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Gaps in Co-operative Movement 
Review of the Co-operative Movement in India, Reserve Bank of India, 1965; pp 167, price Rs 3. 

THE Reserve Bank's "Review of 
the Co-operative Movement" is a 

very useful adjunct to its "Statistical 
Statements Relating to the Co-opera
tive Movement" published every year, 
inasmuch as it summarises in a con-
ventent form the accounting details of 
the latter and, therefore, lends itself 
better to interpretation. The Review 
for 1960-62 highlights some of the 
glaring deficiencies in the movement. 
By and large, it concerns itself with 
the purely quantitative aspects — the 
number and kinds of societies, mem
bership, the financial resources avail
able, the size of loan disbursements, 
etc — and one does not get much 
help here if one is interested in asses
sing the impact of the co-operative 
movement on the rival sector. To 
questions like why co-operatives lag 
in some States and how they have 
made spectacular progress in others, 
there is no answer. What is it that 
has attracted the Maharashtrian peasant 
or trader to the co-operatives? Is it 
state initiative? Is it the lead gained 
by the earlier Bombay State? Are 
there special social and psychological 
factors? Or, is it simply a question 
of greater resources? 

Maharashtra's Achievement 
Indeed, the record of the co-opera

tive movement in Maharashtra, even as 
gleaned from, the brief description here 
related to only two years, is a striking 

example of how, when something has 
caught on once, the people respond to 
it with imagination and zeal. Maha
rashtra has the largest number of all 
types of Co-operative societies; it has 
100 per cent coverage of its villages ; 

and co-operative credit contributes 
relatively more to the total credit re
quirements of the peasant and trader 
here than elsewhere. The co-operative 
principle has been tried out in a wide 
range of activities. The State has the 
largest volume of operation in co-ope
rative marketing; it has been the most 
successful in mobilising deposits from 
individuals in both the rural and urban 
areas. The amount of loan grew fas
test in the State during 1960-62. In 
carrying out improvements and reforms, 
it has been usually energetic and ima
ginative. When refinance facilities were 
first introduced the State was the first 
to avail of it. It has also brought in 
suitable legislation to expedite the 
procedure for grant of loans by the 

land mortgage banks. Crop loans have 
been tried on a larger scale than else
where in the country. The industrial 
estates scheme was implemented en
thusiastically by opening 23 such in
dustrial estates in the State — the 
highest number for any State in the 
country. The co-operatives were utilised 
for promoting education, medical aid 
and other "better living aims" and 
every conceivable social activity. If 
co-operation has indeed been so suc
cessful in Maharashtra, why have not 
the Co-operation Departments of other 
Stales and the Central Government 
thought it fit to study and analyse this 
phenomenon? We have copious diag
noses of failures, rarely ever of succes
ses. 

There are chapters in the Review, 
like the one on "Policy Decisions" 
which give very useful information, 
though one wishes more light were 
thrown on the rationale behind the 
sudden shifts in official policy. It is 
interesting to find that while official 
policy favoured the one-village.one-
society principle and discouraged the 
creation of large-sized societies, the 
latter continue to hold a dominant 
position. They were just three per cent 
of the total number of primary agri
cultural credit societies and had no 
more than 20 per cent of the total 
membership in 1962, yet they account
ed for as much as one-third of the re
sources and loans of all primary agri
cultural credit societies put together. 
The obvious question seems to have 
escaped the authorities — which is 
important, viability or coverage? 

