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Foreword

The Cooperative credit sector is the oldest sector of the 
Cooperative Movement in the Asian region. It still occupies 
a predominant place in the movement. Various aspects of 
cooperative credit have formed the theme of discussions at 
a number of technical meetings held by the Regional Office 
and Education Centre for South-East Asia of the Inter­
national Cooperative Alliance. Attention has also been 
given by the ICA during the past several years in its educa­
tional programmes to vario,us aspects of cooperative 
management including financial management and several 
technical meetings have been held on this subject.

An Open Asian Conference on Cooperative Credit and 
Financial Management, the third in the series of Open Con­
ferences, was held by the ICA Regional Office and Education 
Centre, in Madras, India,- from 15th to 22nd November 
1976. It v̂ âs attended by 141 delegates from Bangladesh, 
India, Malaysia, Nepal, Singapore, Sri Lanka and Thailand.

This publication contains the texts of the speeches made 
at the inaugural session, the papers read at the conference 
and the group reports. It is hoped that the publication 
will be found useful to the cooperators of the region.

P.E. W eeram an  
New Delhi, ICA Regioml Director for
June 24, 1977. South-East Asia
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Welcome Address by ^ r . R.G. Tiwari, President, 
National Cooperative Union of India

It is a , great privilege for us—the cooperative movement 
o f India and for me too to extend a warm welcome to tho 
chief guest Mahamahim Rajyapal and to the distinguished 
cooperative leaders of our neighbouring countries of 
South-East Asian region, who are with us to-day. I also 
welcome our friends, the invitees who could join us in tho 
inaugural function this morning organised in connection 
-with the Open Asian Conference on Cooperative Credit 
-and Financial Management. We particularly feel honoured 
by the association of Sukhadiaji who could spare some 
time to inaugurat©-this important Conference and guide us 
in all deliberations on very important aspects of coopera­
tive movement—credit, and financial management. Shri 
Sukhadiaji apart from4»i£ig an astute statesman and a wise 
administrator, has a glorious background of service and, 
sacrifice during struggle for freedom of our own country 
and has an intimate and deep association in drawing the 
basic policy and programmes for cooperatives vis-a-vis 
the developmental programmes for the country and with 
all such task that require wisdom, foresight and determina­
tion and it is in the context of such work that this quality 
of head and heart are exhibited in full measur e. We are 
really happy to find him in our midst and receive his bless­
ings and guidance for the success of the Conference and 
its fruitful deliberations.

I need hardly stress the significance and importance of 
the subject of the Conference. It has added importance for 
the Cooperative Movement of India as it is taking place 
•during the cooperative week cel^rations which starts in 
India from 14th November and thus associated with tho 
birthday of Shri Jawaharlal Nehru, the architect b^po*st-in- 
4ependence India, who had keen interest in the grovv^h, and 
•development of cooperative movement as poteiitrinstfument, 
of socio-economic transformation, as one of two basic



democracies, the other being Panchayat required to look 
after the affairs of the grass-roots designed to bring about 
by Five Year Plans assigning cooperative a vital role in .the 
process of their implementation. During the Cooperative 
Week also falls the birthday of our Prime Minister 
Smt. Indira Gandhi on 19th November, who is deeply 
interested in the cause of weaker sections of the society 
and is struggling against all odds to bring a ray of sunshine 
in their life by taking all such measures to ensure their well 
being. She desires the cooperatives to take increasing 
jesponsibility in the endeavour and desires the Cooperatives 
of India to join hands to help and assist them in their strug­
gle against exploitation and ensure their socio-economic 
growth. It was our Prime Minister who raised her finger 
against bureaucracy and politicalisation of the Cooperative 
Movement and desired its healthy growth to the service of 
our people. Her occasional guidance and directions have 
been a source of great inspiration for workers and leaders 
associated with the cooperative activities.

The subject of the Conference is pertinently of great 
significance for all the countries represented in the Con­
ference, who share in great measure agriculture based 
socio-economic conditions and problems accruing there­
from, conditions, of which we all are too well aware to 
be enumerated in details. In all our countries cooperation 
is held as an effective means to meet the challenge and 
assist the developmental programmes, particularly, in rural 
areas.

Cooperation in India, as in other participating countries 
generally, was initiated with the limited purpose of protect­
ing the agricultural community from exploitation of heart­
less money-lender, who had no interest in the well-being, 
of his debtors, his sole attention concentrating on his 
maximum personal gains sometimes resulting in utter ruina­
tion of the debtor with an eye on his land—the only source 
of livelihood and there were millions of cases where the 
debtor lost everything to the money-lender creating a huge 
cleavage of economic disparities between him and the class 
of persons who strangled him with his advances. The 
problem assumed an enormous shape and cooperation



was introduced to meet the situation. It must be said, to 
the credit of cooperatives, that they largely succeeded in 
this task. The cooperatives have spread in every nook 
and corner with an objective of one cooperative society 
in every village. In India more than 90 per cent villages 
(of more than 300,000 villages) have thus been covered; so 
also about 45 percent of the population, which constitute 
80 percent of 600 million of the total population.

Cooperatives constitute one of the major institutional 
agencies for credit distribution in Indian villages both deve­
lopmental and operational. I deem it a significant achieve­
ment. Further, the cooperatives’ share in agricultural 
development in India as also in increasing food produc­
tion has been quite appreciable.

The success achieved in the field of agriculture led to the 
affiliation of cooperative approach to various fields of 
economic interest. After the cooperative agricultural credit, 
agricultural marketing cooperatives were introduced to 
protect the producers from the exploitation of traders, 
who taking advantage of innocence of farmers, paid him 
as little and took as much as possible irrespective of the 
investment and cost of production. It is to the credit of 
agricultural marketing cooperatives, headed by the National 
Federation, State Marketing Federations ^nd Primary 
Marketing Cooperatives that this was implemented. Till 
the Cooperative Marketing and later the Food Corpora­
tion of India entered the field. Support Price Scheme was 
more or less on paper. The need for the services of con­
sumer distribution was felt comparatively late.

Against similar tendency to protect against exploitation 
of trader class particularly during abnormal conditions, 
the need was felt to organise consumer cooperatives for 
distribution of essential articles of daily needs. In my 
country consunjer cooperatives both in the urban and rural 
areas are organised with National and State Consumer 
Federations to help and guide. Apart from these three 
major ventures cooperatives have entered in all conceiv­
able economic fields like industry, housing, labour, dairy, 
fishing to urban thrift and credit, handicraft i-tOi, name 
a few and in ail such areas meant for the good^df people



generally. This expansion has largely been due to sus­
tained support both in policy of preference and other 
material and expert assistance of the National Govern­
ment, which is keenly interested in the healthy growth of 
cooperatives to serve the interest of the community parti­
cularly those belonging to weaker sections, whose inter­
est is the major concern of the National Government. I 
presume, alike are generally the problems of all partici­
pating countries in the Conference and the cooperatives in 
each of them have made their own contribution in the way 
suited to the characteristic conditions prevailing there. 
The cooperatives as I said, are associations of essentially 
non-viable units of our societies and the inherent weakness 
is bound to be reflected in all such associations constituted 
of them. To save and contribute to the funds of cooperative 
societies by this clkss of people is a difficult task unless 
they assume economic viability, for which not only credit 
but intensive extension services and education in modern 
technology and availability of resources, other than credit, 
are highly desirable and essential. I feel there is much 
need for improvement in cooperatives in this aspect if they 
are expected to serve effectively and efficiently. There needs 
to be g r e ^ r  expansion and integration between the Govern­
mental ^tension services and those of cooperatives. This 
further necessitates greater coordination, both horizontally 
and vertically among the cooperatives too and a real contri­
bution by bigger State and National Level Federations in 
developing the primaries which in fact serve the people. 
The real benefit, I feel particularly in Indian context, all 
accrue to our people only w h en ce  primaries are properly 
developed and equipped b o j^ ln  men and matter.

So this conference is of great importance to our coun­
tries. There are many important and exciting papers pre­
sented for the Conference prepared by people of experience 
and wisdom including my intimate friend Shri Kularajah, 
a versatife leader of Cooperative Movement of Malaysia, 
among other equally competent cooperative leaders of this 
region. It is generally realised that the cooperatives are 
well suited for activities associated with welfare programmes 
with social controls affgcting the life of large masses of peo-



pie and the Governments in almost all developing coun­
tries utilise generally cooperation to achieve the objects- 
of such programmes. Cooperatives too essentially work­
ing for the socio-economic welfare of its members feel iden­
tity of objectives and purpose, associate themselves with 
these programmes.

Now such an association necessitates encouraging under­
standing between the Government and the cooperatives. 
It further calls for recognition of certain basic tenets andi 
idealogies like autonomous character and democratic 
management and spirit of self-reliance so also apprecia­
tion of the anxiety of the Government to service the people- 
exploited and squeezed economically, socially and morally 
for centuries and to give them their due in the social order 
of the nation. The success of achievements of these wouW 
be largely on the mutual understanding and appreciation.

It hardly needs emphasis at my hands that credit and 
financial management play a pivotal part in all these en­
deavours. Cooperatives in India, as also in other coun­
tries, face the problem of adequate credit for all these 
development programmes more so as they have to deal 
with people with limited means. Very often issues on 
viability of cooperatives have been raised resulting in struc­
tural changes quite too often, as in India three or four 
times within a decade, without much appreciable results. 
In this regard the ICA Regional Office and Education 
Centre, New Delhi, under the guidance of its Director Mr. 
Weeraman, assisted by Mr. Rana and Mr. Gunawardana, 
is doing a yeomen service to the cooperative movement 
of South-East Asia. It helps not only in providing mate­
rials and information of cooperatives in developed coun­
tries but also provides occasions for the cooperative leaders 
and workers to sit around the table, exchange experiences 
and notes and evolve common and effective strategy to 
meet the challenges and serve the common man more 
eflFectively. We express our appreciation for their services 
to Mr. Weeraman and his office.

I am more and more convinced that the cooperative move­
ments in developing countries have historical role to play 
in the process and effects of socio-economic transformation



our society which has much in cominon and, may I have 
■your permission, my cooperative brethren, to appeal to 
■you all to address ourselves to this solemn task of building 
Dur societies in a way that it leaves no scope for further 

'■exploitation and extend ear assistance to people—less for­
tunate ones to improve their living and bring a ray of sun­
shine in their life. I am sure the deliberations of the Con­
ference would be^highly purposeful an4 fruitful.

I am aware most of you delegates are returning from 
Tehran after a strenuous journey and exhausting work 
there and with taste of very hospitable treatment by Iranian 
Cooperatives and Government of Iran. In'comparison to 
Iran’s hospitality our’s may look poor, but let me assure 
you with sincerity that in depth of emotional touch and 
«ur anxiety to serve you and make your stay within'our 
conditions comfortable, you will not find us lacking. How­
ever I do request you to pardon us for any shortcomings, 
that you may find which is more due to the involvement of 

,the cooperatives in functions connected with Cooperative 
Week Celebrations taking place all over the country with 
great enthusiasm and dedication.

I thank you all for yout association in the Conference. 
Sukhadiaji, we are really grateful to you for your kind 
presence here amidst several odds and occupations.

May I assure you that we feel honoured and encouraged 
by your presence with us to-day.
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Address by Mr. P.E. Weeraman, ICA Regional 
Director for South-East Asia

It is my great pride and privilege this morning to address 
a few words of welcome. I am very grateful to the dis­
tinguished participants in this Conference for coming here 
from all over the region of South-East Asia. I am very 
grateful to the representatives of the ILO, IFAP and FAO 
and above all to His Excellency the Governor of Tamil 
Nadu for their gracious presence.

Mr. Tiwari, in his speech, mentioned the very fine hospi­
tality that we received in Tehran. As one who has been 
in India for nearly nme years, I can say that the Indian 
friendliness, hospitality, sincerity and humility cannot in 
any way be surpassed by any nation. Though Mr. Tiwari 
says that arrangements may not be so good, I can assure 
you arrangements made, here have been excellent and more 
than that, I am sure all of you will be very satisfied with the 
warmth and hospitality that they will shower on you. I 
-am also very grateful to the National Cooperative Union 
of India and also the State Cooperative Union of Tamil 
Nadu for all the arrangements that they have made for the 
success of this Conference.

This Conference is the third in the series of self-financing 
Open Conferences organised by the International Coopera­
tive Alliance Regional Office for South-East Asia. As 
most of you are aware, the ICA Regional Office for South- 
East Asia has been in existence since I960 and we have 
had over 100 technical meetings, conferences, regional 
■seminars and workshops and we have given assistance to 
the national seminars held in the 14 countries which we 
have the privilege to serve. Upto 1974 all these seminars 
and conferences were financed by the ICA and by our 
member organisations in the region. The ICA gave half 
the cost of travel while the participants give the balance 
amount through their supporting organisations. In 1974 
the ICA Council for South-East Asia recommended that



we should, in addition to this, try our hand at having self- 
financing Open Conferences and I must say that this has 
been a great success. The first such conference was held 
in Malaysia on the subject of Consumer Cooperation. 
The second conference was held in Manila on the subject 
of Cooperative Management. This is the third Con­
ference.

The ICA is the world body of cooperative movement. 
It was founded in 1895 and so it is one of the oldest inter­
national non-goverimiental organisations in the world. 
The ICA has a membership covering 65 countries and its- 
members serve 326 million cooperators. Therefore, the 
ICA is not only one of the oldest non-govenmiental orga­
nisations but is also the most widespread non-governmental 
organisation in the world. The ICA seeks to set up a  
non-profit system of production and trade, a cooperative' 
system based on joint self-help and organised in the interest 
of the whole community. The ICA is neutral ground wher& 
people holding most varied opinions and professing th& 
most diverse creeds may meet and act in common. Coopera­
tion is an organised service in the interest of the whole- 
community as against the present struggle for profit and. 
domination. It is in line with this, that the ICA started the- 
Regional Office in South-East Asia, for it is in the develop­
ing countries that cooperation is most needed^ It is very“ 
important for us to stress the social and economic values, 
of cooperation. On the social front, the Cooperativ& 
Movement seeks to replace capitalists and middlemen with? 
producers and consumers as controllers of the eco­
nomy. It reduces the capital to the position of a wage- 
earner and gives it only a fair interest. This reduction o f 
capital to the position of a wage-earner is by itself, as stated 
by Prof. Gide, one of the Presidents of the ICA in the early 
part of the centuV, a social revolution. More than this, 
the Cooperative Movement seeks to develop the self-reliance 
of the people, t(y develop their capacity for managing their 
own affairs aijd.to train them in the processes of democracy 
and also to strain them in thp discipline of being loyal to- 
democratic decisions. Unless these values and attainments 
are aijj^uire'dr 'by the people and unless producers and
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consumers bccomc controllers of the economy thereby mak­
ing thc'peoplc economically independent and socially self- 
reliant, political democracy will come to a grinding halt. 
Therefore, the value of the cooperative movement cannot 
be overrated. It is important for the development of any 
democracy and it is important not only for the people but 
also for the government, for the cooperative movement is 
strongest at the very point at which any government is at 
its "‘weakest — the grass-roots level. Therefore, the colla­
boration of the cooperative movement in schemes of deve­
lopment which depend for their success on the participation 
of the people, is very important, for without the people’s 
participation, such development schemes cannot succeed. 
Therefore 'all schemes designed for development will fail 
if the cooperative movepient does not collaborate with the 
government and if the government does not associate the 
people with it and if the people are not given the oppor­
tunity of being free and equal partners of the state in the 
great task of nation-building. The cooperative movement 
is also a perennial source of information to the government, 
barometers of public opinion, telling the government what 
the wishes of the people are. Therefore, the cooperative 
movement is a must for every country.

We know that in the countries of the fegion, the coopera­
tive movement has a very big role to play. In this context, 
it is very encouraging for us to see that the Governor of 
Tamil Nadu is here to inaugurate this Conference. Once 
again I thank Your Excellency for your gracious presence 
and you other distinguished ladies and gentlemen for com­
ing here.

II



Address by Mr. Mohanlal Sukhadia, Governor 
of Tamil Nadu

I am very happy to be in your midst to-day to inaugurate 
this Open Asian Conference on Cooperative Credit and 
Financial Management organised by the National Co­
operative Union of India in collaboration with the Inter­
national Cooperative Alliance. I understand that dele­
gates of ten countries of Asia, the I.L.O., the F.A.O., the 
International Federation of Agricultural Producers and 
the National Level Organisations of India are participating' 
in this Conference. ^

When one speaks of cooperative credit, one has in mind 
only cooperative credit for agriculture, especially ŵ hen it? 
relates to Asian countries. The Indian economy — even 
^s the economy of most of our Asian countries — is depen­
dent predominantly on agriculture. About 50% of the 
national income of India is derived from agriculture and 
70 % of the population depend on agriculture for their liveli­
hood. Several factors inhibit the growth of agriculture 
from a mere way of life into a full-fledged industry or busi­
ness. Most of the holdings are small and fragmented. 
Land tenure is still mostly insecure. A vast majority of 
the fanners are yet to take to modern methods o f  cultiva­
tion. Agriculture continues to be at the mercy of the 
vagaries of nature. Marketing arrangements are yet to 
improve to assure the producer of a fair price. Unless 
these factors are tackled and agriculture developed, rural 
regeneration and rapid growth of the econoJny of any 
Asian country will be impossible.

Several measures are necessary and are being taken for 
the modernisation and dev^lopmenl of agriculture. Land 
reform legislation to establish the right of the tiller of the 
soil to cultivate the lands without fear of eviction has much 
to do in this direction. Extension of irrigation from surface 
or underground water, involving considerable investment 
and planning is another important measure. Search for



newer and better high-yielding varieties of seeds and effec­
tive extension service for their adoption, as also for the 
apphcation of the right type of chemical fertilizers and 
adeptrpn of plant protection measures, have to be stepped 
up. pn- top of all these, the necessary inputs including 
credit which is the major input, should be made available 
to the farmer in adequate quantities and at the appropriate 
time. Credit plays a large part also in the development of 
land by way of reclamation, putting up of tube-wells and 
open wells, installation of pumpsets etc. It hardly requires 

^ tp  be stated that credit is the pivot of all agricultural 
^.dWelopment.

has been recognised that only the cooperative organisa­
tion at the Village Level is suitable as a credit organisation 
for agriculture. This is true not only in the case of India, 
but al§o -in^the case of many of the developing countries. 
There ma^^ Ĵje only some" difference of opinion about the 
area, the co-operative organisation may cover and the func­
tions it may undertake. In India, we have gone through 
several stages of evolution of the size and functions of the 
agricultural cooperative society—from “One Village—One 
Society” for the provision of credit alone, to the Farmers’ 
Service Society, covering about 10 villages with subject- 
matter specialists to guide the farmers in the new techniques 
of agriculture, dairy farming etc., and with the integrated 
objects of provision of credit, agricultural inputs, processing 
and marketing facilities and other services. The agricul­
tural credit cooperatives in India have made a fairly good 
progress, especially over the last two decades, under the 
successive Five Year Plans. The membership has gone up 
from about 8 million to about 35 million and the annual 
agricultural advances from about Rs. 500 million to about 
Rs. 8000 million. The Cooperative Land Development 
Banks, which look after long-term credit for development 
of land, are also rendering a good account of themselves. 
The share of the cooperatives in the provision of agri­
cultural credit has increased from about 3 % to about 35 % 
of the total credit needs.

We cannot wait till the cooperative structure becomes 
fully able to shoulder the entire responsibility of meeting
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the demands thrown up by modernisation of agriculture. 
We, the developing countries, havp^ to hasten fast and 
improve the national economy, which is dependent on 
agriculture to a large ejctent. We, in India, have therefore 
thought it necessary to supplement the efforts of the co­
operative credit structure and pressed the commercial banks 
into service. ^ During the last 5 years; particularly after the 
nationalisation of the major commercial banks, the com­
mercial banks are paying special attention to financing of 
agriculture in areas where the cooperatives are weak. In 
order to give a fillip to the provision of agricultural credit, 
especially to small and marginal farmers, Regional Rural 
Banks which combine the good feature of commercial banks 
and cooperative banks are being set up in the country. 
Since October 1975, 27 such Regional Rural Banks have 
been set up and 70 of them are expected to be set up by the 
end of 1977. I fervently hope that the cooperative credit 
structure will take this as a challenge and develop itself 
before long to play its rightful role fully.

In order to help small farmers. Small Farmers Develop­
ment Agencies have been set up to intensify extension work 
and provide the necessary services with an element of sub­
sidy, wherever necessary. The cooperatives have been 
required to set apart a certain portion of their credit for 
provision to the small and marginal farmers so as to ensure 
sufficient attention to them. The Commercral Banks have 
also been advised to pay greater attention to the farmers 
coming under these Agencies. The Credit Guarantee Cor­
poration of India is encouraging the Commercial Banks by 
extending its guarantee to Tthem in respect of their advances 
to small farmers. A scheme of differential interest rate 
has also been adopted by ty,e Commercial Banks, under 
which interest is charged at 4% on the loans to the weaker 
sections of the agricultural community.

Besides providing credit for agricultural production and 
development, the cooperative credit structure is financing 
agricultural and allied activities such as processing and 
marketing of agricultural produce, manufacture of chemi­
cal fertilizers an,d pesticides and development of dairy­
ing, sheep-breeding etc. On the non-agricultural side, it

14



finances small scalc'industries, and more particularly, the 
consumer cooperatives which help in keeping down the 
price level of essential consumer goods.

There is urgent need for the cooperative credit agencies to 
augment their resources by mobilising deposits, especially 
in rural areas, if they are to improve their role in the provi­
sion of agricultural and other lines of credit. During the 
last few years, the agricultural income and savings in the 
rural areas have gone up appreciably. These savings 
should be mopped up. The Cooperative Credit Structure 
should spearhead a national movement for savings. Sav­
ings are possible not merely on account of increase in 
income, but more on account of frugal spending.

The question of financial management is intimately 
connected with the expansion of cooperative credit. A 
prerequisite for thp proper management of a cooperative 
society — let alone for the proper management of its 
finances — is a well-qualified Manager. Besides such basic 
training as may be provided to those taking position as 
Managers of Cooperative Credit Organisations, there 
should be a series of orientation courses for them, from 
time to time, to keep them up-to-date with the modern con­
cepts of management. In order to ensure such equipment 
on the part of the Managers, as also to provide avenues of 
promotion to them, it is absolutely necessary to constitute 
common cadres of Managers and other key personnel for 
the cooperative credit organisations at the different levels.

Attempts are being made in this direction by the different 
States, but satisfactory progress has not been reached by 
any State. We will definitely profit by the experiences of 
the other Asian countries participating in this Conference.

As stated earlier by me, the cooperative credit organisa­
tions should augment their internal resources considerably, 
if they are to serve agriculture and allied industries to a 
larger extent. While raising deposits at a fairly high cost, 
they will have to observe an order of priorities in lending, 
with reference not only to the relative productivity of each 
type of lending, but also with reference to the cost of the 
funds. Wherever credit is available from the higher financ­
ing agencies at concessional or lower rates of interest for

15



particular purposes, such, credit will have to be absorbed to 
a maximum extent by the cooperatives, reserving their own 
resources for lending to other purposes, which give a better 
return by way of higher ratej ofjoterest. _

Some of the Asian countries may have proud achieve­
ments in effective marketing of agricultural produce inter­
nally and by export, through cooperatives, thereby assuring 
a more or less s t^ le  price to the producer. Some other 
countries may have a good record in the provision of all 
services under one roof. Some countries may have evolved 
effective methods to mop up the savings of farmers.

The object of the present conference is to provide a 
forimi for the exchange of views and mutual experiences. 
I have shared with you a few of my thoughts. I have great 
pleasure in welcoming all of you to the city of Madras and 
incidentally, to the rich treasures of art and archaeology 
of this part of the country. I wish your deliberations all 
success, and thank you for giving me an opportunity to 
inaugurate this Conference.

16
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REPORT OF GROUP !

Cooperative Credit Planning for Consumer and 
Industrial Cooperative Development (With 
Special Reference to the Urban Cooperative 

Thrift and Credit Institutions)

Chairman : -Mr. M.P. Jayasinghe (Sri Lanka)
Secretary : Prof. B.N. Choubey (India)

Question No. 1
How can cooperatives assist the small and marginal farmers 

•and other weaker sections of the rural community in im­
proving their economic conditions? (Consider the need for 
membership drive for above sections; planning for their 
credit requirements and making them viable; should there 
be targets for lending for above sections; is there a need 
for rehabilitation finance and if so, relationship with the 
Government for assistance in that respect; advisability 
and feasibility of differential rate of interest; need and 
type of security.)

While considering the issue as to how cooperatives can 
assist small and marginal farmers and other weaker sections 
of the rural community in improving their socio-economic 
conditions, it was felt that mere credit planning, though 
essential and vital, will not be enough. What is required 
is a comprehensive plan for the socio-economic improve­
ment of each individual farm family, so as to make it self- 
sufficient over a reasonable period of time.

In this context, the question arose whether cooperative 
credit institutions are capable of performing th is , task. 
After considering the pros and cons and the possibilily. of 
using various types of alternative agencies for the'purpd^e, 
the Group felt that a strong, stable and viable” ]\lulti- 
purpose Cooperative Society will be the best-suited agency 
for undertaking the responsibility for total rural reconstruc-
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tion so as to make every individual farmer a viable consti­
tuent unit of the society which is the ultimate objective.

However, the Group suggested the following pre-rjequi- 
sites for making the-Multipurpose-Cooperative Society an 
effective instrument for planning and implementation of 
total socio-economic reconstruction of the vulnerable
sections of- the society :

(i) Every society must achieve universalisation of
membership through a variety of suitable measures 
within as short a period as possible;

(ii) It should achieve effective coverage of the rural 
population in terms of borrowing membership
thVough mobilising matching monetary resources, 
besides developing human resources to secure the 
necessary management expertise,, equal to the - 
task;

(iii) Not only that every society should be viable in all 
respects, but also its constituents should, by and 
large, become viable within a specified period;

(iv) Efforts should be directed towards improving the 
credit absorbing capacity of the borrowing units, 
among others, through systematic production plan­
ning, farm guidance and extension service and 
effective cooperation of the men^bers;

(v) Necessary arrangements will have to be made to 
ensure convertibility of credit into physical inputs 
required for carrying out the production pro­
gramme and other schemes of reconstruction;

(vi) Development of necessary infrastructure facilities 
such as irrigation, power, transport and communica­
tion, storage, processing and marketing, etc., shall 
have >t6 be developed well in time by the state or

‘ ^ ith .m ^ 'o r assistance by the state to the coope- 
i rativeX;*

(vii) "Adequacy and timeliness are important but it is 
much more important that measures are devised 
foi; efii^ctive utilisation of credit through a system 
qf. prfsitive supervision and guidance by the Multi­
purpose Cooperative Society; in other words, the



credit provided must be a fully supervised credit; 
5nd

(viii) The entire system of integrated credit should evolve 
in a manner that ensures prompt and easy recovery 
of credit of all kinds extended to members to enable 
the structure to sustain its liquidity, viability and 
solvency.

The group suggested further that policies of the credit 
institutions have to be in consonance with the directive 
policies of the Government of each country regarding 
national development.

Afte*r considering various i'sgects, the Group felt that 
rehabilitation of the weaker sections is the legitimate res- 
ponsibililj^'bf the State. However, cooperatives can be help-- 
ful to the 5tate in this reconstruction programme, as one' 
of the potentiaj agencies, provided adequate financial and 
other required support are given to them by the State.

Reconstruction planning necessarily implies assessment 
of all kinds of credit requirements, including consumption 
credit, which will .necessitate determining realistic targets 
based on total demand Snd availability of resources mobi­
lised in a systematic manner .out of the savings of the 
community involved in the development process.

On the question of differential rate of interest, the 
Group noted that some of the countries in the region were 
already following the policy of differential rate of interest 
in a limited manner. However, after examining its impli^ 
cations, it was felt that interest, not being a substantial and 
significant part of the total cost of production, and the 
farmer being primarily interested in the adequacy and timeli­
ness of the loan, may be kept imiform, as far as possible. 
But it would meet the ends of justice, if a suitable system of 
allowing rebate on prompt repayment of loans is introduced. 
This will have the additional merit of motivating borrowers 
to make repayment of the loan on time, besides giving him 
monetary relief.

In regard to security for loans given to the weaker sections, 
the Group noted that in niost of the countries of the region 
the emphasis has shifted from creditworthiness of the
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borrower to the creditworthiness of the purpose and from 
Jand-based security to personal security. This has enabled 
the needy persons to have easy access to cooperative credit. 
It was strongly felt that lack of tangible Security should not 
come in the way of -providing ad"equate financial support to 
this section, provided proper utilisation can be ensured. 
If necessary, the existing policy; systems, method and pro­
cedures -nvay be reviewed and suitably rationalised. The 
Group recommended the introduction of Group Security 
Concept in lending to weaker sections. '

Question No. 2
How can the cooperative credit movement adequately 

meet the needs of investment (long-term) finance of far­
mers? In what ways the investment finance can be coordi­
nated with short-term finance?

Since it has been envisaged earlier that the Multipurpose 
Cooperative Society will provide integrated agricultural 
credit services and will function as an agency of rural 
reconstruction at the base level, it is necessary that all kinds 
of credit including requirements of long-term investment 
finance, are given by them. However, it will have to be 
ensured that adequate resources are mobilised internally 
by the credit structure and in order to fill the gaps, adequate 
finance may be made available from higher financing agen­
cies, refinancing agencies and different structures within the 
cooperative movement, the Goverrunent, and the financing 
institutions of the public sector and if necessary and possible, 
even from the international financing and development 
institutions. In countries, where refinancing agencies are 
not available, efforts may be made to develop them.

Question No. 3
Discuss if there should be targets for lending and its 

relevance to national development programmes.
In any planned programme of development, fixation of 

targets becomes a necessary corollary. However, the Group 
felt that while formulating and fixing targets, it must be 
ensured- that they are realistic and precisely spelt out in

22



terms of concrete programmes and schemes (drawn up 
by experts), as also the levels of production or productivity 
to be achieved to the optimimi extent, in tune with the 
resources and in conformity with the set national goals. 
Perhaps, target setting could be made more meaningful 
through a well designed system of pre-sanction scrutiny and 
post-sanction follow-up.

As an integral part of performance budgeting for achiev­
ing given targets of income levels for an individual family, 
targets determined in a realistic manner will be necessary 
for measuring performance and results, as also for locating 
reasons for gaps and shortcomings, so as to enable suitable 
measures to be devised for making improvements in future.

