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PARTICIPATION OF RURAL INSTITUTIONS AND TARGET GROULPS IN
RURAL DEVELOPMENT PROGRAMME PLANNING AND MANAGERENT

1

CONCEPTUAL FRAMEWORK

My purpose here is ﬁhreeroldt 'Firstly, to present certain issues
involved in participation of rural iﬁstitutions and target groups in rural
development programmesj secondly, to examine our past approach to involving
peoples! organizations in rural development activities; and thirdly, to
analyse pur experiences about the working of rural institutions through four

case studiese

There are three major issues involved in th? working of rural institu-
‘tiona: the nature of inherited cclanial administration, requirements of rural
development, and requirements of demacratic decentralization, A carsful
examination of these isgues will provide a conceptual framework within which
the role of rural institutione and target groups could be examined, and areas
and processses of adaptation of administration to Indiafa rural development

could be evolved,

Authors Professor V.R, Gaikwad, Indian Institute of Maznagement, Ahmedabade



1¢1 Nature of Inherited Colonial Administration

Since it hurts the national image many of us would like to forget that
-India was a colony of the British barely 31 years agos. The extremely pragmatic
British evolved a system of administration most suitable for keeping the un-
organized, rural population under subjugation and for exploiting the natural
and huﬁan resources for the benefit of colonial powsr. District administration
was the strongest unit of this systemes Through procedural means and by ram
usa‘of‘authority, district administration prevented organized resistance of
the rural population to the systematic exploitation of this class by the govern~
ment and other vested interestss The transfer of power through slow, step=by-
step negotiation process resulted in continuiﬁg practically the entire admini-
strative structure, its ethos, and systems of‘oﬂbratione even after Independence,
The potential capacity of the revenue and'other department functionaries to hurt
and terrorize the rural masses sven today by procedural and not-so=-procedural

means is well knowne

Around the basic function of exercise of authority, other concerns of
;district administration have evolveds maintenance of law and order, control of
icrime and administration of justice; revenue administration including land
“administration, and collection of land revenue and other public dues; control,

regulations and distribution of food supplies; arrangement for holding elections;

administration of local bodies both urban and ruralj welfare activities



emergencies and natural calamities; and other matters such as small savings
schemes and contribution to public loans (Administrative Reforms Commission,

1967, ppe 12-14).

The shift in the role and function of inherited administrative system
has to be seen in relation te the fundamental purpose for which this admini-
strative unit was evolvede UWhen we speak about adapting administration, we
ara-primarily concerned about the magnitude of authority and control exercised,
and the manner in which it is éxercised by the state over the rural people
through district administratione It is this dimension of district administra-

tion which is linked with the concept of democratic decentralizations.

1¢2 Requirements of Rural Development

Rural development is another important conchpt that nesds examination.
Rural dsvelopment is often conceptualised and stated in universal terms, It is
a recent substitute for “community development™ (CD), a term which was intro-
duced in 1852 as a substitute for such terms as rural development, rural re-
construction, and rural upliftment, Community development itself remained an
anigmatic concept even after nearly 25 years of operation and countless books
and articles. Most of the early literature on CDP reflected the emotional
- appeal, excitement and euphemism generated by CDPs All had a tendency to
sulogize the programme, extol its vitues, glorify small achievements, overlook

~ its wgaknesses, and blame bureaucracy for the failures. The publicity the



programme received through spesches of national leaders, seminars, conferences,
Qorkshops, symposia, estce. swept the academic uﬁrld as well, Many aczdemicians
joined the bandwagon and vied with each other in praising the programme. Amang
the ambitious administrators, foreign promoters who formulated and fimanced the
schemey and the impulsive ressarchers, there was little oppartunity for a

critical examination of the basic assumptions,.

These critical observation on CDP are deliberately presented here for
the characteristics of recent literature on the now ‘fashionable rural devalop=-
ment in India and in other developing countries are similar to those of early

literature on CDP in India,

At conceptual level, the goal of rural development is to remove rural
characteristics of a societye The main components, of Indian rural scene are:

1. Dependence on primary agriculture of large percentage of
population

2. Subsistence farming and extremely low purchasing power
of farming population

3. Unfavourable terms of trade and net transfer of resources
from rural to urban and industrial sectors

4o Rigid control over rural institutions by state
bureaucracy, and

5. Absence of strong economic organizations of rural
peopls

14241 Dependsnce on Primary Agriculture

Since the dependence on primary agriculture is absolute, it follous

that the main task of rural development in India is to draw away the rural



population from agriculturee This will result in a) check on further deteri-
oration of per capita availability of land, b) a possibility of increase in
‘the per capita availability of land tc oive more income to those remaining in
farming, and c) greatsr flow of money in rural areas from occupations other

than agriculture.

1242 Low Purchasing Pouer

The poor purchasing power of the farming population has been owing to
small size holdings and extremely low and upcertain returns in agriculture, This
-low income in agriculture is reflected in low per capita consumption expenditure.
So far, the agricultural policy in India has been geared towards high food
- production and not mecessarily towards improﬁing gconomic conditions of the
farmers, The limitations of small-land based agriculture for gensrating
guffiolent income with unfavourable input=ocutput prices have not been sufficient-

ly appreciated in this country,

1.2.3 Unfavourable Terms of Trade

The Terms of trade betwsen the urban, industrial sactor and the rural,
Farming sector have been unfavoumble to the rural sector, resulting in a net
fransfar to urban areas. The econcmic burden of achieving such desirable
gociel objectives as minimum wages for agricultural labourers and house sites
fpr the landless is unwillingly passed on teo farming households rather than

