer
gections Of the rursl comnnity s concernsd, it would be
paccinent 1o reproduce the chasrvaticns of the ALl India
nural Credit Review Comuittee {1069) as unders

"he comparative negleot of the small cultivators
by the compperetives Fesults from more factors then
one, One of thosw is thet the principls of open
mnbershiy is not always effsctive and several co-
operativas operate as s closed shop for the benefit
of one particuler econonlc oroup or caste or feetion,
joowdly, the repaying capapity of the amall culti-
ator is cellad fnve goastion and the ‘;om oiten
ruled out on this growmd, Thindly, in the dlatribue
tion of the lMmitsd funds availsble, it 1o ths smadl
farmer who gets left out, These are some of the
factors which keap some restrictive prosticas alive
In practica, even though on paper thay are supposed
to have cesssd €O utst%?

| This choservetion still holds good snd xwstrictive
practices in lending on account of custe, fectich sto.
gontinuss It must Lo noted here that the estrictivae
practices in the mattsr of Sinepaing weaksy sscticns were
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prevalent Guspite the Reserve Bank of Indis's stdpulation
that not Jess than 20 per osnt of the shorteters agriciile
Lural-10uns issuwd to PACS by eeitral coopErative Benks
should go t0 fioance small farwers ssd weakey ssotionss
Fowewsr, such stipolations would not prodocs the depired
pesuits unless these are sccowpanied by suitsble sdminise
. tyative sanion, In savarel plasces, it may be said, and
a8 the CRAVICARD ip 4ts feport obssrved, that thers was
provalent & tendency ob the part of the bigger faroers ed
zich landlords 0 hlock the fiow of comoparative credit to
Stulies cavried out by ths Reserve Bank of Indis
in swlect orens in 197980 t0 find out the reascns for
low horrowing sevbership revesled csrtsin lwporcent causes,
Sooe of those which can be fdentiflied with Orissa ares

{s) thoush & nusbwr of mesbers of a fanily bave bewn
mmrolled ax serbers of PaCs, only ooe ¢F then
) several 3fflusnt mesbers do 8ot XESLEL €O LOKION
ingy
{c) teant sultivators with no recorded rights in
 the lands tillsd by them Yeing ineligibls o
ohtaln creliit on the ncrmel scale, have %O 90
to nonednneitutional sourcas fof meeting thelr
- sprisaltural ouclaysy and
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&)

wbars with very small holdings seidon obtain
inststutional finncs for fear of their insbility
to repay on dus detass

Besides thase, there could be oxher factors, which

ey come in the way ©f the weaker sections borrowing £rom
a society suph a5 lending procedurs not befng in conformity
with the need, risk involved in bozrowing, lack 0f programe
meo for these groups end structural insdbility of the
accdaty o lend, The rise in mebsrship (parcicularly

the muitienmswmyship in respect of sewveral households),

is perhape the Consaguanics wﬁ masirerahip ﬁn‘iwsfmaxw
lsunched Suring specisl coonsions 1ike the “all-indias
Conporative Neek™, provision of shaws capital aubsidy,
Amplemeneation of various development DrOJEATWS Suth se
the Smsll Parmers Development Agenoy (SVUA) progrwsse, of
the Comaand Aroa Development Prograsis (CAUR) eto,

CPERATIONS &0 i‘iﬁ&iﬁtﬁh STHEREMM

BHORT-TENM

Primary agriculsured Crelly Soeistiess The DACS were
primarily conceived as pecple's institutions for promoting
thrift and mstusl aid wwog members, ¢he principle of
stare partnorship in share capitsl and manageuent of
scoieties muneioted by the All-Ifndia Rural Credit sSurvey
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Comttes (1954) won lntendsd, intereslis, to boost theiz
image and prostige a0 that they could astract rural savings
and Hutld up their finoncisl strength thyough deposit
resouroRt, Howaver, this objective has, by and largs,
romatned unfulfilles and the souisties have ctme to be
percaived a8 mere lending sgenciss, |

A lerge deposit basls provides s countervailing
- furee of Acpositors wbich v exctyemely desivablic o8 &
balaneing factor against the group of hoxrowers, OSuch
balancing of forces will help in svolving scund lending
policies and practices m ssuring proapt repaynants,
pesides beinging in lorger resources, dhis will alsc
bring dnte the organiswd ohanneds large untapped savings
potantial geoerated in the russl sreas for productive
d8ployrante And that this i pot diffionlt o achiave
bas been dezonstiated by the societies in Mersis end Punjad.
Deposita being cheaper than eves borsowlogs from highes
financing agenvies, tave imense potestisl in sugnenting
the visbility prospects of primarios.

The State Cowoperative Jsnk and the Cntral CoTperas
tive Banke a5 ieaders of the cooperative noveront in
thair respective spheres should thevefors fully involve
thensalvass In a8 puoh as thesw &8 considerable potentiel
 for loaning under eroditeorionted intagrated rural Gavelope
mant, end ¢hat s sisesble proporeion of the rural houssholds
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is still ontaide tho oebit of the coocperative credis, the
deposit mobilisetion efforts of the PACE will Bot be
spugnant £ the interests of the Central Cooperative
Banks. Herw wi have the sxeple of Kerals where Ssspite
the incresse in deposite held by PACSy there hus besn &

suhatantisl rise in the deporita held by Central Cocperss

tive Danke too. The Ceptral Banks would thes 40t as
< ing oentres by edsording the unuakilised surplus
rascurces, if any, with PACS,

fors of subventions and grents by the higher lewsl instie
totions « the Central Cooperative Banks and Stats Coopes
gative Senks - whioh in the thresetier structuls are
sxpectad £o provide s positive leadershlp in developing
the steength and soudness of the syntam, Thelir own
prograss, strength and resilience are inextricably linked
0 the devalopmesit of the bass-level gooparatives, it is
privaty agrivaltural oredtt socletiss t© snable thas %0
bevone wffective ersais institutions,

1€ sha co=Operatives ave O grent lomns to & large
Lbon of cultivators end othey artisans and sgricule

tuirel landlsss labousers, the M shereiors for a rapid
risw in the Seposits, A regdd rise in deposits oan b
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cbtained with s vise in intexest rates. Howver, this
ney pmh ap the ultimats lending zute to cultivatore, aod
e _ dwmend £or lowns £Xom sOOperatives
may falle Uhaty, thorefore, is necassscy hers 1s the ase
of loans in s productive way and their ropayment in dus
time, This fa, hWowever, s problem of loan siainistraticon
ﬂ!ﬁ supervision,

fie following table gives us a Zinancisl coversge
of the PACS,

TAOLEwH s PRINARY AGRLC

TURAYL CREDYT B0CIBTIRS
{mount in rupses)

YEAR ?mwn@&ht nmmniﬁéa ;anufg' Lo

_ par sdvanosd sdvanced
seciety m per per botw

e

1360.61 208 3.5 547 155,79

198566 3,320 808 94,62 297.39

- 1970-71 3,983 - 30454 6197 - 2BDL.00

197576 3,788 9,869 654,80 435,58

1979-80 473 037 3654 T139.0

led frowm TablewT? i Tablewl,
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The sverage deposits per scciety invresssd greatly
from 23208 in 196081 to 17,473, This would sean then
that deposit mobilissticn sfforts by the soclieties vare
satisfantory, But 3t the saow tine, 1€ hes to be realised
that depoaits poy mendber was abyanally low theoughout
it wos as lov o .3.35 in mmsmmmwmmm
&n 1970-71s Since then it hes Yesained arcund 210, This
vather reveals m& wruly the fallure of the coopsrutives
to mobilise ruvel savings, Average lcans advenced
manber fnoresved, and W very sherply betvesn 1975
7% €@ 197980, !m %ﬁﬁmww %ms@, 2w sise in
oans aﬂvmwmmmwm;%w&n
émit: par mm;m In eath of the different gears, the
mwmmmmwmrmmhwwm
mmxwm Wa iﬁwm&mm
aversge loan sdvanced peg BOCrowing menbad, theti the diffes
. rences would bo sruly wﬁm

