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Glossary 

Participatory Development: A people-centered approach to development efforts that aims 

to fully involve all those people whose lives are directly affected by those efforts. 

Cooperatives: A co-operative is an autonomous association of persons united voluntarily 

to meet their common economic, social, and cultural needs and aspirations through a 

jointly-owned and democratically controlled enterprise. 

Primmy Agricultural Credit Society: Cooperative society functioning at the base of three 

tier cooperative institutional structure and providing short tem1 and medium term credit 

to rural populace. 

Marginal Farmer: Male members belonging to general category (non SC/ST) having 

ownership holding of less than or equal to one hectares. 

Small Farmer: Male members belonging to general category (non SC/ST) having 

ownership holding between one hectare to two hectares . 

. 
Large Farmer: Male members belonging to general category (non SC/ST) having 

ownership holding over two hectares. 

Share Capital: Capital which members contribute to society by buying the shares of 

society for membership and borrowing. It also includes Government share. It is also 

called paid-up cap; tal. 

Reserves: A cooperative, th~t generates a profit, can retain surpluses m the fonn of 

reserves 

Deposits: Total short term and long term members savings mobilized by the society. 

Working Capital: The sum of paid-up capita!, reserves, deposits and borrowings with the 
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credit society. 

Cooperative Identity: Set of values and principles through which coopen~:tives are ought 

to govern. 

Local Institution: A community level institution which provides the basis for collective 

action, for building consensus, for undertaking coordination and management 

responsibilities, for collecting, analyzing and evaluating infonnation, energised by degree 

of interpersonal-solidarity. · 

Members organization: Organizations m which members directly participates m its 

functioning through control and usage. 

Joint Liability: A fonn of liability in which all the members are jointly responsible for the 

society debt's at the time of its inability to pay the debt. It is a method of sharing the risk 

associated with society's large loans. 

Unlimited liability: Where the properties of a cooperative are insufficient to pay the 

debts, the members shall be jointly and severely liable. 

Economies of Scale: It is a long run concept that refers to reductions in unit cost as the 

size of a facility, or scale, increases 

Transaction Cost: A transaction cost is a cost incurred in making an economic exchange. 

Viability: Capable of working, functioning, or developing adequately. 

Di~proportionate Stratffied Random Sampling: It involves dividing the population into 

homogeneous subgroups and then taking a simple random sample in each subgroup. 

Technically, Divide the popl!lation into non-overlapping groups (i.e., strata) Nl, N2, N3, 

... Ni, such that NI + N2 + N3 + ... + Ni = N. Then do a simple random sample off= niN 

in each strata. Here f is called sampling fraction. When we use different sampling fraction 

for different strata it becomes disproportionate stratified random sampling. 
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PACS: 

MPACS: 

NPACS: 

RBI: 

NABARD: 

NAFSCOB: · 

ST: 

SC: 

ICA: 

NCUI: 

DCCB: 

SCB: 

AIRCS: 

FAO:. 

NGO: 

SAP: 

RRB: 

Acronyms 

Primary Agricultural Credit Society. 

Majhola Primary Agricultural Credit Society. 

Neoria Primary Agricultural Credit Society. 

Reserve Bank of India. 

National Bank for Agricultural and Rural 
Development. 

National Federation of State Cooperative Banks. 

Scheduled Caste. 

Scheduled Tribe. 

International Cooperative Alliance. 

National Cooperative Union of India. 

District Central Cooperative Banks. 

State Cooperative Banks. 

All India Rural Credit Survey. 

Food and Agricultural Organization. 

Non-Governmental Organization. 

Structural Adjustment Program. 

RegionaJ Rural Bank. 
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INTRODUCTION 



Introduction 

1.1 : Statement of the Problem 

The notion and practice of development has undergone a _sea change since 

1970s and has become more comprehensive. Failure of earlier strategies' in having 

positive impact on livelihoods of marginalized section compelled the policy makers to 

look for the alternative . strategies of development. Participatory development2 (PD) 

hereafter emerged as a desirable and sustainable alternative. PD with its emphasis on 

people's participation and empowerment become emerging concept in development 

discourse. 

Cooperative movement started in India in 1904 as state sponsored programme 

for involvement of poor peasants in fulfilling their credit needs by mutual help and 

cooperation3
• In Post-Independence period cooperatives have been viewed as important 

instruments for achieving goals of participatory development like democratic control, 

empowerment and social equity of marginalized community. 

Cooperative as an institution theoretically embody the principles of Participatory 

Development. Cooperative provides democratic institutional structure for realization of 

participatory involvement of people. But presence of institutional structure does not 

automatically ensures participation and concomitant empowerment of local community. It 

is intimately connected to the issue of equity. The socio-economic inequalities prevalent 

The conventional growth-oriented top-down development strategy has no_t accomplished the desired 
trickling-down of the benefits of development to the marginalized sections. 

2 Participatory Development has been commonly defined as a people-centered approach to development 
efforts that aims to fully involve all those people whose lives are directly affected by those efforts. 
Usually aimed at grassroots, marginalized and poor communities who have often been excluded from 
decision-making processes. 

3 Datta K Samar,''Cooperatives in Agriculture", Vol 24,Chapter 2,pp 72. 
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in the rural areas have diluted the efficacy of cooperatives in achieving its goals of equity, 

empowerment and participation. The functioning of Cooperatives led to strengthening of 

inherent hierarchies, power differentials and socioeconomic disparities in community. 

Although there exist many success stories of cooperatives yet they were exception not 

explaining the generill condition of all Cooperatives. 

During the start of planning process, Indian planners greatly argued for making 

development of cooperatives as main plank in· socio-economic planning. Consequently 

five year plans iri the initial periods have assigned an important place to cooperatives as 

instrument of development. Subsequently, with the change in the policy orientation 

Cooperatives lost its importance as an instrument for upliftment of rural poor particularly 

small and marginal farmers, landless and women. Nonetheless Cooperative movement in 

India grew to become largest cooperative movement in the world. 

Above scenario is particularly visible in Agricultural Cooperative Credit 

Societies which now constitutes about two-third of all cooperatives. Reflecting on the 

functioning of the Agricultural Credit societies, Report of the All India Rural Credit 

Survey ( 1954) observed that that rural credit did not serve the right purpose and often 

failed to go to the right place and right people. The committee also observed that the 

performance of co-operatives in the sphere of agricultural credit was deficient in more 

that one way, but at the same time, cooperatives had a vital role to channeling credit to 

the farmers and therefore summed up that, "co-operation have faJed, but co-operation 

must succeed·'. 4 Despite oftremendous gro.wth of cooperatives in one century (1904-

2008) the situation remained the same. There exist a wide variation in level of 

4 Various Expert Committees have opined that from the point of view of structural appropriateness, 
there is no alternative to co-operatives at the village level for provision of agricultural credit. The Rural 
Credit Survey committee which was set up by. the Reserve f India in I 951 . summed up its findings 
celebrated dictum that "Co-Operative has failed but Co-operation must succeed" 
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cooperative development across vanous reg1ons. Credit Cooperatives have its 

predominant presence m Southern and Eastern regions while Northern and Western 

regions despite of Agriculturally based are lagging behind in its development. This 

'· 

disparity is not confined only to the regions but to the different social groups. !he flow of 

cooperative credit have increased to the substantial level but the benefit of such 

increased credit flow by-passed the relatively weaker sections to whom cooperatives 

were supposedly made to· cater. Thus it reflects the lack of homogenous participation by 

different regionsand social groups. 

Cooperatives, it is well conceived can alone not radically alter the distribution 

on socio-economic power in society. However, they can play very significant role in 

equity based distribution of developmental benefits to marginalized sections. For this to 

happen it is needed that Cooperatives are governed democratically by translating the 

participatory principles into actual practice. This research work aims to analyze the nature 

of participatory development with the following main objectives. 

1.2 : Objectives of the study 

• To examine the region and state wise analysis ofPACS distribution. 

• To analyze the regional variation in functioning of PACS by doing comparative 

analysis of two PACS. 

• To analyze various socio-economic and geographical factors influencing 
\ 

participatiOn in credit cooperatives. . 

• To anaiyze the distribution of cooperative credit among different categories of 

members. 

• To examine the utilization of -cooperative credit among different member 
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categories. 

It is evident from the objectives and statement of the problem that 

participation has different meaning is differ context and time. More often, it was noticed 

that the model of participation is successful in one case may not by replicated else where. 

Hence, it is always ~ppropriated to narrow the focus of studies by specify the study area, 

institutions through, which participation gets articulated along with specific research 

questions. In the present study the following research question have been kept in mind 

while analyzing the nature of participatory development. 

1.3 : Research questions 

In the present study the following research question have been kept in mind while 

analyzing the nature of participatory development. 

• How the member's social, economic and political participation ts vital for 

successful functioning of the credit cooperatives ? 

• What are the background factors that explains the inter-regional disparity in 

development of credit cooperatives or in other words, why all the regions are not 

showing participation of cooperatives in the development ? 

• In what ways social, economic and political participation of the members is 

contingent upon various socio-economic and geographical factors like cooperative 

operational size, membership size, membership composition, educational status of 

members? 

• Which n~.gions and social groups are benefitting by participation m credit 

cooperatives ? 
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It is clear from the above that the research topic has enormous possibilities of 

subjectivity in its analysis which is detrimental to objective research. In this research 

work, attempt have been to minimise these anomalies by taking objective criteria for the 

selection of study area as well as data base and Methodology. 

1.4 : Data Source and Methodology 

There are serious data constraints to judge long-term changes in the quality 

parameters like autonomy, member participation, patronage and profitability of co

operatives, the available data sources from NCUI, NABARD and NAFSCOB are 

nevertheless used to provide some crude idea about the long-term pattern. Data Source of 

secondary nature have been used. Different Secondary data sources are : 

• NABARD Statistical Statement on Cooperative Movement ( 1970-2000). 

• NAFSCOB Report on Performance of PACS 2006. 

• NCUI Indian cooperative movement- A Profile 1993-2006. 

• Annual Reports of Primary Agricultural Cooperative Society. 

There is paltry little data available on participatory development aspect of 

the cooperatives, hence the researcher have used primary data source for the present 

study. For primary data collection Household Survey of the members of Cooperative 

Society is done, which involves : 
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Choice and Personality of Study Region 

Two PACS from adjoining districts of Pilibhit (UP) and UdhamSingh Nager 

(Uttaranchal) are selected for survey study. In order to do the comparative analysis of 

two, following criteria are adopted. One PACS with smaller membership si~, area size 

and viable records and otlJ.er with larger membership , area size and nonviable records is 

selected. MPACS in District UdhamSingh Nager fulfilled the former criteria and NPACS 

in Pilibhit District latter. Also familiarity with the study region was kept into account 

taking into consideration the large sample size, time and financial constraint. . 

UdhamSingh Nager 

In the vicinity of the Kumaon hills lies the district of Udham Singh Nagar 

which was a part of district Nainital before it gained the identity of a separate district in 

October 1995. The district was named in memory of great freedom fighter Late Shri 

Udham Singh. The district is also called as the 'Gateway to Kumaon hills". It is elongated 

in shape covers the terai plains running parallel to Siwaliks. It has an area of 3055 sq km 

and population over 12 lakhs (200 I Census). The district comprises of three main sub 

divisions Rudrapur, Kashipur and Khatima and seven developmental blocks .i.e Khatima, 

Sitarganj, Kichha, Gadarpur, Bazpur, Kashipur and Jaspur. It is surrounded by the exotic 

Himalayan ranges in the north and plains of Uttar Pradesh from south. The district is 

situated at 28 degree south east, 30 degree north latitude, 78 degree and 81 degree eas~ 

longitude of Kumaon. Nainital is to the north, Bijnour, Moradabad, Rampur to west, 

Bareilly, Pilibhit to south and district Champawat is in the east of this district. South east 

lies the border of Nepal. Reserved forest area lies at the borders of district Nainital and 

Champawat. 
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In the past this land which was full of forest land was neglected till 1948 due to 

difficult climate. Marshy lands, extreme heat, rains which lasted for months, a place full 

of wild animals, diseases and very few means of transportation prevented the human race 

to form a colony here. The history of development started with 1948, when the problem 

of partition brought refugee problem with it. Immigrant from north west and eastern areas 

were reestablished in 164.2 square km land area under "UP nivesh yojana". The first 

batch of immigrants came in December 1948. People from different states like Kashmir, 

Punjab, Kerala,Eastem UP, Garhwal, Kumaon, Bengal, Haryana, Rajasthan migrated 

here. These people particularly from western India and eastern Uttar Pradesh now form 

the dominant population group. 

Udham Singh Nagar is both agriculturally prosperous and industrially developed 

district. The fertiie terai land and abundant water ability have resulted into making it one 

of the best rice and sugarcane growing district in north India. 1 Other crops like wheat, 

oilseeds are also grown here. The developed agricultural practices have resulted into high 

demand for agricultural inputs like credit, machinery, fertilizers etc. The district location. 

agricultural base and socio-economic conditions have also favoured the industrial 

development particularly agro-based industries. 

Pilibhit 

The district lies between the parallels of 28° 60' and 28°53' north latitude and 

those of 79°3 7' and 80° east longitude. It extends from the borders of the Bareillv district 
~ -

to the confines of Kheri on the east and the territory of Nepal on the north east. On its 

north lie the tarai of Udham Singh nager and to the south is the district of Shahjahanpur. 

I Largest number of Rice !l0ur mills (225) are found here. 
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The district is a tract of very irregular shape having total area of 3499 sq.kms. The 

district may be divided into several districts tracts. In the north and west it is like tarai 

area and gives place to the common characterstics of Rohilkhand, the souther portion is 
', 

similar to the forest areas of Kheri.and the north of Awadh. Tarai has a· dry s.eason from 

early October to mid June and a wet season from mid June to early October. Temperature 

is the highest in May-June (38.4 °C) and the lowest in December January (4.3 °C). 

Relative humidity is the highest in July (81. 7 percent) and the lowest in May (39 

percent). The aver~ge rainfall is 1400 mm. Soils ofTarai Zone are alluvial in nature, low 

to medium in phosphorus, medium to high in potassium and high in organic matter. The 

main crops of the area are wheat and rice. As a whole, the district is a plain intersected by 

numerous streams which flow mainly in a southerly direction. The level surface is ,varied 

by many troughs and depressions. 

The climate of district varies in different parts. It approximates to that of the Tarai 

in the north and east and differs slightly from that of adjoining· part of Bareilly and 

Shahjahanpur in the tracts of Bisalpur tahsil in Pilibhit. The general features are 

characterised by dampness and excessive heat in the summer. The cold weather begins 

about the third week in October. The cold is also excessive because thP north east 

territory is adjoining to the Nepal hills. The climate during the rains is different from 

other seasons being excessively damp and unhealthy. The district reeeives annual normal 

rainfall of 1256 mm, which is considerably heavier than in the districts immediately to ! 

the south. It is due to the dense forest in the district. 

As of 200 I India census Pilibhit had a population of 16,45,183. Pilibhit has 

an average literacy rate of 49.81 percent. District is divided into three Tehsils Pilibhit, 
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Puranpur and Bisalpur and seven developmental blocks Marauri, Amaria, Lalauri khera, 

Barkhera, Bilsanda, Bisalpur and Puranpur. Pilibhit is one of the Minority Concentrated 

Areas in India on the basis of the 200 I census data on population, socio-economic 

indicators and basic amenities indicators. Pilibhit is one of the forest rich area of Uttar 

Pradesh, which has very high tourism potential. 

In 180 I when Rohilkhand was ceded to the British, Pilibhit was a Pargana of 

The District Of Bareilly, which lost it in 1833, the arrangement being temporary and the 

tract being again united with Bareilly in 1841. In 1871 \:vas formed the Pilibhit 

subdivision comprising Jahanabad, Pilibhit and Puranpur which was eventually converted 

into a separate District in 1879. 

lt has an agricultural based economy. Main crops are sugarcane and wheat. 

Industries are mainly based on agriculture. District is backward in terms of industrial 

development. Peripheral location and· inadequate infrastructure attributed to its 

backwardness. 

A Short profile of Majhola Dirgha Bahudeshiya Sahkari Samiti (MPACS) 

The MPACS is a developed primary agricultural credit society located under the 

administrative jurisdiction of Khatima Block of Udham Singh Nager district in 

Uttaranchal. The region lies in the terai belt of plains. Earlier the marshy grasslands of 

Terai region has emerged as the one of most fertile area particularly growing 

rice.sugarcane and wheat. The industrious nature of the migrant groups from 

Punjab,eastern Uttar Pradesh, and Bengal have turned terai into rice grainef)' of North 

India. These groups form the dominant membership of the Samiti. It has an operational 

range of nineteen villages with an area of about 45 sq km. Total population of the area 
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under Samiti is 34458. Samiti was established in 1976 with 3573 members. The present 

member of Samiti is 4697. There is one full-time paid secretary and four clerks working 

in the society. The society main objective is to meet the credit as well as agricultural 

' 
input needs of their members. Society plays an important role in dispensing :agricultural 

inputs like fertilizers, seeds, pest~cides at concessional rates to members. About 98 

percent of the area under the jurisdiction of the society is irrigated by tubewells and 

canals. Tubewells are the main irrigation facility in the area due to abundant groundwater 

availability at lower levels. 

A Short profile of Neoria Mohammad Yaar Khan Kisan Sewa Sahkari Samiti 

(NPACS) 

This particular primary agricultural credit society is located under the 

administrative jurisdiction of Marauri Block of Pilibhit District in Uttar Pradesh. The 

region lies in the transitional zone between terai and bhanger. It is a fertile region for rice 

and sugarcane growing. It was established in 1979 with 2655 members and commenced 

its business in the same year. It has an operational range of 34 villages with 15400 

agricultural families 39 percent of agricultural families have an member~l-tip in the 

society in 2007-08. It has an area of about 65 sq km. Total population of the area under 

Samiti is 56776 . The present member of Samiti is 6012. There 'is one full-time paid . 

secretary and two clerk working in\the society. The society mainly sees the credit nee~sl 

of their members. About 80 percent of the area under the jurisdiction of the society is 

irrigated by tubewells and canals. 
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Selection of sample 

The cooperative societies MPACS and NPACS are consist of 4697 members(2007-

08) and 6012 members(2007-08) respectively. This form the population of the study. 

235 members in MPACS and 290 members in NPACS have been taken as the.sample. As 

the population is analyzed on the basis of sub-groups like Farmers, landless labourers, 

SC, STand women, the representation of different sub-groups is varying in population as 

seen from breakup of membership. The farmers (gen) constitutes 70 percent, ST 11 

percent,SC 3 percent, Women 6 percent and Landless 4.5 percent in MPACS while in 

NPACS it is 83 percent, .2 percent, 8.55, 3.5 percent and 3.6 percent respectively. For 

the sake of equal representation different sampling fraction2 is used for different sub-

groups. In case of MPACS sample fraction of 5 percent is used for whole population. 

The sampling fraction of 4.5 percent, 3 percent, 3.4 percent, 5.5 percent, 20 percent, 

9.5 percent, 16 percent is used for marginal farmers,small farmers, other farmers, ST, SC 

, Women and Landless labourers respectively. 

Table 1.1 

Sample Size taken for two Societies 
. . 

Category 
Total Members Sample size Total Members Sample size 

MPACS NPACS 

Large farmer 1067 40 2190 60 
Small farmer 1538 40 1089 50 
·------~--- ----- ---·-·---·-----------·--- ----·- -- --~ 

iMarginal farmer 892 · 35 1770 SO 
- -- -- --- -- - .. - -- -· . -- -. -

sc 145 ' 30 ' 521 12 iSr _________________ s31·--j--30- -:- 12 ,w----·1 

Women 314 
. - -·- -·-- ----- --·- -

Landless 210 
4697 

'30 

30 
235 

210 
220 

6012 

40 
40 
292 

2 It is represented by the formula f=n/N. where n is number of sample and N is population of subgroup. 
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As shown in the Table 1.1 in MPACS out of 235 sample members, 35 are small 

farmers, 40 are marginal farmers, 40 are other farmers, 30 are ST members, 30 are SC 

members , 30 are women member, and 30 are landless labourers . In case of NPACS 

sample fraction of 5 percent is used for whole population. The samplfng fmction of 2.8 

percent, 2.2 percent, 5.5 percent, 100 percent, 5.7 percent, 19 percent, 18 percent is used 

for marginal farmers, small farmers, other farmers, ST, SC, Women and Landless 

labourers respectively. Thus out of 290 sample members, 50 are small farmers, 50 are 

marginal farmers, 60 are other farmers, 12 are ST members, 40 are SC members , 40 are 

women member, and 40 are landless labourers . 