\

fociety as a whols,



The farming community is subjected to a two-fold pressuret to produce
cheap food and raw material for industrialization and to support an increasing
number of the rural landlesss The great majority of the rural population have
been progressively reduced to mere producers of cheap food and raw material for
industrial development and betterment of urban working classes. The strategies
of administering rural development policies are thus ironically similar to that
of a colonial administrations vartual exploitation of the rural people practi-
cally under duress, The irony, of course, lies in the fact that objectives of
industrialization and modernization themselves cannot be faulted and the possi-
bility that the strategy employed is not deliberate but a result of the emerg-

ing dynamicse

142,4 State Control on Rural Instituticns

7

Contrary to professed objectives of encouraging rural institutions, the
government and its agencies exercise several administrative and financial con-
trols on rural institutions such as cooperatives and panchayati raj bodiess
These bodiss have little funds of their.own. The administrative machinery of
these institutions (especially of panchayati raj bodies) is part of the govern-

ment machinerye

12,5 Lack of Farmers' Organization for Agricultural Production
Indian agriculture is characterized by a very large number of small
and fragmented holdingse The country has so far followed the "face-to-face®™

technigue of extension to convince small and marginal farmers of the



advantage of improved inputs and practices. It is evident that the sheer
number of farmers makes this task weil-nigh impossibles If credit and the
input use have to be extended throughout the country, there should be some
mechanism for reducing the number of farmers to be contacted and convinced.
Uncertainty and risk associated with the new practices discourage many farmers
to opt for scientific and intensive agricultures Scme form of farmers!
organizations especially of small and marginal farmers, could minimize the

operational cost of extension and risk covering agencies,

From the discussion, it is svidsnt that adaptiﬁg district administration
to rural development would involve a) creative thinking on the part qf admini-
strators for generating new activities to reduce_ pressure on land, b) favoura-
ble attitudes on the part of administration toward? the farming population so
that policies pertaining to terms of trades are favourable to farmers, c) concern
for farmers for the high risk taken by them every season, and the low nst
income received by them, d) developing 'small farmers® economic, production

oriented organizations, and e) greater autonomy and more funds to rural

- inmstitutions/farmers organizations,

1¢3 Regquirements of Democratic Decentralization

Democratic decentralization came in the wake of community development
. programmes (CDP)e The CDP was supposed to operate through people's lacal
organizationss. It was felt that it would strengthen the foundation of

~democracy on which our Constitution stands by making the villager understand



the significance of development and his ouwn position in the process of development
(Government of India, 1959,p.1, smphasis added). When the failure of CDP became
obvious, several committees were appointed to critically examine COP. Democra-
tic decentralization in the form of panchayati raj was the ultimate result of
these deliberations, It was recommended thats

the govermment should divest itself completely of certain

duties and rasponsibilities and devolus thesm to a body

which will have the entirsa charge of all devslopment work

with its jurisdiction, ressrving to itself only the functions

of guidance, supervision and. higher planning {Government of

" India, 1959, p.125, emphasis added).

It is a moot question whether the concept of democratie decentralizatian

has bsen properly defined and understood and, if understood, whather it has been

followed in the right spirit by the state govermments and thair sxscutive

machinerys,

The issues discussed here are presented in Table 1. It could be seen
that there is an inherant contradition between the role and function of inhsrited
district administration and the principle of demccratic decentralizations. At
-a risk of  being misunderstood, 1 would s$ill like to emphasize that the
intrinsic function of district administration has been exercise of authority
to subjugate the masses and sxploit them; its other functions have always
being of secondary importance, It follows that it has to have full admini-
strative and financial control over rural institutions and local bodiese Only

by exercise of such control can torms of trade unfavourable tc the rural
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population be enforced and maintained over yearss The requirementsvof rural
development as described zbove ars contradictory to such functionse Rural
institutions can contribute to rural development only when these contradictions

are effectively resolveds

I1

INVOLVEMENT OF RURAL INSTITUTIONSs PAST APPROACH

241 General

Dver'years, some attempts have been made to resolve the contradictions
discussed in ghe previous chapters This chapter discusses why these attempts
have failed in building strong and effective people's organizations and insti-

tutions for economic development of the rural peoples

2,2 The Three Sub-Systems

7

. Broadly speaking, .the three major sub-systems operating in rural areas
arey 1) producer farmer sub-system; 2) credit and input supply sub-syétem; and
3) district administrative sub-system (see Figure 1)e The first sub-system
_éncampassaa individual farm families who as actual producers bear all the risks
and uncertainties of agriculture in Indiae In this sub~system could also be
included the landless labour and artisanse The éecdnd sub-system facilitates
production activities and is responsible for credit and input supplies. The
Lmain agency F&r these tasks is cooperative instituéions. . Part of the input

;ja supplied by private companies operating through dealers and agents, District

pha— - PR —— e AL e G e k(8 v e > A g ——— —

?@btions 2e2, 243 and 244 are from the author's paper “Redesigning the Role of
District Administrations From Regulating to Developing™ in Vikalpa, Vole3, No.2,
Qpril 1978, ppe 121-=32,
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FIGURE 1: MAJOR SUB-SYSTEMS IN RURAL_AREAS
Sub=System I
(Production
Tasks Production & Marketing
Agencys Individual Farm Family
Docisionsg Individual Farm Family
Risks Individual Farm Family

Sub-System I1
(Facilitating and Service)

Taskss

Agencys

Decisiong

Risks

Supply of credit and

inputs

a) Mainly Cooperative

es/Banks

b) Partly Private
Industrial and
Business Come
panies

a) Instituticnal

b) Private Companies

Institutional
and
Companjies

Sub=-System III

Taskss

Agsencys

Decisiong

Risks

(Regulation, Coordination,Service,
Infrastructure building)

Provision of social
welfare services in
education and healthj
development of infras«
structural facilitieg
like roads & irriga-
tiony extension of
knowledgej regula=-
tion of credit and
supplies

District and Block
Administration

Mainly Governmentg
Marginally local
bodies

No risk at
individual
administration
level

Environmental (Technical, Govte Policy, Legal,Economic, Social, etc.)

