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Baekground - Pakistan 

~·conference on Co;op~ratire Credit was jointly organi_sed at Lahore in. 
December 1961 by the. ICA Ed,ucation Centre:an4 the West Pakistan Cooperative Uhion. 
After publication of tpe Creqit Enquiry Comm~ssion#s Report in 1959, certain 
problems facing the Coop~rative Movement in Pakista~ had come to the forefront 
and the Cooperators in Pakistan desired to compare their experience with Cooperative 
Movements of other countrd.~s· w'hieh als8··faced ·sim~lal' problems. Hence, at the 
request of the West Pakistan 9ooperative Union a Conference consisting of repre
sentatives from Pakistan, Ind)ta and Japan was organised ·.to explore the ·pos·sibility 
of evolving a eoordin~te~ str?cture, and devising methods for the speedy develop-
ment of; Cooperative Cre~it M9vement in Paki,st~, . . 

. . 
.. B.~.fore pqrti t_iol\. of t~e Indian Su?-ocontine!lt, money-·!L ending, credit 

.agencies·, banks and ind'(lstr!es were in the hands o.f: minority eommuniti.es in areas 
~h.ich· oomprisQ presen~da.y Pa.ltista.n and. which migrated to India after ·par.tition. 
As a result of this exQdU~. trade and indU?try in Pakis~an were' almost paralysed, 
He~ce,. the ·burden .. f.ell .on ~he Coopera~i ves to finance part or' ~he trade and · 
inCh;l:stry. to avert the· ¢rfsis, In this process the Cooperative Banks ·were involved 
in financing traders ·and' individua1s4 .As conditions have now returned ·to no'rmal,. 
~he qu~stion of withdr~wing the operations of Cooperativ~ Central Banks from the· 
·commer~ia~ field is be~ng aonsideted~ A second prob~em facing the Coop~rative 
Movement l~·Pakistan is the question of reorganising the Coop~rative·Credit 
Structure ls a ·~hol~~· The provinces of Pun.ja.b, Sind,' and ~orth West Fr<?ntier have 
different redit structures& In Punjab there is .a t~ree-tier .structure ·with the 
Apex Bank at the top, Central Cooperative Banks at district· level and Priirta.ry' 
Societies at the base, In other Provinces the two•tier system prevails& The 
Credit Enquiry Commission rscommended abolition of the Centra1 Cooperative .. : Banks 
to roaintain a two~ier structure all over the country, but the Government of 

·Pakistan did not agree with this recommendation ·and planned to retain the Central 
Banks at thG district leyel, The. d·ec'ision of the Government to o'rganise Central 
Cooperative Banks at the district·. levels rai:::.ed a number of problemS· relating to 
management, mutual supervision, J..i,nding to the farmers,.= mie'diuni and long term 
finantes~, etce · ' · . · 

Another problem was the question of membership of Central Cooperative Banks. 
Should it be open only to the Societies or should it consist of individuals as 
well as societies? The Or~d'it Enquiry Commission recommended complete elimination 
of individuai membership from C9operat~ve Banks·. The problem of fixing the rate 
of'interest also came to the torefroht as th'e Commission had· recommended 7% as 
the maximum rate at which the ultimate borrowers' should receive.loans from the 
Primary co·operative So.cieties.: 

·: A very important question put befor~ the Conference was the problem of 
recovery of loans from members._ Recoveries were poor in Punjab as transfer of 
land for discharging financial obligations was prohibi.ted.. In Sind, recoveries 
were higher as land could be sold and loans could also be recovered as arrears 
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of land revenue. The problem before the Go.nference was: shouia_.,'~:~er.()i v,E(,; It\ea~ures 
be used to recover loans or ,should th~ recovery be made deperiden;c, 9P. t~e •. s;tr€ng
thening of a sense of mutual knowledge and responsibility among members? Should 
the Coo~erati ve. Dep~~tment hf!.Ve any role in re,s_pect of __ recovery of loans from 
membei-t?' • - ~. 

, 
In the fi·eld of .. ·agricul tural ·credit, be·side·s the Coopera:ti ves, there are 

other agencies like the Agricultural Development Bank which was established in 
l959. This Bank was originally started with a view to provide sh.Qrt ... ;t.erm.,and 
medillin term credit for agricultural purposes. It also proVicles credft in~; areas 
in which co?perati V~J?- w,err. p.cp:t develc;~eFh 'l'li~-~.ftgr~cul ty.ral Development Bank 
and the Cooperatiy~.s" .. all\lq&t wa-k as competit;ivEi' .agencies in the field of .~al 
cret;li:t.. The:· problem· ~e;fo~_ .. the Cpnt:o.r~~cre,_}'!.as ·of evolving a function~ re:}..ation
ship between the Coop~r~tivl? Societ~ep.;~d: .. ~be_Agri<(ul:tural Deve~opment, Banlf. 
As jboth,the ag~ncies ~og.ethe: provid_cd~.~LD:;r .. l5%,.·of_~the tot~l.requ.;ir.e.Il).en~s _ ilJ.~· 
resp~c~ '3~ ,a_gr~C,}l~~ura\ 9r~~-t, both ,c;>t,:;,~~~e~, l;l~·w.e .. ya~:t _§lq~pe for exp{irl~_lon .• of 

·.:thei~ ... cre.d~ ~ ,~cti.v1ties •-

-~ .. ._ ···' ~.'.rh~ U~~ari.;Coop:~r~t-~ve: _Ba~~:~e~,~- £~~r\~~;i:~~~-~g 1n·j-~itt_.e·s., __ l~ke ~~:t;.ir,_~iti-' and 
Hyderabad. These banks are f~n®<;_ing .. bl:g. ·ir.J.du{:ltries and al~o );tave_ oP,e:q,ed .. branches 
at far away places. The State Bank of Pakistan wants these banks to be brought 
wi t~i:n ~ ts j ur.is,~ictiQ.n ?:~ ,_.: i;r: _:the.~.<?~~R::i-9!1 of tne Stat~:A1~k: .. 9f Pa~~stan, they 
were -ina~ging Jil cqmmer~i~.· J..end,ing. 'rh~· · QJ;>ed:i.:Q: _,G,qnLrn~ssio!), on the. othe~ .. -hsmd 
reoornr!le-ndt';ld. that the~e_. o:rganisat:i.ons shoulq ::g.q-q__;be, p.e:r:l;I;Ltted-'1tp ;Use ·irh.~i wo.rd 

. -,~;Ba.nk11 at- all. The m~u:1~gemen~s- of- i;,h~ Urb~n GqoP;1eJ;'aT.iv:e Ban:!w:- fea:rE:lq .. phat :if 
th'13 ri3CQf!llllendations .. of._;th~ ·q:redit ~ormnissiq:r~!l~re . .:-acc-ept<:;d,, ·~~.would ·h~v~ .. a!}. 

.---a~v-er~~- e~~ElG:t on t~~ ·q.~posi~s of\_.all the Urb,an Cqqperat.ive. J:1Mks, in·B~~an. 
~,.. ! ( • ,-•• ' "' • ..: ' ". .. .~ ; ~ ~ : .); ••• =. . .·. . ~ ·' . . ' . . . . 

· , .... '· .Th'Ef,~a:s~· q~esti0rir p11t before the Conference -was of ,;a_f,'opsop.nel }1m a-gement. 
The- Pr.:i:-rriary Cr~d;it- Societ;i~~. we;r.e, not able to ·:e!Uploy paid --.~tl,if..t\, ·111sor 9'hances · 
or. -px:.qmot:i,9P.: were not. very. bpight within the)49v;eme_nt. The_ qu,estion:·_of. forming 
a cadre -or·_· :integrating the ~t'aff _of the Co9;p~:ratiye Societier:vwas ..,tp~';r9'.fore ·· 
introduqE;3.d,at the conferE:l:(lce. . ' . _ ..... 