Thin m}&ﬁﬂ that & xwmtmx P tion of loans
sdvanced by credit socisties wus £inanced not by deposits
but by externsi sources iike borrowings. These points ey
be clesrly wdwrstood through a closer sxesinstion of the
conposltion of the working capital of the primery sgricule
%ursl credit scciuties, Uhe cowpositicn of the working
capttsl is givms in Tablew?, The tabls clearly reveals




yIion oF mmﬁ CAPITAYL OF PRIMAMRY ACAICULSUARL CREDYT
- {amcune in MHI of rupees)

- E 2,
_ .ol
A_i AN

19635
 §00.TS
107576

- $97S=80

m,t f'

Percentage

ot

Ansont

 Parcentage

" 5196

100.0

373,63

TA6.58
14779,05
13&.*8

78
535,38
14,6

1029, 73
p L 9%
1.6

22.603
Bl
52,79
$e 3
210,43
S.7
424,35
B9

| 535,06

13,33
49,21
L 3

. 148,61

4.0
198,37

23
208,70

ek

39369
T4.4

904,24

00,59

38,7

0485,20
578

bEoty

3%.5
770,38

3547.82
.0

 Sougews i. mmtmax Statanents mzattag o
WM’QQ novent in India, xss&-aax
ot i 4 . .
...sg.. 1%1‘“ § HeBels Gombay
Py 15915=763
Ve wie 197980, RAQ8D, BomDay.
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that borrowings were the aingle most isportast component
of the working cepitale Deposits, on the other hand, were
Henoe, thy socivtien depenied lergely on bosrowings o

mwm;mmwamwmymsmm
mwwmm

{a) tha Wmea of owned funde to ma capital
has visens
{6} the proportion of Geposits to sworking capital
. has risens i
{¢) the proportion of gvacduss o lomns ouEstanding
has fallan,

In rogard o the propovetion of ownel funds 0 working
capital, it has o be 885 thet not ooly was the proportice
such lene then the proporticn of borrowings in tho differsat
ysurs: but that the proportion declined over the yvesres
In 196061, it Zormed 33,1 per cent of tho working capisal,
in 197071, 4t was 2043 per gent, and in 107080, it was
Just 15.3 por eent of e vorking aapital,

Shit a x&m rend upto 1970.71, but after that :t: declined
to an smzmmm 18 pec cont dn 197980, In 196001,
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i1 formed 2.5 per oent of Lhs working capital sod then
incresseld 0 4 per cent in 197071, |
Tie proportion of overdoes to louns oxtstanding wes
8130 high throughout the posiod. This can be semd in
Tablemb, In 1960-61, 1% was 20 pex cent, but incressed
to = alstming lovel of 65,7 per cent in 197071, and was
otill a8 hWigh up 58,8 per cwnt in 1975-76. The proportion,
though bed dscitned thereaftsr, but wes still significant
PR 2003 pes’ cent in 1970w80, |

‘Henoe, by the thres feGtors, we can moy thet the
financial positicn of the socisties dsteritrated, sud
this to tums hed Ats sffect on the vorking of the coopsca-
tive credlt socletiess The primary cowoperative socleties
Gepended move hwavily on borrowings Tether than tpon mither
ovped £unds or deposits, Thic slso veflects the incbilicy
of the primary agricultural gredfc socistios o mobdiliss
more Qepouits from the oural ecuntoy. A greater amsubt
of funds had 0 be borrosed 1€ the losns oivencwd AF loans
sivaneed dlso incresse, The inability to mobildee rural
doposixs neod nok be matter of serious concom AE the
sepayoont performance io souwnd, Unfortunstely, this has
Bot boen ©w case. The proportios of overduss to losns
susstandioyg wae sigoifloant all throughout, 1€ feck, sn
izperesnt indlastion of the finsncial viability 9f cywait
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sooleties 45 the change in the proportion of ovesduss €0

ngovery Peoblemss $he high level of owexdues of societies
sould then be taken to constituts the major £o0tor inhibie
ting their wxpaoskion in terns of coverage and lendings, (dewm
tablew8,) This can be unlerstood in the following way,

Poor recovery performanicoe :mdu the progress of sccieties
on asccount of thelr prime tscie fneligibiliey to draw frosh
£inances from thelr Simmoing bonke 4% thetr overdues sxoesd
& speoified peroumtage of dmaaﬁ,a 2t yesults in DACEH
defaulting to central cooparative, The defaults Danks

of the pricary aredit soclaties €O the osntrsl Cooperstive
Banks iapaic sheir cepacity o draw funds from bighey
financing symcies, particuleriy the Roserve Dank of Indles
This i3 #c becauses the central cospurative Banks viigse
 pyarduss eceed 60 per gent Of the denmsmd are pot pormally
siigible for refipmnoe frcn the Rexsrve Bank, Heoow, we
oty say; thet overduns hive tie effect of choking wp she
credit channels,

| fhe Ressrve Bankés Stuly Tews of OVerdues of COOPETOe
tive Coedlt Yostivutions {1974) had mm m the ounclusicn
that defsults were, by snd large, whdful and thot lach of
will and discipling aong cultivators to fepay and the
uohalpful sttitule of the stete governwmts in Cresting o
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- favourabls olinate £0r DwecYery wers the primayy Zactors
menponeible for the pre s of the overduss, It hed
further observed that thers was no positive corrslaticnahid
batwess the level of ovirduss and the sxtant end £resguency
of natursl oslasities,?

he taudency of the state governesnt O sxexpt whole
classes of defaultars fxom the paysent of thelr dues 0
PACS and pay Those swsunts to e coopesrstives frou the
stats exchnguer has dangercus fmport and wider Laplicstions
for the sntire institutional credic systems Viewsd from
she Jongetern incorest of the system, sueh genersl steps,
without cassshiyecuse atanination of the need for sush w&iﬂ:g
are Boubd o yvitiats the climate of Fecowery and enootiregs
wiltul defuules besides genorating & paychology of BOOe

' repayment of not merely cooperative dues but also the dues

of other credit institutions, thereby endangering the

survival of the institutional credit structure itself,

According to the R.B.I.'s study reports and the
observations of the CRAFICARD, the principal reasons for

the overdues can be identified as:

(i) failure to tie-up lending with development
programmes ;
{(ii) defective loaning policies, including untimely

loan disbursements; under-financing/over-financing
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snd unsesliotic schsduling of loan repayments

{844) neglect of/or sbssice of sfiorts for marketing
areangenents end linkage of credlt recovery with
sale of produce;

(4%} ineffective supmrvisiony

. v} miseappiication of lomnwg

{vi} wpathy and indifference of mmmegenent of societiss
o waking ocvercive measures for pecoveryr sl

(edl) foremost of sl), went of & sense of dlscipline
and essponsibllity aaong lospess in regard to
prompt repaymant of debts,

From the statisties prowided by the Asserve mﬁ"
it would eppear thet loaos for productive purposes formed
the bulk of the fresh advances of the societies in sach
| years Howaver, in the ebsencs of ab appropriste mechinery

o mpervise e e of orelic, it is, howsver, doubvful
Af mach significance can be sttached o the purpose whioh
is mectioned in the loan applicaticn. In a0 cwses, the
fsilore of & loan to be used £or the purpows for which
it is intenied would heve lead, in tumn, to the £alluve
of St gepaymant o conform o the pericd appropriate