Choice of methods 

As the population is analyzed on the basis of different sub-groups which are 

unequally represented in order to avoid the sampling bias , Disproportionate Stratified 

Random Sampling3 Method is being used. It involves dividing the population into 

homogeneous subgroups and then taking a simple random sample in each subgroup. 

Technically, population is divided into non-overlapping groups (i.e., strata) NJ, N2, 

N3, ... Ni, such that N1 + N2 + N3 + .... + Ni = N. Then do a simple random sample off= 

n!N in each strata. Here f is called sampling fraction. When one use different sampling 

fraction· for different strata 

it becomes disproportionate stratified random sampling. 

3 This method involves dividing the population into homogeneous subgroups and then taking a simple 
random sample in each subgroup. Technically, Divide the population into non-overlapping groups (i.e., 
strata) N I, N2, N3, ... Ni, such that N 1 + N2 + N3 + ... + Ni = N. Then do a simple random sample off 
= n/N in each strata. Here f is called sampling fraction. When we use different sampling fraction for 
different strata it becomes disproportionate stratified random sampling. 
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Selection of Indicators 

Two groups of indicators have been used one representing various socio-economic 

and geographical factors influencing participation and other participation itself. Various 

indicators belonging to first group are: Cooperative society's membership size, area size, 

composition of membership, caste composition, educational status and training status of 

members. Indicators representing participation are attendance in annual general body 

meeting, access to credit, choice of credit source, credit utilization, repayment pattern and 

financial strength of society. 

Tools used 

A close ended, structured questionnaire was prepared for collecting the opinion of 

members of the cooperatives. The questionnaire emphasized on aspects like members 

ec:onomic, educationaL and participation status with reference to cooperative. 

Collection of data 

The investigator have collected primary data by visiting door to door of all the 

sample members of the society. The survey was done in the month of Apr-May 2009. 

Secondary data has been collected from annual reports and records of the society for the 

period from 1997-1998 to 2007-2008. 

Tabulation of data 

The data collected by primary and secondary sources have been compiled on 

tabulation sheets prepared for the purpose. 
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For Analysis work both quantitative and qualitative methods have been used. 

Qualitative techniques involved analysis on the basis of explanation provided by earlier 

research work and quantitative techniques involves use of various statistical and 

cartographic techniques. 

Correlation technique is used to find the relationship between :wer~3e 

membership per PACS and number of non viable PACS. 

Line diagram have been used to show the trend in growth of numbers and 

membership in cooperatives. 

Pie diagram have been used to show the share of different regions in number 

and membership of Primary Agricultural Credit Society (PACS). 

Bar diagrams simple, inverted and component have been used to state wise 

growth of PACS at four point of time, showing percentage of members who got the 

training and member group wise educational status of both the credit societies . 

Chloropleth map have been used to study area and regional distribution of 

PACS numbers and membership. 

1.5 : Limitations of the Study 

Cooperative are most widely present and most important institutions 

from the point of view of rural development through democratic means. Despite of its 

importance, academic research on,cooperatives remained limited to analyses of few, 

successful instances (case studies). Limited availability of data covering all the aspects of 

cooperative functioning at macro level has always been biggest constraints in further 

research. In the early stages of cooperatives in India, initially RBI and later NABARD 

tried to assess the cooperative situation at macro level (till 1999) but the data remained 
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confined to economic aspects of cooperative functioning. Hence data constraints at macro 

level on different social, economic and political aspects of cooperatives proved to be 

biggest limitations of the present study. 

The study attempts to evaluate the cooperatives from the perspectives of members 

participation mainly through primary survey of two credit societies. Hence it is difficult 

to do the broad generalizations of the findings. Also the study sees the issue of 

participation from members point of view leaving the organizational point of view that 

too plays important role in members participation. 

1.6 : Chapterization Scheme 

The present study analyse issue of Participatory Development in cooperatives 

by delineating various factors that influence the members participation in the functioning 

of Primary Agricultural Credit Societies. The study has been approached through 

following scheme of chapterization : 

• First chapter of the study contextualizes the research question of the study. This 

chapter introduces the theme of the research through statement of the problem. 

Objective of the research, hypotheses, data source and limitations, methodology 

and study area has been discussed in the first chapter. 

• Second chapter contains the theoretical foundations of the study through 

examining the nature of cooperative. institutions as part of participatory sector, 

background of cooperative movement in India and literature review. 

• Third chapter contains the region wise analyses of cooperative development from 

the perspectiws of participatory development. 
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• Fourth chapter of the study empirically analyses the ground realities through· 

primary survey of two functional Primary Agricultural Credit Societies located at 

different regions. 

• Fifth chapter concludes the major findings of the study. 

This chapter proceeded in the following way. Firstly statement of the problem 

contextualized the issue of participatory development in cooperatives showing how 

cooperatives like other democratic institutions require active memt>ership participation 

for meeting their social and economic objectives. It is followed by objectives of the study 

and research questions involved. What sources of data and methods used for enquiring 

the research questions is explained in next section of data sources and methodology. No 

research is complete and perfect, it has certain limitations depending on how the research 

work is done utilizing various data sources and methods. Limitations of this study is 

explained in next section followed by chapterization scheme. 



CHAPTER TWO 

LITERATURE SURVEY AND 
THEORETICAL FRAMEWORK 
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Literature Survey and Theoretical framework 

2.1 : Cooperatives as a part of Participatory Sector 

_The usual division of an economy or society is into two sectors, public and 

private. But this fails to apprehend an important third sector which can be identified 

between the public and private sectors. It shares some features of each and yet differs 

significantly from each. This sector can be described variously - the membership sector, 

the participatory sector, the collective action sector. Although participation also occurs in 

the public and private sectors, this middle sector might best be known as the participatory 

sector. It is similar to the public sector in that its decisions are taken with regard to 

common interests rather than individual ones. On the other hand, it can operate with the 

flexibility of the private sector, avoiding "red tape" that so often constrains government 

decision-making and implementation. It differs from the public sector in that its decisions 

are not backed by authority and the coercion this can invoke, while differing from most 

of the private sector in not seeking profit as the criterion of success. 

The participatory sector parallels the public and private sectors, with 

institutional development possible at all the levels. Examples of organizational channels 

and/or roles for the three sectors at the different levels are suggested in Figure 1. The 

vitality of institutions at different levels and in each sector depends in large part on the 

extent to which they meet the expectations of those persons, as citizens, members or 

customers, whose resource contributions are .needed to keep them operating. 

Participatory institutions are not just another category to be added to the 

prior categories of public and private. It is better to think in terms of a continuum of 

institutions which ranges from public_ 19 private with participatory institutions in 

between, as shown in Figure 1.1 and 1 .2. 
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Fig2.1 

EXAMPLES OF DIFFERENT INSTITUTIONS ATDIFFERENT LEVELS AND SECTORS 

Le-,/els 

International 

National 
ministries 

Regional 

District 

Sub-district 

·. .·· ,· . . . . 

Governmental/ 
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. multilateral donor 
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.ministries; parastatal 
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·Regional 
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development 
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District council; 
district admin
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sub-district admin
istrative offices 

SEC'fORS· 
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Co'llectlve Action ., ___ .,,.., 

Socii~tY'for 
tn19mationai 
Develop'ment 

Nationatcooperative 
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~~gi6nal cooper-

~~n:,~:uit~ 
ative as5embly 

District supply 
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marketing 
cooperative 

·. ::Priv.iietaliast-. 
· Prly~tt!: 
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ootpOrations; 
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National 
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.national NGOs 

Region~ 
; ~panles: ... 
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District firms; 
charitable 
organizations 
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private hospital 

·-'LocaliiY _______________ oivisToncooiiC_i: __________ wtioiesaie ________________ sUSines-sesin _____ _ 

Community 

Group 

health dinic; llmiiWM~Iei\911 market tOINn; 
secondary school; forest protection service clubs 
extension office association 

Village councJ; ~t 
office; primary 
school; extension 
worker 

Caste, panchayat; 
ward or neigh- · 
bourhood assembly 

parent-
. teachers association 
(PTA) 

Tubewel! users' 
association; 
mothers' ch.ab; 
savings group 

Vila_ge ~hops;· 
mosque; 
committee for 
vill~e welfare 

Micro enterprises 

--Houseilolcr·------·-·cTtfzen-!Vofeti _____________ Mem-fiii'---:-------·----cUSfomeiidferitl--
taxpayerlpanakerorc · :b9~~da{y,.-·~· 
services 

' 

Adapted from Uphoff 1986 

According to gtven fr~ework (fig 2.2), voluntary organizations and 

cooperatives comes under participatory sector. They are closely related, with less 
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difference than between local government and local administration, or between service 

institutions and private businesses. Cooperatives involve some pooling of resources -

savings for credit unions, purchasing power for consumer co-ops, factors of production 

for producer co-ops, whereas voluntary organizations (trade unions, women's 

associations, peasant leagues, mothers' clubs, lobbying groups, etc.) aim at advancin~ 

members' interests in some particular respect. 

Fig 1.2 

Continuum of local institutions, by sector 

PUBLIC SECTOR 

Local Local 
Administration Government 

PARTICIPATORY 
SECTOR 

Vduntay I Gooperati\'esl 
Organizatioos 

PRIVATE SECTOR 

Service Private 
Orga1isations Businesses 

....................................... .......... Kindsof toea/Institutions ......................................... . 

Bureaucratic Political Self-Help institutions Not-for-Profit 
(Charitable) 

Profit 
Seeking 

Enterprises 

.............. .. .Rdes of fndividuals in Relation to Dlferent Kinds ofLocai institutions ................ . 

Citizens or 
subjects 

Constituents 

Adapted from Uphoff 1986 

Members 

2.2 : Cooperative Movement in India 

Members Clients or Customers 
beneficiaries 

The Indian cooperative movement has emerged out of the tunnoil, distress 

and dissatisfaction which prevailed during the last quarters of the nineteenth century and 

were direct consequence of the Industrial Revolution. In India the effects of Industrial 

Revolution were unexpected and grave. Some of the leading features were: The village 

industries destroyed at the hands of the foreign machine made cheap articles which 

reduced the national economy of the country and dron~ millions of people out of 
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employment. As a consequence people took recourse to agriculture and hence the 

pressure on land began to increase. Secondly, the continuous subdivision and 

fragmentation of holding arising out of the growing pressure of population on land due to 

an increase in population, laws of inheritance and the extinction of cottage industries 

made agriculture purely an uneconomic venture. Thirdly the capitalistic produ..,tion 

provided the new opportunities to rural landed class for investment in urban areas. 

Fourthly, in spite of an ir1crease in the prices of agricultural produce, the parasitic growth 

of middlemen checked the small producer from getting his due share of the rise, while he 

was paying very high prices for the articles of his own use purchased from outside. 

Fifthly, the new debt legislations entirely changed the lending and the borrowing system. 

Formerly the debt could be extinguished only by the repayment and it passed from father 

to son for three generations, but now a debt stood extinguished, if it was not paid for 

three years, but could be extended by the court, if the debt was secured by a registered 

mortgage of land holdings. To ensure the safety of their loans, the creditors began to 

purchase land with the result that very soon a large number off peasant- proprietors were 

converted into mere tenants. Sixthly, the change in the method of payment of land 

revenue from cash to kind, kind to cash, had thrown the cultivator into the grip of the 

moneylenders who lent money either at exorbitant rates of interest or by purchasing the 

crop at an extremely low price, thus making in every case, the poor farmer still poorer. 

Finally, with the expiration of village panchayats and with an expensive procedure of 

law, dishonesty and unscrupulousness became the leading feature of village transaction. 

All these causes dashed the self-sufficient village economy. Further vagaries of 

nature, Ignorance, illiteracy and absence of practice of thrift made the peasants 

conditions more miserable. This led to great disappointment and dissatisfaction among 

T\-i-17427 
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peasants against prevailing conditions. It manifested in peasants revolts which compelled 

the British to look for some reform model. It was in 1892 that the idea of starting Co-

operative societies was conceived. 

' Subsequently, British appointed F Nicholson to study the working of 

cooperative movement and find out the possibilities of organizing a system of 

agricultural credit societies. He submitted his report in 1899 recommending Raiffeisen 

modeP of German agricultural credit Cooperatives for India. In the meantime cooperative 

movement gathered some force. As a follow-up of that recommendation, the first 

Cooperative Society Act of 1904 was enacted to enable formation of "agri1-ultural credit 

cooperatives" ·in villages in India under Government sponsorship. With the enactment of 

1904 Act, Cooperatives were to get a direct legal identity as every agricultural 

cooperative was to be registered under that Act only. Thus the co-operative movement in 

India may be said to begin with the passing of this act. This act suffer from the defect that 

it gave no legal protection to cooperative societies other than credit. The law only 

allowed primary(local) cooperatives to form without the right to federate or to form 

unions or federation. As a result movement could not make much headway. The Indian 

Co-operative Credit Societies Act can be classified as a "development law". It was not a 

mirror of social and economic reality prevailing in India, regulating the current state of 

affairs and providing for the resolution of potential conflicts, but rather a law meant to 

serve as an instrument for achieving or encouraging the achievement 3f an envisaged 

(planned) result, nan1ely the formation of rural and urban co-operative societies of the 

Raiffeisen type . 

Railli:iscn cooperatives arc based on the principles of Self-help, Self-Administration. Self-responsibility. Voluntarincss. 

Open Mcmhcrship and Members promotion. 
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They were different from existing self-help organizations in many ways: 

• Co-operatives were meant to facilitate transition from subsistence farming and barter 

towards a market and money economy, 

• The proposed model was based on European values like equality and democracy (one 

member - one vote), election of office-bearers for a limited term of office and under 

democratic control (as opposed to decision making by consensus and subtle forms of 

social control). 

• The new law gave government a role in generating social cohesion and stimulating joint 

socio-economic action with some degree of autonomy and liberalism, while - under 

colonial government - private group activities with political objectives were strictly 

controlled or prohibited. However, autonomy of co-operatives was only granted with 

strict limitations 

The 1904 Cooperative Sqcieties Act was repealed by 1912 Cooperative 

Societies Act which provided formation of Cooperative Societies other than credit. The 

new act gave a fresh impetus to the growth of the movement. By 1914-15 their number 

increased to more than 12 thousand, with 5 lakh members and a working capital of five 

crores. The movement also diversified with new type of societies like marketing, service 

also came into being. In 1914 government appointed Mac lagan committee in order to 

. review the movement so that it can be developed along the sound lines. Committee made 

the far re~ching recommendations. It observed that the people looked upon co-operatives 

as government agencies; and therefore, emphasized that the urge towards co-operation 

should be, as far as possible, spontaneous. It also emphasized the need for thorough audit 

and supervision of the movement in order to prevent bad management and embezzlement 

and to inspire confidence in the investing public. Till 1919-20, there was a steady growth 
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and the number of societies increased to 28 thousand, the number of members to 11 lakhs 

and the working capital amounted to more than 15 crore. Under 1919 Administrative 

Reforms act, Cooperatives was made a provincial subject making each province 

responsible for Cooperative development. In 1930s due to the depression agricultural 

prices had begun · to register downward trend and consequently income of the 

agriculturalist also declined. Efforts made in this period to consolidate and rehabilitate 

the movement rather than to expand it. It led to greater official control. 

A-new impetus came with the creation of the Reserve Bank of India with 

Agricultural credit department in 193 5. One of the main functions of the department is to 

help the cooperative movement to grow. The cooperative movement also got political 

support when Congress first time declared that "an effort should be made to introduce 

cooperative farming" in agrarian program adopted in Faizpur session 1936. Under the 

influence of rising demand of peasants for radical land refonns (as reflected in Kisan 

manifesto of All India Kisan Sabha) Congress leadership reluctantly declared abolition of 

intennediaries between cultivator and state so that cooperative or collective farming can 

follow. 

In 1942, the British Government enacted the Multi-Unit Cooperative Societies Act, 

1942 with an object to cover societies whose operations are extended to more than one 

state. The Second World War has its own effects on the movement. There was rise in 

agricultural prices, and the farmers had more money in their hands. They, therefore, paid 

off their debts both to the societies as well as to the money lenders. As a result many 

credit societies became redundant. Cooperatives also diversified in order to meet the 

needs of the war like consumer societies emerged for food rationing, industrial 

cooperatives were also organized. 
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With the political independence of India cooperative movement entered into 

new phase. Now it has got legitimacy from the largest political party of India. From now 

on cooperatives were not just seen as an institution to deliver vital supplies. They became 

important component of state's plan for democratic and peaceful social transformation of 

the society. As the draft outline of First Five Year Plan suggest : 

"In order to change the character of Indian agriculture from subsistence farming to economic 

fam1ing would require the reorganization of agriculture into relatively larger units of management and 

production than existing holdings. The ultimate objective was described as cooperative village 

management, under which all the land in the village is to be regarded as a single farm." 

Political leadership refuted both the capitalistic and communistic 

path of econom1c development. It was reflected in broad political objectives and 

economic program defined first time by All India Congress Committee in Nov 1947: 

"Our aim should be to evolve a poli~ical system which will combine eftlciency of administration 

with individual liberty and an economic structure which will yield maximum production without the 

concentration of private monopolies and the concentration of wealth and which will create the proper 

balance between urban and rural economies. Such a social structure can provide an ·alternative to the 

acquisitive economy of private capitalisn1 and regimentation of a totalitarian state." 

This was the first official statement by the national leadership of 

the "third way" in economic development. Subsequently, the development process was 

considered in broader terms than economic growth to include ideological preferences for 

the establishment of an egalitarian, decentralized, and cooperative pattern in agriculture 

and the rapid expansion of public ownership in the basic industrial sector. 

The influence of Gandhian and Nehruvian ideas greatly detem1ined 

such policy orientation. Gandhi was a great proponent of civilizational view of India and 

he firmly believes in the sanctity of traditional institutions of family, kinship and caste. 
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At the same time he developed aversion to industrial society. He glorified the village 

community life and caste system in its pure form without hierarchy. 

Traditional institutions according to him were reservoir of moral and ethical values 

which are not found in modem society. His doctrine of trusteeship propagates the idea 

that upper classes are not exclusive owner of wealth but they hold it for welfare of poor 

people. Thus in order to pull out the poor from vicious cycle of poverty the revival of 

village solidarity in institutionalized form of cooperative was needed. The India of my 

dreams, wrote Gandhi," would express the ancient moral glory." Nehru also identified 

this vital and enduring element in Indian society that had preserved India's cultural 

stability against foreign invasion and colonial rule, in the system of social organization 

fim1ly rooted in the group ideal (The Discovery oflndia). 

Gandhi's commitment to non violence as a strategy of social change refuted 

class struggle as not suited to Indian conditions. Overall according to Gandhian way 

"when the approach of class conciliation embodied in the trusteeship doctrine, combined 

with an indirect attack on the causes of exploitation through the Constructive Program, 

had both immediate and long-term political and social advantages over class struggle 

methods in Indian conditions". Practical implication of implementing the Gandhian ideas 

was to separate the question of social reforms from political issues. And this was done by 

planners in different policy measures. For example Community Development Program 

was precisely nonpolitical approach to social reforms avoiding the destabilizing effect of 

class conflict. At the centre the Community Development program was a plan to establish 

cooperative and panchayat institutions that aimed at reconstructing the whole village as 

the primary unit of economic and political action. 

Nehru was the proponent of modemist view of India as well as democrat. 
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Though he had some disagreement with Gandhian ideas particularly on Industrialization, 

,· 

he was· convinced that through democratic means of universal suffrage and election 

would create the political pressure from below to accomplish peaceful implementation of 

social reforrils. Accordingly cooperative and panchayats were reconstituted on new 

( 

principles of universal membership and adult suffrage. Over time, they held the 

revolutionary potential of redefining the effective village community to include all 

families regardless of caSte, and of shifting the balance of economic and political power 

away from the -landed upper castes toward the low-status peasant majority. Nehru 

supported the large ~cale industrial development under the public sector. In order to 

finance this project large scale investment was required which could be generated from 

rural sector after agrarian reorganization. 

Cooperatives were suited to this purpose of mobilization of agricultural surplus by 

increasing productivity through efficient use of available land and labor resources with in 

the rural sector. Thus there was an economic rationale for reorganization of agrarian 

structure on cooperative basis. 

In the early post-independence strategy of agricultural development, land 

reform was to be complemented by Community Development and the National Extension 

St(nrice, to build the rural infrastructure and to introduce new techniques. Nehru was 

·' · deeply committed to this program. That earlier strategy was also in line with influential 

ideas emanating from the , US wheh·, the philosophy of community development a 
.· . '. . \ . . ' 

. . \ 

National Extension Service was much in vogue. Objective evaluations of the progress of 

the Community Development Projects did not, however, give the optimistic assessment. 