Boundarias

—>

Inter-system relationships.
through structural and process linkages
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administration forms the third sub~system which performs service, regulatory,
and extension sducaticn functionse It is alse inyolved in building infrz-
structure like road and irrigation (for further elaboration, see, Gaikvad,

et als, 1977, PP+164~69 and ppe375~78).

243 The CD Design

Dver the years, attempts have been made to change the interrelation-
ship between these sub-systems and the methods of their operations, The first
attembt was made in 1951 through community dBVelopment-programme. This attempt
had only limited success owing to the intrinsic limitation of its designes The
four basic elements of the COP design were:

1e focus on individual cultivator;
2, restructuring and recrganization of district administration,
especially by establishing new administrative units on area
(block) basisg

3e provision of necessary facilities (ihcluding the extension

7

of knowledge) for agricultural production to the individual
cultivator through cooperatives and the block agency; and

4e provision of welfare facilities by the block agency at block
level and rural settlement level (see Gaikwad, 1977, pp.223-25,

for a detailed analysis).

The focus in this design was on the individual cultivatore There was
no emphasis on collsctive, community action for community welfare and on build=-
ing community assets for comman economic developmente The design envisaged

development of rural people through concentration of efforts on individuals
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(primary cultivaters) and marginal reorganization of government machinery at
district level and below (as evolved during the celonial period), but not
through development of new organizations of the rural people for collective
economic and other benefitss, In this design there was no scopa for develop-—
ment of small or medium agro=industries and cottage industries which would
help in reducing the pressure on land, nor for helping rural artisans and

- craftsman who were constantly joining the number of landless labourers,

For the mext twenty-five years, this desion determined, and still
determines, the strategy and instrument for economic development and welfare
of the rural people. Itvalsn determined the direction in which internal
resources and external aids were to flow. This design was constantly
nurtured and financially helped to survive by introducing, one after another,
various schemes and programmes such as the Intenﬁ}ve Agricultural District
Progrémme (IADP), the Drought Prone Area Programme (DPAP), the Command Area
Development Programme (CADP), the Intensive Cattle Development Programme (ICOP),
the Small Farmers Development Agency (SFDA), etc., all following the CDP design,
but excluding the welfare components In all such programmes, thers was some
tinkering with the diétrict administrative machinery such as appointment of
project officers, subject-matter specialists, extension officers, field workers,
etece There were nesither changes in the structure and management of cooperative
institutions, nor any efforts for organizing farmers for utilizing their and
community's resources for common benefitss A recent study of the Intensive

Agriculture District Programme (Caikwad, et ale, 1977, pe378) pointed out that
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1) changes in district administrative machinery alone do not’
lead te achievemont of primary objective of higher agricultural
productionsg

2) enduring process linkages cannot be developed in isolation
for each sub-systemj and

3) a closely iﬁtagratad production system composed on the three
sub-systems having a common objactive is likely to give better
results than the IADP designe

Similar observations could be made about other programmes/schemes

pertaining to agriculture and rural development in India,

244 Panchayati Raj Without Changes in Functigns

Introduction of elected bodiss at various leuels under panchayati raj
(rural local self-government) also did not changeithe inter-relationship between
the three sub-systemss These bodies wers not given any new function or role
in relation to the rural people uhiﬁh were not earlier performed by district
administration, No new powers over the citizens were given to these bodies,
Thus, the intrinsic nature of powers which the state exercised over the citizens
through its executive machinery at the district level and below did not undergo

any change after the introduction of panchayati raj.

The structurs of local bodies was designed to suit the organization
and structure of district administrations It could be peinted out here that

the Constitution of India directs that Y“the state shall take steps to organizé
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village panchayats and endow them with such pdwers and authority as may be
necessary to enable them to function as units of self-government® (Governe
ment of India, 1973, p«17)es The panchayati raj system that was ultimately
evolved in the country was, however, composed of village panchayats at the
bottom with insignificant powers and authority, and two more tiers of
panchayats ( at block and district leuals) above village panchayatse The
three tiers correspond to the existing levels in the district administrative

- machinery,

When these bodies were formed, a segment of district administrative
machinery a;ong with CD block machinery was transferred to these bodies thch
did not have any power to change or redesign the administrative setup given
to themes The administrative setup transferred t? them contained the culture
as well as the hierarchies and differentiations existing in the traditional
district administration, There wers aiso no changes in the operating mechani~
sms such as control procedures, information systems, reward and appraisal
systems, rules and regulations, etcs In the transferred segment of the setup,
only one important pecsition was newly created, i.e., the post of District

Development Officer (DDO) in Gujarat and the Chief Executive Officer (CEQ)

in Maharashtra,

Since no new functions were performed by the administrative machinery
under panchayati raj, the formation of two administrative units in a district——

one under the DDO/CEO and the other under the collector —-uwas, technically,
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speaking merély a division of work between the two functionaries. (In
Maharashtra and Gujarat, the entire work was earlier performed by thé
collector, while in other states it is still being performed by the
collector). The nature of tasks performed by the functionaries did not