The propubs iﬁf of borrowesxs, sspovialiy, the Compares
tivaly better«off farmers wmaongst them, to deliberstaly



ability @5 pay is, purticularly sose. mm; while relist
of widespread natoral calemities, of under aircunstances
beycnd the contral ©of the losnees; there is certainly no
Justificaticn in atvepting default in repsysment during
pariods of good harvest, These defaults are, by end lerge,
wilfol, and this ha# buen eeteblished by @w stolies condooe
a8 by the [esetve Banks Desplite this, thare appests to
bave beon no effvctive sction against this form of defanly
iy thi pOWers « that « be, As & Zesuylt, thess wilfal
Aefeniters huve besn sble to hald the coopeTatives to
‘sansom with & ssnhee of imumtyy chersby Seliberstely
interrapting mm £ of coopecative credit to the

ozt needy mimt of the ruval m&t&.

of amn w bu nym by wtmzmt tha critecia norselly
w;m was {i) tm&rmts of crop productiony (4i) the
valoe of wﬁ@gf that a borrower would offers wnd (141) =
maleipls of ﬁi;; bhare hoMing io the socioty subjest €0 &
_mm as _ jedf Gown in 4ts bye~lavss A cesling for
loans por m&fwf&m iv latd down and the actusl amount
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£inance for fndividusl erups o by relating them o the
shares held by a mesber in the sscisty.

The Comdittas on Cooperative Ceadit (V.l, Mehts
Comritian) bad ohperved that insistence on MOCCIEgE SHOUw
rity for short-term iosns daprived a lorge ssction of
the agricultural comamnity of the benefit of comoperative .
e¥edite In Orisss, porigoge sseurity was insalsted qpon
for prectically all Jomns, This ilnsiztence on soFtgage
sovurity £or sil loans, irpespective of the sxounts,
results in Genying such loans even to tenants who have
s hecitable tenoney vights, but no right to mortgage land,i?

Cortain lmd reform measuses sought %0 confer oo 4
tenants, protection ageinst erbitrary evicticn end ansured
o them & good shore of the crops raised by thes, Their
It bas, thopefors, beon felc necscsaary that pbeoperatives
should provide funds oven 0 this class of cultivacing
wcihers, provided thoy were honest and possesssd the
DECRSIATY repaying Capasivy, abd produced suretisg viho
noed not necessarily be owners of land. The table below
gives g picture ¢f this atats of affairs even a5 late a»
1979460, Evan in 1579480, & large proportion of members
among the poorer sectitns have in effeot zmwﬁ numz.:’h
the fold of co=opwestive credit, Por the lower classes &n
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. the sconomic groupiugs, the proportion of borrouses is
g0 upwards in the esconomic grouplngss Hengs, sven after
30 yesre of covperative efforws o the fisld of ovedis,
ths weaker ssctitns have besh practically Iefe outside
the cooperative fold, The Gifference between the lowest
garegory and mh&gmmtewrg is too wide to lsavw

 any Adoubt,

TABLE-93 PROVURTION OF BORRON MONG MOMBERS TO TOTAL MEMSEAS:
| FCCCADTRS TO BATR OF HOIDINGS (£rom PACS) 1079a50

e EE B EEE
Bige of HollMng by
usande) m in mmobers W
wmzm

POTAL _‘, 2353 636 3.7
m&m&gw& Wm 89 - 0.8

Rural Mﬁ:&m & mzm
(&wluﬂxm mm Gude 63 10 1.9
ﬁ?‘wa o ’i ,
upte 1 m:m } - er W0 35,8
1w 2 mmm ' - 223 329
el mzm '3 3 ST % [ 423
& = B he ‘ 19% 319 G3e 3

Wu 8 m&m 48 K} 6&.8

soursex smmt.t :, agamu Relating to the cmmrmw
‘mmﬁs gw Indiay 1970801 NASAWD, Sonbayr Part I
Cpwide f mwa - 3 Leas than 500 membeeny buk '
we have considered ¢hem to be 500,




pxm of comoparative credik in sach dlistrict as thoy
constituts the W which sobilises gesourons by cellectw
and higher Einancing sgenoies and mects the credit sequlree
wepts of the atfilieved primsry agricultursl orvedlt socloties,
The progrsas of W#ﬁtlﬂ credis (o ay region would,
ﬂmm bs reflected in the progress in oredit purfors
mapee of cantral cwpauuw banks, Hence, considering
tho vesponsibility of cwutral cosopérative banke to sxtend
shelf sacvices throughout ha districk, and to mobiltew
raral savingse & phased progoames of opsning bhranches,
8t the rete ¢f oue av sach discrict hweldquarters was
considered pecousolys And this process of gationalisstion
Of the crfedit structure ot the intermailste lovel continued
- well into the soventiss, whide pussuing this policy, it

- Vhs alpe wm@%m%mmnmmmﬂm
amﬁ@%& zay be allowed to function provided such banks
have sither sttaiped or nearly sttained viebilicy, oo,
- whide thore was one bonk for emch ddatricty m afserices
“had more then one m‘ﬁ

Table-10 gives b opsrationel ptoture of the fentral
Coepperative Banks in the stote, THOSe Secws 0 &n



TABLE-10: CHTTRAL, COOPERATIVE BANKS -~ Operations

{ORISSA) (Amount in lakhs of rupees)
Number Number of Loans Loans Loans of Percen-
YEAR of members advan- repaid outsta- which tage of
Banks Indivi- Socie- ced at the nding overdue overdues
duals ties during end of at the to total
the the end of loans
year year the ocutstan-
year ding
1 2 3 4 5 6 8 9
1950-51 22 1188 4710 104.43 92,67 90, 29 14.25 15.8
1955-56 25 1450 7528 159,19 104,02 205,83 31.12 15.1
1960-61 17 1351 . 9365 347.88 268,20 507.05 61.32 12.3
1965-66 17 1166 7733 1010.31 862,33 - 1196,97 173.15 14.5
1970-71 17 38 5857 910,52 991,63 1525.83 731.42 47.9
1975-76 17 42 5133 2216,73 1913.07 2995.21 1091.98 34,1
1979-80 17 41 5071 7515.07 4743.67 9513.08 1574.95 16,6
: SOurces:'statistical Statements Relating to the Cooperétive Movement

in Indias: RBI; Bombay -
(Part I):;
{(v) 1970-71 (part I):
(part I).

{1ii) 1960-61 (part I):

(1) 1950-51 (Part I);
{iv) 1965-656 {part I):
(vi) 1975-76 {part I); {vii) 1979-80

(1ii) 1955-56
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. mvmg prasent in the sxpansion of cradit among tha
c{mtrﬁl Mka@ ‘mﬁs mey ba attributed tsa & wide varisty

@z; facvors some of which are internal to the coopsrative
amw//syam Firatly, it was the lack of prograess in
brinﬁmg jabout the aecessary atructural reorgsnisation,
atpmia y at the primary M&l,m facondly, ineffective
mplammm of agreed policies such es the adoption of
Ll my—l&m systens [in sll its aspects) snd the sbsence
of timiineas and adequaty of aredit, Thirdly, the prezence
of several restrictivo festures in the loaning policies

and meudum in the patesy of security, surety, lomns,
meximun borrowing umit etcs: and the low oparational
efficiency arising frem insdsquately qualified snd traincd
stagf, Pinally, overdues, which were quite high in meveaties,
rénderad a lavge nusber of societiss ineligible to get

fresh finance from the central benk and (7 preventeéd the
central banks from showing slsjuets none-overdue gover for
borrowings £rom t’m apex bank, Heavy ovardues at the
primary level rerdarsd s large sscotion of the raral popule~
tion from getting credit from the central banks. %

A Central Cooperative Bank was considered viable if
it had o mindmun Jevel of z&.ma lakhs as average loan Oubte
standings. This would them enabls it to play efficiently
ita expoctad role as & central finanaing agency in the
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atstriet,1® However, since 1976-77, it was sssumed that
. 8 Central Cooperative Bank should have a minimm level of
e 3 cxores of losn amtmﬁmgx on W average; 50 as €0
be trested ae vi&h&"& Bo on this Dasis, we heve the
following tables

TABLE«113s AVERAGE LOAY OUISTANDINGS PER CENTRAL BANK
{(Amoumt in lakhs)

e Humber  LOBOS OUtw TTAVETaye
vees Sanks e and Sings par
1960-61 17 507205 29,83
196566 17 1196.97 70,41
197071 17 1525,83 89,715
197576 17 2995,21 176,19
197980 17 9513,08 559,59

MO

compiled from ‘Tablewit.