JaR{in'-; 
l 

., ~ 

. · ·_._ Average family qorrowing~-~ in .:faP.~n _is _--ft!U.Qh: ,i.e~~·:; i.h~n-::~b.~:--a,.v13rag~:-:--~~yings • 
.. .. , 50% of the credit re4:q).remeiits- ~f .-q~e, farmer~ ~:r:e,me~ ;by .Agr:hcul:tur·a1: Ci}oQ.PE?·J;"ative 

:_societies. Linking' o:f\cr$p.it: w:i:th. m~rk~t~ng, P1:tl:cl:~s.~ng' ~~<hirrooes~J:.ng h&\tr:a 
, _heaJ_~hy eff~c~;o;n credit . .e;?cransio~!:,~·:si~ce i;-.hE?-·--+a:n,d,_rr.e~orms~-i~;;l.,947":".'5Ql:- s~e.--.of 

lan~. haB.; SrEil~, prohibited •. , H~nco, laJ~d cC;J.n~<?--!Eb~:;JEC?.:r~__g~-ged;· f~ )?q>.;rrq\:T;LI!g pu~poses. 
Cooperat1 ve loans, therefore, are giver against personal securitY. • .T.h€\:~~ers 
also agree to buy and sell through the Cooperative Society. ' ' 

~' ,_ 

0 0 

• ~ i • • 0 •-~ ,• , ·, .. o 0 , ,• • ~. ,... - ' ... ln' o o f o' • • ... •• ' 

.. T~~ -Ce!!-tral .Cooper.ative :Banks ,.an;;t ... E:r;~fe.ctu:raih: f..gricu;l:.-tur.f11 .GoopE;t~ativ~,;:_ 
~ede:Datio~ qannot_g~ve --~-6.?;~8, ~;~~O..Jt4 ~- -P.o~~:q4;;_-9f--.f;~~~ ·u;a,;r;:l;. · -·iJ:he-·long~tE?~ ~,;,~·H 
_t:ina~ces ,_ :~Jter:_rore! a~_e, gi~.n ,tp:rough .. _.:f}t\~--~~t;ip,n~l-~ex.·.B-a.nk· for Agli,ic\tlture·; 
~orestry;~J/.~ .FJ..~h~l'fY· ~B~'r.As. a tpr~e,..m~y·fs~p~wt).lt::e j .. n _Japa.n. The rat.e 0f· -. 
J.!}tere~~ tQ :~~ P8:¥ ~?~ ~B~- u;htimate .. po;rro~:r->~:R~::~l?.R:P.,t ,:;to%:._ Qrop: ,insurance, ,:· · 
(~ncluchng cattle) has been introduced in most gf.;.=J:;~~i:_a;r~aJl. <;:-.A .s.eparat-a,.•Barik-'. 
exists in Japan for industrial cooperatives for~small and medium scale industries 
Becu~s.:~ ~R:£- :~h~, high- .S1{lrdfr:d. of l~'V'ing ·.,1¥fd -?!?Pif.::P?:r:. ;e_e~t,;-,li~t:eracy: the •.recovery 
of ],.can~ ~~~ nq~ a ;S~rl.oUB . pro b;Lem in JaPan.. - -· - ·· · · 

• ; ·-·- •• •• ... •. l.t.,• .,... . : 



A three-tier Coope·rative Ctedit Stru~ture exists in India in mos.t. of the 
States with Apex Bank at the top, Central Cooperative Bank at the diatriat level 
and the Primary Credit Society at the .+oweat level. In a few cases .. there are 
more than one Central Cooperative Banks at the district level. The structure 
at the PrimS:rY level is not unifo_rm but in rec'ent yea.r,s attempts are being made 
to qreate ebonomically viable units. Usua11y.the population of 3,000 iS consi
dered to be the best area of ope~ation for a Cooperative Credit Society. Although 
there are limited and unlimited iiability societies in the country, the present 
trena is towards organising limited liab~lity societies. · 

.. In India, ~~e Reserve Bank of India finances the Cooperative Credit 
Societies to the extent of 200 crores through the Ape~ and District Central 
Cooperative Banks. It lends to the Apex Banks at 2%.below the baDk ~ate prevai~ 
ling ~t any particular time. Lending at primary levels. varies from 4-l/4 to 9%. 
The Reserv-e Bank o'f India also takes a promotional interest in the Cooperative 
Mpvement _of 'the country• For stabilising tho C~operative cr·~dit· s.tructur~, a . 
Credit Stabilisation Fund has been instituted in the Bank. Long-term finance for 
agricultural purposes is provided by the Land M0rtgage Banks. These banks 
issue debentures which are guarantted by the Government·, and supported by the 
Reserve Bahk of India, State Bank of India o.nd th-a Life Insurance Corpo:ra~ion. 
A.-Long Term Operation~ Fund also exists in the Reserve Bank of India from which 
it subscribes to' debenture's of the Land Hortgag.e Banks. A proposai to set up 
ab Agriou1tural Development Corporation f~r special long-term finances for 
river valley projects, plantation areas etc., is under consideration at present. 

Emphasis is be~ng placed on the development of.Cooperative M~keting and 
Prooessin~ activity in the co~try and attempts are being made· to link Coopera
tive .Credit with marketing so as to ensure pro~pt recovery of loans and fair 
prices for produce of the members. · 

, The Report of the Confe~ence which foll9ws, tries to b~ing together t~e 
main points whieh em~rged out of the discussions& The descriptive part has 
been cut down to the barest minim~~. Emphasis is given on the views whidh were 
expressed on various problems before the Conference. 

District Central·. Cooperative Banks Vs. Branches of Apex Cooperatiye Banks 

The question of deciding upon a suitable agency at the district level for 
extending credit to the Primary Cooperative SQcieties was discussed at great 
length, During the discussions two alternatives were suggested. The· first 
course is th~ three-tier system in which the Apex Cooperative Banks extends · 
credit to Primary Cooperative Societies through the agency of the Central 
Cooperative Banks. The Apex Bank does not directly lend to Primary Cooperative 
Societies except in a few cases where the Central Cooperative Banks are not 
able to finance the primaries to the fUll extent of their needs. The Central 
Cooperative Banks at the district level are federal in character and all the 
borrowing primary Cooperative Societies are membsrs of these Banks. The other 
system is of a two-tier structure in which the Apex Cooperative Bank lend~ 
d;irect to Primary Cooperativ.e Societies through 'its branches at the district 
and taluka l~vels. The Conference discussed the merits and demerits of the 
two patterns_o~ org~isatioti in Pakistan. 



A number of arguments were put-forth in support of both the systems by 
delegates at the Conference. Advocates of the two-tier system claimed that a 
strong Apex organisation at the Centre was in a better position to serve the · 
priJnaries .,af? it is ip,.a po.sition to comnand greater .resources.. The Apex Orga-:
nis.o.tion can. .mobiiis'E) 'the resources· at the higher levels s:tJ.d make'· them available 
for·· u(:le fpr. the. ?,rim;:try boope,ra.tive· SoCieties a.t the lowest ·level, at W:ich it 
has not .be.en ··pdspih1e. so f~r _to .infu;-;;e· the ha.bi t· of .. sa.V'irig among ril.embers. It, 
is ~also. possible f0r the Apex: Bank ·to b~rrow money· ·fl'bni' ~he market on the 
strength of ;i..t.S re13ources· and make ·.available adequa;te finance to t.h~ primaries 
.for agrim.iltural operations.. . 
, :· r · ·· 1 · • 

One of -th~· forcef\i~ argument~ put forward .in supp6rt of the :Branch; 
.Banking System was that the Apex Cooperative Bs.nks were in a position to ~-:maintain 
a high~r 5tandard of ~fficiency with the help of trained and efficient staff 
for runnirig the l:?r~nches·-c.t the district level. The District ,Cen~ral Cooperative 
Banks, it w~s c~himed, may not be able to maintain such sfficient staff oWing: 
to th~ inadequate, resour:ces and the luck of m~aris for training such ·personnel .. 
at the dist:dct level.. It _is ~so _possible for the Apex 'Banl{s to· ... maint;3.in a 
common eadre of' ·trained :PE!rsonnel ·for· manning the branches of the· ·organi~a:tion .. · 

·• ~ • • ~· ; • I ·~ • "' •. 