Government concerned with the under-performance of the cooperatives which under lied 

Community Development program dispa1cbed the two high powered delegations, sent at 
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the same time in July 1950s, to China to study Agrarian Cooperatives and Agricultural 

Planning, respectively. 

The Reports, not surprisingly noted that the remarkable Chinese success derived 

from their tnmsformatiori of the rural class structure and that little could be expected in 

India without similar charge: 'To create an atmosphere favorable to the formation of 

agrarian cooperatives the atmosphere should be one of equality and non-exploitation. In 

creating such an atmosphere, land reforms will play a vital role." This view was 

reiterated by many influential advisers of the Government. Daniel Thorner, for example, 

wrote: 'But the success of rural cooperatives presupposes a modicum of social equality, 

political democracy and economic viability among the villagers. These preconditions 

have not been present in village India. (Daniel Thorner 1956) 

In the question of land reforms there was great disparity on the principles 

cherished and actual implementation of those principles. As Hamza Alavi2 points out 

"The story of land reform in India is one of progressive attenuation of radical 

commitments that embodied the populist ideology which was then being proclaimed by the Congress 

. . . 

demanding restoration l?( land to the tiller and the abolition of all intermediaries between the cultivator 

and the State. The legislation was passed, separately and d[flerently by the different state legislatures. At 

the state level, however, the power of landowners was greater than a' the national/eve/ and, im>ariably, a 

watered down version £?(the initial proposals appeared in the legislation which, in turn, was implemented 

indifferently by a bureaucracy which itself was not uninvolved with the interests of the landowning 

classes". 

Despite of being aware of preconditions for success of 

cooperatives political leadership avoided the quc'ltion of full fledged land reforms under 

the pretext of its impossibility in prevailing political economy. As in agrarian economy 

Land confers power and reform policy must work through that very system of power to 

2 
Alawi, H (1975)," India and colonial mode of production", EPW, Vol IO.No. 33/35,p 1237. 
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restructpre itS base (Herring 1983)~·. This remained the fundamental shortcoming of 
• J ,_.. 

cooper4tive policy. 

The All India Rural Credit Survey Report, 1954 of RBI was 

watershed in "history of Indian cooperative movement. It recommended ·the p~omotion of 
( 

cooperatives as a 'State policy in the development of various economic activities 

supporting agriculture. It also suggested Governments assistance by way of grants, loans 

and personnel as a soiution to the failure of cooperatives. It paved the way for 

officialization and bureaucratic control on cooperatives. 

Government also sought to help cooperatives by purchasing shares. That made a 

Government ·a. member of the cooperative. Often Government shares substantially 

outweighed the shares of the actual members. When the performance of cooperatives and 

leaders, now endowed with Government shares, fell short of expectations, the 

Government felt the need to exercise more control. It places nominees on the boards and 

then more nominees and then superseded the boards and replaced them with officials 

entirely. 

Survey also recommended a blue print of cooperative credit- short term, 

medium term, and long term, and a thfee -tier structure of cooperative credit institutions-

Pr~mary Agricultural Cooperative ·societies (PACS) at the village level, District Central 

. Cooperative Banks (DCCB) at the District level and State Cooperative Banks(SCB) at 
. / 

the apex level for short term and medium credit and Land developmet.t · Banks at the . 
. ' \' .. 

tehsillevel and state level development banks at apex level for long term credit. It further 

recommenued that cooperative credit should be linked with cooperative storage, 

marketing and processing. For the latter functions it recommended setting up of the 

National Cooperative Development Corporation and Cooperative Warehousing 
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Corporation. 

Till the Third five year plan institutional changes particularly the 

organization of village cooperatives and panchayats, was once again assigned the central 

role of rural· resource mobilization. Other critical issues' beside land reforms. with regard 

to success of cooperatives like introduction of state trading in food grain, linkage of 

cooperatives remained unanswered. Also "cooperation" being state subject led to lack of 

coordination in cooperative policies. This hampered the uniform development of 

cooperatives all over the country. 

Abandonment of social goals of equity and justice in economic policy from 

Fourth plan onwards gave a further blow to cooperative movement. Capitalist mode of 

agricultural development changed the overall environment of cooperatives. The popular 

character of cooperatiw further undermined due to increasing inequality rural areas. The 

1969 report of the All-India Rural Credit Review Committee revealed both the slow 

growth of the cooperative movement relative to plan targets and the continuing 

disadvantages suffered by the small landowners and tenants in gaining access to the 

limited credit that was available. 

The development fostered by the first three Plans was carried forward and 

successive Plans made necessary provisions for management spbsidy and share capital 

contribution; and in the seventies and eighties recommended strategies for correction of 

regional imbalances and reorienting the cooperatives towards the under-privileged .. The 

fast but artificial spurt in growth of cooperatives arising from this planned State 

sponsorship also resulted in undesirable elements entering the cooperative arena. In 1965, 

the Mirdha Committee recommendations regarding determining genuineness of 

cooperative societies and measures to. \~'eed out non-genuine societies and eliminate 
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vested interests resulted in amendments in cooperative legislation in most states, which 

went overboard in their anxiety to introduce perceived necessary stringency in laws, and 

in the process destroyed the autonomous 

and democratic character of cooperatives. 

In 1984, the Government of India enacted a comprehensive Act known as Multi 

State Cooperative Societies Act, 1984, which also repealed the Act of 1942. The process 

of privatization and liberalization of the economy was initiated in 1990.With a few 

Committees having put their minds to fmd solutipns to various cooperative issues, there 

was a growing concern about cooperatives and the need for them to be given a level 

playing field if they were to compete with the private sector. The Brahm Parkash 

Committee, appointed by the Planning Commission to suggest future directions for the 

cooperatives and finalize a Model Bill, submitted its report in 1991. It recommended i) to 

facilitate building up of integrated co-operative structure; ii) to make the co-operative 

federation organizations responsive towards their members; iii) to minimize government 

interference and control in the functioning of co-operatives and iv) to eliminate 

politicization from the Cooperative sector. It also framed the draft Model Cooperative 

Law, which was circulated to all State Governments for their consideration and adoption. 

In tune with the changed scenario, the Eighth Five Year Plan laid emphasis on building 

up the cooperative movement as : a self-managed, self-regulated and , self-reliant 

institutional set-up. From the Nin(~ Plan onwards, there has been no important mentio~ 
\ . 

about cooperatives as a part of the Plan. 

In 2000, the Government of India also enunciated its National Cooperative Policy to 

ensure Cooperatives functioning as autonomous, self-reliant and democratically managed 

institutions, accountable to their members. The Multi-State Cooperative Societies Act 



32 

was modified in 2002, in keeping with the spirit of the Model Act. It provided for 

democratic and autonomous working of the Cooperatives and came into force with effect 

from August 19, 2002. Various development activities in agriculture, small industry 

marketing and processing, distribution and supplies are now carried on through co

operatives. The co-operatives in India have made an all-round !1rogress in terms of 

numbers, membership and scope. But it could not make progress in fulfilling its 

fundamental objectiYe of bringing equity in society by improving the state of majority of 

the poor and marginalized. 

2.3: Literature Review 

Limited research studies are available on the subject of present study in particular 

relation to cooperatives. Therefore an attempt is made to critically examine the relevant 

literature concerning the Participatory Development and Cooperatives as a whole which 

will add to conceptual clarification. 

Democratic ideals have been the dominant theme in organization of human 

society since last century. Though there exist variation in implementation of these ideals 

from society to society yet one thing remains common among them is the 

acknowledgment of the primacy of ruled(people) over ruler(state).The essence of . 

democratic ideals is that in collective decision making ,the decisions affecting an 

association as whole, should be taken by all its members, and each should each have 

equal rights to take part in such decisions [Beetham 0,2006] . This ideal is applicable in 

all type of associations ranging from political,economical,social to cultural. The idea of 
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'participation ' naturally comes from the democratic ideals. It is also rooted in the cultural 

ethos, particularly in ancient institution of 'Sabha' and 'Samiti'. The ability of people to 

participate in social decisions that has been in practice particularly since the French 

Revolution, as a valuable characteristic of good society[Sen 2008]. Participation is also 
' 

considered as desirable because it is intimately connected with demand for equality. 

Related to the idea of 'participation' is the idea of 'cooperation' .According to Carl 

C Taylor, a sociologist there exist three different types of of human behavior: co- . 

operation, conflict, and competition In conflict, the motives or actio~s of contestants are 

opposed; in competition, they may be opposed or parallel; in co-operation, they are 

parallel and mutual. He goes on to state that people believe progress is made only 

through conflict. Others feel that competition is the main stimulus to individual and 

social action. He cites several studies to show that persons "perform at higher levels of 

attainment in group situations than when· working either alone or in competition with 

others"3
. Co-operation is one of the most frequently used words in today's world, as one 

hears about co-operation between governments, businesses, universities, governmental 

units and other groups. Apparently, they believe they can accomplish more by working 

with others, than by working alone. However, co-operation is not new concern. ~ince the 

beginning of human society, they have have promoted co-operation in all walks of life. 

Interdependence and mutual help have been part and parcel of human life. Co-operation 

is, therefor, older than any other movement. Early human co-operated in killing large \ 

animals and in mutual protection. 

Both'the ideas of 'participation' and 'cooperation' have existed throughout the 

history of human society but their institutionalization in public life took place lately. 

1 Datta K Samar,"Cooperatives in Agriculture",Vol 24,Chapter l,p I. 
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Emergence of welfare state with the ideology of 'development' in the last century 

preceded the origin of paradigm of 'Participatory Development'. Since then, the term 

participation has been attached to very different sets of practice and objectives. For 

example, participatory strategies were used by colonial governments as safety valve to 

silent colonial subjects demanding space. The Post-colonial developmental state in its 

search of legitimacy and accumulation is sought for the participation of people through 

contribution in the form of labor, cash or kind. Development institutions like World 

Bank, International Monetary Fund and other international donors are also advocating the 

beneficiary participation in the service delivery, which mainly validates many of the 

'imposed' programmes. The proponents of Structural Adjustment Programme (SAP) also 

promote participatory approaches, as it corresponds with the minimal role of the State 

and enhanced role of non-state actors like NGOs in the developmental process. Even the 

post-0.evelopment thinkers favour participation for it leads to self-sufficiency and 

independence of the community from the state. Lastly,there are innumerable social and 

voluntary organizations that haYe been mobilizing people to rise. voice their grievances 

and demand the accomplishment of their wants from the governing sections. 

The Policy encouraging participatory development have been around for a long 

time-like the community development programmes in 1950s. However, it was only from 

1970s onwards that such programmes were pushed by governments and NGOs [ Gujit 

and Shah 1998]. The failure of the State to deliver the benefits of development to 

marginalized section of the society and increasing economic disparity between different 

section of the society and their exclusion, prompted the policy makers to rethink about 

the ongoing strategy of development. Critics argued that 'nom1al' development is 

characterized by bia:;es which are disempowering fR Peets and M Watts 1996]. These 
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biases are Eurocentrism, positivism, and top-downism [Escobar]. The overarching 

tendency is to equate development with 'modernity' which means the modernity as 

achieved by 'western' societies [Schuurman]. Hence, development meant copying these 

'advanced' countries through rational planning by experts. The top-down, centralized, 

technical and bureaucratic planing for development was critically examined. The 

consensus emerged in academicians as well as policy-makers about the limitation of the 

existing paradigm in which people were viewed as beneficiary and state as benefactor. At 

the same time need for involving the people in the developmental programmes at every 

step from inception to execution was felt. This strategy gave eminence to peoples 

participation ·at grass-root level in decentralized micro institutions related to their 

economic,political and social needs. Their existed a large followers as well as critics of 

participatory development model. 

Different advocates gives different definitions of Participatory Development. What 

one sees are different ideologies which reflect the broader goals that participation might 

achieve. If people participate, what are they aiming to gain by participating (Giles 

Mohan, 1999]. The advocates of participatory model belong to the two categories: one 

who views participation as a means of achieving institutional efficiency, and the other 

which sees participation as furthering the goals of empowern1ent, equity and democratic 

governance. Thus forn1er understand participation as an instrumental means to the ends 

that vary from institutional efficiency [Putnam 1993] to state-defined public interests 

[Craig and Mayo 1995]. The latter concerns itself with the role of human agency in 

policy and political change. The emphasis here is on empowerment of those who are 

affected by these policies along with an equitable distribution of costs and benefits 

among them. Participation in this case become a goal itself. There is an emergence of 



36 

third category of advocates have emerged who are post-modernist. They see participation 

as part of a more transformative agenda [Esteva and Prakash (1998)] which might be 

anti-developmental. That is, 'development' itself is flawed and only by valorising other 

non-hegemoruc voices can meaningful social change occur. Despite these differences, 

there has been a growing acceptance regarding the importance of local involvement. At 

the root of this 'consensus' is the belief in not relying on the state- the prime institution of 

modernity - for development. So, it is not coincidental that Participatory Development 

gained popularity around ·the same time as the neo-liberal agenda have been implemented 

with its emphasis on self-help and individualism [Toye, 1987]. 

Putnam's work, -Making democracy Work pioneered in making the case for 

'participation for efficiency' approach. In this work he suggested that active participation 

of citizenry and social capital4 is imperative for successful functioning of democratic 

institutions. The idea of social capital and civic participation providing the raw material 

for successful policy-making was soon picked up by influential policy institution like the 

World Bank. Along with other international doners, World Bank started to promote the 

participatory practices in implementation of the developmental programs particularly 

those funded by them. Various studies advocated the Participatory methods in improving 

the-efficiency of the program in different ways. According to one study these methods 

often cost less in the long run and are consistently more effective ·at getting assistance 

where it needs to go [Blackburn 1998]. Such methods were also found to be unmatched . \ . 
\ 

in fostering sustainabi1ity, strengtherung loeal self-help capacities [Chambers 1992] and 

in improving the status of women and youth [Clayton, Andrew and Oakley 1998]. Close 

examination of these studies suggest certain methodological shortcomings. They reflect 

4 It is defined as by Robert Putnam as "features of social organization such as trust,norms and networks 
that can improve the efficiency of society by facilitating coordinated actions","Making Democracy 
Work",p 102. 
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the point of view of the funding agencies rather than that of the local population, leading 

frequently to "standardized" solutions. They have used complex statistical techniques to 

map the needs and demands of the community without considering how these need and 

demands are created by system. This approach look the community as an undifferentiated 

cohesive whole ignoring the fact that community like other human collective, is a space 

of internal differentiation, contestation and power differentials [Ellora Puri 2004]. They 

overemphasize on the idea of social capital as panacea for everything, they seem to 

ignore the existance of what others have called the bad social capital [Foley and Edwards 

1996]. They also privilege the idea of voluntaristic networks of associations ignoring the 

fact that most collective action that takes place at the community and local level is based 

on ascriptive affiliations such as caste, religion, and tribe. Agency based participation 

approach have derived its theoretical foundation from Sen's work on functionings, 

capabilities and entitlements5
• According .to it the basic objective of the development 

should be the expansion of these capabilities for their intrinsic value. So,development 

policies should not view people as the 'means of production' but as an 'end' in 

themselves. Hence Development can be meaningful only when it is accompanied by 

people participation. This approach with their emphasis on equity,empowerment and 

people's voice is better equipped to deal with the shortcoming of viewing community as 

homogenous entity and its iniquitous consequences when development program is 

implemented. Sen in his discussion on the entitlements6
, says that individual is exposed 

to unequal treatment when the exchange entitlements she/he has is not sufficient for 

meeting the basic necessities of his/her life. These entitlements are in turn, oetermined by 

In Sen's words, the "the life of a person can be seen as a sequence of things the person does, or states of 
being he or she achieves, and these constitutes a collection of'functionings' -doings and beings the 
person achieves .'Capability' refers to the alternative combinations of functionings from which a person 
can choose". Sen (1999),"Development and Freedom", p 75. 

" Entitlements are defined as basic ownership relationships that we are legitimately entitled to [Sen 
1981]. 
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his/her particular place-especially gender and class-in society. Even then this form of 

Participatory approach have been criticized. on the account of narrow conception of the 

entitlements by the Sen. It only take into consideration legal entitlements I.e only formal 

one, ignoring the informal entitlements like power and difference. As Gasper (1993) 

' . 
points out: "Beyond legal rights, effective access within community based institutions 

typically depends not only on formal rules but on particular relation-ships of authority 

and influence". 

Participatory Development approach has i.ts own share of critiques too. Different 

arguments put forward against this approach have been based on variety of studies on 

functioning and. implications of community based developmental interventions. Most of 

studies on this subject are confined to the institutions either related with local resource 

management or grassroot democracy like Panchayats. Very few studies exist which 

evaluates the functioning of the cooperatives on the parameter of authentic participation 

of community. The most widely prevalent critique against participatory approach have 

been its inability to capture the reality of dynamics of community participation . They 

exclude the inherent hierarchies, power differential and socio-economic disparities in 

local communities [Puri 2004]. The ~ommunity whose participation are sought in the 

development initiatives (like · Cooperatives,Panchayats, resource conservation 

-programmes) are not homogenous in terms of social,economic and political power.-There 
/ 

exist a wide inequality in distribution of,socio-economic resources like land, wealth-and ' 
\ ' . . . i 

\ . 

status. Also gender relations. As a result any benefits arising from participation do not 

accrue equally among them. Certain section of the community like those belonging to the 

lower strata like poor,SC,ST and women are excluded from the participatory exercise. . 

Some criticism also points out to the political economy of participatory development. 
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Pointing out to nature of acceptance of participatory development they state that it is not 

being adopted in practice anywhere in a way which leads to major structural reforms and 

the transfer of resources away from those vested interests that control dominant social 

and political structures towards 'underprivileged people. Dominant lobbies in countries 

from south are accepting Participatory Development as at best a poverty alleviation 

strategy, to be implemented sporadically at the micro-level, and then only by mobilizing 

the resources of poverty groups themselves, supplemented by donor support, rather than 

redirecting the -mainstream of development resources to promote PD on a national scale. 

Mainstream development efforts supported by the great bulk of foreign development 

assistance remains very much non-participatory, and poverty-augmenting rather than 

poverty-alleviating [Rehman 1995]. They have also questioned the credit programs of 

participatory nature. According to them these are the process of transforming resources 

from the wider society to the affluent. They rebuke the regular financial institutions at 

grass root level that they channel the society's savings into affluent and socially powerful 

hands even having a low repayment record. It is despite of evidence that with group 

liability and appropriate institutional support, low-income direct producers are excellent 

borrowers. Credit to the assetless and asset-poor are provided, if at all, by special 

programmes funded by limited donor grants more as humanitarian initiatives than as a 

part of a national development strategy. Taken together, such mainstream development 

strategies, controlled as they are by these vested interests, can only be expected to 

increase the 'flow of poverty',in the context of which participatory development as a 

marginal activity supported by limited donor finance may play the role at best of a 'safety 

net' to keep social discontent in check [Mayo 1995]. These critical evaluation of 

Participatory Development paradigm have· adopted the macro view in its analysis. They 
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have taken a very cynical. view of -participation assuming it only takes place in the 

programmes initiated by the donor agencies. Nevertheless these criticism have played an 

important role in distinguishing the authentic participation from participation based on 

model imposed from above. 

The norm of 'cooperation' lies t>t the foundation of the human progress. 

Traditional and informal forms of co-operation have been in existence in society since 

time immemorial. It took long time to take 'cooperation' norm into institutional mould 
. . 

until the origin ~-f Cooperatives. However concept of 'cooperation' is much older and 

broader that cooperatives. As Rajagopalan (1996) has rightly remarked, "A co-operative 

is only one' organisational mode available to people for co-operation, which is a basic and 

broader aspect of behaviour". 

Cooperatives in its modem form was started by the people in Britain in 19th 

century. It was started as grass-root initiative to fulfill some socio-economic needs. As 

already mentioned cooperatives are expected to perform many economic and social 

functions. As far as economic task is concerned it is believed that cooperatives can 

eliminate market insufficiencies and market inequalities in order to overcome economic 

dualism. Through the creating of their own s~pplies organizations and marketing 

organizations and with their superior knowledge about the market, co-operatives are able 

to eliminate middleman's monopoly positions in terms of sales and demand. Based on 

resulting higher prices for sales ana lower prices for purchases for the members of rural! 

co-operatives, this would result in stimulating a development away from subsistence 

economy and towards an economy based on the division of labour. In connection with 

capital formation by savings and the granting of credits, co-operatives could assume 

important functions as well. A co-operative owing to the greater liability of the members, 
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could get credits from the state more easily, and could give them to its members under 

favorable conditions in order to facilitate innovative investment improving productivity. 