In this connection, the Group also considered the ques­
tion of deciding priorities in case of inadequacy of funds'to 
carry out various schemes and programmes of the society. 
I t was felt that the principles of priority may have to be 
decided on the basis of local situation, considering the 
importance of the requirements of short, medium and long­
term credit, as %lso the overall national priority between 
the various segfnents of the population. Preference may 
have to be given to meet the requirements of the small and 
marginal farmers and other needy persons without any 
prejudice to the overall viability of the society. Because 
of the preponderance of small and marginal farmers, pro­
duction credit may continue to get greater attention in 
countries like India, at least for some time to' come. After 
the take off stage, perhaps a proper emphasis on invest­
ment credit may become necessary.
Question No. 4

What should be the role and obligations of the coopera­
tive credit sector with the other sectors of the movement 
e.g. agricultural marketing, processing and dairying and its 
relationship with them?

As regards the role and the obligations of the coopera­
tive credit sector towards other sectors of the Movement, 
the Group felt that at the village level, the Multipurpose 
Cooperative Society must necessarily cover all the economic 
activities as a part of an integrated development programme.
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However, as regards its obligations, to other sectors, it 
was felt that the cooperative credit structure might provide 
financial support, subject tf>-the availability of surplus 
resources. Other kinds of relationships as envisaged in the 
principle of inter-cooperative relationship should be deve­
loped. ^

In countries where multi-agency ^proach.to  agricultural 
credit is in vogue, it would be necessary to secure proper- 
functional coordination between different credit structures 
until the cooperative structure emerge as the single agency 
with multipurpose function capable of shouldering the 
entire responsibility of providing credit. Hence in countries 
where multi-agency approach has been adopted steps to 
harmonize the credit function by all credit agencies would 
be necessary.
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REPORT OF GROUP-II

Cooperative Credit Planning for Consumer and 
Industrial Cooperative Development (With 
Special Reference to the Urban Cooperative 

Thrift and Credit Institutions)

Chairman : Mr. S. M. Ratnam (Malaysia)
Secretary : Mr. N. Veeriah (Malaysia)

Question No. 1 ^

Please discuss how (a) the cooperative banks and (b) 
the urban cooperative credit societies can provide finances 
to promote the development of consumer and industrial 
societies?

The group felt that if adequate resources were available 
or could be mobilised, urban cooperative credit institutions 
can provide credit for most of the viable cooperative enter­
prises including consumer cooperatives and industrial 
cooperatives. Introduction of- the credit-cards system by 
urban tlirift and loan societies through their respective apex 
institutions may go a long way to help the consumer co­
operative movement. New cooperative enterprises can be 
organised where there is scope and felt-need and the exist­
ing societies can be further developed utilizing the resources 
of the urban credit societies.

Question No. 2

Please discuss the ways in which the Urban Cooperative 
Thrift and Loan Societies can render services specially to 
the weaker sections of the community such as artisans, 
vendors,- unemployed educated youth.

The Group felt that the cootaeratives have a role to play 
in giving a helping hand to me weaker sectors of the 
community. It was felt that those who are below the



poverty-line have to be taken care of by the state by provid­
ing rehabilitation finance etc. A section of the Conference 
was of the opinion that cooperative movement has a moral 
duty to assist the people, below the poverty-line. They 
suggested the formation of "cooperatives with State assis­
tance to undertake small scale industries etc. to provide 
employment to the people of the weaker sections, especially 
the unemployed y6uth„

Question No. 3

How can the urban cooperative thrift an4 loan societies 
mobilise to an increased extent deposits from members?

The Group noted that certain urban cooperative societies 
in the region are doing well in the field of promotion of 
savings and have succeeded in mobilising sizeable deposits ‘ 
from their members and have surplus funds which can be 
employed for the development of cooperative activities. 
The Group stressed the need for investing these resources 
within the cooperative sectoif so that various types of 
diversified cooperative activity could be promoted. There 
should be cooperation between cooperatives to ensure 
that the funds of the cooperatives do not go out of the 
sector. If that is ensured, the cooperative institutions 
at the National or State level could undertake the work 
of planning and distribution of surplus funds among 
the various cooperative institutions needing funds for 
investment.

The Group recommended the following steps for mobili- 
sa.tion of resources by thrift and loan societies :

(i) Promoting a sense of belonging among members 
and educating members and potential* members in 
principles of cooperation.

(ii) Membership campaigns* tp-enrol new members.
(iii) Giving realistic returns’'bn investments.
(iv) Providing protective insurarifce covers on deposits.
(v) Issue of bonds to mop up small savings.

(vi) Other forms of incentives to attract savings and 
deposits.
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One of the major problems faced by the urban coopera­
tives in mobilising and investing of funds is the inability to 
employ skilled and trained personnel. The Group felt that 
cooperative central banks who have the responsibility of 
chaamelling funds should employ experts in the fields of 
finance, production, marketing and evalxmtion etc. These 
experts can assist lower level organisations in their fund 
raising and investment activities.
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REPORT OF GROUP-in 

Organisational Structure and Rationalisation

Chairman : Mr. T.S.K. Chari (India)
Secretary : Mr. Gunadasa Lokuge (Sri Lanka)

Question No. 1

Suggest the ways in which the primary rural cooperative 
societies can achieve viability.

The primary rural cooperative societies in many develop­
ing countries are small and uneconomic units with limited 
business activities. The membership too is limited. Due 
to these limitations only small amounts of capital is inves­
ted. The uneconomic size of the societies prevents the 
employment of trained staff. Hence it is necessary that 
timely action be taken to make societies viable.

The group advocated diversification of the activities t o . 
enable them to be more economically viable units. The 
functions like credit, supply, marketing and welfare acti­
vities could be undertaken by them in an integrated way 
which would result in reduction of operational costs. The 
provision of these services will also enable the societies to 
increase their membership and capital which in turn will 
result in the improvement of the economic strength of the 
societies.

Viability of a cooperative society depends on the local 
conditions, stage of economic development and time. A 
society viable today may be non-viable tomorrow.

The Group felt that the following three factors should 
taken into consideration in determining the viability of the 
rur3;l cooperative societies:

(a) Geographical Factor.
(b) Human Factor.
(c) Economic Factor.
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1. Geographical Factor

The suitable geographical area for a viable society may 
vary from one country to another. It also depends on the 
economic strength of the members and demarcations, poli­
tical and administrative units.

2. Human Factor ;

Th^ second consideration in determining the viable size 
should be the membership and the population of the area 
which indicates the potential membership. The societies 
should take steps to enrol more and more members and also 
ensure that they participate in the activities of the society. 
The activities and services rendered by the society should be 
able to attract more members.

3. Economic Factor :
/

The anticipated volume of business should be carefully 
ascertained hy studying the econpmic and social needs of 
the members. A thorough survey should be done to look 
into the basic needs, along with the infrastructural facilities 
such as transport .and communications. The possibility of 
expansion should be considered in order to ascertain the 
capital and other human and material requirements.

Question No. 2

■What are the techniques for accelerating the process of 
amalgamating Rural Cooperative Societies at the Primary 
Level?

The group holds the view that the amalgamation of rural 
cooperative credit societies should be on a voluntary basis. 
Amalgamation is not desirable if the members do not agree. 
Hence it is necessary to enlighten the members on the 
advantages of amalgamation, through education.

The group also advocates giving incentives to amalga­
mating societies by way of financial assistance, subsidies, 
managerial assistance etc. This may even motivate them for 
amalgamation.



If the members cannot be convinced about the desirabi­
lity of amalgamation through education and also cannot be 
motivated by incentives the group advocated the application 
of indirect pressure. This should be done for example, by 
denial of loans 'by their financial organisations to those 
societies that are not viable.

The employees too may object to amalgamation as they 
might fear that they may lose their positions and even 
jobs. It is therefore necessary to allay these fears and con­
vince them of better prospects large and viable societies 
vŝ ould provide them.

A section of the group felt that if all the above methods 
fail, non-viable societies shbuld be amalgamated compul­
sorily. The Conference was also divided on this issue.

Question No. 3

Are structural changes necessary to sjtrengthen the co­
operative credit movement? If yes, please suggest the needed 
structural changes keeping in view the short-term and long­
term finance.

The group felt that structural changes are necessary to 
strengthen the grass-root level credit organisations. Pri­
marily this involves enlargement in the size of the primary 
units. All credit facilities, namely, short term, medium 
term and long term, as far as possible should be extended 
through the same primary society. The financing o f these 
societies should be by the higher level cooperative financial 
organisations. If these institutions are unable to meet all 
the credit requirements of the grass-root level societies, 
commercial banks and other financial organisations should 
be approached.

The; group advocated the formation of secondary level 
societies where such societies do not exist to ensure an 
efficient service to the members of the primaries. This will 
stren^hen the primary structure. The delegation of appro- 
pria t̂e functions to the secondary level will help the primaries 
to reftder an efFefitive service to their members.
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REPORT OF GROUP-IV

Manpower Planning, Training |and Personnel 
Development

Chairman : Mr. P.E. Weeraman (ICA ROEC)
Secretary : Mr. D.A. Swayamprakasan (India)

Manpower Planning :

Question No. I

What are the factors that should be taken into account for 
Personnel Plannin^ii> the cooperative credit sector? Please 
indicate the main -elenients of a personnel plan.

Adequate attention-has not been paid to this area of the 
cooperative movement in most of the South-East Asian 
countries. It hardly needs to be emphasised that this area 
has a vital role to play in the growth of the movement on 
soimd lines. Inadequate salary structure, poor service 
conditions, want of scope for career advancement etc. are 
the general features of employment in cooperatives.

This Group has taken the cooperative credit sector of the 
movement for making recommendations on the subject. 
These recommendations will apply to the other sectors of 
the cooperative movement also.

Forecast of the demand for manpower should be made 
with reference to the business plan of the sector for a period 
of 5 years or 10 years. The sector should be intimately 
associated with the formulation of the business plan. The 
manpower required in the different tiers of the sector should 
be assessed for the period of 5 years or 10 years, duly taking 
into account the additional requirements, the drop outs 
by way of retirement or otherwise, the particular jobs for 
which personnel are required etc. The apex society of 
the sector will plan the manpower required for the sector.



Recruitment and Maintenance :

Question No. 2

Please discuss the adequacy of present personnel policies 
and practices from the. point of view of recruiting and retain­
ing personnel of the right calibre? What role can the federal 
organisations be assigned in the matter of recruitment, 
career planning and development of personnel?

It is the considered opiniqn of this Group that there 
should be a separate organisatibn which may be called 
“Cooperative Cadre Society” for the purpose of recruit­
ment and maintenance of the personnel of the sector. Co­
operative Societies at the different levels in the sector should 
be the members of this society. The obligations of the 
member societies should be laid down in the by-laws of the 
cadre society so that they will be bound, to. abide by the 
decisions of the cadre society. Recruitments may be made 
by the society either through a Cooperative Service Commis­
sion which may be set up by it for the purpose or through 
any of the existing expert bodies which perform the task 
for the private sector organisations. There should be proper 
coordination between the Apex Society and the “Cadre 
Society” in the matter of assessment of the requirements and 
in recruitment. Care should be taken to determine, suitable 
scales of pay and other service conditions, so as to attract 
competent personnel. It is not uncommon that a person 
trained by a cooperative, finds his way to the private sector 
which offers better service conditions. Special arrangements 
may be made by way of “Salary Fund” with Government 
contribution, wherever necessary, to assist the weak societies 
in- the employment of suitable personnel.

The personnel recruited by the “Cadre Society” will be 
the employees of the cadre society. Their scales of pay, 
promotion, transfers etc. will be the responsibility o f the 
Cadre S o c i^ . Once a person is deputed to work in a parti­
cular society, he will continue in that society, unless he is 
transferred by the' Cadre Society on promotion,to another 
society. Transfers in the same category from one society 
to another should be avoided ;as far as possible. It should'
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be clearly laid down that so long as he works in a particular 
society, he will be subject to the control of themanagsment 
of that society. Powers of disciplinary action should vest 
in the management of that society and punishments, except 
that of dismissal, may be awarded by that society. The 
pimishmept of dismissal alone will vest in the Cadre Society. 
This Group wishes to emphasise that the autonomy of the 
User-Society should be fully respected-and complete control 
over the employee vested in the management of that society. 
There should be sufficient safeguards against arbitraries in 
transfers. No transfer should be made without consulting 
the User-Society.
, “The cadre society should arrange for the basic training, 
in house training etc. of the cadre personnel, by close coordi­
nation with the Cooperative Training Institutions and major 
cooperative societies referred to below. By prescribing 
specific courses of training for promotion from one category 
to another and providing such training without cost to the 
trainees, the cadre society should motivate the cadre person­
nel to voluntarily seek training”.

Training and P'ersoimel Development :

Question No. 3

Please give your views on the adequacy of cooperative 
management training programmes offered by the Coope­
rative Colleges/Institutes in your countries. Suggest ways in 
which these programmes can bs made more effective.

There should be three levels of training institutions. The 
junior level training institution should take care of the 
training of personnel required for the primary societies. 
The number of such institutions may depend on the number 
of persons to be trained. The key personnel of intermediate 
level societies and the intermediate personnel of apex level 
society may be trained by intermediate level training institu­
tions. It may be advantageous to integrate different courses 
on banking, marketing, cooperative law etc. in such an 
intermediate level training institution. The national 
level training institution will be in charge of training the
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senior level executives of the Apex Society. However, so 
far as small states or countries are concerned, there can be 
one training institution, but with different- faculties for 
different levels of personnel to be trained.

There should be a'foHow-up by the training institutions 
as well as by the Cadre Society in order to ensure that there 
is proper placement of the personnertrained. The evalua­
tion of the training given at the different levels is absolutely^ 
necessary for introducing suitable modifications in the' 
method and content of the training programmes, with 
reference to the needs. It should also be ensured that there 
is a proper system of job rotation in the User Societies f6r 
facilitating personnel development.

Besides the training in the training institutions there 
-should also be ‘in-house training’ for the personnel in each 
■society employing a large number of persons, say, exceed­
ing 200. The society should engage specialists for the 
purpose of providing the “ In-house-training” . The neces­
sary climate should be created for the employment of 
.specialists.

The faculties of the training institutions at the different 
levels should be strengthened qualitatively and quantita­
tively. Further, there should also be a system of 
“exchange fellowships” or “visiting professors” as between 
training institutions of the same level V ithina State or 
country. The Presidents and the Chief Executives of such 
cooperatives which function with spectacular success, may 
l)e taken as visiting professors, so that the practical side 
■of the functioning of the cooperatives .may be explained 
•with better effect.

The training of the trainers should be given the maximum 
attention. I f  l ê is to be very effective, the trainer should be 
•one who iŝ a" <|>mbination'6f-an academician and a coope­
rative practiti©4er. The International Cooperative Training 
■Centres m^y p.laV a useful role in training the trainers and 

-strengtheiiing the faculties of the national level cooperative 
' 'draining SnstituTtions.

“There is*dearth of literature on cooperation, especially
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of text-books on the different sectors of the cooperative 
movement. The training institutions at the different levels 
shwlj^actively encourage, with State aid, the publication 

>oT text books by experienced cooperators” .
The work of the; .paid management of a society may be 

"better appreciated and guided, if the office-bearers of the 
elected management are also given training in a general way 
in the practices of management. Such training may be 
arranged by the Apex Society.
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Cooperative Credit Planning for Agricultural 
Cooperative Development—The Indian 

Experience

G. B. K u l k a r n i*

Introduction
Agriculture has always been the most important sector of 

the Indian economy and rural areas have always accounted 
for the bulk of the country’s total population. Even today 
agriculture contributes about 48 per cent of the total nation^ 
income and rural areas account for about 80 per cent of the 
total population. Poverty, small incomes and low standard 
of living have been the chronic features of agriculture and 
rural areas for several decadfes past. Many of the economic 
problems of the country are therefore found in agriculture 
and rural areas. Numerous efforts have been made for 
reducing poverty and ameliorating the conditions of rural, 
population. It was for this purpose that the cooperative 
movement was started in this country in the beginning of 
the twentieth century. The cooperative form of organisa­
tion is essentially meant for persons with small means who 
can derive economic benefit by pooling their resources 
for a common purpose; it is a via-media between capitalism 
and socialism. Among the problems of agriculture provi­
sion of adequate, timely and cheap credit has always been 
important^ Therefore in the development of cooperation 
the credit aspect has always received the maximum atten­
tion and has shown the largest progress. But the progress 
of cooperation in general and even of cooperative credit 
was not significant upto Indian Independence.

Achievements
After independence however the progress of coopsration 

and especially of cooperative credit has been quite

♦Director, Vaikunth M ehta N ational Institute o f Cooperative Manage­
ment, Pune.



remarkable. The country has embarked on economic planning 
■with maximization of income and equitable distribution as 
'the twin objectives. A new agricultural strategy has been 
•evolved and integrated rural development has been the 
aim. Considerable emphasis has been placed on intensifica­
tion of cultivation through modernization of methods and 
practices and use of high-yielding seeds, insecticides etc. 
Stress is placed on development of allied activities such as 
dairy, poultry, fishery etc. All this has raised the demand for 
crcdit by leaps and bounds. Because of their local know­
ledge, responsiveness to local needs and democratic manage­
ment cooperatives have been assigned a very significant 
role in every five year plan. The first plan observed:

“in a regime of planned development cooperation is an 
instrument which while retaining some of the advantages 
of decentralisation and local initiative will yet serve 
willingly and readily the overall purpose and directives 
of the plan” .

Similarly the Third Plan mentions

“in a planned economy pledged to the value of socialism 
and democracy, cooperation should become progressively 
the principal basis of organisation in many branches 
of economic life” .

The Fifth Five Year Plan has laid down removal of poverty 
and attainment of economic self-reliance as its two strategic 
goals for which cooperation would obviously be an ideal 
agency. From one plan to the next the outlays provided for 
cooperative development as also the targets fixed for difle- 
rent sectors of cooperation were steadily raised. The supply 
o f  cooperative credit has risen about 40 times (from 
Rs. 220 millions to Rs. 9,000 millions) during the last 25 
years. Cooperatives now meet about 40 per cent of farmers 
credit needs as against just 3 per cent in l^SO-Sl.

Diversification
Apart from increasing the total quantum of credit 

so considerably, cooperatives have made a significant
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diversification in their activities. They are now increasingly 
financing marketing and processing of agricultural produce 
as also handlooms, dairies, fisheries etc. The cooperative 
credit supplied for marketing and processing activities at 
present amounts to Rs. 850 m. and Rs. 1280 m. in the case 
of state cooperative banks and Rs. 1030 m. and Rs. 640 m, 
in the case of district cooperative banks respectively. The 
development and progress of cooperative sugar factories 
has been spectaculai:’; ‘they now account for about 45 per 
cent of the total sugar production in the country. The 
supply of medium credit has also been steadily rising 
to meet the developmental needs of agriculture and allied 
activities.

Cooperative credit is now being extended to the compara­
tively small and less creditworthy farmers also who were 
until recently exploited b y m ^ io u s  private credit agencies. 
Of the total credit of about S.^9000 m supplied by coopera­
tives 28% goes to the smalt'and marginal farmers. In 
1973-74 the total number of borrower members stood at 
about 13,m so that the average loan pel: borrower was about 
Rs. 583 indicating clearly that cooperatives arc really helping 
the small man. Till the end of April 1975, 4.6 m. small and 
marginal farmers and agricultural labourers were identified' 
as eligible for benefits under the 46 SFDA and 41 MFAL 
projects. Of these 2.37 m or over 50% were enrolled as 
members of cooperatives. During 1974-75 short-term loans 
to the tune of Rs. 283 m were disbursed to these members 
through cooperatives and Rs. 31.7 through commercial 
banks.

Terms and Conditions

One important feature of the supply of cooperative credit 
is the manner in which the terms and conditions of loaning 
are adjusted to the requirements of the borrowers. For 
years and decades the bulk of cooperative loaning was 
security-based, so that only the big farmers and compara­
tively well-to-do persons could get cooperative credit. As 
the economy started developing and as agricultural growth 
liad to be stepped up rapidly, it was necessary to change
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this basis of lending. Loaning had to be production-orien- 
ted rather than security-oriented. It is heartening to mention 
here that cooperative credit agencies were able to meet the 
borrowers’ requirement^,, on-the basis of their production 
requirements. This is what is popularly known as' the 
‘Crop Loan System” under which scale_s of finance on the 
basis of cost of production of different commodities are 
laid down by a''group of experts according to which each 
credit primary advances loans to individual borrowers. 
Loans are given in anticipation of crop production and are 
recovered after the crop is harvested by the farmers. There 
is often a complaint that some farmers do not get all the 
money that they need. This is largely because many coope­
ratives do not have the necessary resources for meeting all 
the credit needs of all of their member borrowers. Being 
democratic organisations cooperatives prefer to finance a 
larger number of borrowers at a comparatively low scale 
of finance than finance a smaller number of borrowers at 
the full scale. In fact cooperatives have also to keep a  
ceiling on the maximum amount loanable to an individual 
member. There is however no doubt that the crop loan 
system is a novel method of loaning which has proved 
useful to the borrowers without creating undue difficulties 
for the lenders.

Rate of Interest

The rate of interest charged by the cooperatives to the 
farmers has always been the lowest. This rate which used 
to be about 7i% -8i%  until recently was about 1/5 or 
1/6 of the rate charged by private credit agencies. The 
lending rate has gone up in recent years to about 12% tO' 
13i%. This is in keeping with the general rise in the entire 
range of interest rates in the country; the bank rate itself 
has been 9%. The present lending rate of 12% to 13i% 
is still not merely the lowest but very much lower than the 
market rates in the unorganised sector which range between 
25% and 50%. Cooperative banks have also been taking 
into account the special needs of small and marginal farmers 
who cannot afford to pay the usual rates of interest and some
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banlfs have recently introduced a scheme of differential 
rates of interest under which the smaller borrowers are given 
a concession of 2% to 4% in the lending rate while the 
larger farmers are charged a slightly higher rate. While 
the influence of interest cost on the magnitude of production 
or the production decisions of the borrowers is not very 
significant there is no doubt that interest concessions are 
welcome to the smaller farmers.

Another important aspect of the progress of credit co­
operatives has been their geographical coverage. The 28 
State Cooperative Banks and 353 District Cooperative Banks 
have a wide network of over 5,000 branches spread over 
the length and breadth of the country especially in rural and 
semi-urban areas where commercial banks were fearing to 
enter until recently. These branches have developed bank­
ing habit among rural population which has always been an 
important problem for the country.

Shortcomings

But in this large and rapid expansion of cooperative 
credit, several shortcomings have come to light. Firstly, 
there are regional imbalances. Almost 70% of the total 
credit disbursed in the country is accounted for by only 
6 states viz. Gujarat, Maharashtra, Madhya Pradesh, 
Punjab, Tamil Nadu and Uttar Pradesh. The average 
credit per member in these states ranges between Rs. 940 
and Rs. 380 whereas in states like Assam, Manipur, Bihar 
and Orissa, it ranges between Rs. 93 and Rs. 4 per member. 
It is true that the more rapid progress of cooperative credit 
in the developed states is due to the basic natural endow­
ments, the quality of leadership and the support of the state 
government. But it is necessary for credit cooperatives to 
progress more rapidly in the backward states also. Nor 
have cooperatives given adequate attention to the financial 
needs of small farmers, marginal farmers, tribal people, 
backward districts etc. Here again while eff'orts are being 
made to improve the position there is need for speeding 
them up.
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Owned Funds

Cooperatives have a large dependence on external resources. 
The owned funds of- state coopc"rative banks, of district 
cooperative banks and of credit primaries have increased 
from Rs. 38 m, Rs. 88 m and Rs. -173 m to Rs. 1425 m, 
Rs. 3143 m. and Rs. 3931 m, respectively between 1950-51 
to 1974-75. This is obviously good progress but it is not 
commensurate with the expansion of credit. Moreover 
a  portion of the addition to the share capital has come 
from the state governments assisted by the Reserve Bank of 
India. Own funds of credit primaries, central banks and 
state cooperative banks as a proportion of working capital 
declined from 53%, 83% and 75% in 1950-51 to 42%, 68% 
and 69% in 1974-75, respectively. It is true that in a 
rapidly developing economy a lending bank has to have 
recourse to the central bank of the country or any other 
refinancing agency but 45% to 50% is too high a dependence 
on external -resources. This has two main drawbacks. 
First, it creates uncertainties for the lending institutions 
in making its credit plans because it cannot always be certain 
about getting the necessary refinance from external sources. 
Secondly the refinancing agency has its own financial dis­
cipline which the borrowing cooperatives may not always 
find convenient to conform to.

Deposits

The main reason for the shortage of resources is the 
inadequate growth of deposits which should always form 
the bulk of a bank’s loanable funds. At the primary level 
the size of deposits is very small indeed, just about 5 % of 
total loaning but even at the level of district cooperative 
banks and state cooperative banks deposits ordinarily come 
to  about 30% and 50% of their loaning respectively. It is 
true that the deposits of state cooperative banks have increa­
sed from Rs. 720 m to Rs. 4890 m and of the central co- 
operativc'bankg from Rs! 1120 m to Rs. 7180 m between 
1960-6L ag&'' i973-74. The rate of growth of cooperative 
banl^s'deposits at about 18% per year has been slightly
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higher* than that of commercial banks. But in absolute 
terms the amounts involved are small and inadequate to 
meet the ever increasing demands for cooperative credit.

Overdues

One serious weakness of credit cooperatives is the large 
and mounting overdues which now account for about 45 % 
for the country as a-wjiole. Actually there are states where 
the overdues have lieen in excess of 75%. This is rather 
serious especially because this percentage used to be relatively 
low around 20%-25% for several years in the past. For 
this epormous rise in overdues one factor which is responsible 
is the very rapid rate of loaning unaccompanied by ade­
quate supervision and control. Natural factors such as 
droughts, floods etc. have also had their share. The Overdues 
Committee appointed by the Reserve Bank of India has 
after analysin'g the various aspects of the problem came to 
the conclusion' that it is the human failure which is largely 
responsible for,the mounting overdues. A large propor­
tion of overdues*is accounted for by wilful defaulters. Most 
cooperatives have not made the necessary follow-up and 
supervision arrangements. They have not paid necessary 
attention to modern management including selection, train­
ing and posting of staff. There have also been political 
factors responsible for non-payment even in the case of 
borrowers who have the capacity to pay. This committee 
has recommended several measures for improving the super­
visory and managerial arrangements as also for creating a 
proper climate for repayment in which the govermnent and 
political leaders will have an important role to play. If the 
proportion of overdues goes down and recoveries are effec­
tively made the resources position of cooperatives will 
improve which in turn will raise their loaning capacity.

The shortcomings mentioned above have given rise to 
some structural weaknesses in cooperative organisations. 
A large number of credit primaries is dormant and quite a 
few district cooperative banks are weak. Several attempts 
are being made especially by the government and the Reserve 
Bank of India for revitalising the primaries and rehabilitating
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the central cooperative banks but progress has been quite 
slow.

Tasks Ahead

Credit cooperatives have before them numerous, vaiied 
and huge tasks to be accomplished during the next feiv years. 
The short-term-^cooperative credit target for the Fifth Five 
Year Plan had Seen previously fixed at Rs. 13450 m but in 
view of the rise in the prices of fertilizers and some other 
inputs it has been subsequently raised to Rs. 18440 m. The 
medium-term credit target has been fixed at about Rs. 5000 m. 
These are indeed very high targets especially in rela­
tion to the past performance of credit cooperatives, the 
annual increase in cooperative credit supply being.of the 
order of Rs. 500-600 m. But the targets fixed are to be 
related to the total farm credit requirements. These may 
be estimated at Rs. 35000-40000 m and credit cooperatives 
should meet about 45% of these requirements. The 
objective of the Fifth Plan is to consolidate and strengthen 
cooperatives as a democratic and viable structure responsible 
to the needs of the peasants, the artisans, the workers and the 
consumers. Maximum possible institutionalisation of agri­
cultural credit is the overall policy objective. Reduction 
of regional imbalances, ensuring a substantial increase in 
the flow of institutional credit to small farmers, marginal 
farmers, tenants and share croppers etc. are the other main 
objectives of policy. The Prime Minister of India has 
recenly said :

“We expect cooperatives to play a far more effective role 
and an increasing role in our economic activities. We 
stand, i.e. the Government of India stands for a coopera­
tive approach to all problems” .

This is indeed a challenge as well as an opportunity for 
cooperatives. Concerted, systematic and continuous efforts 
have to be made by the cooperatives for fulfilling these 
tasks. These efforts will have to be two fold—by coopera­
tives themselves and by public authorities. Considering the 
various shortcomings which have come to light in the working
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of cooperatives it is most necessary that cooperatives 
musf set their own house in order so as to be able to take 
larger responsibilities that lie ahead of them. For this 
purpose the greatest emphasis will have to be on modern 
management—use of various techniques and skills which are 
necessary for success in business. It is true that profit is 
not the sole object of cooperative organisations but co­
operatives are business organisations and must be run on 
business principles and make profit. They have therefore 
to practise all techniques of modern management—financial 
management, personnel management, etc.

Credit Planning

Credit planning and performance budgeting should be 
of considerable advantage to cooperatives. Credit planning 
has however not so far received the attention it deserves in 
our economic planning. In fact it is only the Fifth Five 
Year Plan which takes into account the resources of finan­
cial intermediaries for development purposes. Credit 
planning is done at different levels—national level, state 
level, district level and unit level. The Reserve Bank of 
India which is the central bank of the country has been 
following a policy of controlled expansion which means 
that expansion of monetary resources necessary for develop­
ment are ensured but at the same time there has to be control 
on them so as to contain inflationary forces. The bank 
has been using most of the instruments of central banking 
control for this purpose and when an individual bank makes 
and implements its own operational plans it has to give 
effect to the policies, directives and wishes of the Reserve 
Bank.

Lead Bank Scheme

The first systematic elFort at credit planning was initiated 
in 1970 under the Lead Bank Scheme as recommended by 
the Study Group on Organisational Framework for the 
Attainment of Social Objectives. Under the scheme all 
the districts of the coimtry were allotted to the 24 major
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none. I t  is therefore good to sta rt with as best estim ates 
as possible and to  try  to  im prove on them  in the course o f  
tim e in the light o f  actual experience and with the guidance 
from  m ore knowledgeable persons.

New Branches

The th ird  aspect o f  cred it planning is to  decide on the 
locations for new branches. W ith the continuous increase 
ill credit business and the need for m axim ising deposit 
m obilisation, every cooperative bank  has to  extend the 
netw ork o f its branches to  as m any places as possible con ­
sistent o f course with the possible viability o f  these branches 
in the near future. Here again the techniques developed 
by com m ercial banks for identifying grow th centres would 
be quite useful to  the cooperative banks also with this 
difl'erence th a t cooperative banks will have to  go to  still 
sm aller places. U nder the F ifth  Five Y ear Plan, the stale 
cooperative banks are expected to  open ab o u t 100 new b ran ­
ches and  the d istrict cooperative banks abou t 2400 new 
branches, if  the netw ork has to  be so extended it is neces­
sary th a t very system atic efforts for selection o f  places, for 
appoin tm ent o f  staff and fo r their train ing  will have to  be 
undertaken . Some subsidy for the initial few years m ay 
have also to  be provided for.