change with this division of work,

Broadly speaking, thefe are two models of panchayati rajy they are
ggnerally called the Rajasthan and the Maharashtra/Gujarat modelse Even
after more than a decade of experimentation, it has to be conclusiveiy
proved that district adminisfration under the Maharashtra/Gujarat model of
panchayati raj has performed better than machinery under other panchéyati
raj models or under the traditional administration in states which have
not introduced panchayati raje. Similarly, it has to be conclusively proved
that the performance of district administration{in the same state has been
better after the introduction of panchayati raj, or that there is an appreci-
vable difference in the performance of the two segments of district administra=
tion, one under the DDO/ﬁED and the other under the collector. It is quite
possible that one may not find such differences because panchayati raj did
not introduce any major change in the function and role of the administrative

machinery visg-a-vis the common citizen, ner did it introduce any major change

in the internal arrangements of the administrative setups

There is a general impression that various departments under panchayati
raj bodies do not perform any requlatory function and that, after introduction

of panchayati raj, therse is a separation of regulatory functions from the
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development functions. However, a close look at the nature of tasks actually
performed by these departmcnts reveals that this is not the case. Some of thae
regulatory functions performed by various welfare and development departments
are given in Table 2. It has been observed that most regulatory functions are
performed in relation to sconomic, production-oriented activities of the rural

‘people and institutions (Gaikwad and Parmar, 1977 for a detailed analysis).

ITI

FINDINGS OF FOUR CASE STUDIES

Gver ypars, a number of agencies/institutions have been evolved in the
country fer rural development, For example, ws have panchayati raj bodies
to involve people through their representatives in development efforts, the
Small Farmers Development Agency to help the weéket sections, and the Farmers!
Service Cooperative Society (FSS) to take care of development needs of small
and marginal farmers and agricultural labourers under the management control

of small and marginal farmerse

flany question can be asked about these agenciea/iﬁstitutions. In what
way these agencies/institutions are different in terms of their approach,
.strategies, and progress? Can presence or absence of people's representatives
make a difference in the ultimate objective, namely improvement in economic

conditions of the rural psople? The structural and procadural constraints
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Table 2¢ Functions Performed by the Administrative Machinery Under Panchayati Raj Bodies in Various Branches/
Departments
. T t‘ ) .
Department/ . Functions Performed |
Activities Service Infrastructure Dovelopment Regulatory and Control
welfare

£ducation (Frimary)

Health and Medical

Social Welfare

Economic Development

ggriculturs

Animal Husbandry

Fisherios

Communication

Running Primary Schools

Running the Public
Health Centre (PHC)

Giving Scholarships to

(5chedule Caste/Schedule
Tribe {SC/ST) Students

Extension of Knolwedge

Extension of Knolwedge

Running VYeterinary
Hospitals

Extension of Knowledge

Supply of Fingerlings

—

Construction of School
Buildings

Construction of PHC
Dispensaries

Construction of Hostels

for SC/8T students

Developing Seed Farmg

fonstruction of Veteri-
nary Hospitals

Constructiaon of Tanks for
Stocking fFinoerlings

Construction of Roads

Sanctioning of New Schools
and Inspsction of Private
Schoolg

Organizing Compulsery
Vaccination during
Epidomics

Filling the guota of $T/sC
Students in Schoeols and in
Employment

Regulation of Supply of
Inputs and Credit by Coops.
and Private Traders

Organizing Compulsory Castratic
of Stray Bulls+* and Issuing
Health Certificates for Animal.
sent to Abattoir

Getting/Giving Fishing Rights

Cetting/Giving Permissionfor
Construction of Aoads

——— PRSE

——

* Bill to this effect had not been passed at the time of the studys

Sources

Gaikwad and Parmar, 1977, pp.186-187,
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and managerial problems invclved in the working of those agencies/institutions
arg well=known {Gzikwad, 1975, ppe649-62), Onc would, howover, like ta know
morc about financial caonstrainta and their implications on the cffcctiveness
of thesc agencicss Can people's participation be a substitute to varicus
financial and organizational quiciencios?> Answcrs to all such questizns
cannot be given in this papere I have, however, tried to present in this
chapter some relevant findings from four case studies which are given in

Appendices I tc IV

The four caso studiea cover two panchayati raj bodies [ a zilla
panchayat (ZP) in Gujarat and a taluka development board {TD8) in Karnatakg/,
a Small Farmers' Dovelopment Agency (SFDA) in Bangalore, managed by a body -
composed of mostly government functiomaries, and a Farmers'! Service Coop=-

erative Society (FSS) in Bidadi,

341 Coss Study=-Is 2illa Panchayat in Gujarat

For the Zilla Panchayat under study the state goverrment provided the
elected bodies at district, block, and village levels with an administraéive
machinery composed of 7386 functionaries (on an average 103 paid employees
for a group of 12 villages or one functionary for every 21 household)e They
were primary school teachers (éd.ﬁ per cent), clerks {1141 per cent), fisld
staff (1142 per cent), and drivers and peons (7.5 per cent)s In all, these
.categories covered nearly 9443 per cent of the total strengthe Another 5.7

per cent consisted of technical officers, supervisory, technical..and offics
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staff, and general administrative officerse

In 1973=74, the Zilla Panchayat spent about Rse80 million, out cof which
Rse3348 million was for famine relief worke About 62 per cent (Rse2545 millien)
was on salarics, allowyances, and contingencies, and the remaining 38 per cent
(Rse15,7 millicn) was spent on scholarships, grants, subsidies, constructicn
and repairs of irrigation works and other public works, seed farms, etce. The
average expenditure for a village was Rs.93,192, If the expenditure on famine
relidf, salary, allowances, and contingencies was ignored, the average expendi-

ture for a villags worked out to be only Rs.18p157,

Most of the expenditure was on welfare programmes like health and esducation
and little on proquction oriented activiticse Most of the plan schemes for
development in agricultural and allied fields were not transferred to the Zilla
Panchayat but were directly implemented by state d;partments. for example, about
Rs.10 million were spent under plan schemes for agriculture and animal husbandry

alones These schemes were outside the control of the Zilla Panchayat. This

expenditure formed about 25 per cent of the total expenditure incurred by this

elected local body on all heads excluding famine relief.