Similarly, cooperatives assume the important task to improve the productivity of the 

production factor 'labor' by education, consulting and training. Social function that could 

be assumed by co-operatives are their role in overcoming S"cial disintegration by 

consolidating the idea of self support and the resulting improvement of economic and 

social conditions for marginal group of population. Through creating new jobs in the 

countryside and a higher in come owing to co-operative activities, co-operatives can 

prevent a migration to the towns and thus halt the decay of villages and the emergence of 

an urban proletariat (slums). The political effects to be expected from co-operatives in 

developing countries are to create preconditions, through their basic lines and principles, 

for educating the people systematically in the sense of political self-administration and 

self-responsibility. This political maturity is the precondition for the functioning of 

democratic parliamentary institutions. Also autonomous, organized co-operatives are able 

to hamper radical political developments. 

International Cooperative Alliance (ICA)7 defines co-operatives as "an autonomous 

association of persons united voluntarily to meet their common economic, social, cultural 

needs and aspirations through a jointly-owned and democratically-controlled enterprise". 

As it is clear from the definition tha! working of Cooperatives as an organization pre-

supposes the participation of its member. Even of the seven guiding principles adopted 

by the ICA for functioning of the cooperatives the democratic member control is 

considered as most important. It underlines the importance of participation. This 

participation can vary from just nominal membership in the group to having an effective 

7 The International Co-operative Alliance (ICA) is a non-governmental Co-operative Federation 
representing co-operatives and the co-operative movement worldwide 
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voice in the decision making process. 

It has been argued earlier that despite of ideological differences over the aim of 

Participatory Development approach, participation has always been considered as 

desirable in order to realize the goal of socio-economic development o(the marginalized 

sections through grass-root institutions. But ironically mainly those inst:~tions which 

have started by the non-state actors like NGOs and people themselves are tested on the 

parameters of authentic participation. Cooperatives in India are state sponsored 

institutions. With the growing emphasis on participatory development Cooperatives 

assumes great importance. According to one Cooperative researcher," Cooperatives are 

basically voluntary and participatory organizations. They are also one of the few 

instruments in the hands of the weak and the poor to survive in the changed world order. 

Owing to this co-ops have acquired a great relevance and salience"(Baviskar , 1996,pg 2). 

The Indian Situation 

There is a great variations found in the type of cooperatives in India. Cooperatives 

exist at different levels like primary (grass root), district and state. In Primary 

cooperatives people are directly members of it and control it. Cooperatives are broadly of 

two types. Credit and Non-credit. Both can be further categorized into Agricultural and. 

non-agricultural. More than 70 percent of primary membership is concentrated into 

Primary agricultural credit societies (PACS). Total membership of Cooperatives at all 

levels is 242 million out ofwhich 176 million are members ofPACS8
• 

8 Source : Indian Cooperative Movement, A Profile 2006. published by NCUI. p 32. 
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PACS are democratically governed financial institutions which mobilize the internal 

financial resource of the community to lend the short term and medium term credit to its 

members in need. It t\mction on the same principles9 as other cooperatives. 

Given the spread of cooperatives in tem1s of membership (242 million) 

democratically controlling more than 6 lakhs institutions, the issue of participation 

assumes utmost importance. In order to understand the nature of work so far have done 

on cooperatives reference to the Sen's conceptual frame\vork for Democratic 

participation is important. Sen 10 have elaborated on the foundations of democratic 

practice as facility(functional democratic institutions), involvement(informed public 

engagement with these institutions). and equity(a fair distribution of power). 

Emphasizing particularly on·equity. he considers social inequalities as most undermining 

factor for the democratic institutions. Issue of equity is also intimately related with 

involvement or participation. Most of the studies 11 on Cooperatives have tried to evaluate 

the Cooperatives etlicacy on the parameters of efficiency I.e on facility. Following the 

classical modeL these . studies have overemphasized on the economic aspect of 

Cooperatives ignoring the participatory aspect. Their conception of major factors 

affecting Coopcrati,·e functioning unvaryingly comes out to be organizational like lack of 

professionalization. poor resource base. poor loan recoveries (in case of credit co-ops), 

slow progress of computerization etc (Jain 2003). There are some studies on equity which 

inquired about problem of cooperative action in stratified society like India, along with 

the question whether cooperatives contribute to\vards equalization of opportunities. They 

ICA have adopted the seven basic principles for cooperative functioning. They are Voluntary and open 
membership, Democratic member Control, Member economic participation, Autonomy and 
Independence, Education, Training and lnfonnation, Cooperation among Cooperatives, Concern for 
community. Cooperative Principles are set of basic guidelines by which cooperatives put their values of 
Self help, Self-responsibility. Democracy. Equality. Equity and solidarity into practice 

10 Sen and Dreze. india Development and Participation. 2008,pg 353. 
11 Studies undertaken by NABARD.RBLPlaning Commission. 



44 

are from Attwood (1987), Batra(l983), Bandyopadhyay(l985),Baviskar(l980). There 

have been few studies which analyze the question of democratic participation in 

cooperatives like Baviskar(1988), Shah(l992), Bokil(1989), Velacherry (1988), Nair and 

Sundersan (1992), Rajagopal (1988), Reddy (1991), Apte (1991). Studies on PACS (to 

which two-third of cooperative primary membership have been associated) on the 

question of participation are very few. 

In words of M Digby "What distinguishes co-operatives belongs partly to ends 

-
and partly to means". This idea underlines the intimate coimection between the Sen's idea 

of involvement (participation) and equity in functioning of democratic institutions. Study 

by Attwood (1987) on cooperative sugar factories of western India indicates that high 

level of inequality in the villages of catchment area of sugar factory precludes presence 

of any traditional solidarity. Hence participation of small and large fanners is based on 

selective alliance. These alliances are fonned to overcome any technical obstacle in 

production Hence it is not cooperative spirit that helped the farmers of two different 

class to associate. In this case inequality as an obstacle to cooperate has been overcome. 

This finding is illuminating in the sense that it shows that cooperation can happen in 

unequal society as well, but serious shortcoming of this study is its failure to find out 

who benefits more from this selective alliance? 

Batra(1983) study on sugar cooperatives in western India throws some light on 

above question. It shows that large and small farmers though fonns selective alliance. 

But this alliance is fully governed by the interests of large farmers. They are able to 

negotiate with the officials of cooperatives to accept their products while small fanners 

could not do so owing to their lower influence and power. Large farmers also gained 

some economic advantage from exchange of services of non-monetary nature with 
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landless, small fanners by appropriating their surplus labour. Thus cooperatives provided 

the informal economic content of social relations as the advantage to the big and 

powerful member. This analysis highlights consequences of inequality for marginalized 

section of society due to cooperatives. Though the study does not specifically say about 

participation, but indirectly it can be inferr~'d that empowerment of small and landless 

which is the goal of participation and of cooperatives too is seriously compromised due 

to inequality. Both the studies above mentioned took place in the agriculturally 

prosperous region of north-western and western India, and they have come about with 

similar finding that inequality though is favourable to privileged section of the 

community in cooperatives, nevertheless not acted as impediment to cooperatives 

participation. But this finding can not generalized to other region with different agro-

climatic conditions and level of technological advancement. 

Bandyopadhyay (1985) study on West Bengal tried to find out why there is an 

absence of cooperative institutions in the region. The study come up with the finding that 

region .with extreme inequalities and agricultural stagnation have impeded any 

cooperative actions. Vertical association 12 as happened in agriculturally developed region 

could not happen because members of upper strata controls dominant share of land 

resource, so they have no incentive to associate with small or landless farmers. 

Horizontal association among underprivileged members v.·hich might have benefitted 

them was routinely sabotaged by village dominant sections. This finding shows the 

importance of equity as a precondition for cooperative action . At the san1e time it 

highlights the role of state in creating the enabling environment for emergence of 

cooperatives. lt is unlike the conception of participatory developm~nt propagated by the 

12 Association among the members of Ji!Tcrc!ll strata of society. It is different from horizontal association 
,-,hie!~ means as~ociation among members of same strata like small tann.:rs. landless etc. 
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donor agencies of west , in which state does not have any role to play. 

These studies address the issue of equity and participation. Equity not only sets 

the precondition for authentic participation but also equalizes the benefits arising out of 

participation. The limitations of participation in this type of cooperative action is that its 

110t likely to change the iniquitous sct;ial ~tructure. This is in consonance with the 

criticism of participatory development paradigm earlier explained that it acted as an 

alternative to radical action taken by the state. Following are the studies undertaken 

specifically on the question of democratic · participation in . member controlled 

organization like cooperatives. 

Baviskar ( 1988) working on organizational functioning of different 

cooperatives, identifies three components which control the organization. They are 

members, professional employees and bureaucracy. For effective participation of 

members it is important that members control the cooperatives and bureaucracy and 

employees compliments their ·efforts. But his observation was that the most widespread 

situation is that of dominance of government bureaucracy. This control is maintained by 

subverting the rules of elections and representation on the grounds of sustainability and 

expertise. He also points out some typi"al example of member control in sugar 

cooperatives of Maharashtra. But this is not a norm. Delineating the implications of this 

scenario he concludes that it impinges on the interests of members of cooperatives 

particularly of those belonging to disadvantaged sections. Bureaucratic control goes 

against the spirit of co-operation. This study stresses on autonomy and freedom of 

members as well as their education and training for turning the balance of control 

towards members. 

Shah ( 1992) have taken the organizational perspective to understand the 
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participation m cooperatives. He delineated the differences tx'tween member-owned, 

owner-owned and investor owned organizations in terms of g~o'Ycrnance structure and 

stressed the importance political process (elections) in creati~o'n of members friendly 

governance structure in cooperatives. At the same time he Str\'~~ed the in~.portance of 

direct elections in popular participation. It usually happens that electoral college instead 

of direct election participates to elect the representative, it dilutes the primary member 

control on organization.· This study does not question the possibility of representatives 

elected from direct election s representing the interests of dominant section of members. 

Bokil( 1989) study analyses the process of particip~nion in terms of member 

control in cooperatiYe irrigation society in Maharashtra. It shows that member control is 

product of a number of factors. The factors conducive to et1l.·~o:tiYc member control are 

egalitarian class composition of the members, higher educational standards, cooperative 

education and training and past traditions etc. Beside it also slwws that the involvement 

of voluntary agency in operation and management of coop~.-rative is favourable for 

effective member. control. The agrarian class structure of the study region was highly 

egalitarian as a result access to the services provided by the cooperative was distributed 

in an egalitarian manner. This had a positive impact on the pro(css of member control . 

As the disparity in landholding, which is the basis of agrarian inequality, was negligible 

as all the members had more of less equal status. Also the woperative rule of 'one 

member on vote' and other norms could thus be effectively operationalized. The effective 

role of education and cooperative training in enhancing the participation is also 

identified. This study is important in tenns of highlighting the positive role of both equity 

and involvement in realization of cooperative goals. 

Another study which interrogate the role of participation through member control 
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as vital for development for cooperatives Is by Velacherry (1988) on Handloom 

Cooperatives in Kerala. The findings states that horizontal association among the 

weavers have promoted the participation of this deprived group in cooperative 

functioning. lt also insured the accountability of representatives and employees for 

effective functioning ·of cooperatives. 

Nair and Sundersan (1991) have tried to find out the political economy of 

members participation in Dairy cooperatives of Kerala. Conceiving the members control 

as complex process, they adopted the framework of analysis that sees economic, political, 

institutional and organizational factors in explaining member control. Their findings state 

that in this case member control was satisfactory due to full member participation in 

elections. Besides, members pressurize the organization from outside political pressure 

by aligning with dominant political party. Political parties saw the opportunity of 

broadeni'lg its political base. By creating outside political pressure organization was 

made to maintain the policies suited to members interests. This study raise the interesting 

question. is weather it is possible to gain through external political support for 

cooperatives ( by compromising the autonomous character ) without being co-opted by 

the outside party. It is not necessary that each member section of cooperative subscribe to 

the external party politics. It will inevitably leads to support of only those policies by 

political party which benefits its followers in cooperatives. 

The synergy between macro'-and micro policy is always important for successful · 

developmental intervention either at grassroot or at policy level. Cooperatives faces the 

similar dilemma as faced by other democratic institutions in India. They function in the 

capitalist economic em'ironment having antagonistic value system like it is based on 

competition . Since macro-environment has capitalist character, it impinges on 
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democratic functioning of the cooperatives. This aspect of the cooperative functioning 

has been dealt in study by Rajagopal ( 1988) on producer cooperatives in Karnataka. The 

finding states that cooperatives can succeed only when the balance between forces of 

cooperation and forces of competition move towards former. This would happen when 

there will be the coordination between the cooperatives and the government. Beside this 

study highlights some other important factors that also hinders member control in 

cooperatives like : lack of participatory opportunity, lack of awareness on various aspects 

of cooperative -work, lack of pre-membership . training, lack of autonomy due to 

government intervention, and presence of vested interests. 

Cooperative function as the unit but its members are divided on the basis of 

socio-economic categories like class,caste and gender. Belongingness to these categories 

affects the participatory bahavior. So in order to better understand the cooperative 

participation, it is essential that sociological analysis of cooperatives is done. RJjaram 

(1983) in his study of milk and cotton cooperatives of Gujrat have adopted the 

comparative sociological analysis of member participation. He_ come out with the 

findings that Cooperatives are inevitably dominated by members of one caste depending 

on their socio-economic conditions in the cooperative operational region. There are 

different implications for members participation on the basis of which caste controls the 

cooperative. If it is controlled by upper caste the participation of lower caste decreases as 

reflected in meeting attendance and vice versa. Also the major share on benefits directly 

accrue to dominating caste. 

The assessment studies on the co-operative credit societies showed that much of 

their credit went to the relatively better off sections of rural society, and the poor 

continued to depend on the more expensive informal sources (Oommen 1984). This was 
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largely a consequence of the prevailing structure of land tenures. Bremen ( 1980) study 

on sugar cooperatives in south Gujarat shows that sugar cooperatives in south Gujarat 

have been successful as engines of large-scale agricultural and capitalist production, but 

have failed as agents of equity. Studies conducted by & Attwood & Baviskar (1987) on 

the effectiveness of co-operatives in agriculture sector show that it is not only the process 

of production and distribution which leads to success or failure of cooperatives in 

different regions of India, but also more importantly, the social system has a bearing on 

the same. Participation of poorer members of co-operatives in decision making was less. 

The rich members used loans and other financial facilities. Most of the co-operatives 

were formed with selfish motives of big landlords. In agriculture and land reforms, a 

strong lobby of agriculture landholders gradually started to dominate in the political 

systems, and made the political decisions in its favour. The poorest of the poor, including 

landless laborers and women in the informal sector, often have been unable to use 

cooperatives as self-help organizations. 

All these major studies mentioned above most have been done on non-credit 

societies. Giving the nature of Primary Agricultural Credit Societies as conceived by 

policy makers as performing function of peripheral nature (like disbursement of loans, 

mobilization of savings and retailing of farming inputs) and heavy dependence on State 

for viability, studies have overlooked the importance of members participation in them. 

Participation is only taken as nominal membership of members and their involvement in 

terms of savings contribution, credit taken, repayment and overdues. Most of the 

literature concerned with the Primary Agricultural Credit Societies have evaluated it 

purely on its economic function. According to Valsamma (2005), there is no agency as 

effective and suitab!e other than a strong and viable Cooperative Credit Societies to 
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alleviate the sufferings of the people under the trap of moneylenders. Study the 

performance of the Primary Agricultural Cooperative Bank, Thanaratnam (2006) came to 

the conclusion that operational difficulties like overdues, diversion of loans for other 

purposes are-- main impediments in making the PACS successful. Similar finding was 

done by Ambhore '(2007) that weak credit system is the key problem of PACS in 

Maharashtra. Nevertheless there are some studies which saw the credit cooperatives from 

the perspective of Participation. Many variables related with cooperatives have been seen 

as the influencing participation like attendance, members size, members contribution to 

cooperatives fund, elections, cooperative catchment area, government interference etc. 

Member-size of cooperatives is directly related with members day to day participation, 

as the member-size increases, the advantage of familiarity between members declines. 

Cooperatives becomes impersonal organization and started to function as official 

institution not as people's institution. A study by Misra(2008) used the same thinking line 

to establish that appropriate member-size is important for functioning of credit 

cooperatives, it is directly related with the peer pressure v.,.hich member generates on 

each other for repayment of loans. FAO study on credit cooperatives (1992) explained 

that member-funds lead to greater member-participation and enhanced cooperative 

perfom1ance. 

Study evaluated the role of various types of funds like share-capital, reserves, 

deposits at disposal of credit society in inferring the members involvement with society.

Similar methodology was adopted by Agarwal and Raju (2002) to investigate the level of 

members participation in cooperatives societies. The central theses was that member 

owned funds, both in terms of quantity and quality, can enhance the control members 

exert on the cooperative. The involvement of members through their capital stake could 
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be at various levels - by the provision of permanent capital, long-term capital and short-

term capital. Study showed that each of these have differing effects on control and on the 

culture and systems of the cooperative. Such an effect on control is expected to directly 

' drive cooperative performance, and indirectly enhance cooperative performance through 

greater usage of the· cooperative by the members. Enhanced cooperative performance in 

tum would satisfy members which is the goal of participation. Reddy and Sekhar ( 1992) 

measured, among other variables, member-control in credit cooperatives .Their 

instrument wa5 --designed to capture the members' perceived influence on liberal 

democratic decisions ( electi<'ns ), as well as on routine and non-routine managerial 

decisions. While the FAO/COPAC Draft Proposal emphasized the use of secondary 

measures of member participation (for instance, voting percentages), the Reddy-Sekhar 

research contributed to the design of a robust instrument for capturing member-control 

and member-satisfaction from individuals: 

Various strands of literature on participatory development and cooperatives reveals that, 

participatory development taken as involvement of stakeholders in democratic institution 

like cooperatives is fundamental to its functioning. To what degree a local institution 

based on member participation could be able to achieve its stated goals largely depends 

ori members consent manifested in their participation at every level of its functioning. 



CHAPTER THREE 

REGION AND STATE WISE ANALYSIS OF 
PARTICIPATORY DEVELOPMENT IN PACS 
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STATE LEVEL ANALYSIS OF PRIMARY AGRICULTURAL 

CREDIT SOCIETY (PACS) 

The first Primary Agricultural Credit Society was organized in 1904 1
• Since 

then these societies have played a sig~ific:::~t role in providing short term and medium 

term credit to the farmers and were indeed, till about early seventies, the only 

institutional credit agency available to the people in rural areas. The importance of PACS 

- ~ 

does not lie only in it being the sole institution providing credit to rural people but also as 

being the only local institution catering to the variety of needs of marginalized sections 

of rural population. Being the local institution based on locality and community links it 

provide the opportunity for collective action and mutual assistance along. with 

mobilizing and managing resources on a self-directed and self-sustaining basis. It is 

different from formal institutions in a way that decisions and activities are not based 

entirely on authority but more on consensus which grows out of discussion and mutual 

understanding. Given.the importance ofPACS in rural development by catering the credit 

needs of most needy section of society, the pmticipation of all the regions become 

indispensable for equitable development. 

Participation in any developmental institution can occur at different levels like 

members, community and regional. Regional level participation involves adequate 

development of PACS in equitable manner. Overall at national level PACS have made 

tremendous growth in numbers and membership, but at regional as well as state level 

The first Cooperative Society Act of 1904 was enacted to enable fonnation of "agricultural credit 
cooperatives" in villages in India under Government sponsorship. With the enactment of 1904 Act, 
Cooperatives were to get a direct legal identity as every agricultural cooperative was to be registered 
under that Act only. Thus the co-operative movement in India may be said to begin with the passing of 
this act 
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their progress have remained uneven~ Since the inception of PACS, regional disparity 

remained an usual feature not only in growth but also in performances of PACS. The 

main reasons for regional imbalances in the development of PACS were unequal demand 

for credit, inactive and non-participating membership, large membership size, large 

catchment area, external dependence for borrowings and high degree of state 

interference in functionings of society. 

Growth ofPACS 

PACS have experienced the phenomenal growth both in numbers and 

membership since its existence. It is evident from the Fig 3.1. the number of PACS 

which was 2.1 lakhs in 1960-61 had gone down to 1.06 lakhs in 2000-0 I. This was due to 

structural reorganization of the PACS by merger/liquidation consequent upon the 

recommendation of the All India Rural Credit Survey Committee (1954) and the All India 
. . 