Management

The next and  perhaps the m ost im portan t problem  for 
cooperative banks is to  ensure efficient m anagem ent o f its 
affairs so th a t its responsibilities fo r credit supply are ade­
quately met and its operational results are favourable enough 
to  provide for reserves, re tu rn  on capital and fu ture grow th. 
F o r this purpose every cooperative bank  m ust accept and  
im plem ent the principles and  practices o f  m odern m anage­
m ent. Two im portan t aspects need to  be specially em ­
phasised. F irstly, the selection, training, posting, p ro m o ­
tion, transfers, etc. o f  the different categories o f staff need 
to  be done on  very objective grounds and  in  a  system atic 
m anner. The salary scales etc. in  cooperatives m ay n o t
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be as high as in some o ther organisations, but there is no 
dearth  o f well qualified and  prom ising young persons e \cn  
for those scales. The cooperative banks have only to m ake 
an effort to  select the right type o f persons. Staff training 
both  on the jo b  and in specialised train ing  institutions is 
an o th er aspect w hich need to recei\ e m uch greater a tten tion . 
The Chairm en and C hief E .\ecuti\es o f diflercnt cooperati\es 
need to  be m ade train ing  conscious. It is also necessary 
to  professionalise the m anagem ent o f cooperati\es. The 
m ethod, techniques and practices o f m anagem ent arc all 
changing. New jobs and new types o f responsibilities have 
to  be shouldered by banks. Banks have to  prepare, linance, 
supervise and evaluate new types o f  projects. Different 
types o f specialists are required and it is necessary for a 
cooperative bank to appoin t and train staff for these various 
special purposes. Financial m iinagement is again another 
field to which a great deal o f  a ttention  needs to be paid. 
It is necessary for banks to undertake perform ance budgeting 
from  tim e to tim e so tha t the objectives o f profit, growth, 
service and social responsibilities are achieved. There 
is also need for some self-discipline and self-denial.

External Support

W hile a cooperative bank would do its best to im prove its 
internal m anagem ent it does require assista.nce, support and 
guidance from  public authorities—the Reserve Bank o f 
India, the G overnm ent o f  India and the State G overnm ent— 
both  in respect o f resources as well as organisation. The 
Reserve Bank's policy o f con.trolled credit is understand­
able in the context o f the overall m onetary situation. But 
the Reserve Bank should m ake refmance facilities available 
to the cooperatives to  a larger extent and on m ore liberal 
term s. C are can always be taken lo see that this easy and 
cheap fmance froni the Reserve Bank w ill not lead to a sense 
o f com placency am ong cooperative banks. M oreover, for 
ilnancing the newer and m ore dithcult activities such as 
consum er cooperation, tribal developm ent and consum ption 
loans, cooperative banks should certainly get refmance m ore 
liberally. F or this purpose the Reserve Bank o f India should
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be given directives by the Central Government or if necessary 
the Reserve Bank of India Act should be amended.

Another source of funds to cooperative banks is the com­
mercial banks whose deposits have been very large (about 
Rs. 150,000 m) and have been continuously rising at the 
rate of about 15 % per year. The bigger commercial banks 
are nationalised and have responsibilities for financing the 
priority sectors of which agriculture is the most important. 
The efforts which are being made by commercial banks in 
this direction have not yet shown good results mainly 
because of their inexperience. Meanwhile if they lend to 
cooperative banks about 3% to 5% of their deposits it 
will greatly help cooperative banks in discharging their 
responsibilities. This is done in some of the foreign 
countries.

Government of India and each State Government have 
a very crucial role to play in strengthening and improving the 
cooperative movement. If the state governments remove 
the discrimination against cooperative banks in respect of 
deposits and if they give them positive support the resource 
position of cooperative banks would definitely improve. 
One major help which the cooperative banks expect from 
Government is in respect of reducing overdues. If the 
Government and the political leaders urge on cooperative 
borrowers to repay their debts and if they take stern action 
against wilful defaulters the overdues of cooperatives will 
decline and their resource position will improve. For­
tunately, the Prime Minister has recently urged on the Chief 
Ministers to help cooperative credit agencies in recovering 
their dues and the position has now considerably improved. 
This needs to be kept up.

In respect of organisation also the Reserve Bank as well 
as Government should help cooperatives. Introduction of 
staff cadres and management trainee schemes are some of 
these matters. Coordination of activities between coopera­
tive banks and commercial banks is yet another field where 
a great deal needs to be done. The Government as well 
as the Reserve Bank should not vmdertake frequent experi­
ments and start new organisations for agricultural finance 
without strengthening the existing cooperatives. No doubt.

52



the M ulti-Agency approach  has been accepted and  has come 
to  stay b u t M ulti-A gency approach  should n o t m ean m ulti­
plicity o f  operating agencies with confusion and  com plica­
tions. In  the field o f  rural credit quite a few experim ents 
have been undertaken  during the last few years. A fter 
nationalising the bigger com m ercial banks these were 
brought in for financing agriculture w ithout the necessary 
dem arcation o f  areas o r functions. The com m ercial banks 
have been feeling th a t cooperative banks are following a 
‘dog in the m anger’ policy while cooperative banks have been 
feeling th a t they are being ousted by the com m ercial banks. 
This feeling o f  d istrust and  suspicion is obviously undesi­
rable. Sim ilarly the setting up o f Farm ers Service Societies 
is ano ther experim ent which has been quickly introduced 
w ithout tak ing  due account o f  their im pact on the existing 
credit cooperatives and  now the regional rural banks h a \e  
been started. If these regional ru ral banks are started  in 
areas where cooperative banks have no t done well o r not 
likely to  do well o r if the operational area and  functions o f 
these banks are clearly dem arcated both  the types o f  banks 
can function. But m erely saying tha t the country  is vast, 
th a t the conditions are varied and there is large room  for 
experim entation does no t justify  the frequent setting up  
o f new organisations. C ooperative banks will naturally  
becom e m ore effective and useful to  the com m unity if 
G overnm ent and  the Reserve Bank ensures necessary co­
ordination am ong the lending agencies while helping co­
operatives to  strengthen themselves.

There is also some rethinking abou t the structure o f credit 
cooperatives bo th  short and  m edium -term  and  long-term . 
There is a suggestion to  d rop  one o f the three tiers o f  the 
short-m edium  structure in some states where the district 
cooperative banks have not been functioning effectively. 
Sim ilarly there has also been a move for integrating the 
short and  m edium -term  structure with the long-term  credit 
structure. There is no doub t th a t all the genuine credit 
requirem ents o f  farm ers and other ru ral population  m ust 
be m et adequately, tim ely and cheaply and  th a t the country 
cannot w ait for long fo r the existing organisations to  do 
this. But frequent experim entation and  setting up new
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organisations is no t likely to  solve the problem s because the 
problem s o f agricultural credit are closely linked w ith the 
basic conditions o f agriculture, the infrastructure facilities 
available and the com petence as well as the interest o f  the 
farm ers themselves which should im prove sim ultaneously. 
Tim e is o f essence. W ith necessary support from  the G overn­
m ent and the Reserve Bank and with intensified efforts o f 
their own it should be possible for credit cooperatives to  
siiccccd in achieving the tasks set for them.

Summary

M any o f Ind ia 's  econom ic problem s are found in agri­
culture and rural areas. Several efforts are being m ade d u r­
ing the last few' decades to  tackle these problem s. C o­
operatives are regarded as the m ost suitable agency for 
agricultural progress and rural reconstruction. Every 
Five Y ear Plan has placed considerable reliance on coopera­
tion  and credit cooperatives have achieved rem arkable 
progress during the last 25 years. The supply o f cooperative 
credit hns increased from  Rs. 223 m  to  abou t Rs. 9000 m. 
T here has also been significant diversification in their acti­
vities— in financing m arketing, processing and consum er 
cooperati\es as also o ther activities allied to  agriculture. 
The term s and conditions o f loaning h a \e  been adjusted 
to  the requirem ents o f farm  producers. The rate o f  
interest charged to  the final borrow er has always been the 
lowest and is abou t 1/3 or 1 4  o f the rate charged by private 
credit agencies. C redit cooperatives have also been paying 
attention to the special needs o f small and m arginal farm ers 
and o ther weaker sections o f the com m unity in keeping 
with national pohcies and priorilies.

W hile cooperati\e  credit has expanded rapidly some short­
comings have come to light such as regional im balances, 
large dependence on external resources, inadequate growth 
o f deposits, large overdues and insufficient supervisory and 
m anagerial arrangem ents.

Cooperatives have been assigned a  very im portan t role 
under the Fifth Five Y ear Plan, the target for short-term  
credit has been fixed at Rs. 18440 m  and tha t for medium-
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term  credit a t Rs. 5000 m  to  be achieved by 1978-79. 
These are indeed very high targets especially in relation to 
the past perform ance o f  credit cooperatives. But the to tal 
farm  credit requirem ents are estim ated a t abou t Rs. 35,000 
to  Rs. 40,000 m and cooperatives should m eet abou t 45 per 
cent o f  these requirem ents. The task  is really very big 
and further cooperatives have also to  reduce regional 
im balances and increase their loaning to  the weaker sections 
o f  the com m unity as also to  consum er cooperatives. F o r 
the achievem ent o f these tasks, very intensive and  systematic 
eflbrts will have to  be m ade both  by the cooperatives them - 
seh es  and by the Reserve Bank o f India and the central and 
state governments. C redit cooperatives must maxim ise 
their own resources m obilisation especially the deposits. 
They m ust also reduce the overdues so as to  increase their 
loaning capacity. U rgent a ttention  needs to  be paid by 
cooperatives to  m odern m anagem ent particularly  selection, 
training, posting, transfer and prom otion o f all categories 
o f staff on the basis o f  m erit and on  objectiv e, systematic 
lines. Professionalisation o f m anagem ent also needs to  
be introduced as quickly as possible. C redit planning 
and  perform ance budgeting techniques need to  be in tro­
duced so as to  improve operational efficiency and working 
results.

Cooperatives will also require the active support and gui­
dance from  the governm ent as well as the Reserve Bank o f 
India bo th  in respect o f  increasing their resources and 
im proving their perform ance. The Reserve Bank's refinance 
facilities to  cooperatives need to  be liberalised. A  small 
portion o f commercial banks’ deposits should be m ade 
available to  credit cooperatives. G overnm ent should help 
cooperatives in reducing their overdues and in creating a 
proper clim ate for prom pt repaym ent. All attem pts should 
be m ade to  strengthen the existing cooperatives wherever 
possible before establishing or introducing new agencies 
in agricultural finance and when new agencies are set up 
their areas o f  operation and functions need to  be clearly 
dem arcated so as to avoid conflicts between them  and  the 
cooperatives. Steps need to be taken for securing effective 
coordination o f  activities betw'een cooperatives and other
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agencies operating in agricultural finance. Efforts have 
also to be intensified for improving agricultural conditions, 
infrastructural facilities and the competence of farmers. 
With support from public authorities and with determined 
efforts of their own credit cooperatives should be able to 
achieve the tasks set before them.
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Credit Planning in Cooperative Banks

G. B. K u l k a r n i=*

Introduction

Soon, after attaining fndependence in 1947 India has 
embarked on economic planning for two main objectives 
viz., maximisation of production in every sector and equit­
able distribution of national income among the diflfereat 
groups of the community. Four Five Year Plans have been 
completed and we are going through the Fifth Five Year 
Plan. Economic planning pre-supposes an assessment of 
all the available resources of the country—internal as well 
as external—and their best utilisation in the national interest. 
It is obvious that in this over-ail economic planning the 
role of financial intermediaries like commercial banks, 
cooperative banks. Life Insurance Corporation of India 
etc. should be important. But it is rather strange that 
until recently the resources of financial intermediaries were 
not taken into account and credit planning did not receive 
the attention it deserves. The First Five Year Plan stated 
that;

“central banking in a planned economy can hardly be 
confined to the regulation of the over-all supply of credit 
or to a somewhat negative regulation of the flow of bank
credit............. For the successful fulfilment of the plan,
it may be necessary to direct special credit facilities to 
certain lines of high priority. The banking system will 
thus have to be fitted increasingly into the scheme of 
development visualised for the economy as a whole for 
it is only thus that the process of mobilising savings and 
utilising them to the best advantage becomes socially 
purposive” .

♦Director. Vaikunth M ehta N ational Institute of Cooperative Manage­
m ent, Pune.



But in actual practice this was not done until recently.
The Reserve Bank of India has of course been following 

a policy of “controlled expansion” so as to ensure supply 
of the required monetary resources for production especially 
in the priority sectors and at the same time to restrain or 
restrict supply of these resources for undesirable purposes 
and non-priority sectors. The bank has been directing 
commercial banks and cooperative banks to channel their 
resources accordingly. But credit planning in the real sense 
of the term was not attempted systematically. It is only 
after the nationalisation of commercial banks in 1969 
that some serious thought has been given to credit planning 
as such and action has been initiated for that purpose.

Credit Planning

Credit planning in^plies allocation of resources at the 
disposal of a credit institution in such a manner as to achieve 
the objectives of the institution, to meet the requirements of 
the borrowers and to serve the interests of the nation. Credit 
planning is very important especially in a country which has 
a shortage of resources and which has to raise the rate of its 
economic growth rapidly. Credit planning is done at the 
national level by the Reserve Bank of India and in the co- 
operati\e sector, at the State level by the state cooperative 
bank, at the district level by the district central cooperative 
bank and at the unit level by the primary credit society. 
The following few details given in this article relate to DCC 
Banks.

The lead bank scheme introduced in 1970 on the recom­
mendations of the NCC Study Group is the first systematic 
effort made at credit planning. It was found that in the 
grow th of Indian banking (commercial as well as cooperative) 
there were regional imbalances and credit gaps; several 
sections of the population did not get any bank credit at all. 
The Group therefore recommended an area approach to 
the problem and emphasised the need for banking and 
credit planning with district as the unit. All the 353 dis­
tricts in the country were allotted to the 24 bigger commer­
cial banks. Each one of these banks was given the lead role,
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viz., to assess the credit needs as well as potentialities of 
each district and to ensure speedy economic development of 
all the allotted districts. It is rather unfortunate that no co­
operative bank was selected as a lead bank, but the methods 
and techniques adopted by commercial banks for banking 
and credit planning under the lead bank scheme should be 
useful to the cooperative banks also.

Credit activity like every other economic activity has two 
sides—the demand side and the supply side. On the demand 
side the borrowers would like to get adequate, timely and 
cheap credit while on the supply side the bank is influenced 
by safety of funds, liquidity of assets and profitability of 
operations. To these, two more considerations may be 
added namely service to customers and social responsibili­
ties. A bank has to match demand side with supply side.

Demand Side

It may be useful to begin with the demand side. The 
first demand on the resources of a bank comes from fixed 
assets such as land and buildings, furniture and fixtures, 
etc. which are necessary for business. These vary from 
bank to bank but in the case of a DCC Bank they may be 
taken at about 20% of its total resources. Next is the 
demand for cash and liquid assets for which statutory 
requirements ha\e been laid down and these are 28% of 
demand and time liabilities. A margin of about 7% 
may be provided for operational flexibility. The total 
requirements for fixed assets and liquid assets may thus be 
taken at about 20-25 so that the loanable resources of 
a bank would be about 75-80% of its total resources 
of which 80"' could b; lent to credit primaries and the 
remaining 20'% for other purposes.

These loanable resources will have to be spread over 
different regions, difl'erent sectors and diflerent durations. 
Planning has also to be done on the basis of rates of interest 
charged so as to achieve the desired profitability for the 
bank. In doing all this the priorities, policies, directives 
and wishes of the Reserve Bank and government have to 
b; given effect to.
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A DCC Bank largely finances the primary agricultural 
credit societies in its district. Agriculture is of course 
the most important sector. The first task would therefore 
be to make an estimate of the credit requirements of the 
different primary societies for agricultural production the 
bulk of which would be short-term credit. This can be 
done by finding out the acreage under cultivation, the crop­
ping pattern and the average per acre cost of production of 
each crop. It is necessary further to take into account the 
farmers’ own resources so that the balance of monsy is to be 
provided by the bank through the societies. Sales of 
finances required per acre for each type of crop are generally 
worked out by a group of experts and by multiplying the 
acreage under a crop by the scale of finance one can get an 
approximate idea of the total credit demand for agricultural 
production. It is also necessary further to ha\e an idea 
about the cash and non-cash parts of these crcdit require­
ments. the A and B components. It is desirable that what­
ever credit the farmer requires for buying his production 
inputs such as seeds, fertilisers, pesticides etc. should not 
be given to him in cash but should be paid directly to the 
suppliers of these inputs. It is also necessary to work out 
the credit requirements of farmers for medium-term pur­
poses such as improvement of land, digging of wells, pur­
chase of bullocks etc.

In making the credit estimates, account has also to be 
taken of the potential requirements of the difi'erent develop­
mental projects coming to fruition from time to time. 
Secondly the credit requirements of the weaker sections 
of the community such as small and marginal farmers, tribal 
people etc. have to receive special attention. The RBI 
has been insisting that at least 20°'; of loans should go to 
small and marginal farmers. Under the Fifth Five Year 
Plan this percentage is expected to be raised substantially. 
Thirdly a DCC Bank has to provide for revitalising the 
weak primary societies too. Finally every bank has also 
to function as a catalytic agent for encouraging development 
of all the sectors of the district economy such as marketing, 
processing, industries, consumers cooperatives which have 
been given high targets under the Fifth Plan and the Prime
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Minister's 20-point economic programme. Similarly in 
many states legislation has b;en passed to liquidate the 
debts given by private credit agencies to the weaker sections 
of the community. Credit cooperatives are the only agen­
cies to substitute them and must therefore provide some 
resources for this purpose. Also at least a portion of the 
consumption needs of low income groups of people are to 
be met for which again cooperative banks will have to spare 
some resources.

A systematic credit plan has thus to b ; made by every 
DCC Bank on the basis of the estimated requirements as 
mentioned above with emphasis on the need for removing 
regional and other imbalances as also to provide credit to 
the needy sections of the community. Care has to be taken 
to see that the supply of credit is channelled in such a 
manner as to be in line with the emphasis and policies of 
the Government and the RBI.

Supply Side

Each bank has also to make an estimate of the resources 
likely to be available to it firstly from its own share capital 
and reserves and secondly from external resources such as 
deposits and borrowings. Obviously the reliance on bor­
rowings from the higher financing agencies especially RBI 
will have to be kept to the minimum. The RBI has its own 
formula and discipline for re-financing cooperative banks. 
These have to be adhered to.

There is an urgent need for maximising deposit mobilisa­
tion. The experience of commercial banks in mobilising 
deposits in rural and semi-urban areas has been quite en­
couraging and there is no reason why cooperative banks 
should not be able to get much larger deposits than what 
they have done so far. A DCC Bank should work out the 
total savings potential both in the agricultural and non- 
agricultural sectors in its area of operation as also its own 
share in this potential. On the basis of the distribution of 
land holdings and the cropping pattern an estimate can be 
made of the net income available to farmers and after deduct­
ing about Rs. 2400 per family per year as consumption
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expenditure some idea can be had of the savings poten­
tial of farmers. Similarly by obtaining an estimate of the 
non-agricultural income and by deducting about Rs 3.600 
as the annual family expenditure, the savings potential of 
the non-agricultural sector can be obtained. The total of 
these two will be the total savings potential out of which the 
deposit potential of banks in general and of the individual 
cooperative bank in particular should be estimated. The 
rate of growth of deposits of the bank during the past three 
years or so should be noted. Obviously this rate is to be 
considerably stepped up to get the estimated potential share 
for which the cooperative bank has to make all efforts— 
opening of new branches, appointment of spocial staff, 
publicity and public relations and attention to customer 
service. The support of the State Govevnment v\ill of 
course give an advantage and this must be enlisted.

It is obvious that the estimates of credit requirements 
as well as deposit potential will be rough. But planning pre­
supposes estimation and some estimates are better than none. 
It is therefore good to start with as best estinaates as possible 
and try to improve upon them in due course in the light of 
actual experience and with the guidance from more know­
ledgeable persons.

New Branches

The third aspect of credit planning is lo decide on the 
locations for new branches. With the continuous increase 
in credit business and the need for maximising deposit 
mobilisation every cooperative bank has to extend the net­
work of its branches to as many places as possible consistent 
of course with the possible viability of these branches in the 
near future. Under the Fifth Five Year Plan, the state 
cooperative banks are expected to open about 100 new 
branches and the DCC banks about 2,400 new branches. 
The number of new branches to be opened by each coopera­
tive bank will of cotirse depend upon several factors. But 
before a decision about opening any new branches is taken, 
it is necessary to identify systematically the growth centres 
where there is need for banking services and where there is
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the necessary potential. The total population of the place, 
the main occupations, the levels of incomes would be the 
primary considerations. The availability of infrastructure 
facilities such as police station, post office, telegraph office, 
school, college, market yard, warehousing facilities, trans­
port and communication etc. will have also to be taken into 
account. It is necessary to make a rough estimate of the 
loaning potential, the income to be earned and the expen­
diture to be incurred by operating the branch so as to have 
an idea about the viability of the new branch over a period 
of years.

Performance Budgeting

After making all these estimates of credit requirements, 
resources available and the new branches to be opened, a 
DCC Bank has to prepare an action programme and to see 
that it is properly implemented. For this purpose all atten­
tion needs to be paid to modern management with emphasis 
on professionalisation and proper supervision on a periodi­
cal basis. A continuous watch has to be kept not only on 
the supply of credit on. the lines planned but also its utili­
sation as well as repayment and on the income and expen­
diture of the bank for rendering efficient service to customers 
and making a reasonable profit for itself are the twin goals 
of every bank. For this purpose the technique of per­
formance budgeting should be adopted by every cooperative 
bank.
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Cooperative Credit Planning for Consumer 
and Industrial Cooperative Development

N . A . K u l a r a ja h *

1 am once again given the honour of addressing another 
Co-operative Management Conference organised by the 
ICA in conjunction with the Indian Co-operative Movement. 
I still remember the conference held in Manila and at which 
conference I gave the keynote address on the subject of Co­
operative Management. This conference is a continuation 
of that and I believe that it will continue as an annual event 
bringing together co-operators in Asia to discuss, exchange 
and develop the management concept in its proper form 
for the general well-being of co-operatives in the region. 
It is a conference aimed at placing importance on manage­
ment and to prod or urge co-operatives to have proper 
management structures which are es:sential for the develop­
ment of co-operatives. A co-operative has to consider itself 
a working organisation to be run like a machine efficiently 
and systematically to produce the results desired by the 
general members. To run the machine well will require 
having it oiled regularly and to ensure that no parts are 
failing, require the necessary supervision and checking. This 
can only be undertaken by a properly constituted manage­
ment body that is also functioning efficiently. This con­
ference is a very important tool for creating awareness and 
appreciation for converting co-operatives into well-managed 
organisations that are at the service of the members.

It is not necessary for a conference of this nature to impart 
technical skills to the participants. If that is the objective, 
the conference will obviously bs a failure as it would be 
impossible to do so. However, the main objective of the 
conference is to allow the participants to understand the 
general and basic concept of management and the need for
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the proper running of co-operatives. Management is a 
wide and diverse subject and it needs different skills for 
different aspects. Most of the participants here are of 
advisory or Board level members of their societies. What 
is really required for them to know is the need and impor­
tance for the dcvelopmeiTt of management bodies in their 
respective movements or societies to gear their organisations 
to be economically suitable and viable institutions that are 
not a burden on their members, but genuine providers 
of the services that members seek.

The subject I am to speak on is related to the expansion or 
development of the movement into specific areas; the general 
planning required for such development and the method to 
be employed generally to pursue the development. In this 
paper I shall not go into depth or detail, but I shall speak 
from my personal experiencs in the Malaysian Movement 
which shall form the basis of the development of this subject. 
We come from different countries and our systems and 
experiences are different for me to be specific. Again 
following my usual approach of subjects at conferences of 
this nature, I would like to take the opportunity to be pro­
vocative as well as innovative. It is out of necessity that 
I take this approach and the reason is all too obvious.

We in Asia are still in a developing stage and our institu­
tions arc still in that stage too. We may have been success- 
f'ul and well established in some areas of economic activities 
but in the context of the movement as a whole we are still 
growing and looking for a firm and established movement. 
Each of the individual organisations that are established and 
successful are still trying to fit themselves into the overall 
situation. They are still looking for leadership and direction 
and accommodating to changes which seem to be very 
constant because of the developing status of our respective 
countries. The Co-operative Movements in Asia are all 
the time looking for new directions or leaning towards one 
and changing from time to time.

This is happening as the overall economic, social and 
political developments in the countries are also not estab­
lished into any set philosophy or way. India is an excellent 
example. The immediate direction that India as a whole is
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following is radically different from that 5 years ago, at least 
in terms of sense of purpose and discipline. New opportuni­
ties, new challenges and a new atmosphere has been created 
for co-operatives to work in. The co-operative movement 
will have to fit into this to meet the challenges and exploit 
the vast opportunities created for stable and dynamic pro­
gress. There are definitely countries in Asia which are 
exceptions, the most obvious being Japan. We are not 
talking about exceptions but of the general development. 
Philippines is another case where co-operatives are pro­
gressing in new directions with great confidence and inspi­
ration. Even in these countries the climate could change 
but as it stands co-operatives know what they could do and 
how they could go about doing it and the backing they 
have.

It is for these reasons that I say that we cannot fix our­
selves into set ways because changes constantly take place 
in developing countries where priorities are concerned parti­
cularly in economic, social and even political developments. 
These changes have great impact on the general members’ 
attitude and aspiration and therefore we shall always have 
to be innovative and should be able to accommodate 
ourselves into these situations. When I say ourselves I 
mean not only the leaders but the whole of the co-operative 
family which include members, management, employees 
and other related bodies of people.

From the aspect of co-operative credit we shall have to 
begin analysing the credit movement and its historical 
development before we could talk about credit planning 
for consumers and industrial co-operative development. 
When we go into historical aspects we will have to go right 
back to the basic idea of co-operation and relate the credit 
movement development to the basic concept and then to 
planning.

In the developed countries the co-operative movement 
has no problem regarding management. Management is a 
highly developed science in the co-operative movements in 
Europe and the U.S.A. Again co-operative members in 
Europe or the U.S.A. are so highly tuned to the co-operative 
concept and so faithful to that concept that they are not
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keyed up towards anyone particular thing or obsession as 
we are in this part of the region. Co-operative movements 
in Europe and the developed countries can go into develop­
ment of varied kinds without any problem or objections or 
obstacles from the members simply because membership 
desires such development arising out of the deep appreciation 
and understanding of their co-operative involvement.

In Asia, members of co-operatives seem to have given 
mandate to their leaders only fordefmite activities with one 
desired result. Any activity undertaken must result in a 
dividend on capital invested by the member within a short 
period and lack of result or failure to get the desired result 
which is a return on share capital or benefit reflects failure 
of the society or the management to deliver the goods. U 
may be so that the organisation may be providing valuable 
or worthwhile services but this is not a consideration that 
matters much to the general membership that has invested 
capital. Viability of a project is primarily and directly related 
to profits made. One would expect that a membership of 
a co-operative reflects an intention to participate in collec­
tive self-help as conceived by the Rochdale Pioneers, k is 
also an involvement more to see or realise a beneficial ser­
vice for the many and less to look at a co-operative as a 
safe and sound institution for investment. This attitude 
has formed the crux of the development of the co-operative 
movements in Asia. This is so for various reasons and 
mainly because membership is not enlightened or developed 
to think in tenns of overall upliftment of living standards or 
to want activities that would improve services, make such 
services accessible and readily available to the needy to 
provide competition to the capitalist organisations so that 
they do not go on to raping consumers particularly from the 
lower income groups through monopolistic structures. 
The ordinary members of the movement in Asia do not 
look at the larger perspective or problem or even think 
about the predicament in this context. Instead they look 
at co-operative institutions as a small man’s capitalist insti­
tution which permits him with his small savings or resources 
to have a stake in a large organisation or institution. Values 
are misplaced or wrong. Maybe he believes and thinks

67



because of circumstances and the established positions of 
capitah'stic organisations that a co-operative institution 
built up of the small man’s resources can never achieve its 
overall and highly valued objectives. This 1 think and I 
believe has been the primary hindrance in the rapid and 
extensive development of co-operative activities in Asia.

Co-operative leaders in Asia work with their hands tied 
behind their backs. Success in co-operatives in Asia means 
declaration of dividends. Co-operative leaders are to be 
blamed greatly for this too. Many have become leaders 
fully aware of this base desire of members and have ex­
ploited these desires and entrenched themselves in positions 
to stay on for a long time. They have been contented 
in getting the results wanted by a large segment of the 
membership and in the process have failed to provide the 
real services that the co-operative movement wishes to 
provide in 'the economic and social set up in the country. 
In turn you find that co-operatives of this nature have not 
made real progress but have been highly successful remain­
ing in that form.

The credit movement in the Asian countries are very highly 
developed but have not been generally useful to the overall 
development of the co-operative movement. The many 
thrift and loan societies in the countries have specialised in 
building savings and lending but without far reaching objec­
tives. They have not built their resources for development 
of the various other services or even thought of that except 
in recent times. Even in recent times the problem still 
exists and it will take further time for complete solution. 
However, I must say that we should now correct the situa­
tion and look towards using the various credit institutions 
for far reaching purposes to achieve the objectives of co­
operative development.

For a start, we should define the purpose of having credit 
institutions in the context of the movement as a whole. 
A national manifesto should be created for the movement 
defining the aims, directions and objectives of the co-opera­
tive movement, the methods and ways of achieving these 
aims and the steps that should be taken and the institutions 
that should be set up to implement and achieve these
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objectives. The various sectors in the movement including 
the credit movement should then harmonise their operations 
with this.