It was also pointed out in support of the two-tier system.·thnt the 
_primary societies will be able to lend to the ultimate borrower at a lowe~ 
rate of interest if the expenditure involved in running· ru1=independent bank 
at ·;.the ·distri.ct =level was olimina ted,· 

I • ~ 

Simila·r· arguments were o).so put-forth .. in support·. of the· three-tie-r, 
Co9perative 'Cr.edit Structure.. It was pointed 'tmt that experi"ence·.in some 
districts in Maharashtra (India) had· 13howfl. · that m i;.h the· esto.blishment .o~ 
Central Cooperative Bo.nks at. the district level the development of Cooperative 
Cred:i,.t Movement had been speeded up as these-;fla.nks w:er:_e federations; of 
P:am¥Y Cooperative Societies, and we·re in ·a. position to coinmanq,. confidence 
of the local population·· ·The· Central Coopera'l:,iva.·B:mk were. also .able to · 
understand the problems of the member organisations in a bette~~ .. w,y as ther. 
.leadership of this 'QatL.'lc, \.J!).S drawn mainly ,;from, t~~ !'!-:rea in which :the bank' 
operated. :" It:"wa9- a.1so .. po.ihted out that' lf the Central Cooperative Bunks .. develop 
on p!'oper lin,es, 't'hey will be able to play an important role in :the development 
of local leadership at the primary and secondary'·levels ·of the Cooperative
Movement. 

TO:~ :l?.~itabi::j.ity of the three··tier structure with r:egard to the _lo.a:n 
operations of' thi{"prirriary soCieties vl8.S: afso di~lCUSSOO. ·It ~S argued· 
that it .. may not be. easy for the Apex. Ba.p.k to maintain c.ontact~ with the 
primn.ey societies and th,is may hinc;ler t):le process of O.Sl3essing the correct 
dems.:q.ds b::(' the PFimnry Coop8rative SoCieties. The r.epr~s~'lltatio:Q of Primary 
Cooperative Societie~ at. the Apex level II)ay also not be ver"y adequate and· tp.e 
Apex Bank may not be able to formulate the policies exaq .. tly ·related to the .. , 
·problems and -needs of the members of Frimary Coop~rative Societies.. It was 
also argued that the Gentr~l. Cooperative Banks may be able ·to ·stimulate the 
growthj of democrp.tic forces within the Hovement and grn.duq.lly h~lp in .. the 
establishment of D: -h~a.lthy Cooperative. Hovement on democr.:J.t:i,a lines. .. · ... 

. . 

::-.The Co.nference also disc-qsse~ tho q~estion of r.a:te of;, i.nt..erest on 'loaris 
in q~tn· the two-tier and three-tier- system~. I.t vro.s 1-i}te],y, ·t~$ Conference felt, 
that in a fe\-l cases the Apex Banks may ho.ve been able to' l,end at ~ lower rate··· 
of interest through its brn.nches' but by and ,large' there ;1~iii n'qt l?e any ' > 
great difference between the rates of {nterest in these two systems: The 
experience in the State of Maharashtra in India also suggests that even after 
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th~· .est·ablishinent of separate Central ·cooperative Banks in distric.ts it is possible 
fo~ the' Cooperative Credit Societies to lend to·their members at rates previously 
cl].~rged. by Apex -Bank,s. 

The'general feeling was that in the initial stages and ~ill local leadership 
has been developed fully, a two-tier arrangement could work by opening branches 
of Apex Bank at the district level. However, witp the development of Cooperative 
Movement and with the increase in the demand for decent·rali"sation there wo1,1.ld be 
a: ~ase for converting the branches of Apex Banks "into· Central Cooperative Banks. 
It-was also thought that whatever the structure, it is pbssible to ·intensify 
the efforts for meeting the.adequate demand~ of the mempers of the Cooperative 
Societies by strengthening the resources and increasing efficiency in administra
tion. 

Structure at the Primary Level 
. l 

The need for strengthening the structure at the lowest level has ·been univer
sally recognised. To aQhieve this objective· one of the main ·aims of future 
endeavour should be the establishment of viabie units of cooperative services 
and business. Such units must be able to render effecti~ly, on an appreciable 
~ale, the functions and services which are expegted of Primary Cooperatiye 
Credit Societies. 

The test of viability should be the ability to bring about extension of 
adequate credit to a widening range of producers, to provide essential ma~erial 
and implements for production purposes, to attract deposits and to ensure, .that 
the loans are utilized for production purposes. If a primary society is able to 
provid-E?, these services, without depending on Government for an unlimited period 
it can be said to have attained viability. 

If the Primary Societies are not able to carry out the above functions, 
it i's because they have not been able to strengthen their financial position. 
Most of the societies are not able to meet even the bare minimum demands of members 
with regard to production credit. For the development of a strong and healthy 
eredi t structure, the existence of sound primary societies is nec·essary. The 
prima~ies shall have to develop their organic strength to maintain a sustained 
credit .policy •. The urge for developing internal strength .may dimi'nish ·~f. :l,:ncrea
sing reliance is pl2ced on borrowing funds from outaide the primary.organisations 
Strengthening of sh~.re capital and increasing the 'deposits are the two' .. vi tal 
means of achieving self-reliance. ·· ' 

As the Cooperative Movement is essentially intended to pro~ote t~pift.and 
self-reliance it has to pay greater attention to the problem 9f mobi~;i.Sing···the 
looal resources. The failure of primq.ry credit societies to attract rural 
savings i;.o any appreciable extent is mainly due to their inability to inspirE?, 
by their financial strength, confidence in rural investors. 

The dis~inguishing characteristic of Cooper~tive Credit Movement is the 
emphasis laid on thrift, self-help ~~d mutual aid at the different levels of the 
structure, including the primary borrower in the.village. It is in this context 
that importance of owned capital in relation. to the total· working capital is 
req~ired to be reviewed. Judged by past performance, it is .evident t4at the 
pr~cess of mobilisati9n of resources by share capital contribution will be V!arY 
slow unless individual share capital holding ,is ;r.elated to the members borrowing 
from the credit ·society. If a link i·s· establ:i,cshed between the members' sharehol
ding in and his borrowing'f~om the society it will be easier for the society to 
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grad~aJly·increasB·th~ -~~are ·cap~ta~ an~· thereby se~ure. the confidence of the 
members in ·the organisa£ion. This can also s·erve a.s··'a margin, of .security for -the 
creditors and as a cushion against contingenci~s ·and· bad debts o _1 I:t is therefore 
neqes~~ry ~9 imp~ess upon the members, through educ~tio~J that the share capital 
contriouted by th1:'3m is not only'evidE?ride of theit a.cti"tfe participation in the 
so~i~ty but ·!is also helpful in' giving an added s:tr.eng.th. -to .the credit structure 
as e: whq+e 0 • . . 