It is clear that what ths government transferred to local bodies was
more in terms of manpower for social welfare type of work and for supcrvision,
" and comparatively less in terms of funds which could be spent according to

priorities decided by local bodiese



The high percentage of expenditure on salary and allowances for
functionaries under panchayati raj has an important implicatione The
expenditure on salary and allowances is akin to fixed cost which is incurred
year after yeare If 62 per cant‘of the expen&iture is on salary and zllowancos,
it means deccision rogarding this expenditure has already been taken and no
further major decisions are involved, This, in other words, means that
panchayati raj bodies ares not called upon to make decisions regarding this
amount and are involved in decision-making only in relation to the remaining
38 per cent of the expenditure, Thus, the degree of freedom available to
elected leaders regarding allocation aof fun&a for different activities is

limited,

Euan after the introduction of panchayati-raj, schemes involving
substantial expenditure are directly handled by degartment functionaries
at the district lesvel and belows These schemes, and the functionaries
handling them, aré beyond the purview of the zilla panchayate Generally,
a proportionately small amount is-spent on salary and allowances in thess

activities than in activities handled by panchayati raj bodies,

Je2 fLase Study=-IIs TDB in Karnpata

The study of the Taluka Development Board, Karnataka, presents more
or less similar picturees The TDB had no economic activitiss to generate its
own independent resources which would provide it with increasing incomese

There were no major heads of expenditure for irrigation, agriculture, animal
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husbandry, forestry, industry, mining, etcs It is clear the TDB was not
inyelved in economic and production=oriented activities which would lead

to economic development of the region and the peoples

Its major expenditure was on construction and repairs of buildings
and roadse The total expenditure on irrigation, agriculture, and animal
husbandry formed only 7,49 ber cent of the total expenditures Activities
such as dairying, various agro-industries, small scale and household industries,
forestry, mining, etce, which could generate employment in the region and
consequently increase the income of the pecple were not within the juris-
diction of the TDB. Its main sources of income were land revenues, taxes,

cessy, and government grants,

The TDB was not the only agency undertaking development work in the
regions many tecﬁnical departments cnntinued to iéplemant directly a number
of plan and non=plan schemess ‘For example, the Public Works Department (PWD)
through its district level agency was responsible for the construction and
,maintenance of district roads. Construction and maintenance of village
approach roads alone’was transferred to TDBse. Similarly, major and medium
.irrigation projects were handled directly by the irrigation branch of the
PWD, Mejor area development projects and programmes financed by the uWorld
Bank such as the Drought Prone Area Programme and the Command Arsa Programme

were handled by separate project authorities, A number of agricultural

‘development and animal husbandry pregrammes, as well as health and family
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planning pragrammes were handled dircetly by the respective technical depart-

ments of the state govermments

Considering the type of funections devolved on the TDB, absence of
production~oriented activities to generate additional inceme, and megre funds
{Rs,%.08 per capita per annum) available, it is clear that the elacted body
had very little to conﬁributa to the cconomic develepment of the population,
in fact, under the circumstances its prosance or absence makes very little

difference to rural development,

343 Caste Study-~IIIt SFDA, Bangalore

The third case study is of & Small Farmers' Development Agency. The
SfDA was expected to have an putlay of Rse150 lakh for five year pericd. This
outlay was expected to result in flow of additional credit of Ree1500 lakhs.
Assuming a net return of 20 per cent on this aédifional investment the nat
increase in the income of each of the 50,000 farmers {families) would be
Rse123 per year or Re.10,25 per farmer (family) per month or Rs.2,05 per
capita per‘month. This will be the highest standard of effectiveness the
agency can be cxpected to achisve under the most ideal conditions=~-full and
most efficient utilization of resources, and farmers' production activities
operating under absolutely"no risk™ conditionse In the present case, oven
this expected; extremely low increase in an average amall farmers' income
could not be owing to the extremely low efficieney (less than 20 per cent)

of the agencys
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The SFDA was set up as a saciety registered undsr the Registration of
Societies Acte 1In this sqciety the Wtarget group™, i.e., small farmers, were
not representeds This is understandable since small and marginal farmers and
landless labourers do not have any organization of their owne They ars an
atomized mass and the governmentband the SFDA, following the CD design, treated
each individual separatelys In fact, it was not the functions of SFDA to form
groups of small farmers for cooperative/collective actions, Thus, there was
no danger of organized voice of small and marginal farmers being raised if the

Rgency did not perform efficiently or effectively.

¢4 Lase Study-IVs £S5, Bidadi

The fourth case study is that of Farmers' Service Cooperative Society
(FSS), Bidadi; The most recent experiment in institution building in India,
the FSS was composed of certain characteristics éf the SFDA, cooperative
institutions, nationalized commercial banks and goCernment departments. Its
primary purpose was to improve the economy of small and marginai farmers and
agricultural labourers. The FS55 was supposed to be an improvement on the
SFDAs and cooperative institufions. In the SFDA, there was no representative
of small and marginal farmerse The FSS was expected to remove this imbalance
by giving control of its management in the hands of small and marginal farhers.
However, as seen from this study, at least for the first six years there would

not be elected representatives of small and marginal Fafmers on the board of

directors due to certain procedure and strategy evolved by the administration,
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The enrolment of small and marginal farmers under the FSS was no better
than that under the SFDA. Similarly, its sffectiveness and efficiency were no

batter.