The credit movement in the various countries should 
become the base and power for the development of the 
rest of the movement. In any country, the mobilisation 
of resources, particularly financial resources play the most 
important role in social and economic development. So 
it is in the co-operative movement and the development of 
highly effective credit institutions should be a primary aspect 
in the development of co-operative services. The co-opera­
tive movement like the rest of the country cannot set up 
economic, industrial, commercial and social institutions 
which would be the determining factors in the standard 
of living of the people if it does not possess the resources. 
The resources are there and have to be mobilised. A well 
established co-operative credit movement with the necessary 
central institutions is essential for co-operative development. 
The mobilisation of funds is the major and most important 
function of the credit movement. Co-operative movements 
in Asia have a well developed thrift and loan movement 
which have become quite adequate in mobilising funds. 
They have developed their institutions through careful and 
simple methods and built substantial funds. They have 
however limited their credit functions to persona! lending. 
The surplus funds they accumulate have not been deployed 
for other co-operative development at any level or on any 
scale but generally invested in outside institutions or kept 
as deposits. We have therefore the necessary institutions 
and various schemes to mobilise funds. To tap these avail­
able resources and to monitor them for the rest of the move­
ment is the problem facing the movements. Towards that 
I make some suggestions. In any co-operative movement 
the ideal would be to have a central institution with many 
offshoots and independent smaller institutions to mobilise 
resources. These independent institutions should however 
be linked with the main institutions to find outlets. In 
Asian countries co-operative savings institutions have to 
compete with other established commercial institutions 
including the government institutions, like the Postal
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Savings Bank. However, the savings institutions of co­
operatives have an advantage in that they enable small sums 
of money to be saved regularly. In Malaysia for instance, 
thrift and loan societies which form the backbone of the 
Malaysian Movement have large resources and play a very 
important role in the mobilisation of savings of their mem­
bers. These thrift and loan societies are able to function 
successfully because they are confined to homogenous groups. 
In one town itself you may I'md 2 or 3 different such societies, 
serving exclusively members involved in the same activity 
or occupation. In this way these thrift and loan societies 
have been able to function eiTectively and successfully serving 
Iheir limited members. They arc, however, unable to decide 
on the deployment of their resources because of restrictions 
and lack of outlets and eventually end up depositing them 
in commercial banks. There are two centra! institutions 
in Malaysia which can serve all these societies. One is the 
Co-operative Central Bank Ltd. and the other is the Co­
operative Bank or Bank Rakyat. These two institutions 
are able to receive the surplus funds of the credit institutions. 
In addition their constitution allows individuals direct 
membership. While the small credit institutions confine 
their borrowing and lending to their individual members, 
the larger institutions arc involved in a wide range of lending 
activities. The mobilisation of savings by these larger 
institutions arc promoted by various savings schemes and 
by deposits. I believe that this kind of structure which is 
found in the Malaysian Movement is a very ideal way of 
mobilising resources to a very large extent in a very elTective 
way.

What should be established, however, is a direct relation­
ship between the smaller institutions and the central institu­
tions. Currently there is no such relationship except the 
normal relationship based on free choice.

In proper co-operative credit planning an established rela­
tionship should exist so that the flow of resources could not 
only be tapped but would enable the central institutions to 
forecast the cash flow and provide statistics for analysis 
and development. The small credit institutions in the 
urban sector are not in a position to lend money on a large
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scale or outside their institutions or for any other need 
except for personal needs of their members. They are 
not even geared organisationalwise for lending activities. 
Their objectives allow them to lend to their members only. 
This would I suppose apply in many other countries. It 
is therefore necessary that specialised central financial 
institutions be established and they become the major 
sources of lending for the whole movement.

At district and regional levels, the branches of the central 
institutions could also undertake the credit activities leaving 
the thrift and loan institutions to continue with their activi­
ties while feeding their surplus funds to these specialised 
institutions. As 1 said earlier, for this to work eflectively 
there must be a definite understanding and relationship 
existing between credit institutions and central financial 
institutions. An understanding of such a nature will not 
only avoid overlapping or duplicating of services but pro­
vide the impetus for the development of services for co­
operative expansion.

We should now examine what should be the loaning 
policy. Without doubt the loan policy of co-operative credit 
institutions should be geared to meet the needs of its en­
vironment. However, problems arise. It is often difficult 
to state a policy that will ensure smooth and effective 
functioning. One of the major problems that face any loan 
scheme is the question of security or collaterals to be pro­
vided for loans. Often such securities or collaterals are not 
available and new co-operative institutions in particular 
are not able to meet the conditions. This is the major 
problem that hinders development.

The loan policy on the orthodox basis invariably will 
find few takers. In the case of individuals, small loans for 
personal consumption can be provided on the basis of 
guarantors. In the case of housing loans, the security is 
there and so no problem. The loan policy in case of home 
ownership might take the form of the terms and conditions 
which may be worked out by the society. It is necessary that 
in the case of individuals the loans be confined as in the pre­
sent situation for personal loans and against mortgages. 
Such loans should be regulated to ensure that a member
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does not live on credit and as a slave of a co-operative 
credit institution. Loans should be provided for the econo­
mic and social upliftment of a member. However, limits 
should be established.

In many kinds of loans, a definite loan policy cannot work 
and will not work. How do we then reconcile the situation ? 
This is the big question that faccs co-operatives and credit 
institutions in the region. One method by which this can be 
overcome is to be flexible and to relax w'hen an institution 
is involved which is endeavouring or intending to provide 
a service that would benefit co-operative members as a 
whole.

Consumer services sector is a good example. In such 
cases then the loan policy could take a different form and 
members may be invited to participate like in a joint venture. 
Even then it is only possible for the raising of the initial 
capital. Subsequent developments will have to be met by 
very long term credit arrangements if service is what we 
arc interested in.

Another example is the case of established co-operative 
institutions already providing service which should be en­
couraged to expand their activities through capital injection 
and through additional financing. Credit institutions can 
play a very important role in this respect. Time and again 
it has been found that a small consumer store functioning 
effectively and usefully could be enlarged or made to ex­
pand through the increase of its capital or through additional 
finance provided. However, these institutions because 
of their lack of know-how in applying for loans or in 
increasing or finding additional capital will remain small 
and limited. Only a national co-operative policy which 
synchronises the credit movement with the rest of the move­
ment cauid foster or enhance co-operative development in 
the main economic fields. It is in the context of this that 
we should talk of an overall planned programme that could 
enable co-operative development in as many areas, not just 
in consumer and industrial fields. I would like to make 
some contentions here for effective determination of desired 
objectives in co-operative development in the future for 
real progress in Asia.
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Co-operatives in the Asian region have to first accept and 
follow Co-operative Principle No. 6 before they decide on 
any activity. Co-operative Principle No. 6 is well-known,
i.e., all co-operatives at all levels should co-operate with 
each other. For effective co-operative credit planning there 
must exist a unified co-operative movement in the first 
place and a very closely knit credit movement. There 
must be co-ordination and integration. The credit move­
ment must have a central financial institution which ia 
essence provides the leadership to the credit movement. 
Just as it is required that the credit movement is co-ordinated 
and integrated with the central institution at its helm, the 
rest of the movement should also be well organised, uni­
fied and functioning in tune. The various sectors of the 
movement should be acting as one with the credit movement. 
All these should agree upon and work in line with a co­
operative Master Plan formulated at a national congress or 
at the highest level and accepted by all in the Movement. 
This Master Plan should identify and define the establish­
ment and development of priority sectors in terms of co­
operative development. Without any question we could 
say that the consumer movement and the development of 
consumer services should hold priority over all others in 
developing countries. Housing would be another. Once 
these priorities are established in the Master Plan, the 
Master Plan should spell out the steps aixd details, the roles 
of the different sectors and institutions, targets, dates and 
organisational set-ups. The credit movement invariably 
would become the main source for the financing of these 
projects.
As mentioned earlier, the current problems that exist in 

co-operative development are because of lack of manage­
ment expertise, lack of finance and lack of membership 
support. These will continue if they are not corrected or 
improved.

Resoiuxes mobilised cannot be freely utilised for other 
co-operative development projects if those saving or thi 
members do not consent to or are agreeable to such use of 
their funds. There has to be a campaign to instill into all 
sectors of the movement, particularly the credit movement
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that the mobilisation of resources is to enhance develop­
ment of co-operative services. If money is mobilised from 
the membership without such knowledge such money can 
never be used for co-operative services development as 
individual credit institutions will in.response to their mem­
bers’ feelings and desires refuse to extend credit for services 
or for development projects that they feel may not succeed. 
No one can say for certain that any project can succeed 
because of so many factors. However, it should be stated 
that consumer and other co-operative services can succeed 
and have a greater percentage for success since the resources 
and support for the services is readymade. Many mem­
bers react against lending to other co-operatives because of 
the failures that have been experienced. But this can be 
explained by the fact that poor planning, poor maiiagement, 
poor member participation, poor budgeting and poor pro­
jections have caused well intention and viable projects to 
fail. Often it has been found that the projects take olV and 
proceed well until a point when funds run out and no other 
arrangements have been made for continued financing. 
At that juncture when the organisation turns for assistance 
or for further injection of capital and funds from the co­
operative movement, it is not forthcoming because co­
operatives have decided that the very fact that the organisa­
tion needs additional fund indicates that it is not succeeding. 
There could also be further reasons or other rational. The 
project might have been in stream for some time and no 
returns on capital invested had been forthcoming or is ex­
pected in the near future. Such a failing again cause co­
operative financial institutions to avoid any further assis­
tance or involvement. It is for this reason that 1 say that 
an overall scheme must exist and which must be known to 
all co-operatives and their members. In a Master Plan it 
should be clearly enunciated that the purpose the funds are 
being mobilised for and priority which would be placed in 
respect of development of various projects. It should be 
also stated that those projects are specifically the services 
they intend to provide to the members, how they are to 
be developed. All these should be contained in a booklet, 
if necessary and distributed to every co-operative and its
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members, regardless of costs. Once members’ support is 
gained, mobilisation, of funds and the use of such funds 
becomes easier. Leaders and management can work with 
greater confidcnce, \\ith greater determination and the pre­
vious fears will bccome non-existing. It would also mean 
that the movement as a whole is in\ olved in the formulation 
and implementation of co-operati\ e projects, that the credit 
movement is planned and geared to fund co-operative pro­
jects regardless of their nature. There is also the added 
confidence that proper procedures and checks would be 
introduced over the use of the credit provided. Invariably 
in a situation of this nature management structures would be 
created to plan, develop and supervise these projects. 
Participation and representation in the management by all 
sectors will cxisl. Greater importance and emphasis would 
be laid on. proper management. In short, the movement 
wiil Viork in unison and mo\e as one.

Slowly and surely membership would be oriented towards 
accepting and wanting services in a direct form that would 
benefit them rather than in cash. An ordinary member 
can gain much more for his yearly savings through direct 
services in consumer and consumer activities than from 
getting a dividend of 6"^ or more per year.

Let us take, for example, of a member who saves $10 a 
month. His total savings for the year would be $120. 
If a dividend of 10",', is given on his savings, he would receive 
anything from $18 to S24 at the end of that year or 
may be less depending on the basis of dividend declaration. 
That would amount to S24 which is a pittance. If that 
money is allowed to go into co-operative consumer and 
other services without restraints by form of expectation of 
a dividend every year from the society in which it is saved 
with which in turn causes the committee of management to 
look for high returns or charge high rates of interest and in 
safe investments, the benefit for the entire membership 
and for individual members in terms of value would exceed 
the S24 in a large way. This is why co-operative credit 
planning must begin with individual members and must be 
geared to the co-operative movement's needs. Many co­
operative projects do not take off the ground because leaders
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iatending or eavisaging such projects are held back by fears 
of loss or support and failure. Many projects that are 
implemented also fail because the management is unable 
to concentrate on the organisation as they are concerned 
about repayment of loans and of continued financial 
assistance. If these fears can be removed many co-operative 
projects could have succeeded and could realise results 
much earlier than they have done so in our region. I sup­
pose it boils down to the simple and elementary concept 
of co-operation and what it hopes to achieve. Membership 
loyalty and unselfishness and complete belief in co-operative 
is what is required to overcome these problems.

In this paper, I have deliberately concentrated on planning 
and development on a national scale. I have ignored credit 
planning at lower or smaller levels of co-operative activities 
because I think and T am justified in say ing that the trend 
in urban co-operative development is towards a larger or 
national scale. Co-operative services which failed have 
contributed to this development. Jn order to compete w ith 
capitalistic organisations which ha\e become national and 
multi-national iix sizes this trend is necessary.

I also believe that credit planning from a natioixal level 
can be effective even in supporting credit for weaker sections 
of the community. But this could be channelled through 
voluntary organisations or otl'shoot organisations of the 
national institutions.

Let me put in a word of caution. Rehabilitation finance 
and consumption credit for the weaker sections of the com­
munity can and should only be considered when you have 
a veiy highly developed movement which is functioning 
successfully and effectively. It must have the necessary infra­
structures, the skills and expertise. At this stage of our 
development, rehabilitation finance and consumption credit 
cannot be considered for there is not in the first place the 
resom'ces, nor the expertise and management to undertake 
such schemes. More stringent supervision is required for 
this and most movements do not possess the capacity to 
extend their organisational efi'orts into these areas. However, 
these are areas which have to be eventually entered into 
in the co-operative spirit.
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1 would like to conclude this by saying that like in all 
aspects of management co-operative credit planning also 
requires various skills and cannot be successfully or effecti­
vely done, if the mobilisation of resources on one hand is 
not in tunc with the credit needs of the mo\ement on the 
other hand. This can only be achieved through a unified 
and co-ordinated movement which acts and interacts, res­
ponds and co-operates in all areas of its activities.
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Organisational Structure and Rationalisation

L io n e l  G u n a v v a r d a n a *

Introduction
la  all developing countries the inilialive for Cooperation 

came originally from the government. Almost ail the co­
operative movements in these countries were started in the 
early 20th century and they began as credit movements. 
Thus the credit cooperatives have a long-history compared 
to that of the other sections of the cooperative endeavour. 
However, though credit societies ha\e now functioned for 
over half a centui7 in the countries of South and East Asia, 
it was only after these countries gained political independence 
that the cooperative movement was gi\on a definite role in 
economic development and so began to have an appreciable 
impact on the lives of the people. During the pre-inde­
pendence period, the growth of the movement was slow. 
For instance, in India in 1952, by then the cooperative 
credit movement had functioned for 48 years, the cooperatives 
met only 3 per cent of the credit needs of the rural people, 
whereas within ten years thereafter the percentage had in­
creased to 15. The amount of credit extended by the credit 
cooperatives in India in 1961-62 more than trebled itself 
by 1973-74.

Since independence, the governments in most of the 
developing countries have come forward to help the move­
ment actively, and to regard the cooperatives as instruments 
of social and economic development.

More and more cooperative leaders have emerged from 
among the people, and people have come to regard coopera­
tion as the method best suited to solve their economic 
problems. Their involvement in cooperative societies bes 
steadily increased and today in the developing countries 
served by the ICA Regional Office and Education Centre

*Joint D irector and Specialist in Agricultural C ooperation, ICA Regional 
Office and Education Centre for South-East Asia, New Delhi.



for South-East Asia,** the total membership of the move­
ment is over 90 million. Japan has another 13 million.

The cooperative movement has been entrusted in aImo^t 
ail these countries with a substantial share of impJementa- 
tion of the economic development plans of their government 
and to a very great extent it has been made a governmental 
instrument of economic development. The cooperative 
movement is charged with the tasks of providing the finances 
and the inputs required by the agriculturists for production 
as well as for marketing of their produce.

Credit forms the major part of the cooperative activities 
and the societies that are engaged in credit activities have 
played their part with considerable success in spite of 
numerous problems and handicaps. In the region of South- 
East Asia covered by the JCA Regional Office, there are 
more than 250,000 credit cooperatives, w'ith a membership 
of over 60 million. There are a larger number of multipur­
pose societies which have credit as a major part of their busi­
ness in these countries.

Agriculture in these countries is still largely based on pri­
mitive methods. The economic conditions leave the rural 
folk in a state of chronic indebtedness. They do not have 
the required capital to adopt new methods of agriculture 
to use better seeds, more fertilisers and better cultivation 
practices. To break this vicious circle of low production 
and poverty, the present cultivator must be provided with the 
necessary capital. Hence the vital importance of the role 
played by the rural credit and multipurpose cooperati\e. 
in performing this onerous task, these cooperatives have 
to face niunerous problems. Most of these problems arise 
because of weakness of the organisational structure of the 
credit movement.

Structure

The general pattern on which the cooperative movement 
is built and the relationship between various organisations 
of the whole system is referred to as structure. The structure
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also reflects the ultimate ownership, the method of control 
of the system and how investment flows from one tier to the 
other.

In any attempt to strengthen the cooperative structure, 
logically, attention has to be first given to the primary socie­
ties on which the structure fundamentally rests.

Uneconomic Size of Societies

Most of the primary credit cooperatives, specially those 
in the rural areas, are small. They are mostly confined to 
a village or e\en a part of a village. Consequently the 
volume of business handled by these cooperatives is limited. 
The volume is limited not only because the society is small 
in size, but also because the quantum of each loan extended 
is small, and little or no business other than credit is handled. 
This limitation in business obviously prevents the society 
from achieving the economies of scale. The scope for 
development becomes limited and this prevents the pursuit 
of dynamic policies for the economic upliftment of the 
members. The uneconomic size of the societies prevents 
them from employing trained staff possessing managerial 
skills and commanding adequate finance resulting in the 
inability to grant adequate and timely credit.

At the beginning of the cooperative movement in the 
developing countries, great emphasis was laid on the impor­
tance of members having personal knowledge of one 
another. To ensure mutual knowledge, formation of small 
societies was encoviraged. The MacLagan Committee (India) 
observed: “We would lay stress on the importance of small 
beginnings. The members of a society should be few to 
start with, and increases should be gradual and the ultimate 
total moderate. The main advantage claimed for large 
societies is economy of management, but this consideration 
scarcely affects rural society. On the other hand, small 
societies are more easily supervised and trained in co­
operative principles, just as small classes are more easily 
taught in schools” . Although small societies were indi­
cated at the inception of the cooperative credit movement. 
It is not so under the present conditions. The All India
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Rural Credit Survey Committee (1954) observed; “The 
future line of development of cooperative credit at the level 
of the village should be unhesitatingly in the direction of 
bigger societies covering larger areas. Primary agricultural 
credit societies should hereafter be established, or wherever 
necessary existing ones re-organised, so as to cover, accord­
ing to local conditions, groups of villages with a reasonably 
large membership and reasonably adequate share capital. 
The headquarters of the larger-sized primary credit society, 
new or reorganised, should be conveniently situated for the 
people of the villages comprised in its jurisdiction. If there 
is a marketing centre in the area it should, if possible, be 
located at that centre. As a rule, the area of operation 
of the society should be such as to provide it with adequate 
business” .

The Royal Commission on the Cooperative Movement in 
Ceylon* has observed in its report (1989); “Whatever may 
be said of the social values of small cooperatives—and it 
cannot be denied that they are often great—their economic 
benefits are often slight and of short duration. We, there­
fore, recommend that the number of primary societies be 
greatly reduced, and that the first general objective of a new 
structure should be a much smaller number of large primary 
societies” .

To meet the vast challenge thrown to them, and to per­
form the increasing and complex services demanded of them 
by ambitious plans of economic development, the coopera­
tives have to be viable and strong. It is only then that they 
would be able to attract competent managerial personnel 
for fulfilling their obligations.

Viability

The viable size of a society depends on the local situation 
and on the stage of economic development. A size that 
was considered large at one stage of economic development 
may be considered small when a more advanced stage of
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development is reached. For instance in India the Con­
ference of State Ministers of Cooperation held in 1964 laid 
down the minimum criteria of viability of a primary agri­
cultural credit society as “ the ability to appoint a full-time 
paid secretary, set up a regular office in a building owned or 
hired, contribute to statutory and other reserves on the 
scales considered necessary and pay a reasonable dividend” . 
The Conference suggested that “areawise standards of 
quantum of business-credit and non-credit—necessary for 
attaining viability might be worked out” .

The Working Group on Cooperation for the Fifth Five 
Year Plan 1973 suggested that “societies with potential 
credit business of Rs. 2 lakhs and an actual credit business 
of not less than Rs. 1 lakh may be considered potentially 
viable” .

The Study Team on Cooperative Agricultural Credit 
Institutions in Maharashtra recommended the following 
criteria for determining viability: “(i) A primary agricultural 
credit society which is having at present (1973-74) a mini­
mum loan business of Rs. 2 lakhs may be considered as 
viable, (ii) A primary agricultural credit society which is 
having at present (1973-74) a loan business of Rs. 0.75 
lakh with a potential to increase the same up to Rs. 2 lakhs 
in the next five years from 1974-75 may be considered as 
potentially viable, (iii) All other societies, whether in a 
group or otherwise should be deemed non-viable and 
eliminated either by amalgamation or liquidation as may 
be warranted, (iv) In the case of societies which are in forest 
and hilly areas as also in the tribal areas a longer question 
period, say 7 years, may be allowed for their attaining a 
viable status” .

Concept of Group Viability

This concept advocates getting together of several small 
societies in order to employ personnel collectively. A 
group of 3 or 4 small societies which individually cannot 
afford to employ a secretary or a manager get-together and 
appoint one person to work for all of them.

This method at best can be regarded as only a temporary
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solution. The All-India Rural Credit Review Committee 
(in 1951) commenting on the system of several small socie­
ties employing one secretary observed, “one who is simul­
taneously employed by many masters can successfully evade 
serving any one ol' them".

Determination of Size

In determining the viable size three sets of factors should 
be taken into consideration.

Geographical Factor :

Physical area of operation of the society, crops grown, 
or industries and work places situated in the area and 
facilities for communication should be considered.

Human Factor :

The number of members including potential members and 
number of employees have to be taken into consideration.

Economic Factor ;

Anticipated volume of business, the size and kind of 
facilities and equipment that will be necessary and the 
amount of capital required for the operation of societies’ 
business, have to be considered.

Reorganisation of Cooperatives

Most countries in the region have undertaken programmes 
of reorganisation of the cooperatives with a view to creating 
large and viable societies. Larger societies are being created 
by amalgamating smaller ones or liquidating some and 
extending the area of operation of others. In implementing 
these programmes of reorganisation various problems are 
being encountered. Some of the more important ones are 
discussed below.

83



Problems in the Process of Amalgamation

Unwilling Directors:

Opposition of the members of the management committees 
to amalgamate their societies due to the fear that they might 
not get elected to the board of directors of the amalgamated 
society and would lose their authority in the village or the 
town is a major obstacle in implementing prograrrunes of 
amalgamation.

Unwilling Employees:

Employees object to amalgamation through various 
fears—som;tim?s real and som^tim?s imaginary;

Some of these fears are;
1. The number of employees might be reduced after amal­

gamation and some of the employees might have to be 
retrenched due to the fact that creation of larger societies 
would allow rationalisation of management and in­
crease in the per-employee performance.

2. The employees of good and well managed societies fear 
that amalgamation with weaker societies would result 
in the creation of larger but weaker societies which might 
endanger their own position.

3. Fear that creation of larger societies would increase 
the work-load of individual employees.

4. Managers of small societies may object amalgamation 
as they would not get top managerial positions in the 
amalgamated societies.

Absence o f Regular Employees:

The small societies in some countries do not have regular 
employees. This has both advantages and disadvantages 
in promoting amalgamation. If there were regular em­
ployees, the prospects of higher pay and better working 
conditions which the larger societies would be able to 
provide, would serve as an incentive to the employees and 
they could be used to promote amalgamation.
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On the other hand the objection that may come from 
employees due to fear of losing their commanding position 
or d j i  to the unwillingness to change the place of work etc. 
m a«fc t arise.

Sectoral Loyalties

Opposition to amalgamation also comes from members 
sometimes due to the reluctance to work with persons of 
different castes, classes or religions.

Possible Loss of Benefits from Reserves

The stronger societies might oppose amalgamation through 
the fear that the members wculd not receive full benefits 
of the contributions they have made to various reserve 
funds of the society.

Different Value of Shares

The possibility of the value of shares of strong societies 
going down when amalgamated with societies with deficits.

Demand for Equalizing Per Member Assets

The societies with large assets and therefore the value of 
assets per member more than in other societies with which 
they amalgamate might demand that the excess yalue should 
be paid back to their members so that the value of assets 
per member in all amalgamating societies becomes equal.

Opposition to the Location of the Society Office in other 
Villages

Inconvenience caused when the headquarters of the society 
is located in a distant place and the desire to get one’s own 
village selected for the location of the society’s office can 
also be an obstacle in implementing amalgamation pro­
grammes.

Lack of Provision for Adequate Representation for Large 
Societies In the Secondary Societies

System of every society getting equal representation in
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the federal organisations irrespective of their sizes causes 
discouragement for amalgamation. This system of equal 
representation deprives larger societies of the bencAt of 
having greater voice in the affairs of the secondary sooHties.

Relationship between Primaries and Higher Tier Organisations

The primary societies, as tliey see the need to join together 
for various functions and services, form secondaiy societies 
which in turn may form tertiary societies. The ultimate 
object of this federal structure is to ensure most efficient 
service to the individual members at the primary level who 
are the ultimate owners of the whole system. To ensure 
this essential efficiency the importance of proper and healthy 
relationship between cooperative societies at various levels 
cannot be over-emphasized. For proper and effective 
functioning of the federal structure the primary societies 
should delegate to their federal bodies the functions that can 
more effectively be carried out by them. This will enable 
the primai7 societies to serve their members economically 
and effectively. Similarly the secondary level cooperative 
institutions should delegate appropriate functions to tertiary 
federal bodies. The organisation at the higher level should 
serve their constituent members properly in order to assist 
them to discharge their functions efficiently and effectively.

In ensuring healthy relations between federal bodies and 
their constituent members it is essential that the constituent 
members share equal responsibility and authority in the 
management of the federal bodies. The quality gives the 
proper basis for democratic management. Equality can be 
ensured only when the constituent members get a voice in 
the decision-making of the federal body proportional to their 
primary membership. The rule of one member one vote 
works satisfactorily only in organisations where there is 
no great disparity in size between affiliated societies. The 
best way to extending "one man one vote” to federal 
bodies is by giving each affiliated society votes in proportion 
to its own individual membership.

The purpose of democracy would be best served by this 
method as the voting power at the secondary level will



reflect the strength of membership at the primary Jevel. 
“A variant of this system is found where voting power may 
be based on capital contributions which are themselves 
based on membership”. Another way is “to take account 
of the different degrees of interest displayed by the affiliated 
societies in their common organisation as indicated, for 
example, by their value of purchases from it or of produce 
marketed through it” .

The volume of purchases of produce marketed and deposits 
made or loans taken may be not the proper yardstick to 
measure the degree of interest an affiliated society has in 
its federal organisation. The volume may represent only 
a few transactions of a few rich consumers or large pro­
ducers. A smaller society in richer communities may get 
a bigger voice than a large society in a poorer community. 
In spite of these drawbacks the proportional representation 
at the secondary and tertiary level, whether it is based on 
membership of primary and secondary level respectively or 
o f the value of business transacted by them is far more equit­
able than each member of a federation having equal voting 
power irrespective of its own membership and its involve­
ment in the federation.

As ths primary societies grow larger and stronger through 
amalgamation and development of business a tendency 
can creep in to bypass the secondary federations and deal 
with tertiary federations direct, or transact business inde­
pendently without going through the federated structure.

It is very important to examine such tendencies thoroughly 
and take remedial action if the healthy relation and integra­
tion that should exist for smooth and effective functioning 
of the federated structure is to be ensured. Various tiers 
of the federal structure, however, should exist only as far 
as they serve a useful function. If their existence add 
unnecessarily to the cost of services and come in the way 
of efficiency they should be eliminated. The view that 
presence of several tiers in the cooperative credit structure 
add to the cost of credit disproportionate to the services 
rendered by these organisations at various levels is held by 
many cooperators. There are instances where when loans 
advanced by governments at an interest rate as low as
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3 per cent to assist agricultural development reach the farmer 
he has to pay 10 or 12 per cent.

In Japan for instance where during recent years large 
primary societies have been created through amalgamation, 
some large primaries have shown a tendency to bypass the 
secondary federation and deal directly with the national 
federations. The desirability of changing the present three- 
tier system eliminating the middle level prefectural federa­
tions and the primaries directly becoming members of the 
national level organisations is now being debated.

In Sri Lanka during the reorganisation of cooperative 
societies in 1970 the middle tier was eliminated. Nearly
5,000 primary multipurpose societies were reduced to about 
375, and they are directly federated at national level iato 
various federations.

Enhancing Efficiency to Meet Competition

The ultimate object of strengthening Ihs primary societies 
and the relationship between organisations at various levels 
in the cooperative structure is to render most efficient services 
to the individual member whether he is a farmer or an urban 
worker. In this task cooperatives have to face competition 
from various sources. The strongest competition is from 
the private moneylender. He is the most formidable foe of 
the credit cooperatives. Years of effort of the cooperatives 
have not removed him from the village or the urban scene, 
though all regard him as an exploiter of poverty. He is 
stronger in the village than in cities. The keen competition 
which the cooperatives have offered him has, however, had 
a salutary effect on him. The private moneylender does 
not now dare charge the exhorbitant interest he used to 
charge, though his rates are still high. He has changed 
his ways and methods of lending, much to the benefit of 
the borrower. This very adjustability of the private money­
lender is the biggest factor in his favour. This makes it 
difficult for the cooperatives to replace him.

Lending by cooperatives at cheap rates of interest has 
been regarded by some leaders of the movement as the surest 
way of ousting the moneylender. However, experience has
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proved this to be wrong. Interest may be an important 
factor. But the personal equation that a private trader 
establishes with each of his customers, his simple procedures, 
the availability of credit at any time, the possibility of 
maintaining secrecy about such transactions, his willingness 
to accept all types of security and his readiness to lend even 
without security, the adjustability of his methods of reco­
very, and the coordination of his credit facilities with 
supply and marketing facilities are more important factors. 
These make competition with him difficult. It may not 
be possible for the cooperatives to imitate many of his 
lending procedures, as advocated by some-well-meaning 
leaders in order to eliminate him from the village or the 
urban scene. Imitating his lending procedures may amount 
to betraying the principles of Cooperation, But there are 
several lessons that could be learnt with advantage from his 
procedures.

No sound cooperative credit system can be developed 
as long as the farmer or the city worker remains indebted 
to the private moneylender. Therefore, the success of the 
cooperative credit system depends to a very large extent on 
how promptly and effectively the private moneylender is 
eliminated. This is one of the problems most difficult of 
solution.

An Integrated Approach : The Solution

It is now' being increasingly realised that a sound credit 
system could be developed only if the supply of credit in 
cash and kind, the storage of agricultural produce, and 
the marketing of produce (after processing wherever neces­
sary), are all integrated against the background of effective 
farm guidance services. Unless such an integrated ap­
proach is adopted, all attempts to drive out the moneylenders 
and to improve the conditions of the farmers will end in 
failure and frustration, for credit alone is not a panacea 
which can solve all the problems of the farmer. The solu­
tion lies in the proper integration of credit with extension, 
supply and marketing services.