Thus, by the above assumption of viability condition,
the cantral banks could reach the ainimas level of 100
lakhs by 1975«76, Further, by 1975-680, it had gone well
beyond the mm Jovel of #,2 crore, Howsver, one point
that should be kept in mind, is that within this overall
plcture, there are some Contral danks which are wask end
not viable. On the basis of the criverls siopted st the
seminarl? of Chief Executives of the State Cooperative
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panks held at Pooma in 1970, certain centrsl Sanks were
Lientified ss weak, and thelr rshabilitation m thus
sought, The following table gives us the :.icwzhs

TABLEw12s
T """ 1i6: of Central W0, of Banks
. Yeanr Sanks in the Aentitied a8
8tate weak on the
basis of the
nximu of
At the end of 1971.72 17 1
At the angd of 197374 17 ]
At the snd of 197576 17 K
.3 /o

M the end of 1977-78 17

sources: Review of cmtmin Hoverwnts 1?46—?3}
1972741 94767 1976=TC, ,/ /.

The teble shows that the position hed aﬂ,@nwnm
in the seventies, This certainly must have f:ul itn
effect oo ths effectivensss of the mml o1

It has generally been the practice of X -'
to insiat oo 8 high percentage xepayments of thn\ l&mu
dus to them by a soclety as a condition for paking i&pnh
&ﬁ‘vmmt o it. Ma naturally made loaning, Jnry r@wm-
tive and led to deslal of credit even ﬁnsuc%f of t!ui&’\
mambers of the soclioeties who had pald theixr dues prx;muy.



It vas fmperative to £ix stvm standards in this regard,

- begouse a Central Sank connot continue to flnance a society
ivrespective of the degiwe of defaulty first by merders o
the societyr axd seommdly, by the society €0 the Dank,

The extmt of recovery from socleties in the state atipoe-
iated ap.8 ﬁmauim for making fresh advances was folloved
very rigidlyr and hardly sny loans were being sivanced

to societios in defaultel® This is evidenced by the fact
that the lavel of loans cutstending per bank had not reached
the minimm required level till 1975.76,

It was inportant for the central baks to adopt the
system of issulng loans to colncide with the beginning of
the cultiveting ssason for the various crops cultivated
or of ﬂmg &us dates for recovery of loans to synchroniss
with the period of harvest and sale of produce; But the
Central Borks in ﬁw atm issued loape throughout the
year and tried to recover them efter a twelve-month period,
The Comnitees on Cooperetive Credit (1960), .ha:. the Vile
tishts Comnittes, hal recomvended that, in the context of
tha expansion ai ¢redit envisaged through the coocparatives,
contral cooparastive sanks would have to #mm the respon-
sibility for supervision of primary credit societies affie
liated to end financed by them, However, the actusl
mmgmm for suparvieion 414 nor conform to this




requirenent, The Central Danks, as it eppears, hed omly
genaral control end no effective supwrvision of societies,

Cveardues with the Cantral Danke were gquite low in
the fifcles and the sixties, but grasstly incrsssed in the
seventiss, This poor recovery performance can be attributed
to certain factors. Apart £rom natural calemitiss afiecting
the repaying cepacity of the borrowers, it was mainly doe
to the insdequats or inefficient supervision provided by
the Bankses the poor guslity Of the management of the
societiss and banks; sbsence of linking credit with markete
ingr reluctence oo the part of the authorities o m::n . 1]
COGroive messures, of whare resorted dge o the inability
of the machinery to prouptly sxecute the degrees,’?

in the sense that it provides the vital link with the

Rexarve Denk of Indls, In other words, ths R.B.1. finance
©an resch the cultivetors and other sections of rural
populetion only through the sedium of a State Cooperstive
Banks Reocs, at the beginning of the period of planned
development, the reorgenisation of the apex co~operative
‘bank was & neosssaty preliminery to the general development
or renabilization of the Cooperative Movemant, It has come
a Jong way since then, fTable~13 gives an operatiwnal



*rmm:-aaz STAIE CU-OPERATIVE BANK = m&ﬁm
{(Onzasal (mt in lakhe of rupces}

- iﬁm&

- 1950-53 93 45 136.46 118,30 43.62 - -
1955+56 104 54 78.10 35,72 BLET 1.7 2.2
1960-61 80 47 180,52 48,55 284,28 0.33 0u1
1965+66 69 44 757,55 639,08  T00.67 417 0.1
1970712 1 43 679,44 B26.34 509,37 59.12 11,6
1975.76 2 62 1809,66  1669.66  1504,08  7.04 0S5
1979-80 3 = 54 725467  30348,00 6761463 2.24 0,03

ss HOt Avaklable

Sources: Statistical Staremants Relating to the Co-operative Movement in
Indla, Refieles Bosbays (1) 1950=51 (Part T)z (1) 1953=56 (Pt I)s
(§11) 1960561 (Pt T)s (Sv) 196566 (Pt I}y {v) 197071 (Pt I)s
(wi) 197576 (Pt 1) (vii) 1979-80 (Pt %),

$8



picturs of the Stats Cosgperstive Banlk,

LONG=-TERIY
| Long=tern credft is advanced by the Lend Development
Danks - the primary land development banks at the primaxy
lsvel and the central land development {(Orissa State Land
Development Baakh mﬁ ﬁm end Of 1950~63, thers wvere juét
10 primary land development banks, the nuiber went up to

54 at tho end of 1979=80. (oo tables 12 & 313.) 7The
nominal mmrs ver® rore in pumber than the zequw:
mentiers. The propartion of borsowing members o regular
mexbers which was quite low in 196061 declined over the
yoars, So then the effective coverage of thp primary lend
development banks can bo sald to be poors he situstion
with the State Land Developwent Sank was, however, & lot
batiar. The sverage loan outstanding per bank went up

The purpores for which longeters exsdit has been

sdvanced by the Stsre Land Development Senk sre the repaye
ment of debets, lend {nprovesent (iike deecpwning and repairing
014 wells, ond constructing new ones), purchass and fastale
lation of puspsets and other machinsry, for the construstion
of godowns, sheds snd the like and purchsse of c&tﬁmm
incidentally, thera has beat no borrowing for purchasing
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’“&32&3*16# CERTRAL LAND DEVEIOPMENT BN - Oparations

KRIEGA) {Maount du lwdm of rupees)