Rural Credit Review Committee (1969). The membership of the societies has increased 

substantially from 170 lakhs in 1960-61 to 490 1akhs in 1977-78, 812 lakhs in 1989-90 

and.l 090 lakhs in 2000-01 covering about 78 percent of rural households in India out of 

137 million rural households (Census 2001). Members per PACS have grown from 

around 40 members per PAC'S in 1960-61 to 1100 members per PACS in 1999-00. From 
. ' \ 

1960 to 1977-78 , it has steadily increased but later reorganization of PACS resulting in 

decline in number of PACS, increased the members per PACS double fold to around 800 

members per PACS in 1984-85. 
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Fig 3.1 

Growth of Primary Agricultural Cooperative Societies (1.951.-2001.) 
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Regional Disparity in development of PACS 

The distribution of PACS across the country is highly skewed (Map 3.2 and 

Table 3.1 ). There exist a wide disparity in numbers as well as membership in credit 

society. In terms of numbers western and eastern region has highest share of PACS .i.e 

27.9 percent and 26.6 percent respectively. While northern, southern and central region 

has 15.5, 14.1 and 12.6 percent share. North-Eastern region has lowest share of 3.3 

percent in total number of credit societies. Southern regwn has low percentage of 

numbers of PACS but it has highest membership share. Different agro-climatic 

conditions, level of agricultural development, demand of agricultural credit and 

cooperative policies have led t., inter regional disparity in PACS development. 

Similar lop-::;ided development is evident in inter-regional membership of PACS. 

State with higher proportion of numher of PJ\CS does not necessarily have equal 
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proportion of membership. PACS Southern and Eastern regions constitutes more than 

two-third of total PACS membership. While Northern, Western , Central and North-

Eastern regions have ,·ery low share ofPACS membership. 

Table:3.1 

REGIONWISE NUMBER OF PACS AND MEMBERSHIP (2005·06) 

Region ~otal Number of Percentage Total Percentage Average 
of PACS Share in total Membership Share in total Membership/PACS 

Central Region 13,723 12.6 8,322.68 6.5 606 
Eastern Region 28,928 26.6 38,952.94 30.6 1,347 
North-Eastern Region 3,628 3.3 I 3,835.62 3.0 1,057 
Northern Region I 16,819 I 15.5 I 17,084.63 13.4 I 1,016 
Southern Region I 15,349 j ____ ~~J~-~~~ 36.0 I 2,986 ! -
Western Re ion ' 30 332 

I 

27.9 i 13 378.49 
I 

10.5 441 ' g 

1 100.0 127.406.42 1,171 i AlL INDIA TOTAL: 108,779 
------~--
Source: NAFSCOB 
--------------------------- --; 

Central Region consists Delhi. !\1adhya Pradesh. Chhattisgarh, Uttar Pradesh & Uttaranchal States 

Northern Eastern Region Consists :\ssam. Arunachal Pradesh, Manipur,Mcgahalaya Mizoram.l\agaland. Tripura and Sikkim States 

Western Region consists Gujarat Goa Daman & Diu and Maharashtra States 

Southern Region consists Andhra Pr3desh, Karnataka, Kerala Pondichcery. 

Tamil Nadu and Andaman & 1\icobJr and Dadar & Nagar Haveli States 
Eastern Region wnsists Bihar. Jharkhand, Orissa and West Bengal State 

I 

Average membership per PACS is important determining factor in members 

participation in credit societies. The average membership of PACS(all India) is 1717 

members in 2006-07. Southern Region (2968) has highest average membership per 

society followed by Eastern (1347) and North-Eastern Region (1057) and Northern 

Region ( 10 16). Western and Central regwns have higher number of PACS but low 

average membership/society. It is 441 and 606 members per PACS. Due to high growth 

and later reorganization of societies average membership ha\'e increased to higher leveL 
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Membership per society is regarded as factor influencing the participation of members 

(Misra 2008) in any local institution. This relation is particularly strong in case of credit 

cooperatives. Credit society performance is directly related with repayment behavior of 

members. Small societies have the advantage of members knowing each oth~r well and 

create the peer pressure for rep~yment of loans. It reduces the lender's (Cooperatives in 

this case) transaction cost related to the assessment of creditworthiness and the viability 

of loan recovery. In sma:U members societies close ties among members improve the 

incentive to repay debt. Generally, familiarity and links among group members are 

negatively correlated with group size. 

Table: 3.2 

Correlation between average membership and percentage of loss making PACS 

Region 
Average Number of Loss Percentage 

Membership/PACS making PACS of Total 

Central Region 606 4,424 32.1 

Eastern Region 1,347 12,379 56.5 

North-Eastern Region 1,057 850 24.0 

Northern Region 1,016 4,112 28.5 

Southern Region 2,986 9,714 67.0 

Western Region 441 16,599 47.1 

ALL INDIA TOTAL: 1,171 48,078 49.5 

Correlation = 0.69 

Source: NAFSCOB year 2006 

Taking this view into consideration the correlation between region wise average : 

member size and percentage of loss making cooperatives as in Table 3.2, comes out to 

be .69. Thus there exist a negative correlation between cooperative performance and 

membership size. 
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State Level Analysis 

In last 40 years the number of PACS have shrunken by one third from 1.5 

lakh PACS in 1970-71 to 91 thousand in 1999-2000 (Table 3.3). There is a decrease in 

numbers of PACS in every state except Maharashtra and Kerala. The largest decline in 

number of PACS happened in Uttar Pradesh where in 1970 the number of PACS were 

23534 and in 1999 it was reduced to 84 77. Implementation of the recommendation of 

Rural Credit Survey (1954f of RBI have led to decrease in number of PACS. One. 

feature of the scheme of reorganization proposed in the Rural Credit Survey (1954) is 

that credit societies should be linked to one another so that the agriculturist can be 

provided with credit for seeds. manures, agricultural implements. In view of the range of 

operations contemplated, the Rural Credit Survey recommended that large-sized credit 

societies serving groups of villages should be formed by amalgamation of the existing 

small societies and societies constituted for the first time should confom1 to the pattern 

recommended by the Survey. 

Maharashtra did not implement the survey recommendations of the survey 

fully because the average size of cooperatives were already ideal in the state as targeted 

by RBI post reorganization. After reorganization in 1970s the number of PACS in most of 

the states have experienced very slow gro\\<th because of the emergence of other 

institutional channels for credit like Regional Rural Banks (RRBs), Commercial Banks 

etc. 

2 TheAll India Rural Credit Survey was conducted by RBI in 1954. It was the pioneering effort by 
C.:ntral Bank to examine and assess the credit scenario in the country. It recommended large scale 
reorganization of credit societies and state partnership at all level of cooperatives functionings. 
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Table 3.3 

STATE WISE NUMBER OF PACS (1970-2000) 

States 1970-71 1980-81 1990-91 1998-99 
... 

ANDHRA PRADESH 14950 6988 4660 4678 
ASSAM 3069 2647 898 1482 
BIHAR 16500 6757 6957 7057 

GUJARAT 8322 7650 6635 7430 
HARYANA 6246 2394 2348 2337 

HIMACHAL PRADESH 2496 2166 2116 2116 
KARNATAKA 8290 4871 4266 4437 

KERALA 2049 .1575 1579 2398 
MADHYA PRADESH 9873 5570 5591 6751 

MAHARASHTRA 19965 18398 19491 20326 
ORISSA 3354 2793 2817 2758 
PUNJAB 10181 3076 3547 3586 

RAJASTHAN 7699 5205 5306 5240 
TAMIL NADU I 5301 4778 4614 4572 

UTTAR PRADESH 23524 8618 8597 8477 
WEST BENGAL 10087 7549 7561 7748· 

Total I 151906 91035 86983 91393 
Source: NA BARD Stat is tical Statements-1998-99 

State wise membership pattern shows lop-sided development of PACS. Some 

states have experienced high growth rate of membership in four decades ( 1970-2000) like 

Andhra Pradesh (7 times), Kerala (6 times), Maharashtra (2.5 times) and Uttar Pradesh (2 

times). While several states like Himachal Pradesh, Haryana, Punjab, Gujarat and West 

Bengal have shown lower growth in membership. In absolute numbers Andhra Pradesh 

(160m), Uttar Pradesh (137m), Kerala (121m), Maharashtra (97 m) and Tamil Nadu (95 

m) have highest membership while Himach~l Pradesh (9.3 m), Punjab (21.6 m), Haryana 

(21.4 m), Gujarat (28.8 m) have lowest level of membership in 1999. 
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There is a great variation among states in membership per PACS (Table 3.4). Overall 

the membership per PACS have increased in all the states with marginal rise in some 

states like Himachal Pradesh, West Bengal, Maharashtra and Gujrat, and rapid increase 

in Andhra Pradesh, Kerala , Assam, Tamil Nadu, Kamataka, Rajasthan and Uttar Pradesh 

over the four decades from 1970-1999. Due to high growth and later reorganization of 

societies membership per PACS have increased to higher level. Largest increase is found 

in Kerala where membership per PACS increased from 924 in 1970-71 to 5077 in 1998-

99. It was followed by Andhra Pradesh where 152 in 1970-71 to 3425 in 1998-99. 

Overall out of 15 major states , nine states have membership per PACS over 1000 , two 

states between 500 to I 000 and four states below 500 member per PACS. 

Table 3.4 

sTATE w1sE MEMBERsHtPI'rnTAcST197o~~---~ 
I 1970-71 1980-81 ! 1_990:9!_ -- L __ 1~98-~_9_i 

ANDHRA PRADESH I 152.71 789.93 1_ __ 2120.30 ~-- 3425.82 J 
States 

ASSAM I 126.75 842.46 ±I 2446.55 ' 1500.00 I 
BIHAR _j_ 170.91_ 800.65 887.74 1 924.33 

_G_U_JA_R_A_T ____ ---+ __ 1_72_.8_0_---+-__ 2_45_:__.36 I 338.81 J 387.67 II 

HARYANA 115.59 476.19/ 710.82 ! 917.46 . 
----~- -·---~---

187.10 275.62 I 379.02 l 441.27 
_KA_R_N_A_T_A_KA ____ +1--2-4-6.-68--+--7-57-.9--6·-J·----- 1430.38_ : 1086.51 
HIMACHAL PRADESH 

924.35 2399.37 I 5653.58 I 5077.79 
223.44 643.63_] ____ 1_0__:30--'.4--'1--~,--1-1 0-8-.8-7 --I 

KERALA 

MADHYA PRADESH 

MAHARASHTRA 174.66 293.02 415.58 469.37 

ORISSA 465.41 844.25 1169.33 1349.89 

PUNJAB 146.45 538.36 550.89 I 6o4.8o 

~AJASTHAN 175.74 651.49 912.36 1033.91 

TAMIL NADU 679.68 ·1056.51 1557.43 2048.89 

UTTAR PRADESH 260.46 1008.35 1409.56 I 1620.38 ~ 
WEST BENGAL 105.09 306.40 308.69 i 360.87 
---------·f-----~---·------------~------

_To_t_al ______ _._l __ 2 __ 16 __ .8_8_j_ __ 6_22_. __ 58 ___ _.L_ __ 96_0_.9_9 __ 1 ___ 11_1_5.~ 
Source:NABARD Statistical Statements-1971-72 1980-81 1090-91 1998-99 
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Fig 3.2 

STATE WISE PACS MEMBERSHIP IN J 6 MAJOR STATES OF INDIA (1970-99) 
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Table 3.5 
Percentage Share of States In Dlsbureement of Short· and Long-tenn Credit for Agriculture 

and Allied Activities 

RealonJState 1990..91 ~995~6 200~-o2 

Northern Region 12.9 ~1..6 19.9 

Haryana 2.8 2.2 4.4 

Himachal Praoosh 0.2 0.4 0.6 

.Jammu and Kashmir 0.2 0.1 ' 0.2 

Punjab 6.3 5.7 10.4 

Rajasthan 3.2 2.5 3.6 

Chandigarh 0.1 0.6 0.5 

Delhi 0.1 0.1 0.1 

North-Eastern Region 0.4 0.4 0.5 

Assam 0.2 0.3 0.3 
~--

Man lour 0.0. 0.0 0.0 
Meghalaya 

0.0 0.0 0.0 

Nagaland 0.0 0.0 0.0 

Tripura 0.0 0.0 0.1 

Arunachal Pradesh 0.0 0.0 0.0 

Mizoram 0.0 0.0 0.0 

Eastern Realon 8.3 6.4 7.4 

Bihar 2.4 2.0 2.2 
Jharkhand 

0.0 0.0 0.4 

Orissa 3.0 1.5 1.0 

Sikkim 0.0 0.0 0.0 

West Benoal 2.8 2.9 3.8 

iAndaman & Nlcobar Islands 0.0 0.0 0.0 

Central Realon HL9 16.4 ~4.1 

MA<ihva PradA!>h 7.5 Q.O 3.Q 

Chhattisaarh 0.0 0.0 0.5 

Uttar Pradesh 9.4 7.5 9.3 

luttaranchal 0.0 0.0 0.5 

Western Realon 13.6 17.1 14.4 

Gu]amt 5.1 9.8 7.2 

Maharashtra ' 7.1 8.3 7.0 

Daman & Diu 0.0 ·o.o 0.0 

Goa ' 0.1 0.3 6.1 --~· 

\ 

Dadra & Naaar Havell \ 
.. 

0.0 0.0 0.0 

South-n Region ', 47.9 ' 48.0 . 43.8 

Andhra Pradesh 1~.5 15.5 13.5 

Karnatak.a 6.3 8.8 9.7 

Kerala 8.2 6.2 5.5 

Tamil Nadu 18.6 17.1 1~.9 

Pondlcherry 0.3 0.3 0.3 

Lakshadweeo 0.0 0.0 0.0 

All-India 100.0 100.0 100.0 

Source RPCO, RBI 
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Regional Disparities in Credit Disbursement 

Credit deliYery is the for agricultural development is the prime objective of 

Primary agricultural credit societies. There are also significant regional disparities in 

the disbursement of agriculture credit (Table 3.5). The southern region continues to 

account for the bulk of agriculture credit disbursed (43.8 percent), followed by the 

northern (19.9 percent), western (14.4 percent )and central regions (14.1 percent) in 

2000-01. The share of the North-east continues to remain abysmally low (.5 percent). 

Among the major states , Tamil Nadu (14.9 percent), Andhra Pradesh (13.5 percent), 

Punjab (1 0.4 percent) and Karnataka (9. 7 percent) have significant share in credit 

disbursement 

Agricultural cooperatives are very actively inYolved in several agricultural 

related activities including disbursement of agricultural credit. It is the Primary 

Agriculture Credit Societies (PACS), which deal directly with the individual farmers 

providing short term and medium term credit. PACS have experienced the phenomenal 

growth since its inception. At the end of March 2001, there were approximately 1.06 

lakhs PACS with total membership of 1090 lakh people, of which around 47 per cent 

were the borrowing members. Theses societies have extended their coverage from 

65.88% villages in 1960-61 to 98.35% villages in 2000-0l.The average membership per 

PACS has increased from 42 in 1950-51 to I 0 II in 2000-0 I. Despite of higher growth the 

spread of PACS remained highly uneven across the regions. In terms of numbers western 

and eastern region has highest share of ·PACS .i.e 27.9 percent and 26.6 percent 

respectively. While northern, southern and central region has 15.5, I4.l and I2.6 percent 

share. North-Eastern region has lowest share of 3.3 percent in total number of credit 

societies. Southern region has low percentage of numbers of PACS but it has highest 
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membership share. Different agro-climatic conditions, level of agricultural development, 

demand of agricultural credit and cooperative policies have led to inter regional disparity 

in PACS development. Inter-regional membership of PACS have also shown disparity in 

membership. State with higher proportion of number of PACS does not neces~arily have 

equal proportion of membership. PACS Southern and Eastern regions constitutes more 

than two-third of total PACS membership. While Northern, Western , Central and North

Eastern regions have very low share of PACS membership. There are also significant 

regional disparities in the disbursement of agriculture credit. The southern region 

continues to account for the bulk of agriculture credit disbursed, followed by the 

northern, western and central regions. 



CHAPTER FOUR 

CASE STUDY OF TWO PACS 
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Participatory Development :A case study of two PACS 

Participation is the cornerstone of self-help organizations. Active involvement 

of the members is required to build institutions at the local level and to promote member's 

economic self-sufficiency. If members are to understand the principle of self-help and the 

rationale behind credit cooperatives, they must comprehend that they can benefit from 

organizations and collective action. Members cohesion is required for collective action, it 

is easier to achieve with limited membership, a restricted field of action, and the active 

involvement of the members being the other imperatives remains the same. 

Participation is a broader concept which involves sociaL economic and political 

involvement of members in the functioning of institutions for realizing their interests. 

Social participation in members organization like cooperatives can be taken as overall 

number of members. But members size being the quantitative indicator ref1ect very little 

on the qualitative aspects of membership. However, degree of homogeneity in 

membership across different·social groups (like based on caste) and better educational 

status of the members better represents the social participation of member in quantitatiYe 

better ways. Equal membership across different social groups provides the equality of 

opportunity and education imparts better awareness of rights and responsibilities related 

to the cooperatives. This way they adds to the quality of social participation. Economic 

participation is the sine qua non of cooperatives. In the credit societies members 

participate economically by way of borrowing and depositing money. Political 

participation is important primarily for better control of members on functioning of 

cooperatives. Politically members participate by voting in elections to elect their 

representatives, attending the meetings to decide and 
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deliberate on issues concerning the cooperatives. All the three dimensions of participation 

reinforce each other in a positive manner. Accordingly, members participation in 

cooperatives is influenced by many socio-economic, political and geographical factors. 

Various factors that are crucial for members participation are cooperative member-size, 

size of area, membership composition, landholding pattern, caste composition, 

educational status and training/orientation to members etc. These factors bear upon 

member's social, economic and political participation in terms of attending meetings, 

access to credit, choice of credit source, credit utilization, repayment and financial 

resources of society . 

Factors Influencing Members Participation 

Size of Cooperative (membership) 

Since the inception of the credit cooperatives, there have been active debate 

among the planners and cooperators on what should be the appropriate member size for 

the cooperatives. Accordingly, frequent policy changes occurs for structuring and 

restructuring credit cooperatives to get appropriate member-size. Many committees on 

cooperatives (Mclagan1
, Mehta2

) argued for smaller member size for cooperatives. 

Mclagan committee report laying stress on small membership size says, "The members of 

the society should be few to start with, and increase should be gradual and the ultimate 

total moderate". In Small society members know each other and this creates the 

Mclagan committee on Cooperation in India was constituted by Britishers in 1915 to study the 
condition of Cooperatives in India. 

2 Mehta committees was constituted by Indian government in 1959 to recommend on the revitalization of 
credit cooperatives. 
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opportunities for collective action and mutual assistance, for mobilising and managing 

resources on a self-directed and self-sustaining basis (Uphoff N, 2003). The main 

advantage claimed for large credit societies is its economic viability, but it does not prove 

' 
that small member size necessarily lead to economic nonviability. On the contrary 

( 

Viability of t;Ooperatives is depended on members fuller participation. Moreover, small 

societies are more easily supervised and trained in cooperative principles. 

Overall the average membership size of the credit cooperative in India is 1115 

members per cooperative. It is 16203 in. the case· of Uttar Pradesh and 6164 in case of 

Uttaranchal. If one analyze the member-size in MPACS and NPACS (fig 4.1), it is found 

very large 4697 in MPACS and 6012 in NPACS in 2007-08. The general trend over the 

years is increase in membership in both the PACS (Fig 4.1 ). In MPACS membership 

have increased at slower rate. In 1997-98 the total membership was 3573 members which 

increased by one-third to 4697 in 2007-08: While in NPACS memuership have increased 

by more than 2 times from 2655 in 1997-98 to 6012 in 2007-08. Higher growth rate of 

membership in NPACS can be attributed to the several factors like, lesser number of 

othednstitutional channel for agricultural credit was available in the region5 and higher 

percentage of large farmers in area who joined in large numbers to avail the credit 

facilities. 

\ 

3 NABARD Statistical statement on cooperative movement, 1998-99. 
4 NAFSCOB data on PACS , 2004-05. . 
5 In 1990, there were 8 branches of Regional Rural Banks(RRBs) in Marauri block (Pilibhit) for the 

1,32,000 rural population (1991 census) henc~ r:atio 16500 person per branch, as compared to 21 
branches of RRBs in Khatima block (Udham singh nager) for I ,56,500 rural population {1991 
census) hence ratio: 740 I person per branch. 
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Fig 4.1 

Growth of Membership in both PACS 
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In order to gauge the opinion of members with respect to influence of 

membership size on the participation and decision making, The research has obtained 

some information from the respondents through primary survey conducted from 

February-April2009 (Table 4.1). Membership size of both the cooperatives are more than 

state average. It is higher in NPACS (6012 members) than in MPACS (4697 members) in 

2007-08. 

58.7 percent members from MPACS and 61.6 percent members from NPACS 

are of the opinion that large member size negatively affects the participation in terms of 

decision making in meetings, cohesion among members, lack of peer pressure for loan 

repayment and compromise joint liability. Higher percentage of members in NPACS than 

in MPACS believing in negative influence of larger size seems to stem from larger 

membership size of the society. Among the member categories marginal, small farmers, 

ST, SC and Women larger percentage have the opinion that it negatively influence the 

participation. Large farmers who dominates the societies and are prime beneficiaries 

believes that either large size have positive influence (50 percent in MPACS and 65 
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percent m NPACS) on members participation or have no influence at all. They 

categorically ruled out any possibilities of of negative impacts. 