The success of the Japanese Agricultural Cooperative
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Movement can be attributed to this integrated approach. 
Several countries in the region have adopted the same 
approach through their multipurpose and agricultural credit 
cooperatives. Though the success of this approach in these 
countries has not been as spectacular as in Japan, they have 
found this approach sufficiently rewarding to continue on 
the same lines with increasing intensity.
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Manpower Planning, Training and Development

M. M. K. Wali*

It is not proposed in this paper to dilate on the impor­
tance of manpower planning, for to do so would be to stress 
the obvious. For overall planning its relevance is undis­
puted. as the process through which the manpower needs, 
both in terms of numbers and skills can be systematically 
and cogently projected for a desired period of time and 
educational and training facilities devised, oriented or tai­
lored to generating the required manpower and imparting 
the needed skills on the needed scale. From the point of view 
of any specific organisation, be it cooperatives, or for the 
matter of that, any organised corporate activity, this is the 
only process by which the organisation can ensure that it 
has “ the right number of people and the right kind of people 
in the right places at the right time doing things for which 
they are economically most useful” . The relevance of 
such planning is not diminished even in conditions of wide­
spread unemployment, such as India as well as many other 
developing countries have, because far and large the situa­
tion of unemployment exists in respect of fresh or new 
labour force entering the market without any experience 
in job skills. Moreover even in conditions of unemploy­
ment, there are shortages of people with certain skills.

The purpose of this paper is to examine whether manpower 
planning has at all been done in the cooperative sector in 
India. And if so, to what extent? And if not, what are 
the constraints? The ajiswer to the last question may lead 
us to certain problem areas and correspondingly to some 
logical directions of development. The issues which are 
relevant in this context in India will perhaps find some echo 
in the situation in some other developing countries also.

Manpower planning can only be done centrally, e.g. by

*Chief Executive, N ational Cooperative U nion o f India, New Delhi.



the Government or a Planning Authority in respect of a 
country, and by a corporate body in respect of itself. The 
object of the former, however, is to project trained m an-i 
power needs in the context of the anticipated national growth 
so that appropriate educational and training infrastructure 
could be created to make such manpower available. The 
object and scope of manpower planning by a corporate 
body is far more intimate. It is itself the employer of men 
who are the instruments of its operation and on whose 
performance rests the entire success and state of health of 
the organisation. For it, therefore, the process of man­
power planning will not be confined merely to making fore­
casts of manpower needs but also finding and developing 
the needed personnel, such as will efficiently serve and fur­
ther its business operations and objectives. Manpower 
plarming in their case will be integrated with a whole range 
of important issues, such as:

(a) Policy of personnel development to enable systematic 
identification of existing personnel and building them 
up for suitable upward or lateral movement.

(b) Wage structure attractive enough to retain competent 
personnel, as also recruit new ones of merit.

(c) Availability of career advancement opportunities 
within the organisation, so that Ihe competent 
among the staff can look forward to advancem2nt 
within that organisation itself.

Before, however, we consider these issues, it will be 
best to begin with the existing situation and to clearly 
understand the perspective and its complexities.

No comprehensive census has so far been taken of the 
total personnel employed by the cooperatives in the country. 
However, at times, sample surveys have been undertaken in 
a number of States in regard to specific types of cooperatives, 
say Credit and Banking Cooperatives, with a view to quanti­
fying on an approximate basis the number aird categories 
of persons employed by that group of cooperatives. The 
Indian cooperative movement is characterised not only by 
a large number of cooperatives, but also their wide diversity. 
There were around 333,000 cooperatives in the country in
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1974 (period for which firm figures are available) of which 
as many as 153808 were primary village service (agricultural 
credit) cooperatives, 47296 small industrial and artisans 
cooperatives, about 2400 housing cooperatives, about 1000 
processing cooperatives and about 14(X)0 primary consumer 
cooperatives and a large number of other types of credit 
and non-credit cooperatives. Many of these, particularly 
the primary village cooperatives and artisans cooperatives 
etc; which are necessarily small in size, do not employ 
wholetime staff and make do with part-time or honorary 
employees. It is this factor which makes the task of an 
employment census difficult. However, on a rough reckon­
ing it can be estimated that the cooperatives in India employ 
today roughly about four hundred thousand persons of 
various categories on full-time basis. Bulk of these per­
sons, of course, belong to the general-purpose type without 
any specific technical qualifications. The surveys referred 
to earlier were undertaken primarily with the object of 
devising training facilities for the various categories of 
personnel at junior, middle and senior levels. I will revert 
to these training arrangements later in the paper.

A detailed assessment has, however, been made in regard 
to the personnel of the primary village cooperative societies. 
Because of their importance a little elaboration about them 
w'ould be of interest. These societies, known variously as 
village service societies or village multi-purpose societies, 
are the base on which the cooperative super-structure in the 
country, particularly in the most important segments of 
cooperative activity in the rural areas, is founded, viz; 
credit, marketing, supply of agricultural inputs and articles 
of daily consumption. Though credit is the main staple 
of their activities, these societies, as their name implies, 
deal in a large range of goods and services and are the princi­
pal and often the only contact-point with the rural popula* 
tion. In view of their key importance in schemes of agri­
cultural development, they have been the focus of consi­
derable attention on the part of the Government and the 
national planners and have gone through a great deal of 
policy changes from time to time in terms of their area of 
operation and services.
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Starting sporadically as small scattered cooperative 
societies formed by small groups (often more than one society 
even in one village), a school of thought developed that 
further expansion should be in terms of larger sized societies 
covering a number of villages. Therefore, further expansion 
took that direction. It was felt later that to have one 
society for one village would be more suitable from the 
point of view of homogeneity. Consequently, the main 
thrust came to be towards the organisation of one-village- 
one-society. But as the needs of rural economy expanded 
and got diversified, it was realised that a small single-village 
society was not in a position to generate enough business 
to be able to afford the services of even one wholetime quali­
fied person, the lack of which in turn affected the growth 
of business of the society. A programme of re-organisa­
tion was, therefore, set afoot about ten years ago and the 
number of these societies got progressively reduced by 
process of amalgamation. With further spurt in agricul­
tural activity, even that reorganisation was found inade­
quate and currently a major programme of re-organisation 
is under way to expand the area of the societies by merging 
some of tl\e weaker and inactive societies with the more 
efficient ones. Minimum criteria of viability have been 
stipulated to facilitate the process of re-organisation and 
mergers. Many of the State Govts, have found the per­
suasive and voluntary process of re-organisation somewhat 
slow and have therefore introduced legislative provisions 
to force compulsory mergers if necessary. To give an idea 
of the impact of re-organisation over the years in terms of 
numbers, there were (in round numbers) 115,000 village 
primary agricultural societies in 1950-51, which went up to
222,000 societies (one village-one society) in 1960-61, and 
came down to 153,000 in 1973-74 (as a result of earlier 
re-organisation). Now under the fresh re-organisation 
programme which is currently under way, the number is 
likely to come down to below 100,000 though the exact 
number will be known only when the programme is com­
pleted in a few months. In some States the reduction is as 
much as half and even one-third.

An assessment of the likely manpower requirements in
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these village societies has been made in most of the States in 
the country, largely with a view to recruiting the right kind 
of people for these societies as managers and for tailoring 
the training capacity of the respective training institutions 
to meet the training needs of the personnel. As of today 
there are 66 Training Centres, known as Junior Training 
Centres spread over all the States in the country, to cater 
to the training needs of the personnel of these primary socie­
ties, besides junior level government personnel. These 
institutions in number are barely adequate to meet the on­
going training needs at that level. These are not in a posi­
tion to meet the training needs on a crash basis of the large 
numbers recruited for the reorganised societies. Resources 
are a constraint in any large scale expansion. Hence train­
ing programme of these persons is being phased out over an 
extended period. Situation, however, varies from State to 
State. Here and there marginal shortfalls in training capa­
city are being made up by establishing new centres or expan­
ding the capacity of the existing ones. Where the shortfall 
is more, a shorter duration capsule training is being organis­
ed at existing centres, to be followed at a later stage with 
another course.

Above the Junior Training Centres are the Cooperative 
Training Colleges located in various States, which look after 
training needs of the key personnel of intermediate level 
societies, like Marketing Societies, District Cooperative 
Banks, Primary Land Development Banks, Dairy Coopera­
tives, Consixmer Stores etc. The Cooperative Training 
Colleges also cater to the training needs of the middle level 
personnel of higher level institutions. Though, as stated 
earlier, no comprehensive survey of manpower needs of this 
class of societies or personnel has been undertaken, yet on 
the basis of sample surveys a fairly reliable profile has been 
built up and the curriculae and the scope of courses at the 
training colleges devised on that basis. The same applies 
to the senior level personnel of higher federal institutions or 
larger societies, who are being catered to by the National 
Institute of Cooperative Management at Pune.

Training, however, is merely an input. The basic postulate 
remains that the raw-material itself should be satisfactory.
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If right people cannot be attracted, even the best of training 
will not have the same impact. No amount of manpower 
planning and the training facilities designed to impart need­
ed skills to the personnel will be effective and meaningful 
unless simultaneously one takes a look at the entire range of 
operative recruitment and personnel development factors. 
These are some of the factors critically related to the question 
which had been posed earlier in the paper. Now, let us look 
at the scenario.

Often, when we talk of manpower training and per­
sonnel develoomsnt in relation to the cooperatives, we 
tend to treat them as one unified whole, like a single 
corporate organisation which is free to coherently project 
its personnel requirements and devise suitable policies and 
actions in relation to their placement, training and develop­
ment. The cooperative sector, whereas, comprises hundreds 
of thousands of cooperative institutions in the country, 
each one of them an individual body corporate, ranging 
from a small village level cooperative, to a medium industrial 
cooperative like a Sugar Factory or a Spinning Mill employ­
ing about 400-600 regular workers and a range of experts, 
to a giant production enterprise like IFFCO or big trading 
and marketing organisations like Marketing Federations, 
Consumer Federations and State Cooperative Banks. 
Global demand forecasts of manpower, though vital and 
an important aid to planning for various purposes, often 
founder in implementation because of this vast multiplicity 
of employing authorities of various sizes and status, making 
the task of recruitment and personnel development extre­
mely complex.

It has been observed that most of the cooperative institu­
tions are unable to attract right kind of people. Firstly, 
because of their incapacity to offer adequate salaries and 
other service conditions in comparison with the private and 
government sector. Secondly, most of these institutions, 
being small, provide little opportunities of upward move­
ment and career advancement to the staff. This leads to 
good persons leaving the institution in course of time for 
better opportunities elsewhere, or causing frustration and 
decline in morale. It is not unusual for frustrated persons
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to tend to make use of the job for private gain in undesirable 
ways. If therefore, the cooperatives are merely to attract 
the left-overs and the below-average, it surely does not 
portend well. Undoubtedly, larger cooperative organisa­
tions like the big federal societies and institutions like the 
IFFCO, which are comparable to any large corporate 
organisation, can and do attract suitable qualified people.

This, thus, is according to me the central point of the whole 
situation. We have necessarily to devise a system by which 
we should be able to recruit key personnel for the whole 
range of small and medium cooperatives in an organised 
marmer, which should make it possible to offer adequate 
wages to the people employed, provide reasonable oppor- 
timities of career advancement to them within the sector as 
a whole, and make them feel part of a larger system, with 
potentialities of development to each one according to his 
capacity and competence. In other words a cooperative 
sector or structure must operate as one inter-linked whole 
in this matter rather than as a mere collection of small 
scattered institutions. The stability and security of employ­
ment is itself a factor which is of considerable importance 
in India. This is due partly to some cultural factors and 
partly to poorer job opportunities and job mobility. In 
India it has generally been observed that a man would want 
to choose an organisation where he can foresee a reasonable 
level of advancement for himself, rather than opt for imme­
diate gain with the hope of moving from one organisation 
to another, as happens in many coimtries with fuller employ­
ment. Yet, at the same time the system we contemplate 
has to be such which reconciles to the extent possible the 
sensitivity and the autonomy of the individual organisation 
where the person recruited will be actually employed.

The significance of professionalisation of management 
in the cooperatives, indeed, transcends mere management 
considerations. It influences their very autonomy and iden­
tity. Cooperatives have been recognised and accepted by 
the Government in India as the principal instriunent of 
economic re-generation of the agrarian economy and have 
been given a distinct place in the plans and programmes of 
national development. The Government, therefore, takes
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a far deeper interest in cooperative development than merely 
the helpful and sympathetic interest of a Government in a 
socially useful organisation. The Government is setting 
targets of development for the cooperatives and is also assist­
ing them in a very substantial way. Government interven­
tion in their affairs is, therefore, equally vigorous and not 
infrequent, if in its judgement a particular cooperative or a 
set of cooperatives was not operating in the way it ought to 
and was falling short of governmental expectations. And 
so also the appointment of personnel is one of the important 
areas in which the Government does inevitably come to take 
interest. There has been an increasing tendency on the part 
of the Departments of Cooperation to depute government 
personnel to man key positions in the cooperatives parti­
cularly in the intermediate and state level cooperatives. 
The logic of this situation can easily be seen. The coopera­
tives themselves have not been able to develop by far and 
large a satisfactory managerial infrastructure and thereby 
invite governmental intervention. Institutions which have 
developed good managerial personnel of their own are 
generally not interfered with by the Goverimient in person­
nel matters. However, the Govenmient also does not really 
have a set of professional persormel because the primary 
function of the Departments is supervisory and regulatory 
and their knowledge of the functional business areas is 
vicarious rather than direct. Hence, apart from the principle 
involved, this is in no way on any consideration a satisfactory 
situation managerially. Further, this practice has highly de- 
literious effect on the building up of professionalised cadres 
of persoimel in the cooperatives. While the cooperatives 
should have no hesitation in taking competent people from 
any source, government or otherwise, it should be a selective 
and deliberate decision on individual basis rather than 
the norm as it is now tending to become. It affects not only 
the autonomy of the institution but also their morale and 
self-reliance. The cooperatives in India claim today a busi­
ness turnover of more than Rs. 1000 billion annually. The 
total membership is of the order of 70 million. Yet in terms 
of their social and economic responsibility, the potential 
for growth which lies ahead is limitless. The full potential
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of development of cooperatives could be realised only if they 
are able to muster suitable professional personnel, who 
would belong to the cooperatives and whose own advance­
ment would be inextricably linked with the growth of their 
organisation.

Much discussion and debate has taken place in the country 
on the unsatisfactory management situation. A number of 
committees have been appointed from time to time which 
have made various suggestions. It was realised that in 
view of the small size of the bulk of the cooperatives in the 
country, they on their own will neither be able to offer 
adequate salary scales and service conditions to their per­
sonnel nor afford them adequate opportunities of career 
development, and would, therefore, not be able to attract and 
retain the best persons. The first positive step that was taken 
in this direction was the establishment of pools of key per­
sonnel by a few higher level federal organisations who had 
the resources and the image to attract suitable persons. 
The intention was that these persons would be put at the 
disposal of the lower level institutions in suitable positions, 
and while there they would be totally within the control 
of the lower level institutions where they were working. 
These persons were in due course to be considered for higher 
appointments within the sector, subject to their stability 
and other considerations. However, this experiment under­
taken by a few organisations did not succeed largely because 
in many cases the lower level organisations did not show any 
inclination to hire the person recruited by the federal organi­
sation in the pool. In a situation of widespread unemploy­
ment, the right to appoint persons is a right highly prized 
by the institution or the authority concerned, and often 
such personal considerations get the better of the larger 
institutional interests in the appointment of personnel.

Dissatisfied with the experience of the Pools, thinking later 
veered to establishment of formal cadres of key personnel by 
higher level federal institutions for their constituents, backed 
by the authority of law or pressure from the State Depart­
ments of Cooperation. In many States, therefore, a few 
such cadres have been formed. For instance, the cadre of 
managers of village primary societies is maintained by the
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District Central Cooperative Banks. The recruitment is 
done by the Bank through a committee constituted for the 
purpose. The placements of these managers in the primary 
societies is made by the Banks or the special committee, 
some time with the consent of the primary society and often 
not so. The training is also looked after by the Bank. 
The salary of the person is paid by the primary societies 
where he is placed as manager and if the society is not in 
a position to fully meet his salary, the shortfall is met by 
contribution from the Bank, and if the deficit still remains, 
from State subsidy or by contribution from the State Co­
operative Bank. The actual mechanics varies from State to 
State. In some cases regular salary funds have been 
created and in some cases agreed arrangements of contribu­
tions worked out. These persons can also be transferred by 
the Bank from one society to another, if this is considered 
necessary. They are considered for promotion to higher 
jobs in the Bank appropriate to their level of experience. 
Likewise, in some States cadres for the managers and 
accountants for the primary marketing societies have been 
established by the State Marketing Federations, and so also 
in respect of some other sectors. However, the experience 
o f  this also cannot be stated to be entirely satisfactory so 
far. While in some States the cadre scheme is working fairly 
well but in some other States not so. The reasons are 
largely of a personal nature. Where due consideration is 
shown by the cadre authority in meeting the wishes of the 
client society and the placement and transfers are done in 
consultation with them, harmonious relationship has deve­
loped. But in some cases where authoritarian attitude has 
been taken by the cadre authority, i.e., the higher level 
society, tensions have developed to the detriment of 
smooth operations.

The experience thus whether of the pool scheme or the 
cadre scheme is a mixed one. The pool scheme has appa­
rently the greater disadvantages, because under an informal 
arrangement of that nature it is unlikely, at least for the 
time being, that there would be great eagerness on the part 
of the lower level society to take persons recrmted by the 
higher level society.
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The compelling need for professionalisation of manage­
ment and manpower development in the cooperative sector 
is, indeed, such that it cannot be ignored any longer. 
Volume and diversity of services is already beginning to 
touch a level which cannot be handled by general purpose 
multi- functional employees. Yet, individually the coopera* 
tives, most of them being still somewhat small in size, will 
not be able to recruit right kind of people. Some centra­
lised recruitment seems, therefore, inevitable. The only way 
which offers maximum possibilities of success to me is the 
development of appropriate cadres of personnel in different 
branches of cooperative activity. What is to be ensured, 
however, is that maximum consideration is given to the 
feelings and needs of the client institutions and their sense 
of autonomy protected to the extent possible. They must 
also have full satisfaction that the recruitment done is 
fair and objective and not on considerations other than 
merit.

The question arises as to who should make the recruit­
ment, whether at the initial entry or at a later stage for pro­
motion to higher jobs in the sector. Even with the best of 
goodwill, cadres maintained by higher level institutions 
would be somewhat suspect. They may also perhaps in 
course of time, depending on circumstances and personali­
ties render the lower institutions in effect to the status of 
branches of the higher level institutions. Much, however, 
depends on the manner in which the system is operated and 
the healthy working traditions that are established. Given 
these conditions, the system can operate successfully to the 
general satisfaction of all concerned.

The other alternative is that an independent authority in 
the nature of a Service Commission, may be set up at the 
State level, comprising a number of carefully chosen and 
respected men. The functions of the Service Commission 
would be only to select people for specified key jobs like 
Managers, Assistant Managers, Accountants and other 
professionals for different branches of cooperative activity. 
The Commission would prepare panels of persons found 
suitable for appointment. The panels will be sent to the 
needy cooperatives for their consideration. It should bs
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incumbent on the cooperative to appoint one of the persons 
from the panel. Removal from service of any of such persons 
would be done only w-ith the approval of the Commission. 
Serving personnel would be eligible for promotion within 
the cooperative sector, for which also the screening would 
be done by the Commission. Promotion, however, within a 
cooperative itself would be fully within the scope of autho­
rity of that cooperative. It is assumed that appropriate 
service conditions would be laid down and it will be incum­
bent on the client cooperatives to follow these service con­
ditions. The general idea in this arrangement is that selec­
tion of persoimel on appropriate and assured service condi­
tion may be undertaken through an independent and objec­
tive body like a Commission, but enough flexibility is 
allowed to the client cooperative organisation to appoint 
persons from a panel, also retaining their full rights of 
administration and disciplinary control and intra-coopera­
tive promotion. No transfers are envisaged except on pro­
motion or on otherwise agreed basis. Naturally, such an 
arrangement cannot be established entirely on a voluntary 
basis and will have to have some legislative support to bring 
it about, however much we may otherwise wish to avoid 
legislative encroachment on the cooperative sector. Even 
this arrangement may have its flaws both in principle and 
practice. But a practical system which has to be necessarily 
a  compromise between conflicting considerations, is needed 
to be evolved if sound manpower planning and develop­
ment has to be ensured for the good of the cooperative 
movement as a whole and the present day chaotic, disorien­
ted and widely scattered and incohesive management 
situation avoided.

It is also necessary that manpower cells should be created 
at appropriate levels in order to systematically consider 
the problems of manpower planning in the cooperative 
sector. This can best be doj’c by the National and State 
level cooperative federal organisations in their respective 
sectors of business activities and from the overall national 
point of view by the National Cooperative Union of India. 
The training arrangements could be suitably juxtaposed with 
these requirements.
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Training

Training is recognised as an important input for increasing 
job competence and is talked about most fervently. Yet, 
when it comes to actual allocation of resources for the train­
ing schemes and programmes, it tends to get viewed from 
the wrong end of the telescope-appearing so distant in the 
list of priorities. The cooperatives often hesitate to send 
their personnel for training. It has also been observed that 
often persons sent for training are not the ones most appro­
priate for the same, chosen on chance rather than any person­
nel development consideration. Instances are also not 
lacking of persons trained for a particular purpose being 
used for something else, often soon after the training. These 
are matters that lie purely within the will and good sense of 
the employing organisation. The solution lies in exercising 
the needed self-discipline and seriousness of purpose. 
Undoubtedly, problems of very small cooperative societies 
can be appreciated who do not have enough personnel of 
their own and consequently absence of a person for any length 
of time may affect their business operations.

As for the trainers, one find that assembling the right 
kind of faculty itself poses certain problems, particularly 
when the training infrastructure needed is extensive and 
large, as in India. While the basic postulates of management 
and technical operations are the same in cooperatives as in 
other organisations (say, private companies), cooperative 
management in nature has a somewhat different complexion. 
In a private organisation the shareholder is merely an inves­
tor who looks for reasonable return on his capital invested 
and is not otherwise involved with the operations of the 
organisation. On the other hand, the member-shareholders 
in a cooperative organisation are not only the owners by 
virtue of their membership but are themselves the bene-- 
ficiaries of its business as buyers, producers, suppliers or 
workers. Their participation and involvement in the affairs 
of their cooperative enterprise and its management is, 
therefore, intimate and their interest deeply personal. A 
cooperative manager has consequently to be not only a good 
manager in the commonly accepted sense, but also some­
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thing more. He has to be imbued with the philosophy and 
nuances of the cooperative style of management. Corres­
pondingly, therefore, the trainer himself has to be a person 
who is fully alive to the cooperative style of working, if he 
is to be a useful and successful trainer. This calls for a 
trainer who is a judicious combination of both an academi­
cian and a cooperative practitioner. While there is not 
much difficulty in finding persons with desired academic 
levels with knowledge of the practical as relevant to private 
organisations, there is an acute dearth of academically 
oriented people with practical experience in the coopera­
tives. As discussed earlier, good managerial infrastructure 
in the cooperatives has yet to develop, from which 
people with academic aptitude could be picked for training 
institutions.

The need for appropriate prograinmes of faculty develop­
ment in cooperative training institutions, therefore, becomes 
even more important and urgent in the present context. 
There are little or minimal facilities for the training of 
trainers. While this is a problem which has to be tackled 
within the country itself and suitable arrangements devised, 
faculty development is an area in which the International 
Cooperative Training Centres can also play a useful role. 
These centres are operating a number of courses for coope­
rative personnel of various levels. These courses have a 
utility to the extent experiences and theoretical applica­
tions in one country are of practical relevance in another. 
But perhaps, it is time that the ICTCs might think more 
vigorously on the important area of faculty development. 
Investment in a trainer is a gain to the hundreds whom he 
trains in turn. One possibility could be the establishment of 
exchange fellowships, as is being done in the universities. 
The fellows would undertake specific study and research, 
as also conduct some teaching at the host centre. The 
centres too would gain from the practical experience and 
knowledge of the fellows and thereby enrich their own train­
ing content.

Question often arises as to who or which agency should 
undertake the training arrangements. It will be useful to 
first broadly classify the training areas. The main fields
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of training appear to belong to three categories : (i) founda­
tion training, (ii) managerial training, and (iii) job training.

Foundation training would be in the nature of basic 
training relating to specific lines of activity like banking, 
marketmg, etc. given to a person on his initial entry into 
service. These basic courses would by and large be of a 
longer duration, combining both a theoretical and practical 
content.

Managerial training would be in the nature of executive 
development programmes and of specialised management 
functions or techniques and aids, like project financing, 
performance budgeting, marketing management, inventory 
management, management information system, network 
analysis etc. Such courses would be largely relevant for 
middle and senior level managers and, in the nature of it, 
would be of shorter duration, ranging from a few days to a 
few weeks.

Job training would include training in basic skills both 
at the entry level as well as refresher courses later. There 
are a host of front line operators doing jobs, skilled or semi­
skilled, who need job training. For instance personnel who 
handle fertilisers and agricultural commodities in the storage 
godowns. Most of them have no idea of proper storage 
practices, how frequently bags should be turned arid so on, 
with the result that there is much wastage and spoilage. 
Counter clerks in the Bank and the Salesmen in the consumer 
store need training. Indeed every cooperative will have 
front-line personnel of this type whose quality of work and 
conduct have a vital bearing on the overall performance 
and image of the society.

Reverting now to the arrangements for training, there 
are different arrangements prevailing in different countries, 
evolved over the years. What works well in the context of a 
particular country need not, however, be necessarily appli­
cable to the others. It is, therefore, pertinent to consider a 
system which on all apparent considerations would seem 
to be the more suitable, consistent with economy and opera­
tional efficiency.

There is a particular school of thought which advocates 
that training of personnel belonging to respective sectors
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of the cooperative movement could best be handled by that 
business sector itself, through either the apex organisation 
of that sector or some other internal arrangement. This 
could, perhaps, be useful where one or two sectors are pre­
dominant in the movement. However, where there are a 
number of more or less equally important sectors operating 
(and happily the trend increasingly in the developing coun­
tries being to support cooperative activity in various direc­
tions of national development), such segmentation of training 
arrangements may turn out to be somewhat wasteful, and 
also perhaps, on overall considerations of the cohesiveness 
of the movemsnt, somewhat undesirable. In a country with 
limited resources it may be of advantage to pool together 
as much of the training facilities as possible, to avoid dupli­
cation and overlapping. Basic foundation courses in 
various functional areas and management training, as also 
certain types of job training, can be imparted easily imder 
one training set-up. If  the Institutes of Ma,nageme^it 
and other well-known faculties of business management 
can undertake training for different operational speciali­
sation, there is no reason why the same cannot be success­
fully done in the proposed cooperative training set-up.

Training of front line operators, some examples of which 
were given earlier, as also certain types of refresher courses 
or specially designed short duration ad-hoc courses, can 
best be undertaken by the fimctional business sector itself. 
There is no point, nor would it be feasible due to the large 
numbers involved, in bringing these persons to the general 
training institution. For such personnel, internal courses 
can be conveniently organised by the organisation itself or by 
a  higher level organisation in that sector. The training 
institution can however help in designing these courses and 
also assist, if possible or needed, by providing some faculty 
support.
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Cooperative Training Set-up in India

In India the training set-up is three-tiered. At the base 
are the 66 Junior Training Centres widely scattered all over 
the country, intended to train managers and other personnel 
of village level primary societies and also the clerical and 
junior supervisory staff of the secondary level societies like 
District Cooperative Banks, Marketing Societies etc. The 
number of centres in a State varies from state to state, 
depending on the training capacity needed. These centres 
also cater to the training needs of the junior personnel 
of the State Departments of Cooperation. The most im­
portant area of their training continues to be the training 
of managers of the village primary service societies.

The next rung of the ladder is that of the 16 Cooperative 
Training Colleges, located in the different states in the 
country. The colleges look after the training requirements 
of the key personnel of secondary level societies and the 
junior personnel of the state level societies. These colleges 
undertake eight kinds of Diploma Courses, namely, (i) 
Higher Diploma Course in Cooperation, which is a general 
basic diploma course, (ii) Diploma in Cooperative Banking,
(iii) Diploma in Industrial Cooperation, (iv) Diploma in 
Cooperative Audit, (v) Diploma in Cooperative Marketing,
(iv) Diploma in Consumer Management, (vii) Diploma in 
Land Development Banking, and (viii) Condensed Higher 
Diploma in Cooperation for experienced intermediate level 
officials. These diploma courses are in the nature of 
foundation courses for middle level personnel in various 
disciplines enumerated above. In addition, the colleges 
are also conducting over 200 short-term job oriented pro­
grammes, depending upon the specific needs of the coopera­
tive institutions concerned. Illustratively courses for milk 
diary cooperatives, deposit mobilisation, recovery of co­
operative loans, banker-customer relationship, agricultural



financing, budgeting etc. The list is too elaborate to be 
reproduced here. The courses of somewhat more technical 
nature have also now begun to be undertaken, like a course 
in cotton grading.

At the apex is the Vaikunth Mehta National Institute 
of Cooperative Management at Pune, which looks after the 
training needs of the senior executives from large societies 
or state and national level federal organisations. The 
National Institute conducts a core course in Cooperative 
Business Management, which is recognised as a Post- 
Graduate Diploma Course. This course is intended to 
develop the conceptual and decision making skills of senior 
executives and departmental officers through exposer to 
modern management concept, methods and techniques. 
This course also provides specialisation in different sectors 
of cooperative activity, viz. banking, marketing, processing, 
consiuner co-operation, industrial co-operation, co-operative 
law and administration.

A seven-week Cooperative Executive Development Pro­
gramme is also organised at the Institute to provide orien­
tation in co-operative organisation, management and ad­
ministration and co-operative development and socio­
economic environment in which the co-operatives function. 
Besides, the institute also conducts several short-term job- 
orientation courses in particular specialisations, e.g. mar­
keting management, personnel management, inventory 
management, management commimication, merchandising 
management etc. The institute also holds seminars and 
conferences to provide a forum to the policy makers and key 
executives to discuss their managerial and operational 
problems. The institute also undertakes research studies.

Arrangements for the training of trainers presently are 
inadequate. However, the National Institute is conducting 
faculty development programmes for the faculty of the 
Co-operative Training Colleges. This by itself is not 
enough because the National Institute has yet to acquire 
fuller expertise in this behalf.

On an average the National Institute is training about 
700 persons, the Cooperative Training Colleges a little over 
4500 persons and the Junior Training Centres a little over
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10,500 persons ia a year. Consistent with the availability 
of resources, efforts are being made to further strengthen in 
faculty and capacity of these institutions, to improve train­
ing facilities and to provide more suitable environmental 
conditions than presently exist.

The Junior Training Centres are within the operation 
control, with a few exceptions, of the State Cooperative 
Unions. The two higher tiers, however, viz. Co-operative 
Training Colleges and the National Institute are managed 
by National Cooperative Union of India, through a special 
wing called tlie National Council for Cooperative Training. 
The National Council comprises senior and knowledgeable 
persons of standing from within the co-operative sector as 
well as from other renowned institutions like the Institutes 
of Management, Agricultural Universities, Indian Council 
for Agricultural Research etc.