Excessive Reliance on State 
While undeniably there has been 

"substantial progress" (to put it in 
officialese) in terms of the increase in 
number of societies, in size of opera
tions and in resources, it is clear that 
much of this has taken place only in 
a few States : Madras, Gujarat, Uttar 
Pradesh, Andhra Pradesh, Mysore and 
Punjab apart from Maharashtra of 
course. The record of the other States 
makes dismal reading. The report 
notes what has become the common 
pattern : slow accretion of deposits 
and heavy reliance on governmental 
agencies (in Bihar 89 per cent of the 
share capital of the State Co-opera
tive Bank is contributed by the State 
Government) and large overdues, rang
ing from 25 to 30 per cent 

Whether governmental backing does 
not discourage initiative is a question 
that should receive more thought 
from the following finding of the 
Reserve Bank : The State Co-opera
tive Banks, now used to the conces
sional finance offered by the Reserve 
Bank, have learnt not to treat it as 
a supplementary source as it should 
be treated, but try to procure the 
maximum limit possible and then 
charge differential rates of interest on 
their funds according To their source, 
thus defeating the purpose of assistance, 
namely, subsidized credit to the poor 
borrower! This practice has, of course, 
been discontinued in some States. 
How much faith can one put in de-
officialisation claims when, as the re
port notes, increased state participation 
in share capital has implied more 
government nominees on boards of 
directors of State and Central Co
operative Banks. 

Faulty Policies 
The working of co-operative credit 

continues to be hampered by irrational 
loan policies. This, the report feels, 
is largely responsible for the increas-
ing percentage of overdues at the 
primary level. Loan disbursal and 
recovery are not properly adjusted to 
seasonal demands and conditions. 
Among the State and Central Co-
operative Banks, since credit disbursal 
is confined mostly to agricultural 
requirements, often idle surpluses 
accumulate due to the lack of diversi
fication. In accommodating the primary 
societies, absolute limits are fixed un
duly low, mortgage security is insisted 
on and if a society is a defaulter 
requests from even those of its mem
bers who have no loans overdue are 
turned down. In Assam, the State 
Co-operative Bank undertakes to 
finance individual tea gardens directly 
and in U P short-term funds are 
diverted to long-term needs like hous
ing practises which the Review 
docs run consider conducive to the 
healthy growth of co-operatives. 

The distribution of agricultural 
credit and non-agricultural credit 
societies according to the audit classi
fication awarded to them between 
1958-59 and 1960-61 reproduced on 
page 63 of the report gives a clue to 
the quality of the co-operative socie
ties. Of the total of 2,11,369 agricul-
tural credit societies in 1960-61 only 
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15.57 per cent could qualify as "satis
factory"; 57.27 per cent were medi
ocre; and the remaining 27.16 per 
cent were in a very bad way and 
deserved to be liquidated. The contri
bution of co-operative credit to rural 
needs has been very neatly summarised 
in two tables on pages 69 and 71 of 
the Review. In some States, like 
Kerala for instance, about half of the 
total borrowing is accounted for by 
sources other than the co-operatives. 

If we consider non-credit functions, 
while the number of the various types 
of societies has expanded rapidly, the 
next great push needed is in marketing. 
The institutional structure with res
pect to co-operative marketing has 

been well-nigh completed, but the pro
portion of marketable surplus handled 
by co-operations is as yet not signifi
cant. One heartening feature is the 
increase in the volume of agricultural 
requisites like seeds and fertilisers, 
handled by co-operatiyes. 

That co-operation can seek varied 
expression is illustrated by enterprising 
Punjab and literary Kerala. Punjab 
boasts of 911 women's co-operatives, 
exclusively run by women, headed by 
a lady assistant registrar. These 
engage in a number of activities like 
knitting, sewing, embroidery, prepara
tion of articles for domestic consump
tion like pickles, papad squashes and 

providing school supplies for children. 
But Kerala's Literary Co-operatives are 
unique. They buy books and copy
rights of the works of its members and 
undertake book-publication and sale. 
During 1961-62, the Sahithypravarthaka 
Co-operative Society at Kottayam 
purchased or produced books of the 
value of Rs 4.98 lakhs and took several 
measures to promote literary activity 
among Mulayalam writers. Thus while 
the debt-ridden Indian peasant has 
still to find the answer to his problems 
in the co-operatives, one can derive 
some consolation from the co-opera
tives' role in encouraging self-reliance 
among our women and in promoting 
regional literature. 

National Integration, et al 
S K Nath 

Three Basic Problems of India by Jaya Prakash Narayan; Asia Publishing House, Bombay, 1964; pp ; price Rs 6. 