' 

Table 4.1 
Members opinion on influence of Large Cooperative size (area) on participation 

MPACS 

Category 
Positive negative None Total 

Number Percentage Number Percentage Number Percentage Number Percentage 
Marginal 13 37.1 19 54.3 3 8.6 35 I 100.0 

Small 11 27.5 15 37.5 14 35.0 40 100.0 

Large 22 55.0 8 20.0 10 25.0 40 100.0 

ST -
9 30.0 11 36.7 33.3 30 100.0 10 

sc 3 10.0 25 83.3 2 6.7 30 100.0 

Women 3 10.0 21 70.0 6 20.0 30 100.0 
Landless 5 16.7 18 60.0 7 23.3 30 100.0 

Total 66 28.1 117 49.8 52 22.1 235 I 100.0 I 

NPACS 

Category Positive negative None Total 
Number Percentage Number Percentage Number Percentage Number Percentage 

Marginal 4 8.0 37 74.0 9 18.0 50 I 100.0 

Small I 12 24.0 26 52.0 12 24.0 50 _j 100.0 

Large 38 I 63.3 20 33.3 2 3.3 60 _l 100.0 
ST 2 ! 16.7 10 83.3 0 0.0 12 I 100.0 

l I 
- -------'-------sc 7 17.5 27 67.5 6 15.0 40 100.0 

Women 2 
I 

100.0 I 5.0 -2 -5.0 0 0.0 40 I 

Landless 1 I 2.5 35 87.5 4 10.0 40 100.0 
Total 66 22.6 153 52.4 33 11.3 292 100.0 
Source: Field Survey conducted in feb-mar (2009) 

Membership Composition of the PACS 

Members composition is an important indicator of assessing group wise 

participation in society. Members have been broadly categorized into two groups Farmers 

and Landless in PACS records. Farmers grou~ further sub-categorized into exclusive 

non-overlapping categories like General, ST, SC, and Women. General farmers have been 

further sub-categorized into marginal, small and large classes on the basis of land 

ownership. Category wise distribution of membership in both PACS varies. In MPACS 
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75 percent of membership is consist of General farmers while rest consists of 

marginalized groups like ST, SC, Women and landless (Table 4.2). 

Table4.2 
em ers 1p egory 1se aJI oa M b h' Cat Wi M 'h I PACS 

Years Total Farmers Landless 
General ST sc Women ~II 

Large Small Marginal 

1997-98 3573 22.2 35.1 20.5 11.3 2.0 7.8 1.3 

1998-99 3699 22.8 34.6 20.1 11.9 1.9 7.4 . 1.4 

1999·00 39H 22.1 33.7 19.9 12.2 2.6 7.4 3.1 

2000-01 4012 22.6 33.7 19.9 12.0 2.6 7.2 3.0 

2001-02 4081 23.8 33.9 19.9 12.0 2.6 7.1 3.0 

2002·03 4199 23.6 33.2 19.4 11.6 2.6 6.9 3.1 

2003-04 4270 23.7 33.1 19.2 11.6 2.6 6.8 3.1 

2004-05 4463 22.9 32.4 18.8 11.4 3.0 5:9 4.4 

2005-06 4521 23.0 32.3 18.9 11.5 3.1 ! 6.8 4.4 

2006-07 4585 I 22.9 32.4 19.0 11.4 3.1 6.8 4.5 

2007-08 4697 22.7 32.7 19.0 11.3 3.1 6.7 . 4.5 

avg 22.9 33.4 19.5 11.7 2.7 7.1 3.2 

Source: PACS Records 

In NPACS the membership participation of General Farmers is higher i.e 85 

percent (Table 4.3), Among General, large farmers have higher membership .i.e 34.3 

percent in NPACS it is 22.9 percent ir. MPACS. Small farmers have dominant share of 

membership .i.e 33.4 in MPACS while marginal farmers have smaller share .i.e 19.5 

percent. While in NPACS it is the marginal farmers which has dominant share of 31.5 

percent while small farmers have lower share of 18.8 percent. The membership share of 

ST, Women and Landless in MPACS is higher 11.7, 7.1 and 3.2 percent respectively 

while of SC is lower 2.7 percent. In NPACS SC has higher membership 9.4 percent and 

ST, Women and landless has .2, 3.1 and 2.8 percent respectively. 
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Table4.3 
Membership Category Wise Neoria PACS 

Years Total Fanners Landless 
General sc ST Women All 

!Large Small Marg1nal 

' 
' 

1997-98 2655 31.0 . 20.3 32.4 11.5 0.0 2.9 1.9 i 

1998-99 3230 29.8 24.3 31.0 10.1 0.1 3.0 1.7 I 
1999-00 3767 ( 33.6 18.3 33.7 9.6 0.1 2.6 2.0 I 
2000-01 3881 33.2 18.1 33.5 9.7 0.2 3.1 2.0 I 

I 

2001-02 4271 33.6 18.8 32.3 9.6 0.2 3.1 2.3 i 
2002-03 4650 34.4 18.1 32.0 9.0 0.2 3.1 3.2 

I 

I 
2003-04 4880 35.1 17.8 31.3 9.1 0.2 3.1 3.5 I 
2004-05 5365 36.1 17.2 I 31.3 8.8 0.2 3.2 3.3 I 
2005-06 5561 37.2 17.4 29.6 8.8 0.2 3.4 3.4 i 
2006-07 5800 36.6 18.0 29.6 8.7 0.2 3.4 3.5 I 
2007-08 6012 36.4 18.1 29.4 8.7 0.2 3.5 3.7 I 

avg 34.3 18.8 31.5 9.4 0.2 3.1 2.8 J 
Source: PACS Records 

When compared with the Caste profile (Table 4.4 and 4.5) of the PACS 

with the class composition of the members, clear correspondence is evident. The 

dominant membership of MPACS are consists of middle castes like Sahatwar, Kurmis 

and Sangwar .i.e 43.7 percent. While in NPACS higher castes like Rajputs, Brahmins 

and Gangwar (37.7 percent) and Lower castes like Charnar, Pasi and Dhobi (36.4 

percent) forms the dominant section of the members. Among the Scheduled Tribes 

Tharus followed by Buksas and Bhotias form the major groups in MPACS. They form the 

around 12 percent of membership in MPACS and only .2 percent in NPACS. They 

consists of only members ofTharu community in NPACS. 

There can be variety oi factors explaining this pattern of cooperative membership. ~t 
\ 

is certainly the degree of stratification in region in and its dialectical relation to exchange 

between groups involved in cooperatives. Attwood and Baviskar ( 1995) have developed 

two hypotheses in relation to it: 

1 : Regions with a broad middle stratum of peasant proprietors are more likely to nurture 
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successful cooperatives. 

2: Regions with numerically large, middle-status castes are more likely to nurture 

successful cooperatives. 

The first hypothesis above is concerned with relationships of class. The authors 

argue that the middle-class pea~antry (small landowners) is more likely to invest in 

cooperation than are members of wealthier or poorer classes. Middle-class peasants, they 

contend, stand to gain considerably from cooperative ventures (in economic and political 

terms), are willing to work hard for low returns, own productive assets such as land, can 

sometimes employ and supervise labour, and have the skills to make managerial 

decisions under conditions of uncertainty. Moreover, Attwood and Baviskar suggest that 

cooperatives are more likely to succeed in regions with moderate stratification than they 

are to succeed in highly stratified communities (where elites may see cooperatives as a 

threat to their dominance) or in egalitarian societies (where lower incentives to seek 

improvement as well as a lack of diversity in skills and occupations, may inhibit 

cooperative entrepreneurism). In MPACS, the presence of large middle stratum factors in 

cooperative ventures. 

The second hypothesis is concerned with caste, but is related to the first hypothesis, 

since it matters a great deal whether economic differences are reinforced by caste 

divisions, or whether caste membership cuts across class lines. In case of MPACS, the 

middle caste dominates rural society (comprising about 44 per cent of the state's overall 

population) and spans many classes, including large and small fanners. 
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Table4.4 
Caste composition of members in MPACS 

Upper Caste Middle Caste Lower Caste 
Category Total 

Number Percentage Number Percentage Number Percentage 

Marginal 155 13.8 434 38.7 532 47.5 1121 

Farmer Small 352 23.7 664 44.7 469 31.6 1485 

Large 314 23.3 669 49.6 367 27.2 1350 

landless 12 5.7 55 26.2 143 68.1 210 

Total 833 20.0 1822 43.7 1511 36.3 4166 

Source: Member Records Majhola PACS (2007-08) 

Table4.5 
Caste composition of members in NPACS 

Upper Caste Middle Caste Lower Caste 
Category 

j Percentage J Percentage 
Total 

Number Number Percentage Number 

Marginal i 
599 I 26.4 673 29.7 993 I 43.8 2265 

Farmer 
I 

I ! Small 1100 I 47.3 482 20.7 744 32.0 2326 

Large 513 I 43.1 . 334 28.1 342 i 28.8 1189 

Landless I I 
52 I 23.6 61 27.7 107 I 48.6 220 

Total 2264 i 37.7 1550 I 25.8 2186 i 36.4 6000 

Source: Member Records Neoria PACS (2007-08) 

· Catchment area of cooperative 

Ea~h Primary Agricultural Credit Society (PACS) legally covers certain villages 

under it and cater the credit needs of people. Only the members of these villages are 

eligible for membership. A PACS can have one to any number of villages (Gram Sabha) 

under it. PACS under study MPACS and NPACS have operational range of 19 villages 

and 34 villages respectively. Since PACS are local based community institutions, ideally 
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cooperatives were conceived as should be based on principle of "one village one 

cooperative". The reason for this is obvious. The essential part of the cooperative with 

unlimited liability6 is that the members should have an intimate knowledge of one another 

and should be able to keep a cmistant watch over one another's behaviour; and it is not 

likely i:hat people living in one village will have the necessary intimate knowledge of 

people living in another village. Also because of cooperative principles like Open 

Membership and Democratic Control, cooperatives are effective only when they are 

neighbourhood institutions. As they become larger, they function as effective businesses 

but lose the advantage of a cooperative. Vaidyanathan Committee7 on the revival of 

cooperative credit institutions recommended for "one village one cooperative" principle. 

Despite of the acknowledgment of advantages of small cooperatives, credit cooperatives 

have been restructured many times in the past by merging smaller societies into large 

society on the issue of economic viabilitY. 

In order to know the opinion of the members on the influence of large area 

under cooperatives over their participation, members were asked question over this issue. 

Following information is obtained (Table 4.6). Most of the members (59 percent in 

MPACS, 61.6 percent in NPACS) believes that lar<~e cooperative size hinders their active 

participation as some have to cover long distance upto 15 Kms ( MPACS) and 22 Kms 

(NPACS) in order to approach the society for getting service. Also the information 

regarding the meetings and other programmes conducted by the society could not reach 

6 According to Central Cooperatives Act : The liab.ilities of cooperatives are divided into the following 
three types: 

a: Limited liability: a member shall be liable within the range of the shares he holds. 
b: Guaranteed liability: a member shall be liable within the range of the shares he holds and the 

guarantee. 
c: Unlimited liability: where the properties of such a cooperative are insufficient to pay the debts, 

the members shall be jointly and severely liable. 
7 It is the task force on the revival of rural coopenitive credit institutions which submitted its report in 

February 2005. 
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to them. When being asked by the secretary of both the PACS, they said that it is the 

members responsibility to get the information about the society. As it is found that the 

catchment area of MPACS is 45 Km2 while of NPACS is 65 Krn2 
• NPACS serves the 

larger area than MPACS , hence more of its member are of opinion that distance does 

play important role in their participation. 

Table 4.6 
Members opinion on influence of Cooperative size (membership) on participation 

MPACS 

Category 
Positive negative None Total 

Number 1 Percentage Number Percentage Number Percentage Number Percentage 
Marginal I 8 l 22.9 23 65.7 4 11.4 35 100.0 
Small I 11 I 27.5 24 60.0 5 12.5 40 100.0 
Large I 20 1 50.0 8 20.0 12 30.0 40 100.0 
ST r· 14 I 46.7 16 ' 53.3 0 0.0 30 100.0 I 

' sc 11 i 36.7 17 56.7 2 6.7 30 100.0 
Women 2 I 6.7 I 23 76.7 5 16.7 30 100.0 
Landless I 3 

I 
10.0 27 90.0 0 0.0 30 100.0 

Total I 69 29.4 I 138 58.7 28 11.9 235 100.0 

NPACS --
I None Total 

Category 
Positive negative 

Number I Percentage Number I Percentage Number Percentage Number Percentage 
Marginal 6 I 12.0 39 78.0 5 10.0 50 100.0 
Small 8 I 16.0 35 70.0 7 14.0 50 100.0. 
Large 21 I 35.0 24 40.0 15 25.0 60 100.0 
ST 3 I 25.0 8 66.7 1 8.3 12 100.0 
sc 9 I 22.5 27 67.5 4 10.0 40 100.0 
Women 5 _l 12.5 29 72.5 6 15.0 40 100.0 
Landless 7 I 17.5 18 45.0 15 37.5 4Q_j 100.0 
Total 59 I 20.2 180 61.6 53 18.2 292 r1oo.o 
Source: Field Survey conducted in feb-mar (2009) 

Marginal, small farmers, women and SC member groups of both the PACS 

face distance as more debilitating factor than large farmers and ST sin MPACS. Large 

farmers can afford to travel and they are the main beneficiaries in both PACS (as evident 

from the data of loanee members in Tab~e 4.8 and 4.9). STs in area under MPACS are 
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·., 

dominated by Tharus who in recent years have emerged( after the formation of Uttranchal 

state in 2001) as prosperous farmer groups. Members belonging to Small, Marginal 

farmers, Women and SC mainly belongs to lower income group. Travelling to society to 

avail its services and participate in its activities demands time and money. So due to long 
' 

distance they can't afford visiting society each ~ime. This also explains the lower 

economic (credit) and political (attendance in meetings) participation of members 

belonging to these groups. 

Educational Status 

Education plays the enabling role for the members with respect to cooperatives 

like making an infonned decision making, assertion of collective interests , inculcating 

cooperative values and creating awareness about various activities of the society. 

Importance of Education for cooperatives is also acknowledged by ICA8
• Member 

education plays several important roles like, to highlight the importance of participation 

of members in general body meetings and bestow enough care in choosing the right type 

of leaders. The second and more important role of a member is to encourage other 

members to be vocal and vigilant while formulating pol;cies. But once the majority takes 

a decision, he/she should learn to abide by it. The third role of member education is to 

highlight the importance to honour his/her commitment to make use of the co-operative. 

Being owners, everyone should be fully conscious that their collective loyalty is the key' 

to the success and survival of the organisation. (Datta S K, 2004). 

In order to compare the educational status of two PACS information are obtained 

8 In 1995 , ICA released the principles of co-operative movement with a Statement of Co-operative 
Identity and in this the fifth principle is 'Edm;at_ion, Training and Information'. Information is meant to 
educate the potential members about the role and utility of co-operatives. 
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from members. Fig 4.2 and 4.3 shows the educational profile ofMPACS and NPACS. 

Fig: 4.2 
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The members have been categorized into Educated, Literate and Illiterate. 

Educated members are those who have completed school education or college education 

or higher education. Literate are those who are able to read and write their names while 

Illiterate members are those who can neither read or write. 

Based on the data obtained from the field survey it can be observed that that overall 

educational status of members of MPACS is better that of NPACS. 57 percent of the 

members of M PACS are educated and literate while only it is only 47 percent in case of 
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NPACS. Category wise analysis in MPACS shows that literacy level is progressively 

increasing from landless , SC, Women, ST , marginal, small farmers to large farmers 

category. Large and small farmers are more educated with illiteracy only 15 and 18.3 

percent, while Landless, Women and SCs least literate among members. Similar status is 

present in NPACS where Large and small farmers are more educated while among STs, 

SCs, Women and landless 83, 82, 75, 70 percent respectively are illiterate. 

Fig 4.3 
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Training I Orientation 

Cooperative societies imparts Training/Orientation programmes to the 

members and staff. The emphasis is on making the members and employees understand 

the unique values, principles, and practice of co-operation. Its a part of capacity building 
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programme by which members can better participate in the activities of the society. Data 

collected on category wise members received training in two PACS shows (Fig 4.4 & 

4.5) that higher number of members in MPACS (28 percent) than ofNPACS (8.2 percent) 

have received training on cooperative activities. 

Fig: 4.4 
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There exist category wise differences in percentage of members received 

training with in the PACS and between the PACS. Higher percentage of Large farmers 

have invariably received training as compared to other member categories in both the 

PACS. Their proportion are 57 percent in MPACS and 18 percent in NPACS . Lesser 

percentage of SC, Landless , Women and small and marginal farmers are the recipients 

of Training leaving the exception of ST in MPACS among which considerable number 

(50 percent) of members have received training. None of the ST and landless members in 

NPACS have received training. Inaccessibility to training to some section of members 
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due to communication gap, long distance and lack of motivation leads to either their 

inability to enjoy certain benefits or exploitation on the hands of paid employees. One 

instance come up during field survey revealed that, one SC member of NPACS alleged 

the secretary of diverting their reimbursed money to his pocket. Members expressed their 

lack of knowledge about the lower interest rates given on loan taken by him. Government 

periodically subsidize the interest rate on loans taken by marginalized sections like SC, 

ST and women. Member takes the loan on pre-defmed interest rate (11 percent in this 

case). He/She have to repay in a given period depending upon whether the loan is short 

term or medium term. In the meantime if Government subsidize the interest rate, the 

surplus repayed amount is reimbursed to members account. Many members do not have 

the information regarding this and they continue to repay on higher interests rates. This is 

due to lack of Education and Training for them. Their socio-economic disabilities acts as 

a barrier in their fuller participation. 

Fig: 4.5 
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Members participation 

Attendance in Annual General Body Meetings 

One objective way of studying member control through member participation 

IS by examining ~e participation of members in the annual general meetings of 

cooperative society. The annual general body meeting is an occasion for members to 

assess the year long activities of their association, to raise queries and even make 

suggestions. It is legally stipulated in the statute of the cooperatives that members 

presence is required in such meetings. The law states that " the balance sheet, the profit 

and loss account, the auditor's report shall be placed for adoption ... ". The committee 

report will infom1 about the "state of society's affairs". This m~~ting will be held within 

three months after the year ending".9 If one examine the records of attendance at annual 

meetings in both cooperative societies ( Table 4. 7) following obs~rvations can be made. 

Table 4.7 

Annual General Body Meeting attendance in last 10 years 3 Year 
MPACS I NPACS 

Total Members Attended Percentage iTotal Members Attended Percentage I 

1997-98 3573 2675 74.9 I 2655 NH NH --~ 
1998-99 3699 2480 67.0 I 3230 1578 48.9 

1999-00 3821 2630 68.8 I 3767 NH NH i 
2000-01 3903 2776 71.1 I 3881 NH NH _J 
200i-02 3967 2305 58.1 I 4271 2105 49.3 ' 

' 2002-03 4133 No\ No\ I 4650 NH NH I 
I 

2003-04 4301 3022 70.3 I 4880 NH NH j 
2004-05 4463 2170 48.6 I 5365 NH NH 

I 2005-06 4541 2617 57.6 I 5561 NH NH 

2006-'07 4567 2515 55.1 I 5800 1877 32.4 

2007-08 4653 2440 52.4 I 6012 NH NH 

Total 45621 25630 56.2 I 13301 5560 41.8 
Source : Annual Reports 

NH: AGBM not held 

No\ : Not Available 

9 State Agriculturai Credit Corporations Act, 1968. 
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In last ten years Annual general body meetings have been conducted 

regularly in MPACS while in NPACS only three meetings were conducted in last ten 

years in the year of 1998-99,2001-02 and 2006-07. When the reason for this regularity in 

i 
meetings in MPACS and visible iqegularity in NPACS was asked, it was told (by the 

respective secretaries) that viability of cooperative society due to higher level of 

participation in MPACS led to regularity in conduct of meetings. While NPACS have 

been declared nonviable ri1any time!s as result its governance board have been dissolved 
I 

-
many times in past. Recently its board is dissolved by the state government in 2007 since 

than there has been no meetings and elections. Attendance in annual general meeting .is 

usually low at about fifty percent. ]he average attendance in last ten years of MPACS is 

higher than of NPACS. It is 56.2 pe~cent in former and 41.8 percent in latter. Tho1,1gh the 

attendance percentage is higher in ~PACS , it has gradually declined in last ten years. 