The entire expenditure on the National Institute and the 
Cooperative Training Colleges operated by the National 
Cooperative Union of India is met by the Government 
of India. Likewise at the State level the expenditure on 
the Junior Training Centres operated by the State Coopera­
tive Unions is met by the State Goveriiments. There is, 
thus, a good deal of support from the Government for 
training activities. Nonetheless resources continue to be a 
limiting factor in faster expansion and improvement of 
training facilities. Many of the courses organised at these 
training institutions have been undertaken at the instance 
of various cooperative organisations at their cost. Govern­
ment assistance is, therefore, supplemented by the user co­
operatives.

A munber of special short-term courses have been orga­
nised internally by some cooperative institutions themselves 
for their own personnel as and when needed. Recently a 
crash prograimne of training has been initiated by the Land 
Development Banks for their junior supervisory personnel 
covering about 8000 employees. In organising this kind 
of house training the co-operatives concerned have drawn 
on the assistance of the faculty of the training institutions 
as also other organisations.

The training institutions have by far and large, been able
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to build up a permanent faculty of their own, and take offi­
cials on deputation only rarely, particularly for such dis­
ciplines like audit where practical work experience is of the 
utmost importance and is available only in the cooperative 
auditors of the Department.

Thought is also now being given to initiate correspondence 
courses for the benefit of those who cannot be spared from 
their job (as in institutions with small persormel) for an 
extended period, or for those who want to improve their 
knowledge and skills but are not in a position to go to the 
training institutions for certain personal or official reasons. 
An expert committee has bsen set up by the National Coun­
cil for Cooperative Training to examine and design a suitable 
programme for the introduction of correspondence courses.

It would be seen that the training set-up in India is an 
integrated one, looking after the diverse training require­
ments in principal fields of different sectors. Even the 
Junior Training Centres which are operated by the State 
Cooperative Unions look to and receive superior academic 
guidance from the National Council for Cooperative Train­
ing which manages the two top layers of training. There is 
no visible trend on the part of cooperative institutions, 
however big, to break away from this integrated set-up. 
Only in one case cooperatives in a State have set up a train­
ing institute of their own, but even in this case the role of 
that institute is considered supplemental and personnel 
from institutions in that state are continued to be sent to 
the appropriate level training institutions.

It will be pertinent to mention here that the Reserve Bank 
of India is operating a college of Agricultural Banking at 
Ptme. The Reserve Bank is the principal financier of the 
cooperative banking sector and being the central bank of 
the country responsible for controlling and regulating 
banking operations, their interest in the matter can be 
clearly understood. Cooperative banking sector makes use 
of that collegc as also the cooperative training institutions.
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Financial Management 

P r o f . V a r a n a s y  S. M u r t y *

The twin dimensions of financial management at enter­
prise level are: setting realistic targets of financial per­
formance and monitoring the achievement of the targets 
set.

Target setting for financial performance particularly of 
the enterprises falling into the privileged category of public 
and co-operative sectors should be broadly in tune with the 
national economic objective i.e. growth rate of national 
output desired and the required savings rate. Profit genera­
tion at enterprise level should be viewed in a broad economic 
sense as creation of savings facilitating capital formation 
i.e. growth of investment. The profit goals of an enter­
prise at micro level should, therefore, be meaningfully 
related to the national economic objective in terms of rate 
o f savings.

The national savings rate is the average for all the sectors 
of the economy and, therefore, it should be taken as the 
absolute minimum. The desired annual generation of 
savings, however, has to be worked out for each enterprise 
as a going concern taking into consideration its expected 
level of operations, capitalisation structure and the nature 
of assets employed.

While the annual cash flow generation is useful for setting 
short run targets of operational performance, guidelines 
need to be developed for determining minimum return 
required on incremental investment in order to facilitate 
investment decisions. The financial variables that need 
to be taken into consideration for determining return on

♦Director, Extension Management Programmes, University o f Bombay, 
Bombay.



incremental investments are:
(a) dividend policy/rate of retention;
(b) financial leverage; (debt equity ratio)
(c) cost of debt; and
(d) desired growth rate of earnings.

For translating the financial goals set into the targets of 
operating performance the ROI concept could be appli­
ed. The basic components of ROI framework are sales, 
cost and investment. A number of closely inter-related 
ratios—all centering directly or indirectly on the ROI 
components—could be developed for periodic appraisal of 
performance.

Financial Management

Cooperative enterprises are expected to play an in­
creasingly important role in developing economies. 
Management of financial resources committed to any co­
operative enterprise particularly in manufacturing and 
processing activities should, therefore, be examined in the 
broader perspective of the economic goals of any nation. 
The process of financial management at micro-level in­
volves the twin dimensions of setting realistic targets of 
financial performance and monitoring of achieving the 
targets. Specifically the financial target setting at micro­
level should be broadly in tune with the national goal. 
This financial goal congruance becomes particularly signi­
ficant in the case of cooperative enterprises which are sup­
posed to function as agents of economic development by 
virtue of the state support and encouragement given to 
them.

In order to develop an approach for setting financial 
goals at enterprise level which could be directly tied to the 
national goal, the broad parameters used in the formulation 
of the national plan should be appreciated. In macro 
perspective, the productivity of investment may be viewed 
as the rate of capital formation. The rate of capital for­
mation (investment) is one of the key variables of economic 
development as outlined below:
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The rate of investment (i.e. the percentage of invest­
ment to national output) divided by capital output ratio 
gives the rate of growth of national output. The capital 
output ratio is an indicator of productivity of capital. Capi­
tal output ratio is affected by the degree of personnel effi­
ciency with which capital equipments are handled and the

R a t e  o f  g r o w th  o f  
N a t i o n a l  o u t p u t
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general level of managerial skills. The capital output ratio 
multiplied by the desired growth rate of national output 
gives the minimum rate of investment required. The nation­
al economic objective of any country is to optimise the 
rate of growth of national output. One of the key variables 
conditioning the rate of growth is the rate of investment. 
Other conditions being equal the higher the rate of invest­
ment the higher the rate of growth of national output. The 
importance of high rate of capital formation (investment) 
can be seen in the high investment targets set by planned 
economies.

The key variables affecting the national plan in terms 
of national output are presented in Chart No. 1. For 
example, with an implied capital output ratio of 3.45 and 
savings rate of 16% the growth rate of national output is 
derived at 5.5%. We are interested in interpreting the 
national economic objective of 5.5 % growth rate of national 
output in terms of its implied growth rate of investment. 
In a broad sense if the total investment in all sectors of the



country is about 16% of the national output, the rate of 
savings must also be around 16% of national output. It 
means that in. order to sustain the desired rate of growth of 
national output at 5.5% per year the rate of savings in 
co-operative sector must also be around 16% of the net 
output added by each co-operative enterprise. The net 
output of each enterprise is the sales revenue minus materials 
and services purchased from outside and depreciation. 
The macro model of economic variables is translated into 
a micro model as presented in Chart No. 2. The net output 
added by any enterprise is, therefore, equal to the sum of

(i) Wages, salaries and other personal benefits;
(ii) Rent and royalties;

(iii) Interest; and
(iv) Savings (profit before tax).

Given the desired minimum rate of savings so as to 
conform to the national average, it should be possible to 
calculate the actual savings rate of an enterprise to see if it 
conforms to the rational minimum. In such calculations 
due provisions for depreciation and interest on total capital 
employed must be made. If the actual savings of an enter­
prise falls below the national target the following areas need 
to be investigated:

(a) Whether the firm is getting a realistic price for its 
output;

(b) Whether there is under-utilisation of the firm’s 
installed capacity;

(c) Whether there is improper utilisation of the personnel 
employed in the firm either because of over-employ- 
ment or low productivity;

(d) Whether realistic prices are paid for inputs such as 
raw materials and services supplied by the members.

Once the saving target is set in light of national mini­
mum the standard capital-output ratio of the firm can be 
worked out so that return on capital employed and return 
on equity may be easily calculated.

The process of deriving the savings target in light of
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the national economic objective is illustrated using the data 
of Union Industries Limited as given in Exhibit-I. The 
basic ratios of Union Industries Limited are as follows;

(i) Net output=wages 328 +  interest 5 8 + profit before 
tax 62=Rs. 448 lakhs;*

(ii) Savings as percentage of net output=52/448 =  
13.8%;

(iii) Gross capital employed = to ta l assets of 1498 lakhs 
—current liabilities of 341 lakhs=Rs. 1157 lakhs;

(iv) Capital-output ratio=1157 : 448=2.5 : 1;
(v) Interest at 6% (assumed) on gross capital emp­

loyed = R s. 69.4 lakhs;
(vi) Adjusted savings ra tio = 51 /448 =  11.4%;

(vii) Interest+Savings/gross capital ratio =  120/1157 =  
10.4;

(viii) Savings/equity-f-reserves ratio=62/432=14.3%  
(before tax).

It may be noted that the actual interest included in the 
net output was only Rs. 58 lakhs. As the debt equity ratio 
and the actual rate of interest paid differs from firm to firm, 
it becomes necessary to assume a minimum rate of interest 
on the total capital employed so as to figure out the savings 
generated after providing for minimum interest. If we 
assume a minimum of 6 % interest on total capital employed 
of Rs. 1157 lakhs the interest amount would be Rs. 69.4 
lakhs and the effective savings would be only Rs. 51 lakhs 
(120—69) or 11.4% of net output which would be below 
the national minimum of 16%. At the desired minimum 
rate of savings of 16% of net output the amount of savings 
to be generated by Union Industries Limited will be 
Rs. 75.6 lakhs which is derived as follows:

.16 (328+69+X )=X  1 where:
.-.63.52+.16x=X  x= th e  amount of saving
.-.63.52=.84x . 328=wages, salaries and

j  employee expenses
.•.75.6=x [ 69 =  interest @ 6 % on total

J capital employed.
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The gross cash generation (interest +  savings) will 
be Rs. 145 lakhs (69-4 lakhs+75.6 lakhs) as against 
Rs. 120 lakhs currently generated. Out of this

(a) explicit interest on debt (actual in­
terest paid) = R s. 58.00 lakhs

(b) interest on accumulated depreciation
funds at 6% on Rs. 263 lakhs = R s. 15.80 lakhs
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Total Rs. 73.80 lakhs

(c) balance available to equity= 145 lakhs—73.8 lakhs
= R s. 71.2 lakhs

(d) profit/equity+resource ra tio= 71 .2/432=16 • 5 % before 
tax.

The crucial assumption in the above calculations is 
the interest required in regard to depreciation funds which 
are accumulated from year to year and retained in business. 
Depreciation is in the nature of recovery of investment; 
if a part of the investment is recovered, technically funds to 
that extent are freed for the time-being and become avail­
able for investment, and wherever such funds are invested 
they must earn a rate of return. Here the same rate of interest 
of 6% is applied for such funds. The above calculations 
indicate that at 16% rate of savings on net output of the 
Union Industries Limited, the net profit on equity and 
reserves will be 16.5% before tax.

II

The return of 16-5% on equity and resources should, 
however, be regarded as the absolute minimum and the 
actual minimiun return required should be estimated in the 
context of the actual operational framework of each firm. 
Specifically, the annual cash flow generation required in any 
firm would depend on factors such as:

(a) annual provision for depreciation;
(b) incremental net working capital to be financed from 

internal sources;



(c) minimum dividend payable on equity;
(d) rninimum return on investment of accumulated 

depreciation funds;
(e) minimum cash required to meet recurring annual 

capital expenditure.
Applying the above factors to the Union Industries 

Limited the cash flow generation required by the firm could 
be calculated as shown below making such of the assimip- 
tions as may be necessary:

(i) cash required for paying minimum 
dividend amount on paid-up equity 
capital (10% dividend rate is assu­
med as the investors could otherwise 
earn at least 10% on fixed deposits
in banks) ..  Rs. 18.00 lakhs

(ii) annual depreciation provision
(assumed to be the same at last year) Rs. 44.00 lakhs

(ill) minimum return on investment of 
accumulated depreciation funds 
(10% rate assumed) .. Rs. 23.60 lakhs

(iv) cash required to meet recurring an­
nual capital expenditure (assumed to 
be 1 % of the value of gross fixed
assets) .. Rs. 7.40 lakhs

(v) incremental net working capital to be
financed internally (based on the 
following assumptions: sales in­
crease over previous year 7 %; work­
ing capital, net of trade creditors, 
to be 20% of sales; short-term bank
finance 40% of working capital) .. Rs. 14.50 lakhs
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Total .. Rs. 110.20 lakhs

Required return on equity and accumulated depreciation 
funds=110.2/695=15.8%/O

OR
Return on equity (after depreciation)=66.2/432=15%.



The above cash flow generation is exclusive of actual 
interest payable on existing debt. Under this approach 
the cash flow required to be generated should bs regarded 
as what is essential from the view-point of a going concern so 
that the “phenomenon of sick unit multiplication” could 
be discouraged in the larger social interest. The required 
cash flow could be expressed in terms of the familiar return 
on equity and such a ratio, in a way, could bs considered 
as the cost of equity funds. But what is more important 
at the operational level is relating the cash flow directly to 
the level of operations required and exploring the different 
avenues of achieving the level of cash generation. To be 
able to derive the level of operations based on the cash 
flow desired the familiar break-even concept could be 
applied as follows:

“Fixed commitments divided by contribution profit=  
break-even level of operation."

Where

I. Fixed commitments= fixed expenses (i.e. personnel 
expenses of 328, capacity costs of 66 and administra­
tion expenses of 109-{-interest on explicit debt i.e., 
Rs. 58 lakhs-f-depreciation provision (Rs. 44 lakhs)-f- 
cash flow generation required.

II. Cash flow generation required =

(a) fixed elements representing dividend on capital, 
interest on accumulated depreciation funds and 
recurring annual capital expenditure i.e. a total 
of Rs. 51.7 lakhs.

Plus

(b) variable element representing net working capital 
i.e. 60% of 20% of sales.

III. Contribution profit=  sales revenue—variable costs i.e. 
material costs (61 -4%).

IV. Break-even level of activity=X.
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In the above example:

503+ 58+ 44+ 5I.7+ 12(x-1728)
.386

X=1689.

In the above illustration, the indicated break-even sales 
volume of Rs. 1689 lakhs happens to be less than the present 
sales volume of Rs. 1728 lakhs because the profit volume 
in the minimum cash generation required happens to be 
less than the current profit volums.

Ill

While the cash flow approach outlined in Part-II above 
is useful for setting targets of financial performance 
in the short run of one year or so, so as to improve per­
formance particularly of those running units which have 
not been generating the minimum cash to sustain continued 
operations in the long run, the approach may not be directly 
useful for incremental investment decisions. In any going 
company there will be incremental investments taking 
place from time to time and the crucial question facing the 
management is:

What should be the minimum rate of return on such
incremental investments?

The answer to this question is partly dependent upon 
certain policies of the management which influence the 
return on total investment, such as

(i) extent of financial leverage;
(ii) cost of debt capital;

(iii) rate of retention of profits (dividend policy);
(iv) desired growth rate on equity earnings.

If the above policies are clearly spelt-out by the manage­
ment, it is possible to build them into a model so as to 
determine the minim’om ROI on incremental investment.
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For example;
(i) the desired growth rate on earnings is 8 % (which is 

also the present ROI of Union Industries Limited);
(ii) rate of retention of profits is 80%;

(iii) leverage is 1:1 i.e., 100% of the equity;
(iv) interest on debt is 12%.

We can build the above variables into a model as follows 
and derive the required return on incremental investment 
as 11%.

Desired Return Degree of Return Rate of
growth =  on -f* leverage X on reten-
rate of retained % incre- tion %
earnings earnings mental

% % debt %
i.e., 8% =X +(100%  X 12% 80% 

l l % x X

The growth rate of earnings at 8 per cent for Union 
Industries Limited is illustrated in Exhibit No. 2.

In the above formula the key variables are;

(i) leverage;
(ii) rate of retention;

(iii) desired rate of growth of earnings.

As you vary any of the variables its likely impact on the 
required minimum return on incremental investment can 
be readily calculated, as for example:

(a) the higher the leverage, the lower the required ROI 
and vice-versa;

(b) the higher the rate of retention, the lower the required 
ROI and vice-versa;

(c) the lower the desired growth rate on earnings the 
lower the required return on incremental investment.

Suppose Union Industries Limited is considering an in­
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vestment involving Rs. 200 lakhs and if the expected return 
on the project is 8 %, it can be readily compared with 11 % 
which is based on the management’s desire of 8% growth 
rate of earnings. To what extent the desired growth rate 
of earnings can be sacrificed so as to accommodate a parti­
cularly marginal investment is a question involving manage­
ment strategy. It must, however, be noted that by main­
taining the present ROI on all incremental investments the 
earnings will not be growing at a rate equivalent to the 
ROI of the firm because of the following financial variables 
which affect the quantum of net earnings from year to 
year:

(i) dividend policy and rate of retention;
(ii) leverage;

(iii) cost of borrowings.

Management must, therefore, take the above factors into 
consideration and fix the financial target based on the volume 
of earnings desired.

This will greatly facilitate the process of pinpointing 
the required return on incremental investment. The under­
lying assumptions in the above model are:

(a) all earnings growth is derived from added capital i.e., 
the current level of capital generates the current 
level of earnings and all growth must come from added 
capital (the assumption of constant capital from 
existing capital is not a necessary condition because 
either growth or deterioration in profits could be 
built into the model);

(b) all added capital comes from additional debt and 
retaining earnings;

(c) if additional equity capital were to be raised its 
effect on earnings growth rate would be computed 
independently of this model.



After setting the financial targets and taking the 
investment decisions as discussed in the preceding section 
the targets need to be translated into operational budgets 
for performance control. Here the ROI concept could be 
readily applied.

Profit in relation to the total investment i.e. resources 
cormnitment is called return on total investment or earning 
power of the firm. Profit is surplus i.e. excess of current 
revenue over current production.

In terms of cash inflow it is the conventional net profit 
before tax plus depreciation and interest. The ratio of 
such cash inflow (profit or surplus) total investment (cash 
outflow) may be called return on total investment or more 
appropriately, productivity of investment or finaicial 
resources. The task of management of any firm is to opti­
mize productivity of its financial resource. Hence the 
emphasis should be on the cash flows in. the economy of the 
firm.

The flows of funds in the economy of any business 
enterprise are in the form of; (i) Opsrating costs (outflow),
(ii) Revenue (inflow), and (iii) Investment (outflow).

The cost-revenue-investment relationships shape and 
determine the state of economy of the enterprise. It is 
the function of management in charge of the economy of an 
enterprise to optimize these relationships. The relation­
ships may be stated as follows:

(Revenue—cost) 100 ^  Revenue _  (Revenue—cost) 
Revenue Investment Investment

=Sales Margin X  Turnover of Investment= Return on 
Investment

OR
Earning power of the firm.

The objective of the firm is to optimize the “ surplus” 
or earning power of the enterprise within the framework of 
restraints. This optimization is possible either through
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optimizing the margin or the turnover of investment or 
both. It may be possible to optimize either of the compo­
nents at the cost of the other. But the overall effect may 
bs neutralized. Hence the need for an integrated approach. 
For example, the relationship or ratio between cost (input) 
and revenue (output) is the index of performance:

(a) The ratio may be increased by keeping the revenue or 
output constant but by reducing the cost or input. 
This is called efficiency; or

(b) The ratio may be increased by keeping the cost or 
input constant but by increasing the revenue or output. 
This is also efficiency; or

(c) The ratio may remain unchanged when revenue or 
output is increased with proportionate increase in 
cost or input. This is called effectiveness.

Emphasis on (a) and (b) above leads the company to a 
static condition, whereas emphasis on (c) ensures expansion 
without efficiency. Where an enterprise is only efficiency- 
oriented, Ihe search for economy in operations becomes 
vigorous and the management will be preoccupied with the 
conservation of resources already committed to operations 
rather than seeking new opportunities for additional 
commitment of resources. Such an enterprise tends to be 
myopic and invites stagnation. On the other hand, where 
an enterprise puts a premium on effectiveness only, it seeks 
expansion through new products, markets, customers, etc. 
but with no proportionate increment to “surplus”. When 
an attempt is made to consolidate the gains of such an 
expansion, the hollowness of such expansion reveals itself. 
Where efficiency and effectiveness are maintained, there is 
said to be efficient expansion, which is called growth of 
economy. In a growing economy of a firm, the rate of 
return on investment is greater than the opportunity cost 
of capital. It is this relationship between cost of capital 
and return on investment that clearly marks the growth 
potential of stock of some companies in preference to 
others. Therefore, in managing the economy of a firm, 
attention should be paid to the three integral components,
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viz. management of costs, management of revenue and 
management of investment.

The concern of management in managing these vari­
ables efficiently is given expression in the* ‘drives” launched 
from time to time such as cost reduction drive (efficiency 
drive, productivity drive, etc.) sales drive and investment 
drive (inventory control, collection drive, plant utilisation 
drive). Experts are employed to study systematically each 
of these key areas, and based on the analysis obtained the 
top management finally determines the desired ROI as the 
objective to be achieved. The final objective thus set can 
be transmitted down the organizational hierarchy in the 
fonn of a network of sub-objectives to be achieved by the 
management staff. Every member of the organization, 
irrespective of his functional responsibility, directly or 
indirectly affects the financial flows in the system. There­
fore, managing the cash flows so as to attain the desired 
ROI should be the concern of every member of the organi­
zation.

The variables affecting the ROI of a firm are presented 
in Chart No. 3. Management can readily identify the 
areas which have affected performance adversely and take 
corrective action. In order to facilitate such corrective 
action i.e. control, ROI budgets need to be prepared, say, 
on a quarterly basis so that actuals at the end of each 
quarter can be compared with the budgets and action taken 
before is too late. In larger organizations similar ROI 
performance planning and control charts can be prepared 
for each division or profit centre.

An integration of operating performance with financial 
performance on one hand and with the return on output 
(as discussed in Part-I) on the other hand is also attempted 
in the same chart so as to give the management the multi­
dimensional perspective of the firm’s performance.
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For attempting periodical appraisal of the operating 
performance, ratios as tools of analysis could be used.



Ratios give the impression of precision in calculations. 
But what all they indicate is only the trend of operations. 
Financial ratios for the sake of convenience are classified 
as:

(a) Activity Ratios: These ratios generally establish a 
relationship between sales activity on one hand and invest­
ment of funds in the various assets, on the other. These 
ratios are, therefore, a measure of activity of funds em­
ployed—funds in an organization may be more actively 
employed or less actively employed or sometimes they 
remain idle. The activity or circulation of funds has direct 
bearing on profitability of investment. Although activity 
ratios are no indication of profitability they are an im­
portant adjunct to profitability ratios.

(b) Profitability Ratios: These ratios indicate the mar­
gin on sales, productivity of investment and return on equity 
fund.

(c) Liquidity Ratios: These ratios establish a relation­
ship between current assets and current liabilities. They 
throw light on the liquidity of the company i.e. capacity 
of the company to meet its short-term obligations.

(d) Leverage Ratios: These ratios establish a relation­
ship between;

(i) debt and equity;
(ii) debt and fixed assets; and

Ciii) debt and profit.

These ratios help determine the capacity of the company 
to meet its long-term obligations and the extent of risk 
involved in long-term financing. These ratios are illustrated 
in Exhibit No. 3 using the data of Union Industries Limited. 
Financial ratios alone do not reveal the true picture of 
performance unless the relevant physical ratios are also 
used as suggested in Exhibit No. 4.
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It should be emphasised in conclusion that ratio 
analysis should not be attempted as an exercise in itself; 
it must be meaningfully related to the financial objective 
and the targets of performance as outlined in Chart No. 3. 
It may be recalled that the ratios as listed in Exhibit No. 5 
are conceptually woven into a meaningful framework of 
managerial performance.
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Exhibit No, 4

Productivity Indices

A. Materials

1. Output/material (units)

2. M aterial Wastage (Rework) ratio  %

3. U nit cost o f  carrying inventories Rs.

4. R atio o f indirect materials to direct
materials %

5. Annual M aterial consumption/
Inventory of M aterials Times

B. Human Resources

1. Output/Labour units (hours)

2. Total Gross investment/No. o f 
Employees

3. Wages/Value added

4. Management staff/operatives

5. Labour Turnover

%
Rs.

%
Times

6. Ratio o f idle labour hours to 
productive hours

C. Capital Goods Area

I. Capital Employed—Value 
added Ratio Times

2, Ratio o f Actual capacity to Practical 
capacity %
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Description of Ratio

3. Ratio o f Gross W orking Capital
(A /R +Inventories) to Gross F. 
Assets %

4. Capacity costs per day’s output 
(Activity) (Capacity costs= rents, 
rates, taxes, insurance, security, fixed 
maintenance, depreciation etc.) Rs.

D. Financial Area (Funds)

1. Investment productivity (net profit 
before depreciation and interest as
% of total gross investment) %

2. Management cost per unit o f activity
(output) (management costs include 
all salaries, benefits, convenience, 
facilities, entertainment, travelling, 
health and insurance, special office 
decoration, air conditioning etc. 
provided to  management staff) Rs.

3. Rate o f capital formation (rate o f
increase in total gross investment) %

4. % o f annual capital formation in­
ternally financed %
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Union Ihdustries Lim ited 

Financial Perform ance C hart

.7, .6, 6

Turnover of

1 9 7 5
1 9 7 4
1 9 7 3

Total
Investment

,eA'0'̂

Total
Management
performance

ROI

or
return
on net worth

10.3
9.8

12.4

10.7%
9.5

10.1

Investment
1498

1.15 1370
1.17 1060

1.03
I 1 i ̂  i

sales

OP/sales
ratio

9.3%
8.1
9.8

Q.

3

NP/OP
ratio

.96
1.03
1.23

>-
Q .

3
Capital employed 
Net worth ratio

Sales

38.6 1728
38.5 1610
40.7 1102

OP/CP Contribu

ratio profit

0.24 667
0.21 620
0.24 449

Operation
profit

Net Profit

46 
41-
47

Cash Outsta Trade
Credit ndings Creditors

Total
C.L.

Debt Capital
AC.

Depreciation

Cash S. Debtors 5 Loans and 
advances

Stocks § Total C A  $ Fross fixed 
Assets

Ratio of 
CA to GFA

16 310 17.9% 85 348 20 1% 759 43 9% 739 102%
21 306 19.0% 107 398 24-7 832 51 6 538 154
11 250 22 7% 95 238 21 6 594 53 9 466 127

Total
capital
employed

1498
1370
1060

Minus purchases of goods & services & dep.

Minus Total operating costs

Net
Output

Minus va.vjable costs (materials)

Total operating costs

Administration J Capacity Costs § Personnel § Materials §
109 6.3% 66 3.8% 328 19% 1061 6 1 4 %

38 5.5 63 3.9 335 20.8 990 61 5
60 5.4 41 3.7 237 21.5 653 5 9 3

Depreciation Interest Tax Total

44 58 16 118
38 36 19 93
37 27 — 64

^  Is percentage of sales.

Capital/ 
output ratio

3.34
3.17
3.40

Savings
Ratio

13.8%
13.9
15,1

Growth 
rate of 
output



Financial Management

G. L o k u g e *

Introduction

Management is the establishment of the environment for 
individuals working as a group to perform their duties 
efficiently and effectively towards the attainment of group 
objectives. The leader of the group is the manager who is 
cxpected to make it possible for the group members to con­
tribute their best to achieve such objectives. The manager 
thus takes over duties which are entirely managerial in 
character. His task is to utilise the group effort effectively. 
The management process constitutes several management 
fimctions. They are planning, organisation, staffing, direc­
tion and control. In a business enterprise the success or 
failure depends on the managers who are entrusted with 
different management functions. They are responsible 
for decision making and implementation of such decisions 
in  order to attain the best possible results.

The primary intention of a business is to produce and 
distribute goods and services to its customers. This process 
requires the preliminary investment of funds in both fixed 
and current assets. Thus cash is invested in raw materials 
which are processed by fixed assets and are sold: thus 
converting the processed goods to cash. The profitability 
of the business depends on the rate of conversion of the 
original capital investment. If the rate of the flow of funds 
could be accelerated, the profitability could be increased, 
while a slow rate may lead to low profits or losses. It is 
this flow of funds that is ultimately considered by financial 
management. Funds that is the pivot on which the whole 
business process functions. Therefore it is necessary to plan 
and control the funds in order to ensure the maintaining

♦General Secretary, N ational Cooperative Council o f Sri Lanka, Colombo.



of the flow at the expected level of production and distribu­
tion. Financial management is concerned with this process 
of financial plarming and control.

Funds are invested in the business with the objective of 
reaping the best possible returns. Idle funds do not produce 
any returns while funds mismanaged may lead to waste of 
capital invested. Therefore the managers should forecast 
the requirement of funds and should obtain the required 
funds at the required time at minimum cost to achieve 
speedy returns. This process demands both planning and 
control of funds.

Financial management is the management of the financial 
resources of the establishment. In a smaller co-operative 
society the man.ager himself is able to manage the finances, 
while in a larger society a financial manager may be required. 
The financial manager’s primary task is to plan the require­
ment of funds. He must then raise the funds either from 
within the business or from outside. The funds thus raised 
should be allocated for investment within. Once the funds 
are allocated the financial manager should devise methods 
and techniques of controlling such funds.

Plaiming and control play an important role in Financial 
Management. The Financial Manager should plan and 
control the funds of the society. His major task is the 
preparing of the Budget for the next year. This has to be 
prepared in consultation with the managers and other 
officers of the society. He should devise methods of fore­
casting and controlling cash and other components of work­
ing capital. The performance should be evaluated with the 
plans and the reasons for major deviations should be looked 
into. Steps should be taken to tighten the measures of 
control where deviations occur. This facilitates the achieve­
ment of enterprise objectives with minimum cost.

Financial Needs and Sources in a Co-operative Enterprise :

A large co-operative enterprise is complex in character 
and financial structure involves many financial pro­
blems. Hence it is necessary to assess its complex nature 
in relation to its financial needs. It is necessary primarily
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to identify the sources of finance in a cooperative society. 
In order to do so the future financial needs of the 
society should be carefully ascertained and the financial 
policy be determined. When funds are invested in the 
society a subsequent application and control of funds is 
necessary.

Financial Needs

A co-operative society needs finances to establish, operate, 
expand and maintain the organisation. Its immediate 
problem is to meet the capital cost to purchase fixed assets. 
They are necessary to commence the business and are requir­
ed for long term use; and the funds invested in them 
should also signify long term financing. The requirement 
of fixed capital depends on the nature of the business 
undertaken by the society. A processing society requires a 
large proportion of fixed capital in relation to working 
capital, while a consumer society requires less.