' .. 
. Equally important is the question of at~racting deposits to the Cooperative 
Credit Organisations at the··prifn~ry level·;. •'TM1 success o.f the .movement will be 
judged, 1.n. tpe 14,-"timate ~nalysis'; by the ·extent to whic.h it has succeeded in 
fostering Self-feliance at the primary-level. This· can ·only be :·achieved by 
attracting surplus in th~ villages to the society~ The problem of attracting 
deposits is closely linked to the question of rural savings. An analy~is of the 
present expenditure ratio of items other:·.than .. f:o.od.:-and..,clot}ling· ... t!fill show that the 
villagers· do ~pend a cettaip portion of their income for various.purposes other ths 
bare ne.cessi tie's. .This ·suggests that there is a po .. ·~ ·.bility of successfully tappiiJ 
surpJ.u~ inc~me '£i1' ;r:ural are!-'LS through CSJOperat;.ve chclnnela·.- ~h:e qU.e~tion 
usually asked j.s wf).ether there is csurplus ·in rural aren:s at a:ll. The-problem 
is. not 'of· 'haVine("'shrp1us but rather of'·.the wrong appr6adh· of the- villager in 
utilising his income.• .. The tact .i·s that' t11e rural population lad}{s itl_propensity 
to save and here the cooperative organisctions can play a very useful:"role,. by 
ec~ucating their members anc~. perst~adinG them to channel their savings through 
co6perative .o~~anisatio?s. · · 

... ·:As m_ost.·of the primary s-ocietie~ have
1
·a very. ·weak capital ba:se it is -

usu,a:lly not possible· for them to employ· ai.1 independent secretary -for its day to 
day work. Eventually, when the societios .\dll ·incr'ease· their f:iintincia:l strength 
it will be possible for them to have indopend8nt ·sta~f' In the mean time,the 
group secr~tary system, which has been su~dessfully ttied in many parts of India 
·and P.akist\in 1 ·may be ~ sui table al terna ti ve to employing separat.e ~taf,f, 

. : . ·., . ·. -~ .... 

'I'he 1oa.ii '·operations of credit so.dfeties· and 'th~ utilisati'on' of loans by 
members ·al;'e at present supervised by ·offio·ers of the ·cooperative· Depa~ent; 
This ·system is ·pl;'eVailing be.=aus'e most of the cooperative ·sOdiet::fes '!fre organised 
at ~he. initiative of. the derartmerital personnel and henc~ the local leadership 

. is ~gnqrarit abO\!~· the true role· of ·a ·cooperative organisatiortJ Supe-Nision, 
to ·b'~ ·effective·, -has to be _in the· hands of persons ·who ·a.re. iri a .position · 
to recommend ioans. For this type of work ·the staff of ·the- Ce~trcU:· Cooperative 
Banks shoul~ be more sui ted than the ·de'pa·rtmental pers.onnel. ·Also, the Ce~tral 
Cooperative Banks have .a yital interest in the ~ecovery of lo~s given to 
m~mber's and H· is, therefore, J:!.~ro appropriate that the responsibility for 
51+pervising th$ utilisation of loans ·should. be ·with the Cooperative 13anks .. .... . . . ··,· .. ·· .. . 

Individuai Fina~c~s by Oentral c,ooperative Banks 

Mo~t of tht? Central Cooperative Banks in Pakistan are of mixed type 
having ·both the ~ocieties and irtdividuals a:s thEiir·:menib~rs·;. ·The•e banks finance 
.~nd~viau.Bi members as_ well.~s traders io--r·:vario~a· ·purpose~; Jd s>result of the 
partition of: t~e Indo..:.Pakista:n s':tb-·qon;tf~ent:-;· tlie.re. was ··aisloca tion ·;i;h the banking 
.struct1+re in ·P~istan and traqers arid i:::1~ividuals· 'fdund ·Jtheinselves without adequate 
facilites for ?.bifai~~n~ finan6es···~ror va:fious p'll.rpos-6~ •. In yhes@ ·'circumstances 
the c·entral CooperatJ.ve Ban~s .were requested to f.1nance indiv'iduals··:and traders 
!llld this ·practice is contimi'ed so. far,'· ·The ·central Banks· also lend to individual 
farmers with large holdings CJ.S these ·fu.rmers a~e·.n6t. able to' s·e~we·.a.d.equate 
finances from the Primary Credit Cooperative So-cieties.. Most' of the ·.:primary 
credit societies are riot able to 'r.ieet the bare minimum requirements of the average 
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members and hence if they were to finance the farmers with large holdings, the 
bulk of the credit available from primary societies will go to rich farmers, 

. Hence, until the time the Primary GJoperative s~cieties are able to meet the 
· requirements of all the farmers, the Central Cooperative Banks may be required 

to finance the farmers. witn large holdings direct. This may have an adverse 
effect' on ·the loaning policy of the Central Cooperative Banks towards the primary 
societies. It is likely that the primary societi~s 1nay not be able to borrow 
adequate ·sums fr.om the ·central Cooperative Banks as a result of direct lending 
by these. Banks. However, it may also be argued that the Central Cooperative 
Banks are responsible for meeting the needs of all the farmers and hence they 
may have to continue the policy of lending directly to such farmers. 

In principle, individual finance by Central Cooperative Banks is wrong. 
The Central Banks are· federations of Primary Coope~ative· Societi'es and as such 
the primariee have a prior claim on the funds of these B~nks. Ther~fore, the 
Central Cooperative Banks should gradually reduce the finances given to individual 
farmers and try to channelise th~ir lending through the Primary Credit Societies. 

The question of forming separate societies for big farmers was also discussed 
at the Conference, If the big farmers are not able to get adequate finances 
for their farming operations from the Primary Credit Societies, they sh<iuld have 
the option of forming separate societies to secure their requirements for produc
tion purposes, In Sind, such societies have alrea~y been functioning for 
a long time. It is likely that if sep~rate societies are formed for the big 
farmers) these societies will borrow large sums. fl.'om the. "Central Cooperc:).tive 
Banks and the smaller societies may not be able to secure,adequate finances for 
their loaning 9perations, 

The question of big farmers not getting adequate finances from the Primary 
Cooperative Societies takes us to the problem of liability in a Cooperative Society. 
One of the reasons why big farmers remEdn outside;cthe .orbit of a primary credit 
society is the practice of having liability, The unlimited liability makes all 
members collectively responsible for repayment of. all the debts of the primary 
credit: societies. As such the big farmers are not inclined to join these 
societies~ Perhaps, limited liability may attract such farmers to the societies; 
but the question can only be solved if the primary societies increase their 
financial strength and strengthen their resources and create a good base for 
loaning operations on a larger scale. It will always be in the interest of the 
Cooperative Movement, which seeks to reduce class distinctions within a community, 
to have one society for all farmers in a village rather than having more 
societies for various class of people. The rich farmers can also contribute 

,;rery effectively in the efforts to $trengthen the primary societies by channelliDg 
their surplus funds to these organisations. If they support the primary credit 

:'society 1by incr·eas'ing the deposits and enlarging its base of share capital, 
such sodieties ·will be able to meet most of tbe demands of the farmers of the 
village. The qig farmers can also play a very useful role in the growth of 
able leadership at the prL~ary level. The primary unit suffers from lack of 
good leadership and this is one of the most important reasons why the societies 
have not been able to cqnsolidate themselves. 