Assuming the internal rate of return of the order of 15 per cent, the
total loan extended by the society during the four-year period would increase
the income of the region by Res.5.66 lakh or on an average Rsal1.41 lakh a year.#
Not all farming households were members of the saciety and received equal
loan facilitiess However, even if it is assumed to be so, the increase in
iﬁcome due to extension of loan per household during the period would be
Rs+75, and per household per year would be Rses19 per acre for the four year

pericd it would be Rs.16 or Rs.4 per acre per yearl,

Thus, if the internal rate of return was 15 per cent, and if all the
farm families received equal share in the loan ektended by the society, then
the total loan extended by the FSS would, on an average increase the income
of an househald by Rs.19 per annum, iec., RSe1458 per month, or just 32 paise

per month per head——if the average size of family was assumed to be five.

e L T ry .-

ft is necessary to mention here that FSS, Bidadi was not the only financial
institution extending loans to farmers of the region. There were branches of
other commercial banks and cooperative societies giving the loans. We have
only emphasized the possible contribution of FSS, Bidadi,
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Needlass toc say, that this increase of thirty paise per head per mcnth
in income even under ideal conditions would neither result in any improvement
in the quality of life nor contribute to a faster rate of cepital formation,
In short, the impact of F55's credit facilities in general would be negligible
on these two frontse Some impact would be visible in some pockets only when
a) limited credit facilities are concentrated on few households (therchy
introducing skewed distribution of benefits), and/or b) farmers default in

repaying loanss

In the three years of operation, the society suffered a net loss of
és.39,164. Its major sourcaes of income were interest on loan from members
(46 per cent), gross profit from trading (81 per cent), and subsidy from the
govermment (15 per cent). Thus, the society earned a major part of its income
by pursuing activities similar to those of money;lgnders; Added to this
income was the gobarnment subsidye The only non~traditional activity Qas the
agro-service unit which,y instead of making a profit, suffersd a net loss of

Rs .43, 51 3.
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IV

SUMMING UP

There are inherent contradictions between the role and function of the
inherited colonial district administration and the principle of democratic de=
centralizations, Since autonomy to local institutions is contradictory to the
objective of 'control for exploitation', the strategy in the past has been the
control by state administration of rural institutions, Requirements of rural
development, such as, transfer of resources to rural areas, increase in the net
income of the rural people, and growth of strong economic organizations of
people are also contradictory to the objective of exploitation of rural masses.
In the past these contradictions could not be resolved, The four-element
community development strategy envisaged development of the rural people through
concentrating effprts on individual (primarily gbltiuators) and marginal re-
organization of administrative machinery at district level and below, but not
through developing new organizations of the rural people for collective esconomic
and other benefitse Under this strategy the dependence of rural communities
on block and district bureaucracy for even welfare measurses was more or less
_absolutse They could only wait and hope to get the facilities the bureaucracy

thought fit for the communitye

The strategy was not much different under the panchayati raje The
‘panchayati raj system that was evolved in the country was composed of villags

5panchayats at the bottom with insignificant powers and resources, and two more
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tiers of panchayats (at block and district level) above village panchayats,
khat the government transferred to panchayati raj bodies was merely existing
hanpower and system of administration suitable for welfare and regulatory
functionse As compared to funds to support this manpower, funds for activities,
especially for building people's organizations and developing economic activit-

iesy were negligiblee Without funds for investment there were few_activitiecs

requiring planning and management,s The only task left to peoples' representa-

tives was to keep éome sort of check on the given manpower, This was ultimately
reduced to looking into staff transfers which, incidentally, was considered as
"interference in the legitimate functions of bureaucracy"{ It is also worth

| noting ,that-a large number of development schemes involving substantial
expenditure were directly handled by department functionaries at district level
and belows By keeping these schemes outside the pbppiew of local bodies, the
state executive machinery achieved two things: Firstly; it found another way

to minimize the pressure on the administrative system from the slected lsaders
at the district level and belows Secondly, since in these schemes major
portioné of the amount was budgeted for expenditure on heads other than salary
and allowances, it got more funds to spent. This increased the people's
dépendence on bureaucracy, and consequently enhanced bureaucracy's power

over the peoples.

Thus, our past experience indicates that when environment generates

pressure for change on a traditional, well-established, large bursaucracy,
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the system, as a reaction, gives an impression of change (perhaps changes

a bit also) and simultanéously devises means to minimisz the extra-organiza-
tional influence upon membersas In the present case, the system was akle to
insulate itself to a considerable extent, from the impact cof demoeratic
decentalization by evolving a finmangial structure which gave only limitcd
vdegree of frecdom to the elected bodies regarding allocation cof funds for

.different activities,

The SFDA is another example of this strategys Under the SFDA, neither
the local bodies nor the target population were involved in the management,
‘Thare was no danger of organized veice of small and marginal farmers being
raised if the agency did not perform efficiently and effectivelys The farmers'
ASBrvice Society waé supposed to be an improvementjon the SFDA but in actual
operation it was nots Various systems of Operation'saw to it that the control
of the FSS's management would not shift to smali and marginal farmers. In
other words, a strong organization of small and marginal farmers could not be

developede

Two strategies have been followed in the past in relation to the country- _
sides Firstly, the structure and location of local bodies were designed tq
suit the organization and structure of inherited district administration.
Invariably, the standard pattern of local bodiess at village, block, and district