The attendance in 1997-98 was 74.9 percent, it reduced to 58.1 percent in 2001-02 than to 

' 

52.4 percent in 2007-08. Similarly in NPACS the attendance has reduced to 32.4 in 2006-

07 from 48.9 percent in 1998-99. 

The reason why there is lack of active participation as reflected in poor 

attendance and in not asking questi~ns in meetings is more to do with the social structure 

of the society, educational status, cooperative size and Training inputs. First of all, in the 

' 
wider social structure inequality i~ wide and sharp. It is reflected in the membership 

composition of both the PACS also (Table 4.2 & 4.3). Members may be equal in a· 

cooperative they are unequal in social status. The leader of the cooperative, who is 

usually wealthy and powerful, brirgs benefits or helps them in other spheres of life. 
I 

Although as an equaL one may question the leader in the annual general meeting, the fear 

that the cost of raising embarrassing questions may be counter productive to the members 
I 
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elsewhere, may inhibits active participation. Members rationalize their silence by saying 
i 

that we have elected leaders who can take care of such issues. A leader is one who is 

wealthy and powerful and who can help his supporters. 

I 

Distribution of credit by different Agencies 
' ' 

In District Udham Singh Nager, the infrastructure of cooperative societies are 

well developed due to agriculturally prosperity and high demand for agricultural credit. 

The share of c~operative credit is higher ( 41 percent) among members in MPACS (Table 

4.7). While in NPACS this share isconsiderably lower (28 percent). Members ofMPACS 
I 
I 

prefer cooperative credit to any other credit institution. Banks form the second most 

important agency for fulfilling credit needs followed by other informal sources and 

Relatives. 

Table 4.8 

Different Agencies of Credit used by member cate9_<>r:..:ies-=------------- _ --, 

~--~-~-~--.---~-'--~-M=P~A~CS~-~------~---- , 
Cooperatives Banks . Relatives Other Informal Source I Total i 

Number Percentage Number Percentage I Number Percentage Number 1 Percentage ! Number 1 Percentage I 
f:-La_rg_e--+---t-7-+---42-.s--"---+--t-8-+j--'-4-S.-o-=---+-l-'--'-s....:..:._-+--.c__:c:l2'--.s~-+---'--'-o-'-'---,----'- -o.o I 40 1 100 1 

~s"'"m~a-7.-ll---t--=-24-+----=6-=-o.-=-o-+---'1:..:t-----"i--2...c7.:..:.s_+-----=-4 -t----=t-=-o.-=-o-t-----=-1 ·--;· -2~s 1 40 j 100 J 

r,.M,;,a-"rg-'-ina=-l-+----'l:..:8_+------=-s1::..:..4,------+-'9=---+---=2-=-5.-'-7-+----'3=----+---=s.:..::.6~-j--=s~l__ 14.3 1 35 I too ! 
f;;;S:AT __ -+-_1_8_+1 __ 60_.0_-+-_6_+-_2..,0._0_+--_2::.___, _ ___::_6._7_+1---4---'1 ____ 13.3 I 30 I ~O _ _j 

~men : ~~:~ I : ~::~ ~ 36~~0 \
4 ~ ~~:; I ~~ I ~~~ ~ 

Landless 3 1 10.0 ! 6 20.0 I 8 26.7 13 43.3 1 30---;---1oo: 

!Total 94 4o.o 64 21.2 33 14.o 44 1 18.7 i -2351-Too-j 

I 

NPACS 
Cooperatives Banks Relatives Other Informal Source Total 

Number Percentage Number Percentage Number ~ercentage Number i Percentage Number Percentage 
Large 31 51.7 17 28.3 6 10.0 6 1 10.0 60 100 
Small 17 34.0 19 38.0 3 6.0 11 I 22.0 50 100 
Marginal 12 24.0 12 24.0 15 30.0 11 I no I 50 I 100 

IST 1 8.3 4 33.3 I 5 41.7 2 l 16.7 ! 12 l 100 

JSC I 6 15.{) 8 I 20,-0 5 I 12.5 21 I 52.5 I 40 I 100 
V\bmen 

--
' 13 32.5 10 25.0 3 7.5 14 . 35.0 I 40 I 100 

,Landless ~ I 5.0 5 12.5 3 ! 7.5 30 I I I L I 75.0 I 40 ! 100 

!Total 82 I 26.1 75 I 25.7 I 40 J 13.7 I 95 32.5 i 292 ~~-~_j I I ~--~-

Source: F1eld Survey 
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In NPACS, the members find Banks and other informal sources more preferable for 

credit needs than cooperatives. More the half of the Large fanners utilizes cooperative 

credit followed by small (32 percent) and marginal (24 percent) farmers. SC, Women and 

landless members mostly resort to informal credit. This pattern of choice of credit agency 

can be explained taken the above factors like membership ,caste composition , PACS 
! 

I 
size, Educational status of members. NPACS is large in size covering 34 villages ( 65 

I 
I 

Km2 area), more than 6000 members, with dominance of Higher caste (37.7 percent) 

members and low educational status of members ( 46 percent) particularly those 

belonging to the marginalized sections like SC, Women , ST and landless. Members of 

' 

the marginalized sections who l~ves in villages away from PACS at Neoria Town and 

have to cover long distance to reach there generally resorts to credit from nearby sources 

like Banks, relative or moneylen~ers. Also they mainly needed the short term loans for 

purposes other than cultivation li~e for livestock, ceremonies and domestic consumption 
I 

I 
(Table 4.1 0), for which credit from PACS not always available except under some 

scheme. 

Access to credit by different member categories 

Although, there has been substantial increase in membership of PACS, the 

borrowing membership .i.e the nl,\mber of borrowing members from the societies has not 

increased correspondingly. At the Same time different member categories don't have equal 

I 
access to credit in the cooperative; societies. It is contradictory to the democratic principle 

of equality which fom1s the core of any democratic institutional functioning. As 

described earlier various socio-economic and geographical factors determines the nature 

of access of the members to the s~rvices provided by the cooperatives. 
I 
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Table 4.8 
Number of Members Borrrowing loans (All Type)- MPACS 

Farmers 
r----,~---.-----,--------------------------------------------------~ 

General 
Years 

Total Loanee Percentage t--~---.------La--'rg=-e---.------+-----.-S-m_al_l ,-------+---~-M_a--'rg=-in_a_l ____ __ji 
Total Loanee Percentage Total Loanee Percentage Total 1 Loanee Percentage : 

~-----+~--~---4~---4-----+----~~~~----~---.~~~---4· 

t--~19~9~~9~8--~~~73~r-1~~~8-+~3~o-~7--r-~97~3--~~27_5 __ ~~2~8-~3--~1~0~74~ __ 2_7o~~-25_.1 __ +-_73_1_+-l~2--'13 ____ ~29.~ 
1998-99 3699 1290 ~4.9 1023 I 365 35.7 1099 306 27.8 742 I 262 35.3 

r-~199~~o~o~r-36~21~~1~11~7-+~2~9.~2--r-~1~~3~r-~3B~7--r-~3~7-~1--r-1~1~36~~2~93~r-~25~·'--+-~n~8-+l~1~7o~~2~ 
2000.01 3903 1398 35.8 NA NA NA NA NA NA I NA ! NA ' NA I 
2oo1-o2 3967 1312 I 33.1 1153 401 34.8 12~ 361 i 3o.o a13 224 21.s 

2002-oJ 4133 1182 28.6 1173 355 3o.3 1214 329 21.1 816 I 18o , 22. ~ 

t---=-20'-'0~~~04 __ +-4_3~01 __ ,___1_07_3----c----=2::.c.4c:..9 __ )____11~92=--+-l ---"3-'-'13 __ +-_:2:..:_6."-3 ---l--"'12"-35~'--3_01 __ 
1_-'2~.~ _ _j~ ~-~~---

2004-05 4453 1350 I 3Q.2 NA NA NA NA NA l NA j NA NA NA 

t---=-200~>oo~-r-4--'~~1~r-1~~~o-+l---=3--'7."-o~r-~12~19~+-~4oo~-r--4~0 . .=.2 __ ,___1~2--'79~ __ 5_01-4-~39.2 __ ~1 --'8;_:_55~---=2=3"-4-----=2"-7.--'4-_j 
20~07 4567 1635 I 35.8 I 1229 ~7 44.5 1305 457 I 35.8 I 871 255 29.3 ; 

2oo1-o8 4653 1769 38.o 1247 561 45.o 1358 482 I 35.5 892 i 28o I 31.4[ 
LT~ot_a_~_ve_~~g~eL_4_56_2_1_L_14_9_~~1 __ 3_277 __ L_1_02_5_2_L __ 36_94 __ L__:3_:6.~0 __ L_1_09_06~I~33_1_0~I, __ 30_.4 __ ~1_7_3_16 __ i~19"-94 __ '_- v~ 

Farmers 1 
f--....:...:.::.:.::.. __ r----------------+--.,-- -----·-----------,----------- -- .. · · Landless 

ST . : SC I Women , , 

r-----~----'-"--J Loanee i Percent~g~ _Iota!_ . J _ ~o~~eJ£~rcen/agJ_J'~~ -~_l.~~ee_:P~r~entag~ !~tai-~L;;;ee . Perc;;;;:age 
1 

r-----~-----~. ~:~ ~- ~:-~·, ~ ;~ 1 ~~ I :::: +-1~~--+- ~::-~ -~~~~-~~;- :~=-~--{~~~ -:: -· 
r-~.:....:..:--;.........__c._j_1i6 __ ~----~J 25 24.5 \ __ 2~---~~ 2t1 ____ 0_~ ---~---- 4.2 

r-=.:....:..:--r--.c.::..:._j NA NA ·, i NA ~ NA NA NA NA : NA · NA NA NA 

I 178 ' 36.5 ', I 107 I 27 25.2 ' 289--j 113 ' 39.1 t----;;-;-------8 ---66----: 
t-------'--L------c.---------. ----- -r-- ~---------· ------- --·---- .. --
t---=-'-'~--~---'-'--..-· _1'-'..81 37.0 ' 109 I 21 I 19.3 ' 289 ' 111 38.4 132 5 3.8 

--------+------L_!~?_J _31:0--~-j __ 1~ __ ~~~-j _290 _ [ws- r~-~;; -_ L}~{ __ : - --- 2.3 

2004-05 N'l ! NA NA ' NA NA NA NA NA NA NA NA NA 

Years I 
I 
I Total 

1997-98 I ~J3 

1998-99 439 

199~00 478 

2000.01 NA 

2001-02 t8S 

2002-03 :.sg 

200~04 495 

I 
-- ---- --------. -····t·4 -- _ ...... ---·-1 --·--·------

200>06 5i9 i 234 45.1 ,. 139 i 35 25.2 

2006-07 I 522 ! 210 • 40.2 'I 143 j 25 17.5 

2007-08 I 531 T 231 ~-~3.5T~-;45 -T -;--- 20.0 I 

TotaUAve~ge j 4364 I 1689 ~ 38.7 ·i 99U _ __341 24.2 ----·-· 
Source: PACS Records NA: Not Available 

As shown by Table 4.8 and 4.9. the percentage of loance in last ten 

years m MPACS, have increa_sed minimally from 31 percent (1997-98) to 38 percent 

(2007-08). \Vhile in NPACS, it;has reduced from 42.6 percent (1997-98) to 39.5 percent 

(2007-08). Emergence of other different sources of credit like Banks and defective 

loaning policies leading to ever,...increasing number of defaulting members inhibited the 

grov-:1h of borrowing membership. 10 Inter-category analysis of access to credit shows that 

I 0 Sinha S K (1998), Cooperatives in India, pg 79. 



85 

in both the PACS though there exist disparity in access to credit as shown by number of 
I 

person who got credit from society due to credit being linked with ownership 
I 

' 

landholding, it is less in MPACS a~ compared to NPACS. There exist more homogeneity 

in credit distribution across differ.ent member categories in former than in latter. In 

MPACS (2007-08) out of total creditors large (31 percent), small (27 percent) and 

marginal (16 percent) farmers, ST (13 percent), SC (1.6 percent), Women (10 percent) 
I 

and landless (.5 percent) were give~ the credit. The corresponding figure for the NPACS 

were large (40 percent), small (31 percent) and marginal (18 percent) farmers, ST (.2 

percent), SC (6.5 percent), Women (2.8 percent) and landless (.6 percent). This disparity 

in credit access between two PACS becomes more stark when number of creditors in 
I 

I 

each category is seen as percentag¢ of their total category membership. In MPACS , 

I 
large (36 percent), small (30 pen~ent) and marginal (27 percent) fam1ers , ST (43 

percent), SC (24 percent). Women (44 percent) and landless (4 percent) while in NPACS 
I 

large (87 percent). small (36 percpnt) and marginal (24 percent) farmers , ST (20 

percent), SC (29 percent). Women (33 percent) and landless (8 percent). Land owner ship 

holding is the criteria for amount of credit one member can avail from society. 

Consequently, members with large oWnership holding generally benefits with larger share 

I 

of credit from society. While members with small ownership holding and landless 

inevitably find themselves in the disadvantaged position with relation to credit benefits. 
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Table4 9 
r=~~----------------------------------------------~~------------------------: 
~------,---------------~N=um=~~ro~f~~l=cm=b~c~rs=B~or~rr=o~~i~ng~ll~oa:~"s~(=Al~ITJ)L'Pe2)_-~NP~A~C~.S ________________________ _ 

· Farmers 
r-----,-----,-----,---~----------~~~--~~~n-ern~l~-----------------------, 

Small j _____ -:-~-=lacr.-'o"'in::::a.:_l -=-----· 
Percentage\Percentagc'i Loancc Pmemage'Perccnta~ 

Years Large 
Percentage Percentage' 

Total Percentage 
Loance 

1997-98 2655 1132 42.6 462 40.8 85.7 

Loancc 
367 

NA 

32.4 I 44.6 188 . 16.6 ! 21.8 ' 
r-----~-----=------· 

1998-99 3230 1390 43.0 NA • NA NA ~ ; ~ ~ ' ~ : ~ 

1999-00 3767 1321 35.1 NA NA NA NA NA I NA 

2000.01 3881 I 1m I 38.1 626 42.4 88.9 413 28.0 I 32.0 299 20.2 ! 23.0 

2001-02 4271 1681 39.4 731 43.5 90.8 480 28.6 ! 33.4 l 298 17.7 21.6 

2002-03 4650 I 1793 i 38.6 779 43.4 92.7 557 31.1 I 34.8 ' __ 26 __ 7 I 14.9 18.0 J 
~~2=00~~~~~+-~468~0-+I~1::::70~1_Jj~~~-=9-4 __ ::::NA~4---=NA~4---=NA~~I __ ::::NA~4-~NA~~~NA~~:. __ ::::NA~--~NA~--~NA~ ~ 

2004-05 5365 I 1912 I 35.6 692 36.2 75.1 t 676 35.4 34.9 326 17.1 I 19.4 

r-~~=o~~~oo--+-~5~~1~1~222~7 __ ! __ 4~o-=o-4--~89~8-4 __ 4~o=.3-4 __ 9=2=.6_J __ ~72~1-4 __ 3~2-~4 _____ 3-=4~.9~!--~41~6 _____ ~18~_7 ____ ::::2s~.2 _ 
2006-07 5800 24~ 42.3 916 37.3 87.7 1 790 32.2 37.2 489 19.9 28.4 
2007-08 6012 I 2$68 i 44.4 945 35.4 --8-6.-8 --;--8-9-7 -+-3-3.-6 ----41-:Dl 565 __ 2_1._2 --:-i __ 3_1._9 __ ·; 

~To~ta~l~2v~ernJag~1e~~500~7~2~1~19~7S~s~I~3=9.=5~~6=04~9~L_=39=.9~ __ 8~7=.5_J __ 4~90~1_J_3~1.=6 ____ 3=6=.6~'~2=~~8 ____ ~18=.5-~~J-

Years 

1997-98 

1998-99 

1999-00 

2000-01 

2001·02 

sc 
Loancc :Pr~m/Jgc~Percentage: 

89 i.86 29.2 

NA NA NA 

NA NA NA 

79 5.35 20.9 

112 5.56 27.2 

I Farmers 
Landless 

I I ST Women 
Loance V'crcentage Perccr.,agc'! Loa nee ~crccnlal!e' Pmcntagc'i_ Loance Pcrcentage~Pcrccntagc~ 

0 I 0.00 0.0 24 ! 2.12 30.8 I 2 0.18 4.0 

NA I NA -~---NA_l___!J_A __ :-~~NA _:_ -~~--~ -- NA-~---N~ 
NA I NA NA NA I NA ______ _!~_>\ ___ ; - ~~------~~ __ j__NA 

0.07 14.3 44 . 2.98 35.4 
------:i--0-.06--- ~14.3 --· --51--;--3:03 - . 38. t 

15 1.02 19.0 --------
0.48 8.2 

I 2002-03 135 7.53 3N2A_.1 _l I 0.11 28.6 : 48 2.68 :-~3?j_-: 

I
L 200~04 NA ~ . NA NA ___ N~----~ i --~ NA NA 

-- ---------
0.28 3.3 

NA NA 

2004-05 131 s.s5 27.9 3 1 0.16 3o.o : 12 1 3.77 42.-t , 9 o.47 5.1 

I 200~00 121 St3 ~~. 2 i 00~ ___ ___1!),0 __ ~ _55_ ! . ~47 :·-291 __ -;·--,-;-- _(),4_9 ____ 58 

2006-07 172 i.OO ~____1___._ ; 0.12~-~~--6_1 ---;--~-- --~8 __ + .. 21 0.86 n3 
2007-08 185 6.93 35.5 I 3 T0:11 .so : 53 1 1.99 25.2 1 1s -- - -o~7 ~-- s.2 

1 TotaiiAverng!l__~..!i_ _ ~_2_9:()_ __ ; __ _!._5_~c __ ~-!~ j __ 1_9.9 :---:~_40S -~--_2.8 .. : 33.2 ' 89 0.6----- S.O 
s,,urcc: l'.-\CS Records \.-\: \N .-\,aibhlc l'ercentagc': of Total creditors l'c"c·n::,~c 1 : of total category membership 

Credit Utilization 

Proper utilization of creqit is very essential for financial health of cooperatives 

' 

because it promotes the income • and increases the repaying capacity of the members. 
I 

PACS provides the credit to all its membe.-s for agricultural purposes like inputs, assets 
I 

I . 
and livestock. Beside these productive purposes members utilize credit for non-

1 

productive purposes like for cere:monies, consumptions as repaying past debt etc. The 

I 

pattern of credit utilization varies across different member categories. Data have been 

collected on credit utilization of m.cmbcrs of both the PACS (Table 4.10 and 4.11 ). 
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Table4.10 
Utilization pattern of last loan 

' MPACS 

I I Agricultural' Agricultural Uvestock ! Ceremonies Domestic Others Total 
Category 

Inputs Assets \!Marriages Consumption 
Number 22 ·' 18 2 J 0 0 0 40 

large ' 
Percentage 55.0 45.0 5.0 ! 0.0 0.0 0.0 100.0 

Number 23 ' 7 1 I 8 0 1 40 
small 

Percentage 
I 

57.5 17.5 2.5 I 20.0 0.0 2.5 100.0 

marginal 
Number 17 3 2 I 5 2 6 35 

' Percentage l 48.6 8.6 5.7 14.3 5.7 17.1 100.0 

ST 
Number I 21 4 2 I 0 0 3 30 

. I 

j ' Percentage 70.0 13.3 6.7 0.0 0.0 10.0 100.0 I 

sc Number 11 ' 2 14 J 2 1 0 30 

Percentage 36.7 6.7 46.7 I 6.7 3.3 0.0 100.0 

VVomen 
Number 12 7 6 I 2 2 1 30 

Percentage 40.0 I 23.3 20.0 I 6.7 6.7 3.3 100.0 

Landless I Number 0 0 9 I 13 4 4 I 30 

Percentage I ' i I : ; I 0.0 0.0 30.0 1 43.3 13.3 13.3 100.0 
' ' Number I I I I 106 41 36 30 9 15 235 
' Total I -- . ' 

I ! ' Percentage I 45.1 1 17.4 15.3 I 12.8 3.8 I 6.4 100.0 --
~urce: Field Survey conducted in feb-mar (2009) . 

Credit utili~tion for productive purposes is higher (77.8 percent) 

I 

in MPACS while it is lower (67.8 percent) in NPACS. It is much higher for agricultural 
' 
I 

inputs like fertilizers, seeds and pe~ticides. Fourty five percent members of MPACS and-

thirty eight percent of MPACS members utilized the last credit taken for Agricultural 

inputs. More members of MPACS, (17.4 percent) have utilized the credit for creating 

Agricultural assets like buying tubebcll, implements, irrigation channel etc than of 

NPACS (9.6 percent). Utilization for: livestock in higher among NPACS members. 