T H E R E are some thought-provoking 
suggestions —largely about India's 

relations with her immediate neigh 
hours — in this little collection of 
lectures by Jaya Prakash Narayan, but 
its general effect is disappointing, The 
lectures (delivered in 1962 on the in
vitation of the trustees of the Dada-
bhai Naoroji Memorial Prize Fund) 
seem to have been under the title of 
'national integration': however, they do 
not provide an informative analysis of 
the relevant problems. 

In the first lecture, entitled "the Con
cept of Nationhood", J P makes an 
enlightened effort to make us feel 
thoroughly reconciled to the par
tition of India. But one of his argu
ments is curious. If the British had not 
imposed unity on India, he says, "un-
divided India would have been perhaps 
one of the lesser possibilities." If this 
argument were to be accepetd, we 
should not regret too much any further 
bifurcation of the country. Surely, the 
only correct attitude to Pakistan is that 
it was a mistake ever to partition India 
but that it would be an infinitely big
ger mistake for the sub-continuent to 
be re-united through anything except 
mutual goodwill. 

JP's conclusions in this first lecture 
seem to be that nationalist feeling is 
not necessarily good, that it might lead 
to strife between nations, that civiliza
tion is more important than national
ism. Each one of these conclusions is 
unquestionable, yet one feels that J P 
needed to emphasize that in a country 
with as intricate and deep a labyrinth 

of divisions in its social structure as 
India, there might be an urgent need 
to foster nationalism which would yet 
be outward-looking and magnanimous 
rather than in ward-looking and mean. 

The second lecture on "Building the 
National Community", is a big disap
pointment, none of the particularist 
problems of the Indian society vets 
mentioned. There is no discussion of 
the little things Indians habitually blow 
up to separate one group from an. 
other; reading this lecture one might 
get the impression that Indians are not 
especially unfortunate as compared to 
many other nations in having strong 
prejudices against one another on 
account of such things as religion, 
region, caste, language food habits, 
complexion and economic status. No 
doubt J P holds up a noble ideal for 
Indians (and mankind in general).'". . . 
the identification of the individual 
with other human beings, an ever-
expanding area of human beings, 
til l we identify ourselves with the entire 
human community—the world commu
nity of being's -and we become world 
citizens". But this ideal is recommend
ed in the name of dharma and ''spiri
tuality". In a country where such un
told mischief has been prepetrated for 
centuries by populist conceptions of 
spirituality, dhurma, muzhab and simi
lar things and where religion and spi
rituality (at least in the hands of their 
customary custodians) still continue to 
support inhuman practices and attitudes 
—it is tragic irony for a national leader 
to try to propagate fellow-feeling in the 
name of spiritually. No matter what 

refined and humane kind of spirituality 
an educated and progressive leader re
commends, for the majority of Indians 
it remains true that so long as they are 
bound by spiritual values they are likely 
to be anti-national. 

Our hope lies in educating the mass
es about what the progress of science, 
social sciences and psychology has 
taught us about human beings, about 
their weaknesses and potentialities, and 
not in romanticizing our past way of 
life and old scriptures. Untouchability, 
a vision largely restricted to the im
mediate locality, low status of women, 
a vague or active contempt for diffe
rent people (different in race or reli
gion)—all these arc as much a part of 
our ancient heritage as some of the 
nobler things which are often paraded 
about. To extol our past way of life 
and then expect our masses, who are 
still dearly permeated with many of 
the regressive old values, to choose 
from it only that part which meets the 
modern humane standards is not only 
a circuitous but also a self defeating 
way of propogating reforms. 

In this second lecture J P also re
commends local self rule in small com. 
munities in the name of sp i r i a l i t y — 
"As you know, this process is going on 
all the time in London which is a city 
made of many cities, no roughs with 
their municipalities"! Another curious 
refrain is a misguided understanding of 
the welfare state: "In a welfare State, 
nobody is responsible for anybody"; 
further, "In a Welfare State, of course, 
there may be government schemes for 
employees, but nothing for the man 
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