‘'levels hag been followed since it suited the district bureaucracy's structura,
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Production oriented organizations such as group farming, cooperative farming,
“landless Qorkers' cooperatives, ctce, whose organizational boundaries need not
be co~terminus with that of standard units of district administration, could
not develop in this environmente By having local bodies parallel to the
district administrative structure, it was convenient for the government to
transfer part of the administrative machinery to these bodies and thus exercise

continuous control over thems

The second strategy was to give minimum funds for the rural people to
handle., This was achieved in two ways; firstly, by having terms of trade
‘unfavourable to thé farming population and, secondlyy by having layesrs of
administrative machinery through which funds would trickie down to the rural
peoples The terms of trads have always been unfavourable to the farmer so
that the purchasing power of the farmers and thoée depending upen them for
livelihood, such as agricultural labourer and artisans, would be minimum, and
their dependence on the government agencies for capital help, welfare facilitias

and for subsistance in times of droughts and other calamities would be maximum,

Over years a system has been evolved in the country so that funds would
not be directly handled by grass~root level bodies. As things‘stand, before
funds are spent for the benefit of the rural people or in the name of the
rural people, these percolate through at least two layers of local bodies and
various layers of administrative machinerys Owing to the large nhumber of

intermediaries theres are losses of various typese. The rural people have very
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little control on the funds that ar; supposed to be spent on them by othzrs.
For practically cvery need they have to look up to the govermment and its
agencies and wait for the benefits to trickle downs In short, duec teo un-

- favourable terms of trade and duc te various intermcdiaries through whien
state funds flow, very little funds were directly handled by ths rural péOplo.
Self-respact and confidence have been the first victim of this system which

had its origin in the colonial past,

To conclude, effective people's participation ip rural development

programme planning and managemant would involvet

a} Building of production oriented economic prganizations (group
farming, agricultural ceoperatives) of the rural pcople which may or may
" not be co—terminug with the existing units of district administrations e 1~

14
fare activities could also be routed through these organizations.

b) Direct allocation of funds to the lowest grass-root level
institution/ocrganization which must have the power to spend Funds according
to prioritiea-dacided by ites In this system, higher levsl bodies would receive
part of their funds From the grass=rost level bodies as payment to ssrvices
provided by them to members of grass-root lauel-bcdiea. If the services
provided are unsatisfactory then the grass—-rooct level body will have freedom

tc Find alternative agencies which would provide more satisfactory services.

¢) The grass-root lavel body and other local institutions should have

freedom to recruit their own employees and should not be compelled to accept
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“transférred“ staff from the government machinerye. It is needless toc emphasize
that quality of services and facilities to the rural people will improve only
when they have the freedom to appoint persons who would give them most satis-
factory services., The system of burdening local bodies with the existing admini-
strative machinery is akin to the strategy followed by the British in dealing
with the native rulers who were compelled to depend on the British army for
defence needs, and to rule according to the ®advice¥ and "recommendations® of

the political agent,

It is clear that to break the backbone of inherited colonial administration
will require a strong political will and change of attitude towards rural pro-
blems, It has to be realized that it is inharent in the nature of all largs
bureaucracies that, when threatened, they would de%;se various means tc maine
tain their power position in soeciety, Stronger the political desire for
democratic decentralization, more devious ways mﬁuld be evolved by the
bureaucracy to retzin its hold over the rural masses, Unless politicians and
enlightened administratars keep this in mind, effective participation of

rural institutions in rural development programme planning and management will

remain in the realm of utoplae
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Appendix I

Case Study of a Gujarat zilla Panchayat*

1. General

When panchayati raj was introduced in Gujarat in 1963, a major Te=
organization of the district administrative machinery took place, Those
departments whose activities were coordinated at the block level usre
separated from other departments at the district level.s This part of the
district level machinery, along with the block administrative machinery,
formed a separate segment of district administration which was transferred

to panchayati raj bodiese

2« Functionaries

In the Zilla Panchayat undsr study, in 1973-74, this segment consisted
of 7386 functionariese The task before them was looking after the welfare ard
economic development of about one million people belonging to about one
lakh households living in 839 villages, On an average, there were nearly
103 paid functiomaries for a group of 12 villages, or one functionary for

every 21 rural households, or every 40 male persons above 14 years of age.

* Extract from Gaikwad and Parmar, 1977, pp.84=89,
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The administrative machinery was composed of primary school teachers
(6445 per cent), clerks (11.1 pef cent), field staff (11.2 per cent), and
drivers and peons (7.5 per cent)e These categories in all covered nearly
9443 per cent of the total strengthe Only five per cent of the seament con—
sisted of technical officers, supervisors, and technical office staff. General

administrative officers and supervisory staff formed only 0.7 per cent.

There were 225 officers (administrative and technical), 130 supervisory
staff members, and 6447 other staffvmemberé. - These functionaries were ranked
under four classes of service and 28 pay gradesQ About 90 per cent of the
functionaries were covered by four grades with salaries of Rs.135 and bélow.
The remaining 10 per cent of the functionaries were distributed in 24 different

grades,

!

In 1973-74, the Zilla Panchayat spent about Rs.80 million, ﬁearly half
of it on famine relief works, Of the remaining Rs.4%142 million, about 56.7 per
cent was spent on welfare services like educaticn, medical Facilifiés, health,
family planning, community development, cooperatives, and social welfara,
Only 1746 per cent was spent on production-oriented activities like agriculture,
irrigation, animal husbandry, industry, and forests, and anothsr 17.6 per cent
was spent for infrastructure development such as construction of roads and

buildingse

Out of Rs.80 million, about 32,3 per cent was spent on salary and

allowances, If the expenditure on famine relief works was not considered,
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the expenditure on salary, allowances, and contingsncies formed about 62 per
cent of the total expenditure, The remﬁining 38 per cent was spent on scholar-
éh;ps, grants, subsidies, construction and repairs of irrigation works and
other public works, seed farms, estcs Thus, the zilla panchayat was given

only limited funds to spendes O0Only when there was drought was thét there were

funds to spend.