- Humber . Huxber OF Toans  Loans  Loan®  OfF  Propofe

YEAR of g lamers  made sopald  outsta. which tion of

Banks Indivi- Banks  during at the nding overdus overdoes

‘ duals . %he oand of at the to losne

: ‘ yeay the i of mt.m-

M USRS SO SO S W WSS S WS N
395051 3 433 10 1a83 0,64 3035 e -
1955864+ 1 937 10 6,37 1.15 20,04  0.03 el
1960-61 T WIMM 21 4403 0,55 64,87 0,33 0.5
196566 1 28321 46 T0.08 14466 27234 2,37 0.9
197073 1 - 54 M3.45 6056 12208,66 6.8 0.7
197576+ 3 i 55 303,76 282,13  1949.38 227.37 11,7
w&m 31 1 sa nsa,m‘ 352.':4 »6%3.86‘ 391,35 a2

* 3 Figuros for thoss years relate to loans made to individuels onlys
+ ¢ Data relate to the year 1974-757
se 3 Data not avelilabla,

Scurces; Btotistical Ctatements Relating to the Coopesrative Movement in India,
ReBeles Dombays (4] 1950=51 (Pt T}y (i4) 1953.56 (Pt I}y (1i1) 1960461
Pt 133 (v ) 196566 (Pt X} (v) 1970=T71 (Pt Ijz (vi) 1975=76 ~~ @
{vil) 197980, MABARD, Bombay).
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PIBIE-183 PRIMARY LJRD DEVELODHEET BRIKE - Operations
{oR288A) (mm& in lakhs of rupees)

'mm& 'mg 0 m R Fer uﬁ
Uuse overdus tage of
wﬁw standing : overdues
and of at the to loans
to Reg~  °  year the N standing

G W SRS VSR, WS YOS WS, S S, M—— | W—, ; w—

1960-61 10 21T e 403 0,55 348 = -
1965066 37 69,960 16,572 6,498 13.0  67.39 10,42 231413 2,38 1.0
197071 54 73,216 102,202 15,535 2042 436,17 62,23 1290, 53,21 4al
197576 55 126,925 192,045 12,412 9.8 337,30 2060.21 207,26 129,16 62
1979-80 56 223,618 230,437 44,311 19,7 117087 270.09 441,16 350,44 8.4

Sourcess Statistical Statements Relating to the t:ocpu:mw
Movenent In Iodia MeD.l.. Bochay)

{1} 1960561 (PL.1) -
(14) 1965006 (Pttx}

{111} 1970=7%

{iv} 1975«76 =
{v) 197980 = {aA32D: Sombayl.



land and acquiring ownership rights in the years we have
looked except for 1975-76, where the amount was very small,
Though statistics show that debt redesption was not the
major item of the long-term borrowings and land isprovements
were the largest item, it may be believed that in the
absence of any effective machinery to supsrvise utilisation
of gredit, the diverszion of loans for purposes other than
specified would have been quite Common,

In the fifties, the Orisss Provincial Cocperative Land
Mortgage Bapk’® financed the agriculturists directly,
However, its operations were confined to the districts of
Puri, Cuttack and Gamjam, and even in these districts, its
aree Of cperations was further confined by governasnt notis
ficetiom, wulrc-ubmm.” The loans granted
wore only for the discharge of pricr debts, However, in
80 far as some of these prior debts were incurred for the
purchase of land and effecting improvements on the land
alreaiy owned by the borrowers, the funds lent by the bank
could be considered as givem indirectly for productive
purposes, There was a reason vhy the Sapk was wunwilling
to give land improvement loans, and later on whem it did
give, it had to be dependent on sufficient government help,
This was bscause of the fact that the adainistration of
land improvement losns is statad to be gostlier as it
would have required the naintenance of special technical
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seaff for cthe supervision of thailr gtilisstion,

The situation inproved from the sixties and mors and
more land improvement lomns wers forthcoming from the
dsvelopment banks. The beginning of the sixties vas
marked Iy an dmportent developredt in the sphers of longs
tern credit, It was the formulstion Of the scheme for the
“isous of special development debantures for financing
agriculturises uynder special projects of sgricultural
dgyvslopomnt or land &wﬂnpm%ﬁ’a

The landing sctivities of the dovelopment banks vere
constrained because of their financial rescurges, The
funds for these longeterm financlal institutions cume
mainly Zrom floating debuentures (vhich cerry the guarantes
0f the state governmant £or the ropayment of g::-‘inclpal
and Interest), 50 when money market conditions are tight,
conelderanle 4ifficulty is experienced by the state or the
pank in securing the subseriptions for thelrs thwum

We ohserved earlier of the very low proportion of
borrowing mexbers to rsguoler menbers, (Toble-14.) This
is directly Mnked &0 the gquestion of valuation of secubity
- for lending purposes, The continusd low proportion of
borrowing meshers ver the years can then bs taken as the
failuwre to detorning the issue on & priorvity basis. This
follurs hes bsen partly due to the lack of alejunte
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tpprcciat&m of ixs fmportence sd partly in pereisting
with cercain methods of valuation Of security, Tild
racently, the valustion of sscurity was the most importmnt
erilerie of determining the creditevorthiness of the
' caiﬁ?ttw‘ In other words, the losn was given mors on
the basis of the mortgage sscurity which the cultivator
could offer rather than the production potential of the
investment for which he wanted %o borrow, This approach
resulted in very limited progrsss of longeterm finaneing,

Later, however, some modifications ware sdopted,
he valustion of lands ves to be made on the basis of &
portioular multiple of revenus assessment with or without
the eost of investment which the cultivator proposes @
mske, 7This would be the case where sales statistics about
land prices wers not availsble where they ware avallable,
lend vaiuvation was based on the sverage of sales statistics
of sisdilar land in the village over s period of & certain
nudber of yoars preceding the year in which the application
was made.

However, both these methods suffer from a cettain
limitation, There is nothing to gusrantee the adeguecy
of the loans The lnedeguscy of the lomn could result
from an incorrect valuation of land, 24



22

Overduss of the land development bsoks ware not high
{tables 12 & 13) but certainly hava shown a steady riss
Over the ysars. mvmaptm 1o & yetrogowasive developw
mant in go far as they rander certain sections of the
Borrowsrs either eligible for restricted borsowing of in
sligidble to underteake any fresh lending programs, The
causas for overdues in the sphere of loagetern financing
may be bad programing of investments, faulty losn apprete
sals, slackness in post-disburssment followe-qp and sSuper-
vision, leck of sufficient intarnol control over accounts,
iaaawzm of staff for recovery work and above all, wilfal
dufault on the pert of the borrowers. Added to these,

m the im& ke mwu calsmities, lack od! cooperation
snd angistance from the atate government in cresting &
propar Overy ﬁnmm and political tendencies to render
the rocovery mechinery ineffective at the time of elactims,.
The CRAPICARD in its report has cbserved that *in the matter
of reslising cverduss, LOGs are Gonsidersbly heodicappsd
£&ﬁmta£§ﬁd§raiam\ﬁ£ lands mortgages to them
by burowarss The Comuttse is of the view that an sffedtive
way of sssisting LDns to get over this difficulty is za:

the stete governments theuselves tc purchass tha mortgaged
dandg in sextiemont of 10Bs' clsin and arrange to dispose
then sither by cutright sale or on longeterm lease %o |




{dentified groups consisting of small and marginal farmers
and agricultural labourers in the area, This method, the
Comaittee feels, will not only help thwart the attempts
of habitual and wilful defaulters to gang uwp but will also
enable the vulnerable groups to improve the size of their
holdings end their viability,?®

POaE=

Thus we find that in the progress of the credit co=
operatives a large section of the rural population has been
lsft out, There appear to he certain structural drawbecks
which have resulted in this state of affairs, A large
number of these societies are dormant ones, desides, here
we may add that most of the existing PACS continued to
function without a fulle=time paid Manager/Secretary,