Recovery of Loans 

The discussions in the Gonft?rence on.the subj'ect of loan recove:ries 
revealed that the ~ry Coope~ative Soeieties experience a number of difficulties 
.in the recovery of loans ·from members. The delay in recovery adv~rsely affects the 

r 
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working of sociGties; the G"~ntrS:l -Cooperative .B~nks and as a mat_ter o-r- ·r:act. the 
functioning of the credit' structure as a who le-t Among the important x:e·asons 
:for slow recoveries were lack of supervision ·on the proper utilization _of · 
loans,_inadequa"te finances by· p·rimary cOoperatives, abs<=:nce of cooperat;iv'e 
marketing facilites and the inefficie~cy of, the agencies ·r~sponsibl~ r-or ·reco-
vering the loan~. · -

One of the important drawbacks -in the credit policy of ·the Indoo..Pakistan 
·sub-Continent is that,_ by and larg~, the grant of loans to indi viduB:ls 
at the·primary level follows landed property rather than the productive purposes 
for which the ~oans are taken. A system by which borrowers az:e required to· 
have.one or two ··u.retiel!l is also prevalent in most of the areas of this region. 
In these circllinstan·ces •. · a tenant requiring a loan for a credi t-worth'y purpose 

·'·is not aple t@ obtain -ioans under the existing practice i:t; he does: rio-t _own "lands 
·or is not able to get sureties who own lands. This is a great disadvantage 
to tenant famers ·who are honest and industrious. It· thus has n~ o.dvarfla· 
effect on agricultural production. It is likely that after land reforms are 
•arried out. in all areas the flrmers may be able to offer the mortgage of his 
land for securing loans from Cooperative Societies. But-the objectives of 
a Cooperative Organisation is not to seek mortgage of l~~ds of mem~ers to pay 
loans _but to help the members in increasing th~·production capacity of their 
farms. It is; therefore, necessary for the cooperative organisations to cover· 
the class of farmers who are tenant cultivators and ·make arrangements for 
giving them. loans for prbduction purposes; as "it is not a wise policy to 
judge the creditworthiness of the members and ·ultimately of the society, 
chiefly by value of i~movable assets possessed by.the members. In a cooperative 
society the creditworthiness of the member should be assessed on the basis 

:of his repaying capacity which in turn will depend upon his earning capacity 
ruid. ·his surplus income, This basis for rep::tyihg capacity is also more 
appropriate in countriss where progr~mmes for reconstruction and developments 
are in the offing.'· If·.such a basis is accepted for evob:ing the c·redit 
poliey, the credit of .11 member will depend on -•th~ ·extent to which he secures 
loans for production purposes ~nd brings about-hn· increase in his income 
and in his repaYlng capacity. 

·Another method of. ensuring proper utiliZation of loans by membor_s o:n¢1. 
its·.repayment is so fn.r as possible, the supply of needs of the farmers· in kind. 
The cooperative·societies can·supply·the members fertilise~s, seeds, implements 
in kind ruid· deduc"t the,aost of these articles from the runourit of loans sanctioned 
to the members. ·In· taking upon itse1f ·the responsibility to supply these 
articles the ·society will not only ensure proper utilisation of loans but will 
also be doing useful services to its members and also incidentally earn;i.ng a 
small income for i ts-olf., ·. 

I 

The capacity of a member to repay the loans largely depends upon his 
~apacity to increase his production \.,rith the borrowed funds. Given adequate 
finances and other material required by hio to produce on the farm it is 
possible for a• average farmer to croGte a capacity to repay and also keep 
a reasonable share of his income for the maintenance of his family. In the 
absence of increase in production capacity, which largely depends o~ his getting 
adequate finances from the society, a farmer has to approach money lenders and 
other agencies for supplementing his income from tiwe to time. Borrowing from 
outside agencies ccmpels the farmer to give priority to these agencies while 
making repayments from his farm income. Hence the societies will have to 
endeavour to increase the percGntage of loans given to members for production 
purposes so as to ensure prompt recoveries from members. In places where 
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experiments in adequ,~te finances have been made, 'it is found that the members 
ar.e able to repay the societies .fully at the end of the harvesting season,. 

. Another important aspect in respect of recovery of loans is the extent of 
involv~ment of a member in the working of the Cooperative Societies at the 
pFimary level. The menbers will be more interested in prompt recoveries if they 
have a larger stake in the affairs of the society. This means that the 
society must try to attract deposits from ·members, increase their share 
capital and. get them involved more and more, in the working of the society .• 

One· of the most important methods in securing prompt recoveries of loans 
is the linking of credit with marketine in the cooperative structure. There is 
a s~ieant trend in recent years in the Cooperative Mov~~ent of the Indo
Paki~ani Sub-Continent for the development of Cooperative M~eting. "The 
linkage of credit with marketing in areas where it has been tried, has helped to 
speed the proc~ss of ~e~overy b~sides ensuring better prices for the produce 
of members. The Marketing Cooperative Societies, wherever formed, enable 
the prima~y credit societies to recover the amounts from the sale proceeds of 
the produce of members marketed by them. Such linking also leads to a;bett•r 
understanding amongs~ Cooperative Societies at all levels sad is a v~ry healthy 
stsp in the directio~ of horizontal integration of the Movement. The Marketing 
CoOperative Societies also enable members to make their produce suitable for 
sale Ey proeessing it wherever possible. Facilities for storage of commodities 
wh$n they cannot be marketed with advantage also increases t~e possibiiity· of 
getting ~ncreased returns for members from ~8 farm produce and th•reby increases 
his capa¢ity to repay. Land reforms and improved methods ~f production c~n 
only be listed as other methods of increasing p~duetion and event~lly 
increasing the capacity of the farmers to repay, · · 

Coer<'iye 1\feasures . 
... ' ... 

In some areas of India and Pakistan, the recovery of ·loans of cooperative 
societies are effected through the Revenue Departments, Cooperative Legislation 
in some pa~ enab~es the Rev~nue Department to recover the loans from members 
as arrears of land revenue. Although this praotiee may have f"acilitated 
reeoveries. to a certain . .extent., it is unfortunate that" ·the CooperatiVf Soeieties 
sh¢uld hav~ peen required. to seek the help of the Revenue Department In getting 
back their money loaned to their Oi-ffi members. Also recovery of I dues. as arrears 
of land revenue is bad in principle and. incorrec:t in praetice. If the 
.Coqperative Society is not ~ble to recover thQ l~~ns inde~ende~tly, it may at 
the most seek the help of the Cooperative Department, in getting batk the monty 
from :the m~mbers. .f\.lso t.he practice of sell~_n.g, .. lands of" defaulted m~mbers sh~uld 
be dis<;:b-u.raged a~ tb.e .objective of th:> society. is nt!t just to le:t;l.d money. ·but to 
hel~ m~robers in increasing their production. This problem is· linked to the 
que$ti~n of effective supervision and proper utilisation of loans by members. 
Ordinarily, .. proper utilisation of loans itself should create.·· a capacity "' . 
at1ong members to repay the amount borro¥red from the sodeties. Coereive methods 

· fo:r recovery may not be very helpful and ·should only be resorted to when .. '· 
:aeeessa:ry .• 

In Pakistan a~ intexesting programme has been· initiated· for bringing. 
ab~ut inton$-ive developments in agriculture •. This pr~gramml! iS ·knowrt as 
11 Cre.sh Progtamme 11 , In·areas covered oy this prOgraTllll'\e, all-out efforts are 

. bE?ing mo.d,e to increase ·agriculturai production. The ,.introduction of this 
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programme i-s, £i. .• ··sp.i table opportunity .for- .bringing about an effective coqrdination 
between ·-credit ·and .m<.~;:rket;i.:ng .p.qti:v:i ti:es within ·the Cooper.Q:1;.i ve Movement. The 
1ong"term needs of the fo.rmers'wi11 also h~ve to be taken into consideration in 
tbese ·.areaei"wi th a.-view to,' .. ip.~.rease the .production potential of the farms.. .., .. ,. 