Credit utilization for non-prpductive purposes like ceremonies, consumption and 

repayment of old debt etc is higher among NPACS members. One-third of the last credit 

taken by the NPACS members were utilized for these purposes. Among these ceremonies 

and domestic consumption accounted for 19.0 and 10.6 percent of credit utilization. 

MPACS members have shown more efficient utilization of credit . Only one-fifth among 
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them have spent the last loan for non-prod11ctive purposes. 

Table 4.11 
Utilization pattern of last loan 

NPACS 

I Agricultural Agricultural Livestock Ceremonies I Domestic .J Others Total I 
Category 

I Assets IMarriages I Consumptionj I I 

Inputs I 
Number I I I I 

50 
large I 35 18 7 0 I 0 I 0 

Percentage ! 58.3 30.0 I 11.7 0.0 I 0.0 ! 0.0 100.0 I 

Number ; I ; 

small 
I· 26 5 11 2 I 2 4 50 

---

Percentage 
I 

I i . 
; 

I 52.0 10.0 1 22.0 4.0 4.0 I 8.0 100.0 
' 

I I 
-----. 

Number 22 2 14 6 1 5 50 I 

marginal I I 

Percentage 44.0 5.7 40.0 17.1 I 2.9 I 14.3 i 2~ Number 5 1 0 6 I 0 I 0 I 12 
ST I 

Percentage I I I i I 41.7 8.3 0.0 50.0 0.0 0.0 100.0 ---
Number 4 I 0 I I 11 7 6 ' 12 40 

sc ----· - ! 
Percentage I 10.0 I 0.0 I I 27.5 I 17.5 15.0 I 30.0 100.0 

--·-----~·-~· ------- ---- -~-· -----

Women r--P-~rc-u;_nbe_ta-~e---31-2~5---J! 5~0 1 I 2:.5 ~-~~o - -~.o ; --~ 1:.o~=~ 1~._0 __ 

f---l-a-nd-le-ss--1,-------N-um-be~r -.-----'-'--'0 --:----0--,-: ~L~ __ 7_ ____ . __ 16 ------- ___§---- 40 . 

Percentage o.o o.o I I 27.5 1 17.5 40.o : 1s.o 100.0 

Total f----N_um_be_r ___ 1.c.:05=------;... _ _;::.28=----; --1

1

1_ 6C]_~§ _______ 3! ____ - -33-. -- -L?2 

!----'-----_P_er_ce_n_ta-"-ge_ 36.0 I ~-- ___ }!·~- L __ 19.0 ____ ' 10.6 11.3 100.0 1 

!source: Field Survey conducted in feb-mar (2009) 
----~------·--- -- ---

Credit utilization among various member categories varies. Larger pattern 

which emerges is that members in both PACS of General farmers categorv more 
~ I ~ ~ 

commonly utilize the credit for productive purpose while ST, SC . Women and landless 

for non-agricultural non-productive purposes. As has been found already by the 

researchers, landless and other margi~alized secti'ms like SC, ST borrow a relatively 
I 

major amount for domestic expenses, while large farmers borrow mainly for production 
I 

investments ( G<1lgalikar and Gadre 1 ~78, Long 1968). Often credit from cooperative is 

used to repay the moneylenders loan and/or for consumption purposes (Singh and 

Dhawan 1978). This can be observed a~ross all member groups particularly in NPACS. 
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Loan Repayment 

The intensity of1 non-repayment is directly related to the access to 

institutional credit. In NPACS where institutional credit contributes more than 50 percent 
' 

I 

to total credit (Table 4. 7), the percentage of members who have not made repayment of 
' 

last loan is 40 percent more than of ,MPACS (Table 4.12). The proportion of repayment is 

higher among small farmers, ST in NPACS, SC in MPACS ,women. And landless. While 

it lower in large fam1ers and marginal farmers in both the PACS. In general, large 

farmers, being politically and economically influential , may averse financial discipline 
I . 

more easily (Chand and Sidhu). Credit non-repayment among marginal farmers, however 

, can be explained by the fact that: their demand for credit is related to both production 

and consumption needs and a small repayment obligation of their income (Desai 1978; 

Pan de and Viruthiyet 1983 ). 

Table 4.12 
Repayment of last Loan taken by members 

MPACS 

Category 
Yes No Total 

Number Percentage 1 Number Percenta~ Number Percentage 
Large 23 57.5 17 42.5[ 401 100 
Small 36 ,90.0 4 10.0' 40' 100 
Marginal 24 68.6 11 31.4 35 1001 
ST 18 160.0 12 40.0 30 100 
sc 21 70.0 9j 30.0j 30 10d 
Women 28 ; 93.3, 2 6.7 30 1061 
Landless 26 86.7 4! 13.3l__ 301 1001 
Total 176 '74.9, 591 25.11 2351 1001 

, Source: F1eld Survey 
I 

NPACS 
Yes I No Total 

Category I l 
Number Percentage I Number Percentage Number Percentage 

large 21 1 35.0: 39 65.0 60 10_9 
Small 35 70.0 15 30.0 50 100 
Marginal 21 ' 42.0: 29 58.0 50 1001 
ST 12 ,100.0 0' 0.01 !~I 1001 
sc 18 ' 45.0: ~I 55.0: ~ 
Women 34 85.0: 15.01 401 100' 

I 

Landless 32 
' 80.0. 81 20.0i 40i 1001 

Total 173 59.2· 119 40.8 292 100 
Source: F1e~urvey conducted m feb-mar (2009) 

' . -
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Financial Resources of Society 

An important indicator of members economic participation in societies is the 

level of share capital, deposits, reserves and working capital in the society. Details in this 
' 

regard are provided in the following ta,ble for the sample societies. 

Paid up share carital -:onsists of mandatory share contribution by person for 

membership 11 and share contribution for borrowings 12
• Member share capital represents 

individual member commitment to the cooperative . It also identifies the individual 

member's financial stake. It is withdrawn only when the member leaves the cooperative. 

The total share capital hold by the society is in its turn a determinant of borrowing power 

from the external sources. 

Table 4.13 ·· - - --- - ~ ~ Rs' 
---.------ Financial Resources of society (per member) __ 

··--Year MPACS 

:--~- ___ _J_811E_~g-~e_1 --~~~y_t __ .. ~ .lk~ta~ _ !~?t~ _ __ _ 
I are ap1ta l are eseNes epos1ts 

Total · -T-- Wor1<ing-1 

B~rr?~QS_· ~-~ --~Cap-~~~-- -: 
-- - 5~~ .. _.;_ __ 2,32~ __ j 

------· J ---
2005-06 I 85 

I 
21 216 1,442 

I 
I -

2006-07 I 88 i 20 224 1,520 

I l I 
-

2007-08 104 20 254 1,562 

489 . 2 340 f 
- ~- -----------~---~ 

! 4~~- -- ; __ 226L ___ 1 
-4~2 ____ 1 

- _?,344 __ j I Total 92 20 231 1 ,508 L--~=-~~-~--J_-~-~-~~-~-~~-

Source : Annual ~rts ,--------- . 
' Financial Resources of society_~r -~em~r) --=- -_- -=-- ~- -=~~~~ R~ 
! Year l ___ _ NPACS I 

-=·-----~---- -------- ,-~----------j 

; I Paid Up lGovt 
i=--.-==·.=Jshare-Capital jshare 

-~-J:I.~----~Tot.§ll ________ T_~(31 ____ : __ W~~i~g __ ~ 
· IReseNes IDepo~i~s_ --~~o~-~9~- _ _j .~P~~~-- _j 

I I I , 2oo5-o6 1 97 I 
2oo6-o1 I 98 I 
2oo1-o8 I 1o2___j_ 

~_____:_T o __ tal I 99 I 
Source : Annual Reports 

44 

43 

47 

1 148 476 ___ 1.261__ ~~ _j 

I 146 479 1.298 2.on : 

140 '-~---·-1 ·.'" l-ll"~~"-' 

--'4-=--5~---'---1'--'4-'--4 _ ___,___-_--=_47~-===1-.340 I 2.1oo -] 

II Each member have to buy one share in order to get membership in credit society. It is the precondition 
for membership. 

12 Member intended to borrow loans from credit society legally bound to purchase shares in a fixed 
proportion to their borrowings from the' society. This is done to ensure repayment of loans. 
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The average paid up share capital per member is slightly higher (Rs 

99) in NPACS than in MPACS (Rs 92) in last three years. Autonomy of the credit 

societies comes from the degree to which funds mobilized by the cooperative belongs to 

the members. If large share of the funds comes from external sources like Government 

and borrowings , it compromises with the ability of the cooperative to function according 

to interests of all members. Hence, members fund both in tenns of quantity and quality 

becomes Important source of me~ber control and indicator of members participation. 

Table 4.13 shows that average per member government share is higher in NPACS (Rs 

45) than in MPACS (Rs 20). Similar pattern is shown in total borrowings per member in 

both the PACS. It is quite higher in NPACS (Rs 1340) than MPACS (Rs 492). Amount of 

Reserves held by the is an important indicator of performance of cooperative. It is the 

amount held by society in the forn;t of surpluses which comes from profit. MPACS have 

quite higher average reserves 1--er· member (Rs 231) than NPACS (Rs 144). One of the 
I 

foremost aims of the credit cooperatives is the encouragement of savings and consequent 

mobilization of rural deposits. Member deposits also reflects the members confidence in 

its society. MPACS members seems to have higher confidence in their society than 

members ofNPACS in their own. It can be corroborated fonn the per member deposits in 
' . 

both the PACS. It is almost four times in MPACS (Rs 1508) than in NPACS (Rs 472). 

Besides other factors high rate of:mobilization in MPACS can be attributed to high rate of 

literacy, smaller size (area) of ~ociety, and members confidence. 
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The comparative analysis b~tween two cooperative societies showed that 

participation of members is unequal in society's functioning. This differences in 

participation among two societies arises due to varying socio-economic and geographical 

factors in the region of their operation .. Various factors are cooperative (membership) 

size, cooperative (area size), meml:Jers~!p composition along class and caste lines, 

educational status and training experience. It is evident from the analysis that MPACS 

showed the higher level of membership participation than NPACS. NPACS is smaller is 

both membership and area size have relatively homogenous membership composition and 

its members have higher level of education status and training experience. All these 
I 

background factors have contributed in. higher level of members pmticipation resulting 

into participatory development in MPACS. Members in MPACS are more engaged in 

workings of their credit institution \Vhich can be showed by various indicators of 

participatory development. Greater d~gree of members participation in MPACS IS 

re11ected in higher attendance level of members m Annual General Body Meetings 

(AGBMs). Higher participation m such meetings shows. higher degree of members 

confidence in their credit society. Higher share c,f cooperative loans shows that economic 

participation of members in more than ,in NPACS. Higher level of cooperative credit to its 

members fulfills the most basic objective of credit society .i.e providing financial support 

to its members at concessional rates for agricultural development. The proportion of 

cooperative credit is important but its etTtcacy is more when it is equitably distributed 

among member group. In MPACS, n1embers have more more equitable access to credit. 

Cooperative credit is development' specific loan [Parikh and Sharma.l976] and its 

purposive utilizatioil for intended pu'rpose is beneficial for society as well as members in 

long run. [n MPA.CS member have been found to be using credit for intended purpose .i.i 
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agricultural development. Higher repayment level of members (MPACS) and better 

financial resources of the MPACS than NPACS in terms of share capita, reserves and 

deposits over the years shows that greater member participation of members in MPACS 

have resulted in MPACS being more contributing in participatory development in its 

reg10n. 



CHAPTER FIVE 

CONCLUSIONS 
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Conclusions 

Every democratic institution is based on the fundamental premise that 

every member is equally capable of participation and their participation is basic to the 

institution's functioning and achievement of goa1s. The idea of Participatory 

Development despite of conflicting interpretations, embodies similar principle. 

Various strands of literattire on participatory development and cooperatives reveals that, 

participatory development taken as involvement of stakeholders in democratic institution 

like cooperatives is fundamental to its functioning. To what degree a local institution 

based on meniber participation could be able to achieve its stated goals largely depends 

on members consent manifested in their active participation at every level of its 

functioning. 

Cooperatives are said to be the unique human endeavour which puts most 

basic human behavior i.e cooperation into institutional mode that too in economic field. 

Cooperatives . theoretically embodies. the participatory principles but actual 

implementation of these principles into actions is contingent upon various socio

economic and geographical factors. Cooperative movement in India was started by state 

support in credit field. Credit cooperatives today constitutes more than two third of 

cooperatives operating in India. But at macro-level itself cooperative movement in India 

have overlooked the participation at regional level .i.e not every region have equally · 

participated equally in the development of cooperative movement. There exist wide 

regional disparities in cooperative development particularly primary credit societies. 

Some regions like western and eastern India together constitutes more that fifty percent 

of the credit cooperatives while north-eastern and southern region have least number of 
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cooperatives, together these constitutes only eighteen percent of total number of credit 

cooperatives. But the scenario is totally different when disparity is seen in terms of 

number of members. Due to larger member per cooperative, southern and eastem regions 

have high membership share .i.e two third of total membership, while north-eastern, 

central and western region have very low membership share. This is despite of the fact 

that central and western region have high share of rural based population with high 

demand for agricultural credit. Unequal spread of number of credit cooperatives and 

membership led to varying average membership per society. Southern, eastern and north

eastem regions have high member per society. It is lowest in westem region. Membership 

per society has been found to be positively correlated with economic viability of PACS. 

States with higher membership per PACS is found to be higher number of nonviable 

(loss making) PACS. Similar pattern of lop-sided development in credit cooperati\·es in 

evident state wise. There are some states \Vith n~ry high concentration of credit 

cooperatives like Maharashtra (one fourth of total in 2000). Littar Pradesh ( one tenth ) 

while some states like Haryana. Punjab and Assam lag behind in cooperative 

development. Andhra Pradesh, Uttar Pradesh, Kcrala and Maharashtra have higher share 

of membership in credit cooperatives. 

The household survey of two PACS in different region have been conducted 

in order to come out with factors affecting the members participation and understanding 

their role in influencing n'embers social, economic and political participation. Following 

findings have come out from analysis: 

Size of the operational area of credit cooperatives directly inlluence the members 

participation. Members of cooperative with smaller operational area (MPACS) arc more 

likely to approach cooperative to participate for meetings. training or a\·ail sen·iccs. 
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Large operational size acts as barrier for members residing at long distance from society 

office. Members of poorer sections like landless, SC, STs and women due to higher 

transaction cost while negotiating long distance tend to distance itself from societies 

programmes ieading to their lower participation. 

Membership size is also the determinant factor in IPembers participation . Small 

membership size provides the group with cohesion and familiarity which is very 

important for decision inaking and repayment behavior of the borrower members. 

It is found that PACS with small membership size .(MPACS) have shown better economic 

participation in terms of repayment and members financial control. 

Membership composition in terms of class and caste do influence the equity in 

participation. Society with more homogenous class and caste structure shows the greater 

participation of marginalized member groups like SC, ST, ·women and landless. 

Cooperative with composition skewed towards large farmers or upper castes (NPACS in 

this case) showed lower economic and political participation of members of marginalized 

group as reflected in attendance, credit access, credit choice, credit utilization and 

repayment. 

Educational status and Training experience are the enabling factors for 

members participation. PACS with higher educational status and training experience of 

members have shown greater awareness of cooperative functioning and its services. 

Member's political participation in cooperatives is made possible by Annual 
. ' 

General Body Meetings (AGBMs) , in which all members assess the performance of the 

society in whole year and do decision making through voting or consensus. Cooperative 

with small membership size, operational area, homogeneous membership composition 

and higher educational status have sho,vri regular occurrence of meetings as well as 
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higher attendance over the years. 

Members of cooperatives have different choices available for credit. 

Higher choic~ for cooperative among the members shows members faith in cooperative. 

Cooperative with · favourable socio-economic and geographical conditions for 

participation have shown higher preference for cooperative credit. There exists variation 

among different members group in the society for choice of credit source. Most of the 

member belonging to large and small farmers are use more of the benefits of 

institutional credit while most of women, SC, ST and landless members are more 

utilizing the infom1al credit. 

Differential access to credit by members belonging to different categories is 

found to be using credit linked with landownership. Class composition of members is a 

detem1ining factor in getting the crediitt ·as well as its amount. In case of MPACS in 

which class composition of members are relatively more homogenous than of NPACS, 

access to credit is more equitable. 

PACS provides the credit to all its members for agricultural purposes like 

inputs, assets and livestock. Beside these productive purposes members utilize credit for 

non-productive purposes like for ceremonies, consumptions repaying past debt. Credit 

utilization varies among different member categories. In both the PACS large and small 

farmers have utilized thl credit for productive purposes while marginal farmers, SC, ST, 

women and landless labourers have utilized it for non-productive purposes. But this 

pattern is less rigid in cooperative with more favourable participatory factors .i.e 

MPACS. 

Loan repayment behavior of members IS also linked with members 
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economic participation. It varies across member categories. Cooperative with higher 

level of cooperative borrowings of members (MPACS) have shown higher repayment 

behavior. Also the member of marginalized groups have higher repayment behavior than 

those belonging to large farmers. 

Financial resources at the behest of s0dety indicates the nature of 

member's economic control on society. It is found that cooperative with higher 

participatory level due to favourable participatory conditions have higher member control 

indicated by higner per member share holding, deposits and reserves. At the same time 

per member government share and borrowings is of lower level which indicates greater 

level of autonomy and financial health. 
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QUESTIONNAIRE 

SuNeyor Name : 

Name of Village : 

Village Code ('ml for MPACS I lnl for NPACS) : 

Member Code : 

[ 
111 for large farmer, '2 1 for small farmer I 

13' for marginal farmer , '4' for SC , '5' forST, '6' 

for Women ,'7' for landless ] 
------- --------

A GENERAL INFORMATION:-

1.0 PERSONAL DATA: 

1.1 Name: 

1.2 Age : (1) < 25 D (2) 25-40 D (3) 41-55 D (4) >55 D 

1.3 Sex (M/F) : 

1.4 Religion: (1) Hindu D (2) Muslim D (3) Christian D (4) Sikh D 

(5) Others D 

1.5 Category : (1) Farmer (non SC/ST) D (2) Landless Agricultural Laborer D 

(3) Scheduled Caste D (4) Scheduled Tribe D 

(5) Women D 

1.6 Caste : 



2.0. ECONOMIC STATUS: 

2.1 Employment (1) Employed D (2) Unemployed D 

(3) Self employed D (4) Professional D 

2.2 Approx. Annual Income (Rs.) DODD DOD 

2.3 Subsidiary employment - (1) Agriculture 0 (2) Animal Husbandry 0 

(3) Labour D 

2.4 Landholding Size (in acres)-

3.0 EDUCATIONAL STATUS: 

3.1 Education - (1) Illiterate 0 (2) Literate 0 (3) Primary D 

(4) Middle Class 0 (5) High School 0 (6) Intermediate 0 

(7) Graduation and above D 

4.0 PARTICIPATION STATUS: 

4.1 Year of joining cooperative society- DODD 



4.2 Who suggested to join the society? 

(1) Self 0 (2) Family Members 0 

(3) Friends/ Relatives 0 (4) Other members of the Group 0 

4.3 How many other members of your kinship are members of society- D 

4.4 Why you joined the cooperative society-

(1) To avail the credit and saving facilities D 

(2) To get the farming inputs D 

4.5 Whether you received training/ orientation/ exposure related to society's activities 

(1) Yes D (2) No D 

4.6 How many times have you attended the Annual General Body Meeting of the society 

DO 

4. 7 How is the decision taken? 

(1) By consensus. D (2) By voting D (3) Representatives D 

4.8 Do you think the large membership size of cooperative society hinders in decision 

making process-

(1) Yes D (2) No D 



4.9 Do you think long distance to Cooperative society hinders in participation in the 

meetings of society? (1) Yes D (2) No D 

4.10 You participate in the society as-

(1) Depositor D (2) Borrower D (3) Both D 

4.11 Which source you prefer for availing loans-

(1) Cooperatives D (2) Banks D 

(3) Relatives 0 (4) Other Informal Source 0 

4.11 .1 If Cooperatives why? (1) Loans are easy to avail D 

(2) Interests rate are low D 

(3) Easy Repayment D 

(4) Possibility of loan waiver from Government 0 

4.12 Purpose of credit from cooperative society -

(1) Agricultural Inputs 0 (2) Agricultural Assets D 

(3) Livestock D (4) Ceremonies and marriages D 

(5) Domestic Consumption 0 (6) Others 0 

4.13 Did you make repayment for last loan taken on time? Yes D No D 
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