Hence, we may agree with Prof, M,L, Dantwala that
the reorganisation scheme of the co=operatives has been
“no more than a scheme of reduction in the number of PACS™
because there has been no discernible improvement in the
quality of their functicnings.?® This goss to reflect a
lack of political will on the part of the state leadership
to push through the recrganisation messuwres, This can
be sasily seen when we compare the position of Orissa with
that of Haryana, Uttar Pradesh and XKersla. In these
states, the reorganisation of cooperatives has also been
followed by efforts to build uwp the rasources, Hence,
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thess cooperatives in these states have shown real icprove-
ment 4n thelr performance. s’

However, what may be pointed out here is thet in the
process of reogganising the zocietias, ahsclute smphasia
has been laid on visbility, The concept of viebility has
peen framad in terms of craiit business and one whole~tioe
paid fecretary only, HO suphesis was laid on tramsforming
theze socisties into a single contect point in the villege
for all types of credit snd not merely for sgriculture in
‘the hatrow sense, In Other words, no serious thought
seone €0 hava beet given €0 ths svclieties® cupacity o
serve other raral produsers such as Wg craftanmm
thodr soonoaic sctivities,

The wnderlying objective nf the progranre Of seorgaw
nisation 15 to ensure that reorganised socisties are deves
loped into vieble ones $0 a3 to make them sffactive instis
tuticos fo development by sdvancing credit snd undertaking
such cm:: sctivity (such as merketing) for the rural
population, peping greater sttention to the nesds of the
pocrer sections. This need to reorient the functioning
of PACS to meet in £full seesure, the requirenents of wesker
sections of the mal popalaticon and butdd in them a
mepagerial system swhich would bes responaive to this
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comuitment has not been sppreciated, Further, it has also
0 be reslised that the PACS, as they are st pressnt, aye
peithay competant snough €0 handle multi-purpose credis
por in & position to éikum their activity, The HOCURSs~
ry steps, sssential for strengthening and sctivising them
89 that they could raplily pulld gp thelr organisationsld
effactivanass and capscity, has not been tokan slung with
the resrgenisation programme, The organisetionsl effectives
noss and cmxsy is lazgely dependent on the £inancial
soundness m& menagarisl efficiency. But both these
gactors were lecking 8¢ we fouwnd in cur sslysis in the
previcus chapter, The conpositicn of the working capital
remained mx:mmm and the scclietles were largely
dependent on externsl financlal assistance, The budldeup
of internal resources particularly deposita, therefore,
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CHAPTER IV
CRISIS IH THE COMOPERATIVES

8o far wi have concuntrated on the manner in which
cosgperatives function and thelr wealnesses, We now
C durn to 8 consideration of socfal and political factors
which affect thelir uorking, A careful and dilspassionate
enalysts of sccial and political factors underiying
agrarisn issues has Deett gunerally thvartsd by the fasci-
nation with the technocratic spprosch, For s poor agracisn
cconcny as that ¢f Orisss, the patvern of landholding is
& najor corrslate of rural polisical power, sociel hisrarchy-
and geoonomic relationships, Possession of land confers
on the ouner the mutually reinforcing sttributes of
polivical privilege and social presctiges. Land tsnure
ralations get reflected in the internal productive and
social t:msn%nﬂm. of forms (l.%s the manner in which
land snd labour are cosibined for praduction purposes ),
and in the rolations of farmers with other individusls,
groups and Instituclions,. Our snalyais would be largely
confined o the credit reletions, in 80 far as the CoOw
operative institutions are concerned,

Land bas continued to be the most inportant f£actor
in detarmining the f£low of cosoperative credit €4 the



100

farming. commmitys This in revealsd in Tedble~16, Boginning
with 195051, when 70 per cent of the loans were advaneed
sgainst imoaovable propegty, the asommt declined o about
22 par vest by 1970.71. In this cstegory of imupvable
property,; for tha rural populstion lmd happens to be the
. primary onoe This number declined €0 5.6 per cent in 1975
76, ad further to 4.5 per cent in 197980, Alongside
thin é&ﬁnm there ha? beet an increase in the woount
sdvanced sgainot surety, This category of security refers
to those peraons, who were owners of land or other assets,
andl stood ap securicy for other pursons. Here agaln, the
Jandownerehip fagtor was vory important.  The anount
aﬁv&m mndar this category iumuaa oveEr the yeacsy
beginning with D.42 per cent in 1960-61, the amount
increased to 76,5 pur ot in 1970473, d further 0
slmost 95 per cent in 197980, lLowns sgaipst othar Categoe
ries zma&m& vary insignificant sil thyroughmit the period,
Hence, during this perfod, it ney be sald thet lande
owpership has hed 8 very prominent role. Further, a largs
ssction of the rural population whp ars lmdless labourers
or tensnt cultivators have been effectivaly left out, as
sav in Tables9 snd Tadble-17 (later), Similar 4 the case
for the smll M marginal fscmers,

The extent of ownership of land is sn Awportant
 Andicator of ono's socic-sconomie status, particularly



?‘Wﬁl PRIMARY AGRICULTURAL CREDXT SOCIETIES - Classification

of Loans cutstanding atttmanﬁaﬂtﬁayamnaysmwiw
(amount in lakhs of rn@emis

mm TODAL mw— wnt pated dise n:ntnx and = abk
sits g;mxm Crops produce Sllver Prow

S IS SSUEE. SN S S SIS —
1960~61 411.30 0a70 - ey O 28 008 "?; 206,18 . 1,78 120,0%
(wmut}'w&mﬂ 09 . - - G.07 0,0% - . T0, 09 0.2 2921 =
1985-66 1015,13 = - - - 2,33 o Q6#.9% 537,40 =  14.58
{(Percent)100.90 = - - - 0,22 ° = 45,62 52,73 = 1443
1970=71 2107,08 0,32 - 2465 - 549 - 467,39 1611,83 = 19,36
(Pereent 100,00 0,03 - 23 - Ou 26 - 22038 76450 = 0,92

5

197576 3071.81 = - - - - - 216431 3654.95 0.5
(m:mn)wa.ae - - - - ”- - 85.59 47 0,01 =
197960 911245 = - D479 - 13.48 - 413,66 8644493 39,25 0,34
{(Parcsuc)} 106,00 = - -~ w 0. t& - h% Myﬁ? 0.‘3 -

~ Ril or Negligible
«» BOt Avalloble

Movecent in Indias

{(11)19653=66 {Pt Ig

(141) 3970-71 e I
{dv) 1975.76 (vt :)z
(v} 197980 (Pt X)s

sources: Statiscical Statenents Relating to the Cooperative
{1) 1960-61 Pe 1)s
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TABLE«YTs PRIMARY AGRICULTURAL CREDIT SOCIETIES - foans Advanced Acconding
to sizeo of ﬁciﬂingﬁt For the 'gmw 197 9=B0

""" (amount fo lakhs of rupees)
e o oo oo, “Noe OF FrT Y ‘
.smz OF HOLDING Botcowers Pox mm. mvmm per cma
Ypto 1 hectore 5 w0 33,9 151237 261
1 = 2 hactayes - 221 W8 1493,09 33,8
2 « 4 hectares 174 21el  1515.06 2642
4 = 8 hectares - 319 14,4 694,09 142
aove B hectares 31 3.8 845,65 13,5
Tenzant Cultivators o 3 ) - Oud7
Agricaltursl Lebourers - ) - 2447 02
Dehers ' : - - - 8490 |
__soraL | 826 100.0  6269.90 me,.::
- Less then 500 merbers sources Statistical Statesants Relating

to the Couvperative Moveoent in
India, 1972«B0 (Part 13 c::mzt
sociecies), HADARD, Dombaye