.. . 
Rate' of" Inter·f3st 

Th.<?':·.~ate: of inj:,:E;lr-est· cha:~g~<l. to the ·ult-imate borrower varies from p1a8_e to 
p1ae-e: and it -is difficult--to· fii o. ·uniform· rate of interest for all primary · 
orgt3:nisations. The rate of intere~t ·should depend upon the rate of borrowing and 
thEf eXpenditute ·incur-reP, by the· Coop·erative OrganisEJ,tions at various levels and 
sho\lici be '!ierinitted ·tO' ·-vary from plc.ce t~ place according to the· .ioca,]. conditione 

·' .. ' 

. ·_Even ·if all 'du:e precautions are taken. in r.esnect of credii( operations., 
marketihg the produce of members ··nnd ro'covery.-"'f loans, it is 1:\kely that the 
Jeans may' riot-:'be r.e·covererl owing to unr..)xpelited conditions created by fam?-ne 
nnd· other c:;en1~t'gendies, In· 'such circumstances, credit struc-Gure could be saved 
::c;>4fy .~~ tn-ere ar·e:·buil't-in ·s~feguards to absorb the snpcks c~used by unexpeq:ted 
cal.anP;t,tes; ·Orie of the methods· of safeeuarding the inte:ces-t.. of farmers. and 
a:~op·erat:i.ve_ SocietiEi's :i;n such calamities is the 'insurance ·of crop a!'lfi cat._..~le 
by Tarmers.·Attompts have been ·made from time to time. to intr~duce crop and 
,qa:ttl( ~rtsi.lrance on· cQ.qperatJve basis, However, owing ... to ·the vast areas.,.;tc;·· be 
?.9.~e·r7d.-~ insurance·, --lac~. of ~xistence. of~~trong. cooperativ'; in~urancr? ..... 
organJ..;3atJ..OJ:1S and the ~!?t;l~:nde~9e of agr1.culture on the vagarJ..e~ of nature~--
it is 'very difficult to.make the insurance.-of ·cattle and crop.nn-attrac:ti,ve 
proposition both to the farm_ers G,S wel.;i. as ·to the Cooperat:L,ve .Soq·~~'j:.ie~~ ... 
However, if Cooperative Insurance is introduced in selected areas and if.it. 
proves effective in providing adequate safeguards in emergencies it,.w~li ·· 
cr~at~ a. very good exo.mplo o£: the utility of insur~nce and 1Ni;l1. :·c.:utoinlitica.lly 
J~duce 6~~-~.r· fO.rmE-Jrs· to t~..ke to c2ttle rill~ crop· insura.nce. 
·..-. ··1·:~ .1. . . 0 • 

I • ~ .. ~-~ : , • 

~poj:;lier metho'd of 'pr~viding sa.feguards for such enrergenoi~s. i~ -tl;le. 
-fl.FeO:.}.ip');i of vc.rious f1md·s_..for meeting the demo.rids created by ~9r.es9on .J. 

:Cir.c~~t.:mc'e:'S--~ A ~eginning has been made iri India in this direct;iqil with ". 
th~ starting of the'.Ciredit Stabilisr1.tion Fund ;ii1 the Reserve Bank of· -Indj.e. 
Such funds ar~. aHio::·oeipg. stit.Tted by· the Cooperative Societ.ies at: the Ape:x: 
Central "q.nd; P.·rim:'=(ry ·levels, The crec.tioh ol' such funds enb.bles th~ soci~_tfes 
to co:Ji,,V:ert S~o.rt te;rm ·loc.np into medium or long term loans when the members 
~e not ,n.ple to rep2y th~·phort term loa.ns in time. This a.lso enables tije· 
coope"'rp.tiv·e 'sdcicties to r.eoove.r the loans 1-Ti_thout dislocating their normal 
credit ope~hti.oris :md tthe.· .farmers to continue their farining oper~tiorrs 
~interrnptGd. · ·· _ . 

"• . " .... \ ..... 
. .. Finti.lly;~hq, .qu~sticm of recovery of lo'!..ns is a.lso very closely linked 

with'\h,e lo~J,.ty• b.nd ntti'tud.e of ·membGrS to,.rards their· Coop-erative Societies. 
Unless the "meinbers .re'l'iise their res}xini:!ib.ili ty in respect of the. SU:PP9f"t 
that needs to be given to the society, it is difficult for the society tO 
w.ake :progress •, Tht;; \~Qyc.]J~y of m~mbers could be ensured only if they .. l,ing.~
sto:nd ·!-gei:J;" :'C~e ~ol~~ _Viso..~:;.-:vi's 'the Cooperative Society, and 'this menns that 
s.ufft¢.i·ent .a.tt-~nt:to~ .en·~.~. ~o b~ p2id to the education of members. Whatever 
t~e ecoriomi.c rictivitie'~ of ·th~_ Qooparr-.tive O!'gariisations, they have to be 
supplemented by educ::~.ticin.."!.l .. effprts 2s· the Cooperative Society is no:f:,~only on 
.~conomic organis:::'.tion but an orgcmis::~.+,ion formed for ra.ising the status of the 
members in the society as 11 wholo 
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Reiati"ons with Other_ CI?e_qit 4genc~es 

_ ):ri .. Pakistan;·. bes.ides the credit co~pern.tives, a: number of organisations 
functi.q:P. ';fpr extending credit to ~ar:ners for production purposes or These agencies 
aj'e 'th~,,Agr~~ulturl;i.l,Pevelo~ment Bank, the Sonll Industries Corporation and the 
O:rban Co,op.erS.:tive.""Bank~. -In u.ddition, :taccavi loans. ar~_.given by the Gov-ernment 
to agr~_c'IJ.:t;turist$. for ·impro.vement of land, El:fld a~ times when there are natural 
ca.+!3Jlli ti.~~ • · 

ThGJ:··Agricultural Development- Bunk (:formerly the Agricultural. Development 
Finance Cp_rpo'rat;i.on and; ,the Agricultural Cooperative Bank) extends credit to 
farmers through its branches. at ·the taluka level. The credits given are in the 
shape :of midiu.rn a.pd.long t-erm ~oans. Short term loans above Rs.lOOO. are also 
gi'ven. The Bank aiso undertak~s general 0anking business and is expected to 
give loans for buying. of- implements and m~rketing of agricultural produce. Loans 
agi:dn.St pledges and. mortgages are also advanced. However, as· this bank has to 
C!!l,t~r to the needs' of the vrhole_ country' .it is not poosible for it to penetrate 
'further into the rural areas at this _staze •. 

. . As the Cooperative Movement in the country is able to meet only ten per 
·eent of the total demand for agricultural_ credit, there is vast scope for the 
Agr~c~tural De1elopment Bank to gr~nt credit for agricultural production. The 
t:on:ferehce discussed at length as to hm.J the Bank could supplement the efforts 
of the Cooperative Societies in providing credit to all the·creditworthy agricul
tur~sts •. Fear was ~lso expressed that the existe~ce of various types .of organi
sations leads to duplication of efforts and overlapping of functions in the field 
of Cooperative Credit. However if.we have a close look at the problem it will be 
evident tha:t there :iG sc0pe for all these organiza:tions mrking in the ··field and 
the question. of overlapping of functions need not arise~ The question is how best 
the activities of both these organisations could.be .coordinated· so that they· 
function as complementary to each other. Elimination of competition may not solve 
the problem of providing adequate credit. It is true that in the Indo-Pakistan 
Sub-Continent, ihe.Gove~nments have recognised the Cooperative Organisations as 
the agencies best suited for disbursement of credit to the farmers. Although at 
present the Cooperative Organisations are not the most efficient credit organisa
tion~ it should be the endeqvour of all agencies responsible· for Cooperative, 
Development to see that ·the_ee bodies, in viow ·of the special rclevll.nce·· they- ~an 
have .in helping· tho farner, nhould develop into ef!ici.ont· .'.conomic unit:! eo as 
to·· ,grndWl.l~~ .ti.l4o ?Vor tho ontire loaning op~ations for agricultil.ral produc~io1 
In th? ::1ean t:l,nfi. there is acope fOJ;'· 1:!].1 the organisations· J.n this :field·.-

.~. ~· • ! • 

The Agricultural Development Bunk can concentrate very effectively on 
giving_ mc9-itlll\ ~e:r;m and long term _loc.ns. If it is possible to do so, the. 
_p.ec.~~sit;i for starting a scpa~at-3 lnnd n,ortgage bank in· Paki:st.:m may not· a=:J:-.?·.a. 