In addition to fixed capital a society needs working capital. 
Working capital is necessary to be invested in raw materials 
or finished goods in order to commence production or 
consumer sales. The society further ne^ds operating capi­
tal to pay the operational expenses. Therefore it is neces­
sary to forecast the working capital requirements of the 
society and the fixed capital requirements and make neces­
sary plans to obtain such capital, after taking into consi­
deration the internal sources of capital formation.

The immediate need for funds to finance fixed capital 
can be reduced by substituting outright ownership with 
lease. The amount required as working capital to meet 
operational expenses, purchase raw materials and stock in 
trade, depends on the time factor between the initial expenses 
and the receipt of revenue. If goods are sold for cash 
and the raw materials or finished goods are purchased on 
credit the working capital requirement is less. This will 
be further reduced where the production cycle and the stock 
turnover are high.

If the society purchases raw materials or finished stocks 
for cash and sells goods on credit, a high working capital
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is required to finance an enterprise. The society can take 
the following steps to reduce the time lag between the initial 
expenses and the receipt of revenue, thus reducing its work­
ing capital requirements:

(a) Cash sales.
(b) Purchase of raw materials or finished goods on credit.
(c) Sale on consignment basis.
(d) Prepayment from customers.
(e) Increase stock turn-over.

The need for working capital including cash is important 
to maintain the business activities at the same level. If 
there is a deficiency of working capital the business activities 
may be reduced which will ultimately affect the profits. 
On the other hand if the working capital-is increased, a 
progress in business activities and profits could be expect­
ed. In order to assess the increase or decrease in working 
capital the society should p i^ a re  a Sources and Applica­
tion of Funds Statement, '^ e  working capital including 
cash should be planned. Hence it is necessary to prepare a 
cash budget and a working capital requirements forecast. 
These plans also facilitate control. This function of finan­
cial management comes under the purview of the financial 
manager which will be discussed in further detail. Hence 
the society should take steps to plan the capital require­
ments and take subsequent steps to control.

Sources of Finance

A cooperative society can be financed from capital pro­
vided through internal or external sources. Before looking 
forward to external financing the society should as far as 
possible try to raise its funds internally. The financing 
of co-operative societies in the past was different.

The Rochdale pioneers depended mainly on the share 
capital of the members and raised further capital through 
members savings and undistributed profits. A special 
feature in the Raiffeisen credit societies was that they did 
not have any share capital of the members, but solely depen­
ded on borrowed capital which they raised by pledging the
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unlimited liability of the members. Due to limitations to 
raising capital internally, most cooperative societies are 
today heavily financed by borrowed capital to meet the 
complex and heavy business operations.

Internal Sources

The basic source of capital formation in a cooperative 
society is the share capital contributed by the members. 
Since the share contribution in some co-operative societies 
is small, and since shares are withdrawable, share capital 
does not constitute a strong source of funds. There is 
a limitation to even subsequent contribution towards share 
capital by the members. In some societies where th& 
area of operation is small or the membership is limited to 
occupational groups, or the members may be reluctant to 
contribute towards more than one share, a substantial 
contribution cannot be expected.

Retained profits is a strong source of internal financing. 
In cooperative societies in Sri Lanka today the by-laws 
specify that at least 25 % of the net profit should be plough­
ed back. This contribution can be increased even up to 
90% provided the membership is willing to do so. Build­
ing up reserves thus is a long term capital investment which 
increases the borrowing power of the society. It is the 
cheapest source of financing which gradually stabilises the 
financial position of the society. It is also the cheapest 
source of finance as no payment of interest is involved. But 
at the initial stages of the society this contribution is very 
low and has to built up gradually in the course of time.

Depreciation provision too contributes towards internal 
financing in a cooperative society.

Depreciation is a provision against profits where equiva­
lent cash is retained in the society for the future replace­
ment of assets. In some societies the cash thus retained is 
invested in a Depreciation Fund while in some others it is 
invested in the business itself. Those societies that have 
fixed assets are able to build up a strong reserve which is 
regarded as a permanent loan from the society itself.

Conversion of current assets to cash itself is an internal
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source of financing. In this process of conversion the rate 
should be high and the society should also earn profits. 
If cash is invested in idle stocks or in debtors who delay 
payments the society’s progress may be financially retarded 
while a high rate of stock turnover will yield quick profits 
which can be re-invested in the business.

External Sources

The external sources of financing a co-operative society 
is mainly through borrowings from a bank or from other 
financial institutions. These borrowings may be long term 
loans which should be as far as possible invested in long 
term assets or short term loans to finance the day to day 
business operations. Purchasing raw matefials or finished 
goods on credit is also an external source of financing 
where the time lag for payment will reduce the society’s 
financial requirements. In addition to these sources borrow­
ings may be made from the m ^ b e rs  by way of deposits or 
from banks by way of overdrafts^ The society is also able 
to provide banking and pawn broking facilities to the mem­
bers which also will strengthen the external sources of 
financing.

Hire purchase is also a useful form of financing where 
large quantities of assets are purchased. This will restrict 
the payment of large sums of money at the initial outlay.

The funds thus raised should be the immediate concern of 
the financial manager of the society. He should as far as 
possible try to raise funds internally. Any funds required 
from outside borrowings should be carefully planned and 
controlled. The funds should be utilised to maximise the 
capacity to yield maximum returns to the society.

Financial Planning and Control

Two important aspects of financial management are 
financial planning and financial control. Taking into 
consideration the internal sources of finance the financial 
manager should carefully plan the need of funds from im­
portant sources. These requirements should be ascertained
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by careful budgeting as both under-finaticings and over- 
financing may be harmful to the business. In planning 
finance the cost of finance and high liquidity should be two 
important considerations of the Financial Manager.

Financial planning reveals the financial needs of the 
business. It should also reveal the time and the amount 
thus required. Since planning enables managers to take 
decisions in advance the management can arrange such 
finance in advance, perhaps seeking cheap sources of 
financing.

In a cooperative society an adequate cash flow' is necessary 
to run the business. It must be able to meet its financial 
commitments and progress by expansion. It should there­
fore possess adequate financial resources. A cooperative 
society requires finances to purchase the necessary fixed 
assets for production and distribution. It also needs finance 
to purchase raw materials, finished products and to meet 
the day to day operational expenses.

Financial planning also facilitates financial control. 
A plan once formulated should be put into operation. 
When in operation the financial manager should examine 
whether the oparations are carried out in accordance with 
the plans. Any deviations should be examined and cor­
rective action should be taken. It is necessary to discuss 
some important financial planning and controlling techni­
ques which are most applicable to cooperative societies. 
They are:

(a) Cash Budget.
(b) Working Capital Forecast.
(c) Break-even Analysis.
(d) Budgeting and Budgetary Control.

Cash Budget

The cash budget shows the cash requirements during 
the period. It assures whether the society has the cash to 
meet its expected needs. The cash budget should show the 
monthly requirements of cash. The preparation of the 
cash budget has many advantages to the society;
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(a) It shows whether the business can be financed inter­
nally.

(b) It reveals the need for additional cash.
(c) It shows the time when additional cash is required.
(d) It reveals any excess cash which could be invested.

If the cash budget reveals the shortage of cash the society 
should try to finance such capital either internally or exter­
nally. As far as possible funds should be raised internally. 
If internal funds are not available the society should borrow 
from outside. The external borrowings can be short term 
or long term. If fixed assets are to be financed the society 
should probe the possibility of hire purchase. Failing this 
the society should raise a long term loan. Short term funds 
should be raised to finance any requirements of working 
capital.

In preparing the cash budget, all cash receipts and dis­
bursements for the budget period should be carefully 
assessed and considered. Details of cash disbursements 
could be obtained fro^i the functional budgets prepared 
by the society. The sales budget will show the cash receipts 
from sales; the purchases budget the payments for pur­
chases and the time lag for payment of creditors; the ope­
rational expenses budget the cash payments for the day to 
day expenses; and the capital budget the expenditure to 
be incurred on purchase of assets.

Working Capital Requirements

The total assets of any business venture can be divided 
into two main recognisable groups i.e. the fixed assets and 
current assets. Fixed assets are peimanent in nature and 
are used to earn profits. Occasionally they may be sold 
and the objective may be not to earn a profit but to improve 
the overall efficiency of the business. If the asset is worn 
out or becomes obsolete it may be disposed of as it loses its 
ability to earn profits. The fixed assets required by a society 
depends on its nature. A production society may require 
more fixed assets than a consumer society.

In addition to fixed assets there are other assets which
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are less permanent in nature and which change their form 
from time to time. They are current assets and the money 
invested in them are circulating or floating capital. A 
significant feature of these assets is that during the course 
of business activities of the society—they constantly change 
their form and ultimately are converted to cash which in 
turn is required to pay creditors, meet expenses and pur­
chase stocks. They may include the following:

(a) Stocks—Raw Materials
Work in Progress 
Finished Goods.

(b) Debtors.
(c) Bank and Cash Balances.

The total assets are sometimes termed working capital. 
But the current assets by themselves do not give a clear 
indication of the financial position of the society. Hence 
it is necessary to find out the difference between current 
assets and current liabilities. It is more opportune to 
identify this balance as the working capital. Therefore, 
in short, working capital can be defined as the excess of 
current assets over current liabilities. The current liabilities 
of a business may be the following:

(a) Creditors.
(b) Bank Overdraft.
(c) Short-term Loans.
(d) Other Payments.

A continuous supply of stocks is necessary to continue 
production and to maintain it at the expected level. The 
process of production will continue till the raw materials 
are converted to finished goods. The finished goods should 
be sold either for ready cash or for credit. The debtors 
arise due to credit sales where a period of time elapses for 
the realisation of goods, while the creditors arise due to 
credit purchases where the settlement is made on a sub­
sequent date.

The conversion of the whole working capital into cash is 
very important as profits are realised when cash is thus
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converted. The rate of conversion may expedite the earn­
ing capacity and if the amount of working capital at the 
end is less than at the beginning a loss may be incurred. 
It is important to note two significant items which comprise 
the working capital. Production societies are expected to 
maintain heavy stocks of raw materials in order to ensure 
the continuity of production, while consumer societies 
should maintain stocks of finished products in order to 
meet the consumer demand.

Credit Facilities

In cooperative societies the sale are for cash, and pur­
chases too may be on cash. But there may be occasions 
where credit focilities are granted to buyers while credit 
facilities may be given by the suppliers too. Hence it is 
important to note that the credit allowed by suppliers will 
reduce the need for working capital, while credit allowed 
to debtors will increase the working capital needed. It is 
necessary to take into consideration the production and 
sales cycles which are determinants of the working capital 
requirements. If the society extends credit with the idea of 
increasing the sales, a higher income could be expected in 
the future. Increased sales means increased costs i.e. raw 
materials and factory cost. As cash does not come in for 
a considerable period of time, depending on the credit 
period, there will be an urgent need for more cash. This 
situation will further worsen if no credit facilities are 
afforded by the creditors.

Importance of Working Capital

A society should have adequate working capital to proceed 
uninterrupted towards its objectives. In most countries 
the cooperative societies have to face stiff competition from 
the private sector. The society should show progress and 
expand. Hence attention should be paid to planning and 
control of working capital. A society expanding its business 
should be aware of its commitments. If no attention is 
paid to the payment of creditors and if working capital
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is used to expand the business, the result will be overtrad­
ing. The final result will be bankruptcy.

If adequate working capital is not maintained the society 
will find it difficult to pay the creditors. As a result no 
credit facilities will be extended by them. This will further 
affect the cash resources. The time lag from the purchase 
of raw materials to ultimate realisation of cash, will be 
further lengthened and the society will be faced with the 
problem of raising further funds. If the society, on the 
other hand, maintains excessive working capital, this will 
result in losses incurred by retaining idle assets. Such 
cash should be invested to yield further income. Inadequate 
cash may retard activity, as the society will find it difficult 
to replenish the stocks when necessary.

Planning Working Capital

This is a very important factor as the profits are realised 
when the current assets are converted to cash. It is also 
significant to note that the rate of conversion will either 
intensify or diminish the profit earning capacity of the 
society. Therefore special attention should be paid to the 
important components of working capital.

(a) Inventory

The stocks may be raw materials or finished goods. A 
production society will have to maintain large stocks of 
raw materials while a consimier society will maintain finish­
ed products. In both processes capital is locked up and if 
the conversion is delayed, sufficient funds may not be avail­
able to meet the timely obligations to creditors and meet 
operational expenses.

Most cooperative societies carry excessive stocks. At­
tention should be paid to the level of stocks that 
the society should maintain i.e. minimum and maximum 
levels, reorder levels and re-order quantities. Sometimes 
due to unplanned stock holding the society has to 
incur heavy losses on obsolete or unsaleable stocks. The 
economies of maintaining large stocks should be measured
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against the cost of locked up capital, storage and other 
overheads,

(b) Bad debts

Capital may also be locked up in debtors. The failure 
of debtors to repay the debts in time may lead to delay in 
conversion to cash and may result in bad debts. However 
the cooperative societies should plan their credit sales, 
as most societies have incurred heavy losses due to non­
payment of debts.

(c) Cash

Special care shoixld be taken in the management of cash. 
Cash by itself is an unproductive asset. It is required by 
the society to pay the creditors, purchase stocks and meet 
the operational expenses. Hence it is necessary to foresee 
the cash requirements and plan the loans from the bank. 
It may be more prudent to operate on bank overdrafts where 
short term cash is needed. Any excess cash should be 
invested to earn profits.

(d) Creditors

In regard to creditors the payments should not be done 
before the due date and any discoimts should be obtained 
wherever necessary. If the creditors are not paid in time 
they may not extend further credit facilities.

Break-Even Analysis

The Break-even Analysis is a very useful device that pro­
vides information regarding the effects of costs and revenue 
at varying levels of output. It is a useful technique of 
planning and control. The break-even is the point at which 
the estimated costs and revenue of any project or business 
venture are equal. The break-even point is therefore the 
volume of output, sales or income at which neither profit 
nor loss is incurred. This information is useful for planning 
and control.
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A break-even chart will reveal further information to the 
management. The chart shows the profit and loss zones 
and the margin of safety. The higher the margin of safety, 
the greater the possibility of expanding within the framework 
of available costs.

Break-even Chart

A narrow margin of safety indicates the necessity to reduce 
total costs to operate safely.

Budgets and Budgetary Control

A budget is a predetermined statement of management 
policy for a given period of time showing the expected 
results in numerical terms. It may be expressed in financial 
terms or in man hours, units of products or machine hours. 
It is both a planning and control device. It incorporates 
the future programmes of the important departments or 
sections of the society to form the Master Budget.

In order to prepare a budget it is necessary to carefully 
and accurately forecast the future plans and programmes. 
The forecasts for the respective departments or sections 
should be made by those who are well experienced in that 
section.



The main activities of a cooperative society can be divided 
into the following areas:

(a) Production.
(b) Marketing and Sales.
(c) Administration.
(d) Capital.
Budgets should be prepared to cover these activities. 

The works manager is responsible for preparing the pro­
duction budget. He will have to anticipate the output of 
production for the future period, the purchases of raw 
materials, cost of factory labour, direct expenses and factory 
overheads. The sales manager should be made responsible 
for the preparation of the sales and marketing budget. He 
should estimate the anticipated sales, the selling and distri­
bution expenses etc. The accountant on the other hand is 
responsible for the preparation and administration of capi­
tal budgets. The administrative budget shows the opera­
tional expenses of the society and the capital budget shows 
the purchases and disposal of fixed assets, provision of 
depreciation and financing the current assets.

Budgetary control is a system of control of costs which 
involves preparation of budgets and performance in accor­
dance with the budgets, while taking corrective action where 
necessary to achieve maximum profitability with minimnm 
costs. Efficier.t control through budgets could be established 
by conferring responsibility to each person in the society 
whose performance should be measured from time to time. 
They should be involved from the time of preparation of 
the budget till the established targets are achieved.

Steps in Budgetary Control

It is necessary to adhere to certain fundamental princi­
ples in achieving maximum efficiency and profitability 
through budgetary control. The following steps may be 
necessary to achieve this:

(a) Preparation of a plan for each department with 
targets to be achieved by the group.

(b) Coordination of these plans to form the master
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plan for the society with the aim of achieving the 
society’s objective.

(c) Record the actual performance.
(d) Compare the actual performance with the plan. This 

should be done at least monthly.
(e) Find out major deviations or variances of the plan 

and the actual performance.
(f) Analyse the reasons for such deviations.
(g) Act immediately to take corrective action.
Once corrective action is taken, it is necessary to examine 

whether such corrective action has enabled the society to 
achieve its targets by controlling costs.

Objectives of Budgetary Control

Budgetary control aims at achieving maximum profitabi­
lity at minimum costs. It combines ideas of all levels of 
employees of the society in whom responsibility is placed. 
All activities of the business are co-ordinated through the 
budget. The budget plans and controls the income and 
expenditure of the society in order to achieve maximum 
profitability. A budget will also ensure sufficient working 
capital for the operation of the business and the utilization 
of assets to achieve the best results. It is a yardstick to 
measure the actual performance with the planned results and 
will best indicate to the managers where corrective action 
is necessary, in order to achieve the pre-planned objectives 
of the society.

Budgeting in a Cooperative Society

It is necessary that cooperative societies pay more atten­
tion to the preparation of budgets and budgetary control. 
Cooperative societies in developing countries are gradually 
gaining economic viability and are competing with private 
organisations. It is necessary therefore to device controlling 
measures to improve the operating efficiency of these activi­
ties.

Role of the Accountant

The accountant in most cooperative societies functions
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as a recorder of historical information with a view to pre­
paring statements showing the profitability of the society 
during the bygone period and reporting the financial position 
as at the end of such period. This role of the accountant 
should be changed so that he would make use of the histori­
cal information and past records of the society to formulate 
future plans and implement them. He should assert the 
role of a management accountant and should be the chief 
financial advisor to the board of directors.
Experiences from Sri Lanka

In order to examine the emphasis laid on the necessity 
of financial management and control in cooperatives in 
Sri Lanka, it is necessary to briefly trace the rapid expansion 
of the movement from 1957. In 1957 legislation was passed 
to set up Multipurpose Cooperative Societies. During the 
period 1957 to 1960 there was a rapid expansion of the 
activities and the number of societies increased fast. As 
most of these societies were not economically viable the 
Government implemented a re-organisation plan by which 
the multipurpose societies were amalgamated to form about 
341 large viable units, thus amalgamating about 5000 
societies.

In addition to the primary functions of production and 
sales the cooperative societies undertook more responsible 
tasks like rural banking, manufacturing of agricultural goods, 
building of boats, repair of motor vehicles etc. Under 
the Land Reform Law No. 1 of 1972 the government fixed 
a ceiling on the individual ownership of land and the excess 
land was vested in the Land Reform Commission. Some 
of this land was vested in cooperatives to step up production, 
while others were converted to cooperative settlements.

With the rapid expansion of the movement especially 
during the period 1970 to today, there is an urgent need for 
systematic planning and control of the activities of coopera­
tive societies.

Cooperative Department

The Commissioner of Cooperative Development realised 
the need to emphasise on the management needs and controls
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as far back as 1968. Prior to this period the department 
concentrated more on the auditing aspect and the manage­
ment needs were less recognised. The department was 
very keen on bringing the audit of societies up-to-date and 
the training was geared to achieve this end. In 1968 a new 
accounting system was introduced in cooperative unions 
which was implemented in a few selected societies as a pilot 
project. With the reorganisation of the societies in 1971 
this system was introduced in all societies.

Unlike during the period prior to 1968 where auditing 
was felt to be the primary need, and the preparation of final 
accounts and the balance sheet at the end of the financial 
year was the ultimate aim of accounting, the period sub­
sequent to 1968 saw that greater emphasis was placed on 
management and management control. The new accounting 
system was devised with the aim of achieving management 
control.

The Commissioner, during this era also issued a circular 
to all multipurpose cooperative societies that the society 
should prepare and work on a Budget for the coming year. 
Further, the Budget should be discussed and approved 
by the Board of Directors of the society and the General 
Body. The societies were also requested to evaluate the 
monthly performance with the Budget and take necessary 
corrective action regarding any noticeable deviations. An 
Assistant Commissioner (Management) was appointed at 
Head Office to supervise and advise on the implementation 
of the Budgets and Budgetary Control, and several senior 
officials at Head Office were entrusted with the task of 
implementing the New Accounting System.

Training and Curriculum

The Curriculum at the School of Cooperation and the 
Education Centres were changed during the period to in­
clude management as a subject. The new accounting system 
too was embodied in the syllabus. Ad-hoc courses for the 
field staff were conducted both at the school and the field 
on the new Accounting System and Management. The 
school also conducted short courses of Financial Manage­
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ment for those trainees who passed out prior to the intro­
duction of management as new subject. The lecturers them­
selves were trained in management to handle the situation 
more effectively and efficiently. The accountants of these 
societies had to be trained in the new system of accounting 
and budgelai'y control.

Re-organisation and the Need for Financial Management

The re-organisation of the cooperative societies in 1971 
and a further improvement in 1976 demanded the need for 
improving the organisational set up of the society. Manage­
ment planning and control was also a felt need. The 
accountant of the society had to play a more important 
role. His tasks were not confined to historical and financial 
accounting alone, but had to play a more responsible role 
of a Management Accountant. Large societies sought 
assistance of Financial Managers.

Though the primary function of these societies was the 
distribution of essential consumer commodities, the activi­
ties of these societies extended to other fields too. They had 
to provide farmers with agricultural credit and inputs and 
engage in processing and marketing of agricultural products. 
With the land ceiling and land reforms the societies set 
up agricultural farms. The setting up of District Develop­
ment Councils promoted the societies to undertake agro­
based industrial projects.

Present Trends

(a) Budget
All cooperative societies are expected to prepare a budget 

for the forthcoming year. The Department of Coopera­
tive Development has insisted that the Board of Directors 
discuss the monthly performance of the society at their 
Board Meetings. The Accountant or the Financial Manager 
obtains from the sectional managers the annual estimates 
which are finally incorporated in the Master Budget. The 
experiences gained by these officers during the past year and 
the training they have received on Financial Management
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have enabled them to prepare budgets today with greater 
competence and accuracy.

(b) F28
A  general form is devised for Budgetary Control. The 

monthly performance of the society along with the monthly 
estimates of the current year and the preceding year with 
the respective cumulative totals are recorded in this form. 
It is a performance evaluation form showing the net results 
with any major deviations. A copy of this form is sent to 
the divisional office of the department and the lending 
institution. The Board of Directors discuss the monthly 
performance comparing the results with the previous months 
in order to ensure that controlling measures are taken in 
regard to any major deviations.

(c) New Accounting System
A new accounting system is devised for cooperative socie­

ties in Sri Lanka which is being successfully implemented 
in societies. This system is devised with the prime objective 
of implementing a systematic control of the activities of 
the society. It enables the financial manager to obtain the 
data for performance evaluation and it also facilitates better 
financial control.

(d) Project Budgets
All projects envisaged by the society are supplemented 

by budgetary estimates and the Board of Directors are today 
very particular and conscious of the fact that such reports 
be presented to them. These reports are further scrutinized 
by them to take decision.

(e) Cash Budgets
Most managers today foresee the cash requirements in the 

societies through cash budgets. They help the lending insti­
tutions to ensure the cash requirements of the society. The 
Board of Directors too are satisfied that they authorise the 
required cash which could be obtained at minimum cost.
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(f) Feasibility Studies

The managers, especially those of major unions and 
societies, are becoming more and more conscious of project 
evaluation. They appraise the social and economic effects 
of the projects they intend to undertake. For example, 
a society which intends to open up a new branch or under­
take a new venture analyses the cost benefit of such projects 
in order to take decisions. Though this is not done in a 
very elaborate way, both top level managers and Board of 
Directors are conscious of the fact that such feasibility 
studies are beneficial.

Evaluation ;

Through past experience the cooperative societies today 
have set standards in various fields of activity. These 
standards are compared with the standards of past periods 
and the standards of other societies. The steps taken in 
standard costing are as follows;

(i) Determination of Standards.
(ii) Comparison of the Actual Costs with the Standard 

Costs.
(iii) Determination of Cost Variance.
(iv) Reporting of Corrective Action.

The societies also use accounting ratios for planning 
and control. They are used to improve profits and effi­
ciency of the society. The Managers and the Directors use 
both standards and ratios to determine the performance of 
societies and take decisions.

Conclusion

The co-operative societies today are large business organi­
sations with a considerable financial turnover. In Sri 
Lanka, they are today called upon to actively participate in 
several areas of development activity. This trend is notice­
able in the developing countries where the cooperative 
societies are expanding very fast and they have to face stiff
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competition from the private sector. Large capital funds 
are being invested in the co-operative sector, the funds 
being drawn from both internal and external sources. The 
co-operative leaders are confronted with the task of manning 
and running the cooperative organisations efficiently. Co­
operative training and education have not kept pace with 
the rapid expansion of the movement in many countries. 
The private sector organisations are powerful and financially 
strong, and they are able to attract efficient personnel from 
the cooperative sector by offering better conditions, incen­
tives and high remuneration. With these problems, the 
societies are faced with the task of improving the manage­
ment in order to run them more efficiently.

During the past years attempts have been made to improve 
the management in cooperative societies. Management is 
included as a subject in training and educational program­
mes. There has been a recent trend to recruit experienced 
management accountants and steps have been taken to 
train the existing staff in important fields of management. 
In spite of these attempts there is still a need for improv­
ing the financial management in cooperative societies in 
developing countries. There is an urgent need to train 
the existing staff in the field of financial management as in 
most cooperative societies the functions of the accountants 
are limited to financial accounting. They also have to play 
an important role in assisting the top management to take 
decisions and hence they have to play the role of a financial 
advisor.

Cooperative education and training should also be geared 
to training managers in principles and practices of finan­
cial management. Specialised training courses should be 
conducted in this field for Financial Managers and Accoun­
tants. There is a dearth of training material and case 
studies in this field. The Cooperative Training Institutes 
in the developing countries should pay more attention to 
this area, and should meet, in order to procure and develop 
the requirements in this field. They also should develop 
short courses in this field. A training in basic principles 
and practices of Financial Management should be given
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to all managers who are responsible for planning and con­
trol of finances.

The apex cooperative institutes in these countries should 
set up a management advisory body to the co-operative sec­
tor. This body should extend both consultancy and advisory 
services to the cooperative institutes and should develop 
training material in Financial Management.

The requirements in Financial Management for coopera­
tive societies in developing countries today is not the highly 
sophisticated techniques in Financial Management. The 
societies should ensure that the managers use the basic 
requirements in Financial Management to plan and control 
the j&nances of the society. Every society should prepare 
a Budget for the forthcoming year and a monthly assessment 
of the performance with the Budget should be examined 
and corrective action should be taken where necessary. 
Cash requirements should be estimated by means of a cash 
budget and working capital budgets. The overall per­
formance of the society should be compared with the per­
formance during the previous months and years, and also 
with that of other similar societies. The society should 
develop standards and ratios which help such comparison. 
Any new ventures and profits should be decided upon on 
feasibility reports and estimates. These basic requirements 
in financial planning and control should be developed in 
relation to all activities of the society.

The necessity to improve the efficiency of cooperative 
societies in the developing countries is a felt need today. 
With the expectations to improve the management efficiency 
of the societies, the implementation of successful training 
programmes based on the requirements in cooperative 
societies in the developing countries should be considered 
seriously. In view of the urgent need for training managers 
in management techniques, the establishment of a centralis­
ed Management Training Institute for developing countries 
could be looked into. Such an institution will help the 
managers of these countries to meet and exchange views, 
solve problems and follow common training progranames 
on management methods and techniques.

The objective of cooperative societies is sound financing.
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The society should plan to obtain the required funds for 
investment in pre-considered projects at the right time. 
The society should be able to appraise the investment to 
ascertain whether the funds invested have yielded the expect­
ed returns. If this planning and control of funds is absent, 
the societies will have to face adverse results. Thus it is 
obligatory for societies to train their managers in Financial 
Management.

In the past years a large number of societies were liqui­
dated. This is not a feature peculiar to Sri Lanka alone. 
Practically in all developing countries there is a noticeable 
discontinuation of business by cooperative societies. The 
reason that could be attributed for this state of affairs is the 
failure of managers in the area of Financial Management. 
Therefore it is the bounden duty of the cooperators, especi­
ally those in developing countries, to pay special attention 
to this state of affairs and formulate a practical solution 
to ensure that the society managers are made familiar with 
sound financial planning and control.
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Programme
ANNEXE-1

I5th November 1976

09 30 Inauguration of the Conference
Tea

11-30 Address by Mr. A.C. George,
State M inister for Civil Supplies and Cooperation, 
Government o f India.

12 00—13 00 Cooperative Credit Planning for Agricultural Cooperative
Development 
—Prof. G.B. K ulkarni 

Director
V.M. N ational Institute o f Coop. Management, Poona.

13 00—14-30 Lunch by the M inistry o f Civil Supplies & Cooperation,
Government o f India.

14-30—15 -30 Discussion on Paper 1
15 30—16 00 Tea
16 00—17 00 Cooperative Credit Planning for Consumer and Industrial

Cooperative Development (with special reference to the
Urban Cooperative Thrift & Credit Institutions)
—D ato N .A. Kularajah 
President
Cooperative U nion of Malaysia, Kuala Lumpur.

17 00—18 00 Discussion on Paper 2
D inner by Government o f Tamil Nadu

I6th November, 1976

09 30—10 15 ; Organisational Structure and Rationalisation
— M r Lionel Gunawardana 

Specialist in Agricultural Cooperation,
ICA ROEC.

10 1 5 —11 00 Discussion on Paper 3
11 00— 11-30 Tea
11 30—12 30 : Manpower Planning, Training and Development

— Mr. M .M .K. Wall,
Chief Executive,
N ational Coop. Union o f India,
New Delhi-24.
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12 30—13 00

13 00— 14 30

1 4 -30 -15 -30
15 30— 16 00
16 00— 17 00

17 00— 17 30

: Manpower Planning, Training and Developnient 
— Mr. J.M . Rana 

Director, (Education)
ICA ROEC.

Lunch by N ational Cooperative Development
Corporation
Discussion on Paper 4
Tea

: Financial Management 
—Prof. Varanasy S. Murty,

D irector,
Extension Management Programme, 
University o f Bombay, Bombay.

— Mr. Gunadasa Lokuge,
Genera! Secretary,
N ational Cooperative Council o f Sri Lanka, 
Colombo-3.

J7th November, 1976

09-30— 11 00 
11 00— 11-30 
11-30—13 00

13 00— 14 30
14 30— 17 30

19 00

Discussion on Paper 5 
Tea
G roup Discussions G roup I ; Paper 1

G roup U  : Paper 2
G roup III ; Paper 3
G roup IV : Paper 4

Lunch by NAFED & NCCF
G roup Discussions (Contd.) and Preparation o f Group 
Reports
Cultural Programme
D inner by the ICA ROEC and the NCUI

18th November, 1976

11 00— 13 00 Final Plenary
Presentation and Adoption of Group Reports

13 00— 14-30 Lunch by Cooperative Movement o f Tamil Nadu
14 30— 17 00 Final Plenary (Contd.)
17 00 Presentation and Adoption o f G roup Reports (Contd.)