ﬁ -
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in an soonomy where land is mach valued by the people.
Thers happens to be a positive correlation betwsen the
axteny of 1 rship end adoption of modern practices
by the farmers due o certein Feasons, AMoption of
modesn practices, at times requires substantial cspital
outlay which 18 beyond the fovestment and credit roscurces
of the smsller cultivatorss Desides, ownership of large
farms gun also indirectly influsnce the sxtent of adoption
by . way of making possible s high degres of sducationsal
status and access to other Fesources,

Sven as late a8 197980, credit extanded by the
gowoperatives is found to increase significantly with
“dncreass in area owned, Whersver concentration of assets
is higher, voncentrastion of co-opsrative credit is alse
higher, This is revealed in Teblwel? for the Primaty
Agricultursl Credit Societies (PASS). Although the teble
shows that the sbsolute axounts are more for the lower
categories, this is largely due to their nuserical strengths
flowever, when we look st the proportions this gives us a
skewsd diseributions In other words, these owiing up
to oas hsctare Of land constituted 34 per cant of the total
sunber of borrovers for thst ysar, but borrowsd only 24 per
cant of the amomt mivahced by the PACS, Ou the othar
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M those owning above 4 hectares, constituted 18 per
cent of the borrowers, but obteined nearly 36 per cent
of the credft £20m the PACS, The position of the agricule
tural labourars, tenante and othare (Ingluddng rural
artisans) is quits miserible, Though nuwmrically they
are quite large, they could heve only 0,2 per cent of the
eredit, This is then the position prevailing at the end
Of 1979+80, As far back as in 1969, the All-India Rurel
Credit Review Committee had revealsd on the basis of the
AlleIndis Rurel Debt and Investment Survey (1961-63) &
similer picture of & positive correletion of concentration
of credit and concentraticn of assets,?

Thus, the co-pperatives are linked m in & very
fondamentel way o reletions on lsnd, and becsuse political -
power relations get linked up with land relations, the
procoss of change in the co-operative £ield inherently
besones & politicel procens,

- At the beginning of the period of plenned development,
the cabte systam lergely mmm the sxisting social systen
in rural Orissa, She gaste systen desarmined the social
status of a group, and the mecbers composing it as well
&8 its its relations %o wsther groups, and finslly, the
political power of the group and its mexbers, In part
as & result of the changes that ocourred in the process
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of dsvelopaant, the foundations of the casts systen ware
gradually sroded and replaced by slements of & clasas
systen, These elenants have gone on 0 influsnce the
structuze of pover in the agrarisn scciety, It is the
wealthicr menbars, 1.6, msbers from the sconomically
dominant W who exercise the graatest power, They
ars the cnes who hove more time to exercise losdership
&l th_a_mswm'ta wfam tha small favours end stEwogs
then the M@aﬁmﬁf necessary to achiesve snd maintsin
village support. Hence for the continued dominance of
these groups, csrvain conditions were necessary, Land
mwmmm:mezmmmr. 80 that land.
Rolding {nsured the sconcmic dominance for the lendholding

In & democratic seteup, with universal.soffrage, it
would iuply that the Mgm casts groups m& other higher
groups in the soeial hisrsrchy would tend to loss politicasl
power or have to share it with other groups, Since they
are rarely dominant in terms of nuzber they would stand
to gain relstively less £rom these instituticns set wp by
the state, Hith the gradual breaking up of the 0ld social
order, those dominint sections seenmed to be mm
traditional base of political pouss and swisi status
which they have historicelly enjoyed. They have sought



107

iebourer, just a5 a landlord may alsoc bs 8 money-lender
and & trader, In & strict sense, these subegroups are
neither stable nor clearly distinguishable. lowever,
what makes it worthwiille to distinguish betweeo the two
basie groups (while wzng their sub=groups) is the

 fact that an essential motivation ¢en be defined quite
unasbiguously for ssch, From smpirical cbservation, the
‘magm 1.0s the group which works the land, i
virtually identical with the malmr. Suxvival is

e R4S - CONCEEE SOD Cids gTDUD, W THeif THusvivel

strotagiest are %@Mﬁ on omgloycb&utr and mw&n
bility of their labour. They receive incomes £rom a |

. dombinaticn of eét:sts; such as salf-cultivation of m
land, shoro-cropping and wad lebour. On the hand, those
belonging €0 the second groups try to medmise thedr shore
of the produce of the iend, which they roceive in the

) ﬁom of p:aﬁt. ront, twading mgin and usuricus interest,
?{ez.:a :’d: hog w bgz -:mmocl that these categories of
i:mm can often bR e&aaﬂy ﬁ&gﬁuantima. Por mamlﬁa
the payoent received by & imﬁwré £rom m :mm
often includes an element of profit, snd rent, Purthors
move, @ siogle individusl may at the saze tize be landlord,
‘trader and uBurere
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o moka up through sconomic strength which not only helps
then in golning control over thess institutions, such a»
the coeoparatives,

At this point it would be sppropriate to teke a littls
digression to consider certain theoretical sspects of the
relationships that prevails betwesn the big landowning
glasaea’~" and the :wai DOOT. 30 we go back t0 our agrarian
gtructure that prevails in the state, Getesally spsaking,
in the agrarian sconowy of Urisss, thers aXe clearly two
asstinguishabls agricultural classes. One of them compcises
of those who work on the land, and the other conprises
of those vho basically do not work on land, but receive
a share in its produce. The First category includes
oppers, bonded lsbourers, snd verious
types of hired landless lobourers. On the other hand,
the second category incluies landlords, {those who lsass
out lsnd, or work on the basis of hired labour), traders,
and gsurers, ‘The dynanisx of the agrarian systsm, henos,
mast be sought in the sphers of the rslationships between
thease two basjic groups,

poasants, share

It should be noted that neither group, as definad
here, ie internally homogemous, Heverthslsss, thers sre
govd weazons for defining the groups in this mennery A
merginal farmer may also be a shareeczopper and a hired
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Hence, we may say that the production relations that
pravail follow from m similtanecus cperation of two |
sets of mutuslly contradictory strategies - *sucvival
landless lebouress, and a *surplus Wuﬁm strotegy’
o6 the part of the landlords, traders, moneyelsnders
{which invelves & minimal direct intervention in production),
The operarion of these strategiss have their effoats on
the f£ield of oredix, including the erauvam This
can bo understond f£xom the two gmcx&l featuras which
resuit from the operstion of thess strategies, They are
personalised eoconomic relations and a vesy low remmeration
for Jabouwr, For individusi mesbsrs of the lsbouring
¢lass, the very egployability and sxchangeability of
Aapour depends %Muy on the nature of their peraonsl
relationships with the landsowningswtraiingemoney-lending
classes. For inssance, a émm&aa& farwer who may not
be crediteworthy in the ususl comoercial sense, but needs
o métm ﬁw his working cepital so as to be able to
srploy his own labour on his own bhand, He would be abie
to chtain credit only on tiw basis of his personal relstione
ship with porciculsy mopeyeleniers, A landlens person
seeking o leese in land, or to offer his labour would
be competing vith a large number who are 1ike him, Thus,
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he can obtain sccess to land end work only on the basis
of hia m&smgi relationship (goodwill) with particulex
landowners or employerss 50 we may ssy that, it is &

situation where access to credit, land and work is more
important than the terms and conditions of this agcess,

It must be emphasized that the personalised sconomic
relations come £rom esconomic rather thah sociow-polivical
compulsions, Ths basic source of economic compulsions
are the tuo interrelated ;:hmmu the. poverty of the
labouring groups and a relative surplus of labour i.e,
the landless labour primarily, Herce the continued exis-
t@eﬁ of a aurplué of thiis landless class in sach village
hes resulted in perpetuating the personaiysed form of
m&aﬁm, all institutional and agrarian geforms, theree=
fore, have to consider both the supply side.and ‘um damand
pide as wéll. For instance, mere land reforms without
simultaneously following them up with an effectiyg organie
sational set-up for advancing credit and distribn;ﬁnq
.supplies and arranging for marketing would only resul®
in disturbing the existing relationship without substituting
a new karrangement in their place. Similarly a mere
expansion of emoperatives and state £or 2griculture with out

the necessary breXwup oF praventive meastires against unafair
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practices in regard to rents, wages, intarests nd trade
commissions, end also providing for lisgal protsection of
the vulnerable mim:,z would remain by and large wn-
effactive, mxahip of the m;awgm would have no
moaning for the lendless and other lebouring clams so

long as they have no comaon needs and have no inﬂivmxunty
of thelr owns MOt of them have remained tisd down 0O
particular landlords ad monay-lenders.