· The·"Ag;ricu,l t~al Ds:vel_opment Bunk can also .:;rant loans for supply and markel:.ng 
f~cp.it.ie_'s to. the fy.+mers, It,,cnn usefully lend for Gleveloping subsidiary 

· ~bcupa~ions for the fo.rn.era. Th0S<3 occupatio~s could be village -and 'cotte:e. 
industries and a~l;i..ed ccon,omic 1 ac.tivtti.e[;l·in t:!le rural· areas. Also;·til] vhe 
OoqP.btative O:q~~-.l..isations Are· o.l;Ji~ .. :to· mE">et- the credit needs of the big r ... ·mers 
fo'r-'-production purposes, tho Bank can continue to lend to. such farmers ::S 
before •. 

. ,,-·'+·. rhe Agriciui tl.U'ai DE3v.eioP.ment Bank can 'Plajr':a 'very us'eful. rale' i!'l. the ·. 
dev~J;opment of th~ Goop.~r:a.t.iVQ: M6vement while oontinuing its· operation: of 
various types. It could also act as a promotional agency for the dev(1.opment of 
Cooperative Societies. The ultimate aim of this organisation should )G the. gradual 
withdrawal from the rural areas and its replacement by the Cooperatjl8 Cred~t 

1 
Organisations. 
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In the Indo-Pakistan Sub-Continent the Cooperative Organisations get 
generous help from Governments by way of loans, subsidies and grants. In some 
areas the Governments have also accepted the principle of state-partnership in 
the Cooperative Organisations with a view to increasing the financial strength 
of these organisations. The State partnership is to be gradually withdrawn when 
the Cooperatives are able to stand on their own. However, despite of all_these 
efforts, these organisations do not seem to grow in strength and have fallen 
into the habit of banking upon the government for assistance. It is not unlikely 
that to justify their need of.Governrnent help these organis~;ttions may never 
develop their resources and fulfill their obligations to the farmer~. The 
critics of the Cooperative Movement night ask as to what extent an enterprise, 
although inefficient, should be maintained.'· It ·is likely that only faith 
might lead us to support the Cooperative .tlctivity. If this is the case, it 
will have a very adverse effort on the growth of the Cooperative Movement. 

Although tho Conference agreed in principle that th~re might be more 
than one organisation at the higher levels, it was felt that at the primary 
level there should be only one credit agency. All the credit to the farmers 
should as far as possible be channelled through tho Cooperative Organisations 
even though the source for giving this credit may not be from within the 
Cooperative Movement. In areas,. however, where the Cooperative Societies·them
pe~ves are not developed, the Agricultural Development Bank may be reauired 
to. ·give loans to farmers including short-term loans for prodt.ction ;purposee. 

A suggestion was also made that the Apex Cooperative Banks and the . 
. Agricultura~ Development Bank should be merged so that a single organisation 
might be re~ponsible for providing Agricultural Credit to the farmers in the 
country. Whatever be the merits of the various arguments for and against th.e 
functioning of more thari one credit o~ganisations, it should be realised t~at 
the important thing in the .credit policy of a country is the defining qf . 
objectives of such a policy. If the·objectives are clearly defined, it should 
be po~_sible for all the organizations to aim J.t the same goal viz. incr<?asing 
agricultural production to the best advantage of _the farmers. Then it should 
not be di~ficult to reconcile the activities of all the organisations in the
fi_<?Id. 

'The taccavi l-oans given by tha Government 'are mainly distress loans. 
and. may not cone in tha way 'Of Co operative Organis·ations. However, it :is 
·necess~ry ,to restrict the scope of these loans to the conditions created by 
natural calamities. If the'Goverlli~ent decided to advance such loans for ·' 
improvement ~f lands it should be an accepted policy of Government to channel 
these loans through Cooperative Organisations. 

The Urban Cooperative Banks in Pakistcn are located mcinly in the Western 
Section of the country. Most of them are working on the same basis as. commer~ 
cial banks except for the fact that so::l.J of them advance loans to small 
industries. Tho majority of them advance loans to traders and induetri~ist•. 
Loans are also advanced on mortgages. In India, some of the Urban Cooperative 
Banks have taken the role of financing the snall scale industries and majority 
of them are organised to help the small traders and middle class peopl~ with 
regard to their credit needs. 

It is dif'ficult to visualise thG role of the Urban Cooperative Banks 
in respect of agricultural credit •. However, they have a function to perform in 
financing small scale industries in the rural areas and thereby helping the 
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farmers to supplement their income. If these banks are able to mobilise savings 
in urban areas for financing such activities, in rural areas it will be a very 
helpful supplementing activity to the credit operations of the Central Cooperative 
Banks and Primary Cooperative Societies. The financing of traders by urban 
banks may automaticSJ.ly affect the Consumers Cooperative Societies as traders 
are generally in direct competition with the various Consumers Cooperative 
Organisa~ions functioning in the rural areas. Hence, it is necessary for the 
urban banks to rephase their loan policy so as not to hinder the progress of 
the•~onsumers Cooperative Societies. 

The Conference also discussed the problem of fi~ncing the Housing 
Cooperative Societies. The financing of Housing Cooperatives required long 
term finance and the Urban Cooperative Banks or other credit ageneies were not 
suited for the purpose. It was necessary to have a~eparate Cooperative 
Organisation for financing HousingvOooperative.Societies as in the case of 
India. In India the housing societies are also financed byLife Insurance 
Corporation of India and various credit agencies in the field especially the 
.Cooperative Banks. Inspite of all the efforts of the credit organisations, 
housing activity is not able to benefit from the cooperative structure to the 
extent expected and there is an urgent need for intensifying credit faciliti~s 
in respect of Cooperative Housing Societies. In addi\ion to the loans given 
by the credit agencies, it is necessary for the government to help the societies 
in acquiring lands and in securing material for construction of houses. Besides 
financing ~d help in supplying materials, it is also neoessary to ensure· 

crigorous standard of housing in the country so as to help in providing a deoent 
standard of housing to all classes of peopl~. 

In some countries like Sweden, the Cooperative HovGment has playeq a. very 
useful role in promoting the growth of housing on sound lines. The Government 
also advances loans for building houses, but these loans are channelled through 
Cooperat~ve Organizations. ;Very rigorous standard of housing are insisted 
upon. Fifty p~rcent of the loans given are free of interest, The lo~al autho
rities help in planning housing schemes and Cooperative Organisations arc well
equipped in the technical matters pertaining to the construction of houses. 

·The most important thing about housing activity in Sweden is that it is ·treated 
as a continuous activity and not as an activity to solve a temporary problem. 
A constant incentive to build houses is provided to cooperative societies and 
its members. 