Tea

19th, 20th and 22nd November, 1976 : Study visits



a n n e x e -2

Participants

BANGLADESH

1. M r-A bdus Samad, 
Vice-Chairman,
Bangladesh Jatiya Samabaya 
Bank Ltd.,
9/D, Motijheel Commercial 
Area,
DACCA-1
BANGLADESH.

2. A .H.M , Shafiqul Mowla, 
Bangladesh Jatiya Samabaya 
U nion,
9/D, Motijheel Commercial 
Area,
DACCA-2.

3. M r. Ahmedur Rahm an 
Chowdhury,
Bangladesh Jatiya Samabaya 
U nion,
9/D, Motijheel Commercial 
Area,
DACCA-2.

INDIA

4. D r. A. Sankaram,
Regional Executive,
Fertilizer Association o f India, 
272/3, Angappa Naicken Street, 
MADRAS-1.

5. Mr. P .D . Shenoy,
Managing Director,
The K arnataka State Coopera­
tive Land Development Bank 
Ltd.,
BANGALORE-18.

6. Mr. V. Bhuvanachandran, 
Deputy Chief Officer,
Reserve Bank o f India, 
Agricultural Credit Dept,
F o rt Glocis,
MADRAS-600001.

7. Mr. G okaldas D. Parmar, 
G ujarat State Coop. Land 
Development Bank Ltd., 
Ahmedabad,
G UJARAT.

8. Mr. S.J. Shah,
Managing Director,
G ujarat State Coop Land 
Development Bank, 
AHMEDABAD.

9. Mr. P.V. Prabhu,
Executive Officer, ,
N ational Coop. Land Develop­
ment Banks Federations Ltd., 
Shivashakti, (2nd Floor), 
BOMBAY.

10. D r. W. C. Shrishrimal, 
M anaging Director, 
M aharashtra State Coop. Bank, 
9, Bake House Lane, Fort, 
BOMBAY-400026.

11. Mr. B.S. Vishwanathan, 
Chairman,
N ational Coop. Land Develop­
ment Banks Federation,
B.O. Khu R oad, 
BOMBAY-400018.

12. Mr. Surya D eo Singh,
Director,
R ajasthan State Coop. Bank, 
N ehru Bazar,
JAIPUR.
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13. Mr. G. L. Nalluregowda, 
President,
K arnataka State Coop. Apex 
Bank Ltd.,
No. 1, Pampa Mahakavi Road, 
Post Box No. 1854.
Chamrajpet,
BANGALORE-560018.

14. Mr. D. M. Patel,
Chairman,
G ujarat Stale Coop. Bank, 
Post Box No. 302, Sahakar 
Bhawan, Relief Road, 
AHMEDABAD-380001.

15. M r.C .C . Mehta,
Manager,
G ujarat State Coop. Bank, 
Post Box No. 302, Sahakar 
Bhawan, Relief Road, 
AHMEDABAD-380001.

16. Mr. A.K. Saha,
Vice-Chairman,
West Bengal Slate Coop. Bank, 
23/A, Waterloo Street, 
CALCUTTA-700069.

17. Mr. P.G . Patil,
Director,
M aharashtra State Coop. Land 
Development Bank,
BOMBAY.

18. Mr. Sudhir Kundu,
Director,
West Bengal State Coop. Bank, 
23/A, W aterloo Street, 
CALCUTTA-700069.

19. Dr. J.C. Rout,
Chairman,
Orissa State Coop. Bank 
President, Banki Central Coop. 
Bank, P.O. Banki,
D t. CUTTAK.

20. Mr. Ch. Ibomcha Singh, 
M anipur State Coop. Bank, 
Imphal
MANIPUR.

21. Mr. K.C. Chowfla,
Director,
H.P. State Coop. Bank Ltd., 
SIM LA (H.P.).

22. Mr. A.C. Subbaiah,
Director,
The K arnataka State Coop. 
Land Development Bank Ltd., 
Albert Victor Road, 
BANGALORE-560008.

23. Mr. S. Umapathy,
Senior Officer,
Tamil N adu State Coop. Bank 
Ltd.,
379, N.S.C. Bose Road, 
MADRAS-600001.

24. Mr. K. Sivaraman,
Regional Officer (South), 
National Coop. Development 
Corporation,
56, Eros Apartments, Nehru 
Place,
NEW  DELHI-24.

25. Mr. R. V. Gupta,
Secretary,
N ational Coop. Development 
Corporation,
56, Eros Apartments, Nehru 
Place,
NEW DELHI-24.

26. Mr. S.N. De,
Managing Director,
Tamil N adu State Coop Land, 
Development Bank Ltd.,
32, Luz Church Road, Mylapore, 
MADRAS-600004.

27. Mr. B.G. Chidambar,
Director,
K arnataka State Coop. Land 
Development Bank,
Aloor Venkata Rao Road, 
BANGALORE-18.
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28. D r. H ar Pal Singh,
Director, Coop.
Planning Commission,
Yojana Bhavan,
NEW DELHI.

29. Mr. M .K. Jothi Senthan, 
Managing Director.
K arnataka State Coop. Apex 
Bank,
No. 1, Pampa M ahakavi Road 
P.B. 1854, Chamrajapet, 
BANGALORE-560018.

30. Mr. V.I. Rajagopal, 
Commissioner, Cooperation, 
D irector,
Rajasthan State Coop Bank, 
Rajasthan,
JAIPUR.

31. Mr. P.G . Patil,
D irector,
M aharashtra State Coop. Land 
Development Bank,
BOMBAY.

32. Mr. V. B. Ghuikmedkar, 
D irector,
M aharashtra State Coop. Land 
Development Bank,
BOMBAY.

33. Mr. R oop Lai Sharma,
Senior Inspecting Officer,
H .P. State Coop. Bank Ltd., 
SIMLA.

34. Mr. K .S. Krishnan,
Director,
Agricultural Refinance & Deve­
lopment CorporatioD, 
BOMBAY.

35. M r.V .B .Sabnis,
Manager,
M aharashtra State Coop. Bank,
9, Bakehome Lane, F ort, 
BOMBAY.

36. Mr. H ira Mani Pandey,
Special Officer,
Tamil N adu Coop. State Land 
Development Bank, 
MADRAS-600004.

37. Mr. Tapeshwar Singh, 
Chairman,
N ational Agricultural Coop. 
M arketing Federation,
NEW DELHI.

38. Mr. S.P. N air,
D irector,
(Planning & Coordination), 
Agricultural Finance Corpn., 
BOMBAY.

39. Mr. M.S. Joseph,
M anaging Director,
K erala State Coop. Central 
Mortgage Bank, 
TRIVANDRUM .

40. Mr. R. Srinivasan,
Chairman, ,
Bharath Krisha,
1-A, Nizamuddin West,
N EW  DELH I.

41. Mr. A .G. Anegundi,
Advisor,
K arnataka State Urban Coop. 
Bank's Association,
Poona-Bazar Road,
DEVANAGERE,
(KARNATAKA).

42. Prof. B.N. Choubey,
Vaikunth M ehta N ational Insti­
tute o f Coop. Management, 
POONA.

43. D r. Narayan Prasad Soni, 
D irector,
Madhya Pradesh State Coop. 
Bank,
BHOPAL.
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44. Mr. Ram  Kumar Patel, 
Director,
M.P. Rajya Sahakari 
Bhoomi Vikas Bank, 
BHOPAL.

45. Mr. M eharban Singh, 
Director,
M.P. Rajya Sahakari 
Bhoomi Vikas Bank, 
BHOPAL.

46. Mr. Radha Raman Agrawal, 
Director,
M.P. Rajya Sahakari 
Bhoomi Vikas Bank, 
BHOPAL.

47. Mr. Lai Singh Kushwah, 
Director,
M.P. Rajya Sahakari 
Bhoomi Vikas Bank, 
BHOPAL.

MALAYSIA

52. Mr. S.M. Ratnam ,
D irector,
Malaysia Coop. Printing Press 
Society Ltd.,
No. 10, Jalan Semangate 
K uala Lumpur,
MALAYSIA.

53. G. Kuppuswamy,
Railway Multipurpose Coop. 
Society Ltd., Manipur, 
MALAYSIA.

54. Mr. Mohammed Yusoff Bin M at 
Eia,
Chairman,
Railway Multipurpose Coop. 
Ltd.,
Hotel Merlin,
Jolar Tua Ismbil,
K uala Lumpur,
MALAYSIA.

48. Mr. J.S. Ammannavar, 
Director,
K arnataka State Coop. 
Development Bank, 
BANGALORE.

Land

49. Mr. R.B. Lai,
Additional Registrar o f Coop. 
Societies, U .P.,
U.P. State Coop. Bank, 
LUCKNOW.

50. Mr. Chandra Vilas Rai, 
Secretary,
Bihar State Coop. Bank, 
Patna-4.

51. Mr. Bambihola Jha,
Special Secretary,
Bihar State Coop. Bank L td ., 
PATNA.

55. Mr. K.K.V. Singham,
Director,
Malaysian Coop. Printing Press 
Ltd.,
No. 10, Jalan Semangate, 
Kuala Lumpur,
MALAYSIA.

56. Mr. £ . Ehamparam,
City Hall Officers Coop. Society, 
P.O. Box, 1022,
Kuala Lumpur,
MALAYSIA.

57. Mr. Varathan,
S/o Annamalai,
Executive Secretary,
The Malaysian Railway Civil 
Eng. Dept Emp. Coop. Thrift & 
Loan Society Ltd.,
K uala Lumpur,
MALAYSIA.

V
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.58 Mr. N. Krishnan,
Committee Member,
The Mercantile Coop. Society, 
Hwa-Ii Building 2nd Floor, 
Jalanampang,
K uala Lumpur,
MALAYSIA.

59. Mr. N. Vceriah,
Director,
Malaysian Coop. Insurance 
Society,
K uala Lumpur,
MALAYSIA.

60. Mr. S. Manickam,
Director,
Railway Multipurpose Coop. 
Society Ltd.,
Hotel Merlin, Jalan Tin Ismail, 
K uala Lumpur,
MALAYSIA.

61. Mr. Pe(er Rajappan,
Hon. Secretary,
M inlabour Coop. Thrift & 
Loan Socicty Ltd.,
Jalan Raja, K uala Lumpur, 
MALAYSIA.

62. Mr. Sreedaran, K .,
Committee Member,
Ministry of Labour Coop. 
Society,
C/o Ministry o f Labour,
Jalan Raja, K uala Lumpur, 
MALAYSIA.

63. Mr. Philip N . Chelvathurai, 
Secretary,
The Malacca Government & 
M unicipal Servants Coop. Thrift 
& Loan Society Ltd.,
Stadt Hays, P.O. Box 194, 
Malacca,
MALAYSIA.

64. Mr. K. K . Sarny,
Director,
N ational Land Finance Coop. 
Society Ltd.,
P.O. Box 2133, K uala Lumpur, 
MALAYSIA.

65. Mr. Krishnaswamy,
S/o Miithurajoo,
Director, NLFCS,
MALAYSIA

66. Mr. Venkatasubramar.ian, S., 
President,
Rubber Research Institute 
Staff Coop. Socicty,
P .O .Box 150,
Kuala Lumpur,
MALAYSIA.

67. Mr. G. Vadiveloo,
Director^
Sharikat Kerjasamu Nesa BHD, 
(NESA Cooperative),
1, G aian Rahmat, OIT Tun 
Ismail,
KUALA LUM PUR.

68. Mr. D .M . Ponnusamy,
Advisor,
Government Servant Coop. 
Thrift & Loan Society ,
Batu G ajat,
MAL.AYSIA.

69. Mr. M. Govindaraju,
Director,
National Land Finance Coop. 
Society Ltd.,
K uala Lumpur,
MALAYSIA.

70. Mr. A.M. Kothandam,
Director,
N ational Land Finance Coop. 
Society Ltd.,
P.O. Box 2133, K uala Lumpur, 
MALAYSIA.
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71. Mr. K. Ragliavan,
Director,
N ational Land Finance Coop. 
Society,
P.O. Box 2133, K uala Lumpur, 
MALAYSIA.

72. Mr. S. Annamalai, P.J.K . 
Chairman,
N ational Land Finance Coop. 
Society Ltd.,
P.O. Box 2133, K uala Lumpur, 
MALAYSIA.

73. Mr. E. Loganathan, P.P.N ., 
N ational Land Finance Coop. 
Society,
Post Box 2133, K uala Lumpur, 
MALAYSIA.

74. Mr. M .K. Muthuswamy, 
Director,
N ational Land Finance Coop. 
Society Ltd.,
P.O. 2133, K uala Lumpur, 
MALAYSIA.

75. Mr. M. Subramanian, 
Committee Member,
Running Shed & Carriags Shed 
Engg. Coop. Society, Carriage 
Shed Area, K uala Lumpur, 
MALAYSIA.

76. Mr. A. Rajamanickam, 
Committee Member,
Running Shed, Emp. Coop.
T & L. Society,
N o. 126 Jalan Travera,
Kuala Lumpur,
MALAYSIA.

77. Mr. N . Puvendran,
Supervisor,
M alaysian Coop. Agency 
Society Ltd.,
305, Median,
Jin Tunku Abdul Rehman, 
KUALA LUM PUR.

78. Mr. P.O . Davis,
Vice-President,
Rubber Research Institute Coop. 
Society Ltd.,
Ampang Road, K uala Lumpur, 
MALAYSIA.

79. Mr. Aaghlol Bin Ranafiah, 
Hony-Secretary,
National Electricity Board Thrift 
& Loan Coop. Society,
Jalan Bangsar,
KUALA LUM PUR.

80. Mr. C.F. Shepherdson, 
Committee Member,
N ational Electricity Board 
T&L Coop. Society,,
Jalan Bungsar, K uala Lumpur, 
MALAYSIA.

81. Mr. K. Subramanian,
Committee Member,
Rly. Coop. Thrift & Loan 
Society,
B-191, Taman Kiklien Bat-5, 
Jalan Poh,
KUALA LUM PUR.

82. Mr. Abdul Gaffoor B. Ibrahim , 
Liaison Officer,
Rly. Multipurpose Coop. Society 
Ltd.,
K uala Lumpur,
MALAYSIA.

83. Mr. Purushothaman,
Secretary,
N.S. Government Emp. Coop. 
Thrift & Loan Society,
546, Rahang Square, Serempan, 
MALAYSIA.

84. Mr. K.L. Palaniappan, 
Committee Member,
Teachers’ Coop. T & L  Society 
Ltd.,
19B, Taman City, Jalan Kuching, 
KUALA LUM PUR 12-04.
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85. Mr. K. Vythilingam,
Council Member,
P  & T Coop. Thrift & Loan 
Society Ltd.,
66-68 Jalan Pasar Baru,
Pudu, K uala Lumpur, 
MALAYSIA.

91. M r. G huIam K adirP .P .T . 
Committee Member, 
Government Off. Coop. Society 
Ltd.,
21, Station Road,
Taiping Perak,
Malaysia.

86. Mr. Shamsudin Bin Jaal, 
Treasurer,
Railway Coop. Thrift and Loan 
Society,
P.O. Box 70, K uala Lumpur, 
MALAYSIA.

87. Mr. K . Vigneswaran, 
Committee Member,
Railway Coop. Thrift and Loan 
Society,
Post Box 70,
Railway Building (HQ)
K uala Lumpur,
MALAYSIA.

88. Mr. Velio,
Hon. Treasurer,
Railway Employees Coop. 
Thrift Coop Society,
B-2, Railway Quarters,
Spooner Road, IPOH,
PERAK, MALAYSIA.

89. Mr. N . Balasubramanian, 
Committee Member, 
Multipurpose Government Ser­
vants Thrift & Loan Society, 
TELU K  ANSON, 
PERAK-MALAYSIA.

90. Mr. Leong Sco,
Committee Member,
Railway Coop. Thrift & Loan 
Society,
P.O . N o. 70, K uala Lumpur, 
MALAYSIA.

92. Mr. ZainuddinBin M ohdShah, 
Chairman,
G ovt. Off Coop. Society Ltd.
21 Station Road,
Taiping Perak 
MALAYSIA.

93. Mr. Tajuddin Bin A bd Samad, 
Secretary
Skuk,
Jalan M ahkota,
Teluk Anson 
Perak,
MALAYSIA.

94. Mr, Zainuddin Bin Shamsuddin, 
Secretary,
Kopersai Pekerja Pekerja 
Kerajaan,
i n  Cockman Street,
IPO H , Perak,
MALAYSIA.

95. Mr. P. Palaniandy,
Hon. Secretary,
South Region Committee, 
Postal & Telecoms Cooperative 
Thrift & Loan Society,
66, 57 Jalan Pasan Babru, 
Pudu, K uala Lumpur, 
MALAYSIA.

96. Mr. V. Vidhyanathan,
Council Member, Central 
Region.
Postal & Telecoms. Thrift & 
Loan Society Ltd.,
66-68 Jalan Pasor Board, Pudu, 
KUALA LUM PUR.
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97. Mr. Parameswaran,
Director,
Cooperative Central Bank,
N o. 29, Laboh Ampang,
K uala Lumpur,
MALAYSIA.

98. Mr. P. D urai Raju,
Director,
Cooperative Central Bank,
K uala Lumpur,
MALAYSIA.

99. Mr. Fong Ap Ngoh K M N, 
Director,
Cooperative Central Bank,
N o. 29, Leboh Ampang, 
K uala Lumpur,
MALAYSIA.

100. Mr. A. Siva Perumal,
Director,
Malaysian Coop. Printing Press 
Society Ltd.,
10, Jalan Semangat,
Petaling Jaya,
MALAYSIA.

101. Mr. Johar Bin Mohd. Ali,
C .C., Police Coop. Society Ltd., 
No. 1, Jalal Suleiman,
K uala Lumpur,
MALAYSIA.

102. Mr. Abdul Aziz Bin Abdul 
Rani,
Chairman,
Coop. Central Bank,
29, Jalan Ampang,
KUALA LUM PUR.

103. Mr. V. Arunachandran, 
Chairman,
Railway Coop. I.P.O .H., 
Railway Emp. Coop. (IPOH) 
Falim,
167, Jala Spooner, IPOH, 
MALAYSIA.

104. Mr. R. Ramaswamy,
Committee Member,
Socfin Emp. Coop. Thrift & 
Loan Society Ltd.,
P.O. Box N o. 330,
K uala Lumpur,
MALAYSIA.

105. Mr. Balasubramanian, 
Committee Member,
Affnesa Coop. Society,
No. 10, Apunthatten Road, 
K uala Lumpur,
MALAYSIA.

106. Mr. Omar Mahmood, 
Committee Member,
Malayan Survey Dept. Coop., 
Jalan Gurney,
K uala Lumpur-1502 
MALAYSIA.

107. Mr. Udin Bin Doma, 
Committee Member,
Malaysian Survey Dept. Coop. 
Jalan Gurney,
K uala Lumpur-1502 
MALAYSIA.

108. Mr. Abu Bakar Bin Ariff PPN, 
Director,
Malaysia Coop. Insurance 
Society,
36, Jalan Ampang,
K uala Lumpur,
MALAYSIA.

109. Mr. Raji Bin H aji Ali,
Director,
Malaysian Coop. Insurance 
Society Ltd.,
36, Jalan Ampang,
KUALA LUM PUR.

110. Mr. G.A. Gomes,
Treasurer,
All Malayan Estates 
Staff M ultipurpose Coop. 
Society,
Post Box-12, Petaling Jaya, 
MALAYSIA.



176

111. Mr. Lee Gim Long,
Committee Member,
Kospek, 3274, Sungei Nibong 
Road,
Teluk Anson,
MALAYSIA.

112. Mr. Badaruddin Bin Hamzah, 
Treasurer,
Kospek Bhd,
3274, Sg. Nibong Road, 
Telokanscn,
MALAYSIA.

113. Mr. V. Gnanasegaran, 
Committee Member,
Jaffnese Coop. Society,
K uala Lumpur, Selangor, 
MALAYSIA.

114. Mr. R. Ramachandran, 
Executive Secretary,
N ational Electricity Board 
Coop. Society Ltd.,
P.O. Box 1065,
K uala Lumpur,
MALAYSIA.

115. Mr. V. Jagannathan, 
Committee Member,
Coop. Thrift & Loan Society, 
IPO H, Perak 
MALAYSIA.

116. Mr. S, Victor G unapalan, PJK, 
Chairman,
M ultipurpose Govt. Servants 
Coop. T  & L  L td., T. Anson, 
MALAYSIA.

117. Mr. E. Sathiamoorthy, 
Vice-President,
Malayan Survey Dept.,
Coop. T  & L Society,
Survey D ept., H . Q .,
Jalan Gurney, K uala Lumpur, 
MALAYSIA

118. Mr. L. Swaminathan, 
Committee Member,
Malayan Railway Coop. Thrift 
& Loan Society,
P. O. Box 70, K uala Lumpur, 
MALAYSIA.

119. Mr. N. Narayanasamy, 
Committee Member,
Railway Thrift & Loan Society, 
Malayan Railway Headquarters, 
K uala Lumpur,
MALAYSIA.

120. Mr. K. Ramachandran, 
M idlands Coop. Union,
C/o Malaysian RIy MPSC Ltd., 
Hotel Merlin,
KUALA LUM PUR.

121. Mr. P. Ratna Durai,
D irector,
Coop. Central Bank,
N o. 29, Lebohampang,
K uala Lumpur,
MALAYSIA.

122. Mr. R. Xavier,
Committee Member, 
M ultipurpose Govt. Servants 
Thrift & Loan Society,
Teluk Anson,
MALAYSIA.

123. Mr. Thanapalasingam, 
Secretary/Treasurer,
Midlands Coop. Society Ltd., 
M alaysian Rly Multipurpose 
Coop. Society Ltd.,
C/o Hotel Merlin,
KUALA LUM PUR.

124. Mr. Sachithananthan, A., 
Chairman,
Penang Port Commission Coop. 
Society,
15, Green Hall, Penang, 
MALAYSIA.
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NEPAL

125. Mr. Lakshmikantjha,
D istrict Coop. Officer,
H is Majesty’s Government of 
Nepal,
Departm ent o f Cooperatives, 
K athm andu,
NEPAL.

SINGAPORE

126. Mr. A. Krishnasamy,
Secretary,
Singapore Coop. Housing 
Society Ltd.,
P.O. Box 2840,
SINGAPORE.

127. Mr. Mahfar Bin Othman, 
Committee Member,
Port o f Singapore Authority 
Coop. Thrift & Loan Society, 
Gate No. 2, T .G . Pagar, 
SINGAPORE-2.

128. Mr. Y. R aja Gopal, 
Vice-Chairman, Singapore Govt. 
Servants Coop. Thrift & Loan 
Society,
421, Peace Centre, 
SINGAPORE-9.

129. Mr. M. Kulasegaram,
Singapore N ational Coop. 
Union,
SINGAPORE.

SRI LANKA

130. Mr. M.R.B. Daswatta, 
President,
National Cooperative Council 
o f Sri Lanka,
455, Galle Road,
Colombo-3,
SRI LANKA.

131. Mr. T.P. Murugaia, 
Vice-President,
N ational Cooperative Council 
o f Sri Lanka,
455, Galle Road,
Colombo-3,
SRI LANKA.

132. Mr. L.M.V. De'Silva,
Chairman,
Sri Lanka Cooperative M arket­
ing Federation,
127, G randpass Road, 
Colombo-14,
SRI LANKA.

133. Mr. M.P. Jayasinghe,
Deputy Commissioner (Agri­
culture)
Departm ent o f Cooperative 
Development,
D uke Street, Colombo-1,
SRI LANKA.

134. Mr. A.C.A. Akbar,
Director,
N ational Cooperative Council 
o f Sri Lanka,
455, Galle Road, Colom bo,
SRI LANKA.

135. Mrs. Somawathie,
Credit & M arketing Manager, 
Madampe M ultipurpose Coop. 
Societies Union,
Madampe,
SRI LANKA.

136. Mr. M .G .R. Bandara,
Credit and M arketing Manager, 
Wettegama Multipurpose Co­
operative Societies Union, 
Wettegama,
SRI LANKA.

137. Mr. R .R. Poram una,
Director,
N ational Cooperative Council 
o f Sri Lanka,
455, Galle Road, Colombo-3, 
SRI LANKA.
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138. Mr. Liyanags,
Credit and M arketing Manager, 
Ussapitiya Multipurpose Coop. 
Societies U nion,
Ussapitiya,
SRI LANKA.

THAILAND

139. Mr. Pradit Machima,
Director,
The Cooperative League o f  
Thailand,
4, Pichai Road, D usit, Bangkok, 
THAILAND.

RESOURCE PERSONS

1. Prof. G.B. K ulkarni 
Director,
V.M. N ational Institute o f Coop. 
Management,
Ganeshkhind Road,
POONA-16.

2. D ato  N .A . K ularajah,
President,
Cooperative Union o f  M alaysia, 
P.O . Box 817, K uala Lumpur, 
MALAYSIA.

3. Mr. Lionel Gunawardana,
Joint D irector & Specialist in 
Agricultural Cooperation, ICA 
Regional Office & Education 
Centre,
43, Friends Colony,
NEW  DELHI-14.

4. Mr. M .M .K. Wali,
Chief Executive,
N ational Cooperative U nion of 
India,
56 N ehru Place,
NEW  DELHI-24.

5. Mr. J.M . R ana,
Director (Education),
ICA Regional Office & Education 
Centre,
43, Friends Colony,
NEW  DELHI-14.

6. Prof. Varanasy S. Murty,
D irector, Extension Management 
Programme,
University o f Bombay,
BOMBAY.

7. Mr. Gunadasa Lokuge 
General Secretary,
N ational Coop. Council o f Sri 
Lanka,
455 Galle Road, Colombo-3,
SRI LANKA.

8. Mr. P.E. Weeraman,
ICA Regional D irector for South- 
East Asia,
International Cooperative Alliance
43, Friends Colony,
NEW  DELHI-14.

9. Mr. W.G. Somaratne,
Credit and M arketing Manager, 
Vijitha Multipurpose Coop. Socie­
ties Union, Vijitha,
SRI LANKA.

OBSERVERS

1. Mr. Pekka Pilvio,
Cooperative and Rural Develop­
ment Officer,
International Labour Organisa­
tion, Regional Office,
P.O. Box 1759, Bangkok, 
THAILAND. '

2. Mr. Bruinsma,
Banking, Credit & Coop. Officer, 
Food & Agriculture Organisation 
Regional Office,
Maliwan Mansion, Phra Atit Road 
Bangkok.
THAILAND.
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3. Mr. R. Srinivasan 
Chairman,
Bharat Krishak Samaj ‘Ramana- 
tham ,’
1-A Seethamma Road, Alwarpet, 
MADRAS-18.’

4. Mr. G.S. Dayananda,
Former President,
National Cooperative Council of 
Sri Lanka,
455 Galle Road, Colombo-3,
SRI LANKA.

5. Mr. R .G.G .O. Gunasekera, 
Chairman,
Cooperative Management Services 
Centre,
127, Grandpass Road, 
Colombo-14.
SRI LANKA.

6. Mr. M.K. Puri,
Joint D irector (TAT)
ICARO & EC,
NEW DELHI-14.

National Cooperative Union o f  India 
56 Nehru Place, New Delhi-14.

1. Mr. R .G . Tiwari, M .P.,
President.

2. Mr. M .M .K. Wali,
Chief Executive.

3. Dr. R .C. Dwivedi,
Executive Director.

4. Mr. Prasada Rao,
Director (P).

5. Mr. A.S. Patel,
Joint Director (IR).

Tamil Nadu Cooperative Union, Near 
Wallajah Bridge, Madras-9.

Mr. G .K. Sigamony,
Joint Registrar/Special Officer.

Cooperative Training College 89 
Poonamallee High Road, Madras-10.

1. Dr. S.P. Ssetharaman,
Principal.

2. Mr. L.D. Shanmugam,
Vice Principal.

CONFERENCE SECRETARIAT

1. Mr. Prem Kumar,
Conference Secretary,
ICA Regional Office & Education 
Centre for S.E. Asia,
NEW DELHI-14.

2. Mr. S. Raghunathan,
Cooperative Training College, 
MADRAS.

3. Mr. Kishori Lai Lingwal,
Assistant,
National Cooperative Union of 
India, New Delhi.

4. Mr. T.R. Sunder Raman,
Tamil Nadu Cooperative Union, 
MADRAS.

5. K .P.N . Nambiar,
Cooperative Training College, 
MADRAS.

RAPPORTEURS

1. Mr. D.A. Swayamprakasam, 
Additional Registrar o f Coopera­
tive Societies,
MADRAS-5.

2. Mr. S. A. Padmanabhan,
Manager,
Tamil N adu State Land Develop­
ment Bank,
MADRAS.

3. Mr. Choubey,
Vaikunth Mehta National Institute 
of Cooperative Management, 
POONA-16.

4. Mr. L.D. Shanmugam, 
Vice-Principal,
Cooperative Training College, 
MADRAS.



THE INTERNATIONAL 
COOPERATIVE 
ALLIANCE

is one of the oldest of non-governmental international 
organisations. It is a world-wide confederation of co­
operative organisations of all types. Founded by the Inter­
national Cooperative Congress held in London in 1895, 
it now has affiliates in 66 countries, serving over 326 million 
members at the primary level. It is the only international 
organisation entirely and exclusively dedicated to the pro­
motion of cooperation in all parts of the world.

Besides the Head Office of the ICA, which is in London, 
there are two regional offices, viz., the Regional Office & 
Education Centre for South-East Asia, New Delhi, India, 
and the Regional Office for East and Central Africa, 
Moshi, Tanzania. The Regional Office in New Delhi was 
started in 1960 and the office in Moshi in 1968.

The main tasks of the Regional Office & Education Centre 
are to develop the general activities of the Alliance in the 
Region, to act as a link between the ICA and its affiliated 
national movements, to represent the Alliance in its consul­
tative relations with the regional establishments of the 
United Nations and other international organisations, to 
promote economic relations amongst member-movements, 
including trading across national boundaries, to organise 
and conduct technical assistance, to conduct courses, semi­
nars and conferences, surveys and research, to bring out 
publications on cooperative and allied subjects and to sup­
port and supplement the educational activities of national 
cooperative movements. The Regional Office and Education 
Centre now operates on behalf of 14 countries, i.e. Australia, 
Bangladesh, India, Indonesia, Iran, Japan, Republic of 
Korea, Malaysia, Nepal, Pakistan, Philippines, Singapore, 
Sri Lanka and Thailand.
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