In order to understand the relaticnship betwesn
poiiticoal and sconomic change, io so far ep it affecto
the field of couvperatives, we have to reslise the fact
that although suSh a region may be beckvward 1o an sconomic
gangd, it does have & walle-established gtructure of socisl
anpd politicel power, What sconomic development doos, is
mm iv almost fnevitably upsets this mdsting structura,
This change may 0ot ocour itiitislly or delsberately, but
it corsainly vwili « 43 new Qroups astart to goin sconomicse
3ly, o a8 there ape shifts in zrelative eoconomie position.
Those groups thet geln also try o increase their polivical
pover, thelr stetus position or bothy snd those groups
thst lose, either in on sbsoluts of e relstive sense, ceek
to protect thelr former position or minimise the shifcs,

When the office<holders in the village co-operatives
sten from the lend-owning, influential upper class of
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marss it leads to the negation Of the concept OFf Cow
vperations This wper class of farmaxs who control the
institgtional oredit spparatus of the village alwo control
the key positicns of the village panchayats, laboure
market and loan market, Oy taking over the control of
the village cosoperatives, the traiicionslly conditioned
Insgaltable powar atrmtm in the village gsts further
atrangthened and even lostituticnaliseds The fact that
a small lande-owning rural upper class controls the Rey
positions of the village panchayst, moneg-parket snd
villege cooperatives quickly lsaids o the inferfwnce that
& personal union exists betwesn the office-holders in
the village cowoperatives md the money-lsiders/lendlords,
Thus, the grotasgue situation srisce thot one and the
sime group of people guard over interests which puxsus
apposite objectives, since the cowoperativas were primesily
orgunised in order o cwb the ;;m of the money-lenier,
It is s paradoxical situsticn in which those people
administer the institution vhich wes created to sliminate
then, 7The spospous economdc power which gets concentrated
in the process in the hands of the landloxds snd the rich
to dominate over the sooial and economic activitiss of
the ares, They aleo claim the bulk of the benefits that
flows in the arsa in the nane of the developrental
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activities of the governpant, It 18 no wonder that thase
landlords and rich peesant classer shun rapld devalopmant
in their ares becauss it is Wir to foprove the scomvmic
gondition of the pour peasmts who can thareby free thems
selves from the bundage,

| 80, th the one hand, i€ the governoent officials
have been tardy and hesitent in implenentation, the politie
cal lesiership, on the other hands, has siso been willing
o colluls with the rural rich. And the resscn s to be
found in the interfspendence of interest swng all thess
groupss In such a nilicu, to bleme “lack of political
will® smong the relevant quarters is not sufficient. Rether
it looks plausible thet only by the mobilisation of thase
poople, that 18, the rural poor, and officlsl support to
thetr legitinmate denunds, can coeoperatives become effective,

Howevar, there are certain di€ficulties which confront
the mmi poore These dxsmnim in part smanats from
theiy sxtremely low socisl snd econonic statas, and partly
£rom the structurel peculiarities such as local level power
relationships Firstly, in terms of primaxy interest
structurs and commmnication style they are pesrer the
village level functicnaries, and are far sway from higher
administrative limbs, It is therefora alwost Smpossible
for tham to develop eppropriste Moks with the top and
middlewlevel officers, At the sane tiwe, these officlals
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have & koy role in influencing or deciding oo the tescurce
aliocations, Secondly, a major difficulty resules sainly
pecause of thelr flliterecy and extremely low informstional
access, has been thelr inabllity to undsrstend the operae
tional dynamics of the existing rural institutions. The
high inctdence of illiterscy prevents them from making use
of writien communication channels,

Henoe, when one gonsiders these difficulties of the
small farmers in the wider context of rural power structure,
one osn clearly see their pitiable mmm‘ This large |
pass of rural mor are surrounded by a small afflusnt -
and moderniseld slite vhese incooe and sducation have
enabled then to forge links with the top snd middla level
sdministoators, Sesides, with wmass politics, and the
consequent forging of links betwsen local, regicnal and
national levels has given the rural slites & new role g»
vote mobiligers. They mobilize electoral support on the
basis of the patronsge demands which are fulfilled through
succesaful manipuletion of the rursl development institutions,

CONCLUSTON s

Thus, in so far as co~operative credit is concerned,
whather it i an instrument for reducing the disparitiss
in income and wealth in the rursl sconomy actually depenis
on the awarensss and beginning position of the small and
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macginal farmers, the landless agricuitursl labourers and
artisans, These sections constitute the rural podr, 1.9
the soononically weaker sestions, Poor sconomic positicn
mesns that they csnnot support and sustain any politiesld
base or pressure group, Hence, their interests do not
sownm to Gffer sn sttractive source of power for political
partiss, for whes the retwns from alternative sources
continue to be bBighar, The bargalning position of the
sx2all fermers in the credit field con be lmproved by
raising thelr sconomic strangth. Theis sconomic strength
then can got geflected in tholyr credit-worthiness, &l
erediveworthiness has resained the vital link in the £low
- 6f go=gporative cxedit, This goes to mesn thakx they require
a crediv policy which should be auch as to generate more
assets which sre of the self-liquidating type, 30 that
they Laprove the bargaining position of the small facmes,

AS a £inal comment, we may sey thet the comoperatives
slong with other institutionsl sgencies, heve ¢ mest the
Greiit needs of verious terget groups in rurel areas. This
would, on thelir part, call for a large-scals coverage of
families belonging to the poorer sections, However, this
zaises a host of besio ilssues which have bemn very aptly
stated by the Dantwala Committes on Regionsl Rural Danks
{3977}
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*rhis phenonenon needs & desper snalysis than it has
recnived afa far, sgpecially in the context of owr
endeavour to smaure universal nenbership, wWho ave
thase orrovwing oenbers? Do they belong to &
closs of faroors {(end others) who have no need o
borrow because they have snough resourcas of their
own? Or are they ineligible for borrowing because
they are not "arsditeworthy®? or worse still, are
they eligibls but are unable to borrow because the

| IEnageIent afwtiu sogietins is averse to accomcdae
ting them? Do the socisties suffer from paucity of
funde, as a rosult of which they can accommdiats
only 40 per caot of ity members? Hhether the siruce
tural md gperationsl innovations we have introduced
and propose €0 introduce are mesningful or not for |
solving the problems of rural credit, will depmnd
on preciss msnmm thess mﬂm’.a
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gae Report of the All-India Rural Credit Review
%tm. 1969, Reserve Bm& of India, BoOmbay,
P '* -

These vulnerable sectionz are those who have unw
econenie holdings or those who are on the margin,
These holdings becomes uneconomic over time due o
sub«division or sale to non=agriculturisce for
redaeming debts, -

Guoted from Report of CRAPICARD, D79
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