Personnel Management 

The question of personnel management and problems relating to training 
and administration in the Cooperation Societies is of vital importance to the 
Cooperative Hovement. The efficiency of the Movement could be ensured only 
through a trained cadre of employees and a healthy wu1agement structure at 
various. levels. The· system of recruiting employees in the movement to the 
various posts in the Indo-Pak~stan Sub-Continent varies from plaee to ~lace. 
But by and large, !'1ost of the societies at the lower level recruit their own 
staff. In case of societies at the higher lsvels, the Chief Executive 
Officers and Managers are Governnent servants who have been sent on deputation 
to work with the Cooperative S6cieties. In a few itates in India and 
Pakistan, direct recruitment of senior officers is made by the Cooperative 
Movement itself. 



14 

The question.- of recruitme~t' of st.~ff j_s very relevant to the problem of 
~~fi-c:tericy in the Coo}:>e!lative Mov~ment. On ·the ·one. hand,. if the· societies are 

. pe~i tted _to .. re:crui t. their own staff; it is . sometimes likely that 'sui.tabl.e persons 
a~~ .not appoJ.nted for·:the .post; .. on the other .hand, if appointment:;l are made ·by 
other agenciesi the· right .&f the Managing Committee to appoint its own ·staff is 
violated. Howev~r, in.order to bring.about a better coordinatio~.within the 
Coope·rative·Movement, it is necessary,to evolve. some sort of a cadre for organi
sat:j.ons below district level and provid? employees to var:i;.ous Cooperative Organi
satipns out of t~is cadreJ The senior officers are usually ~ppointed ~y the 
Governme!1ta Howeyer·if a suitable machinery is evolved within the Cooperat:i;.ve 
Movement to select personnel for Yarious types of Coop~rati v.e Organi:;3ations, it 
we~d be ·Jibssibl·e to· provide efficient staff to all sections of the Movement as an9 
when required. This recruitment activity can very w9ll .be linked to the education 1 

of persb:nnel select€d:,ana ·only aft-er: they are educated will they be s.ent. to the 1 

coopera,tive .s'ocieties for various purposes. · . · .. 
.. .:;~t ~8 lik;ely· that State, partnership may compel th.e_ qo~·ernmen-t;.. to' insist 
·on the sqoiety -to ac·ce,pt<.a-Government:··officer as on :Executive Officer· •. ~owever, 
'i.~,.:·t).e movement :is ~b~e 'to evolve. its, .own select-ion mach4-nery :i,. t will be. possible 
:·tor t~~ GQ'V'9rnment; a-tso to :r.ely :on :thi-s .. selection r.ather than ins:i,..st O.z:l ':i, ts own 
:officers ·being 'appoirtted to various :p.os.ts ( . . 

.. . ; .. 'fhe question of relations between; the 'employee !ar~;d· the manag~ment ·has 
engaged··the' ·~tteritio:t'l. ~f t~e Cooperative Movement _in the vari?~s. pat'\;~ 6r the wor19 
for f1 long tJ.me. The ~ordial •• :celations betwe~n the two sect:LOns of th~ .. ~a~agemenl 
.are'of vital_importru1ce to the running of Cooperative Societies• The qtiestion 
~an be s·olved only ·-if- a. proper division, of. functions between the two is affetted. 
'1'~1e: ,tendency· to 'encroach upon th& spheres o.f others will have to be gradually 

--.~h~c_ked:. The managing[ cotnmi ttees will have to increasingly rely S.m the 'fhowledge 
.and advice of its· trained and efficient personneL J:t is also neceptsary··in 
'th.e 'inte;rest of· efficl.ency. to delegate' authority and power,s to responsib~e 
<J'!-:ficers''Vi tpin 'the MOvement and to leave only the broad ·question of ,J:>pl~cy to 
the management ·ror·decision. · 

: ••• • .: ,t • ; ~ •• • ::~ • 

I• '{ • 

. ·.The' Cooper8:t-iv'e Movement ·suffers also .from iack .of initiative in recruit-
ing personnel from the ·opein market. 1-1ost of the commercial .organisat~~ris ·· 
rec~it personnel from amongst the highly educated classes for manning .Y~rious 
important positions in their organizations. They also concentrate' on the training! 
of these personnel after selection. The salaries given to the employe~s of 
p~~vate organisations are also comparatively higher than··those given- by· the I 
Cooperaif?-ve Organj,-sa~ions·, T_h~ CoopBrati ve Novement will .have to do some thinking 

, in the '·matter of selection of ·proper .personnel for its organisations. I~ is also . 
nec.~ssai'y to insi_st on ce:tain qualifications for re9rui tment. 

~· '·,J • " 

'J'he' Coop.~r~t~ve Movement can achievt=J this obj ectiv~ _ocly if it . .l8oks beyoruJ 
the ~conomic activity~whieh is of immediate concern to all Cooperative.S~cieties. 
The Cooperative·, s:ocie'ti·es aim at increasing t~1e standard of. living of i:.:fi~ people 1 
and at .PaiSiz:lg, th•Hr status in so·ciety. This·, could- be achiev.e,d onl:f ~f ;:the person1 
nel working in ·:the Gooperative Mo'vement realised the ~:t'U~ ;role ·of a Co~perative 
Org~isation and hclp~''the mymbere in realising this aim py deyoting themselves 
to the service of membership of the Movement. a.s a ·whole. Th~.: Cooperative 
Serrl.ee is something more than merely a broad-earning act;i.·v:i ty. ~The C.ooperati ve 
Personnel should be taken into confidence within the Movement so that the arti
ficial distinction between the members and employees of th'e societies gradually 
disappears and all parsons working for the Movement are considered as equal 
partners in the cause which is so dear to us all. 
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List of Subjects discussed at the Conference on 
Cooperative Credit 

1. Cooperative Credit Structure. 

a~ What should be the number of tiers in cboperative credit structure? 

b. What should be composition of the apex and district central banks? 

c. Should mcmbershi~ of apex and central baru(s be restricted to 
societies or may it include individuals also? 

d. Whether the liability of shareholders at primary level should be 
limited or unlimited? 

2. Loaning Policies· of Cooperative Institutions at apex,. secondary and 
primary levels, 

a'! Should secondary institutions (central cooperative banks.) advance 
loans to individuals? 

b. Should loans be advanced to nvn-members? 

c~ What should be the nature of Security? 

3. Problems of re~overy. 

4. Relationship of credit cooperatives with other institutional credit 
agencies :-

a. Agricultural Development Bank 
b. State Bank (Central Bank of the Country) 
c. Government (Taccavi loans) 
d, Other agencies 

5• Role of Cooperative Credit in respect of : -

a~ Settlers in new areas and colonies. 
b~ Tenants who become proprietors under land reforms. 

6~ Problems of Cooperative Credit in urban and industrial sector. 

a .• Organizational and functional 
b .• Size and area of operation of an urban bank 
c. Credit for small and cottage industries and trade 
d.. Credit for housing. 

1. What should be the nomenclature of the Cooperative institutions under
taking banking busines~, 

Should the word 11 bank11 or its derivative be used in any primory cooperative 
society e.g. urban and mercantile cooperative banks industrial 
cooperative bQllks, taluka ond z~mindari banks, 
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8, Rate of interest at various levels in a Cooperative Credit structure.

a.. What should be the rate of interest on deposits
b. What rate of interest should be charged, on individualsj should 

it vary with the nature of security?

9, Problems of personnel management..

a^ Should cadres of service in cooperative credit institutions 
be integrated? If so, at what levels.

b. What measures should be adopted to ensufe. interest, efficiency 
and honesty of employees4

Presentation of country statements indicating.existing systems with 
special mention of problems confronting them and their solutions.
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