The average salary excluding allowances was about Rs,10,000 a ysar far
Class I and Il officers and about Rs,5,000 a year for Class III and IV staff,
Thus, on an average, the expenditure on two supporting staff mombers was
equal to the expenditure on one officers The expenditure on personnel examined
in the study covered only part of the sxpenditure on personnel, In addition
to salary and other allowaneces such as interim relief, dearness allouance,
house rent allowance, and travelling allowancs, ﬁhqee functionaries received
standerd benefits such as free medical aid, gratuity, pension bensfits, leave
travel concession, government quarters at 10 per cent of the basic salary,

and loan advancess

The average expenditure per village was Rs(93,192, If the sxpsnditurs
on Pamine relief and/on salary, allowances and, contingencies was ignored,

the average expenditure per village worked out to be only Rs.18,157,

There were 98 doctors (in allopathic dispensarieas, public health

centres (PHC) and ayurvedic dispensariss)e Onh an average, a doctor loocked
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after 10,213 persons, Per capita expenditure (including salaries and allow-
ances) on medical facilities and health was Rs.3.723 cxcluding salary and
allowaneces but including contingencies it was Rse0.85. Thus, 2 very small

amount was available for distributing freec mediciness

Practically, every village had a primary schools On an average, there
was one teacher for 30 enrolled students. The average expenditure per year

per enrolled student was Rs,117,

3e Schemes and Expenditure Beyond the Purview of Zilla Panchayat

The Zilla Panchayat was not involuedbin most of the develOpment‘schemes
included in the Fourth Five Year Plan of Gujarat, Oﬁt of the total numbsr
of 658 and odd plan schemes, 225 fell under the category of district level
.schemes, O0Out of these, only 106 schemes were imple@snted in the district
under studye Out of these 106, only 30 schemes were transfserred to the zilla
Panchayat and an additional nine were transferred to it for implementation
on an agency basises The functionaries operating the remaining 67 schemes
were beyond the purview of the 2illa Panchayats Thus, in addition to
functionaries operating within the administrative boundaries of the Zilla
Panchayat, there were a large number of functinnéries operating in the district
for such functions as land administration, law and order, and general admini-
stration, as well as for implementing 67 plan schemes for the social welfare

and economic development of the people.
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Some information was collected atout functiocnaries handling agriculture
and animgl-husbahdry schemes which wers beyond the purview of the Zille
Panchayat, - There were 723 functionaries operating such schemes. Somo of them
worked for the division as a whole, while most others worked on schemes falling
within the district, The total expenditure by thesse functiomaries was about

Rs+10 milliones This expenditure formed abcut 25 per cant of the total expendi-

turs incurred by tHis elscted local self-government body under all heads sxclud-

ing famineg relief,
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Appendix 131

 Case Study of a Taluka Development Board (TDB), Karnataka*

1¢ General

fhe Mysore Panchayqtvand Local Board Act was passed in 1959, which
introduced a thres=-tier system in the states, The three-tiers were: 1) village
panchayat for a group of villages at village level, 2) taluka development
board (TDB) or panchayat samithi at the talukq/block level, and 3) district

development council at the district level,

Members of the village panchayat were elected by secrat ballot, The
chairman of the village panchayat was elected by the elected members, Ffor
forming the TDB, each taluka was divided into constituencies, and from each
constituency two or three bembers were directly slected to the taluka hoard,
There was provision for cofoption of scheduled céste and scheduled tribe
members to the TDBe " The d;strict development council consisted of presidents
of TDBs falling within the district, The MLAs, MLCs, and MPs within the
district were its ex-offico memberé. There was also brouision for coeoption
of SC/ST members to the district council, The number of seats reserved for

"SC/ST members was directly related to the size of their populatione

* Extract from Gaikwad, 1577, pp«350~383,
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There was no direct linkage of the village panchayat and the TDB since
elections to the taluka board were directs Similarly, there was nc linkage
between the district council and the village panchayate Neither the TDB nor
the district council had powers to sanction and/or modify the budget of the
village panchayat which was very megrees However, the TDB exercised general

control over the activities of the village panchayat,

2. Income and Expenditure

The analysis of income and expenditure during the period 1971=72 to
197677 reveals the followings

i, Total income of the TDB for the six year was R§.15 lakh,y 1.8,
an average Of R8e245 lakh a year. Considering the population of about
1,40,000 of the taluka the per head per annum income was only about Rse1.80,
or for the six year period Re.10,80,

iis Nearly 70 per cent of the total income'ayailable tp the TDB was
generated primarily in the rural areas of the taluka in the form of land
revenues, land tax (cess), and taxes on transfer of immovable property;
Another 10 per cent was generated locally from rent on buildings and land,
by sale of land, agricultural implements and medicines, and from other
miscellaneous itemse Only about 20 per cent of income came from 'ocutsidse!’
‘as grants.and contribution from the governmente Perhaps, even this 'outside'

amount was indirectly generated in the rural areass

iii, Income from sources other than land reverue, taxes, cess, and
grants and contributions was only about 11 per cent of the total income, There

was no trend of increase in income from other sourcess
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ive The per capita per annum income aof one rupee and eighty paise
was spent on various itchs. About 59 per cent of the total income for the
six~year pericd wasg spent on public daevelopment works,l.eey construction and
repairs of buildings (mainly schaol buildings), roads, bridges, drainage
works, etce Only 246 per cent of the expenditure was on small irrigation
works which formed part of the 59 per cent expenditure on public works,
Conmstruction and repair works were also undertaken under other heads of
sxpenditure, namely cpntribution towarde building construction and repairs
of hoépitals and veterinary hospitals, and construction of hostels and lady
teachsrs! residences, The total expenditure on construction and repairs,
excluding expenditure on irrigation, came to 61405 per cent of total axpepdi-

ture in the six~year pariode

ve The second higheet sxpenditure (15473 p;r cent) was on general
administration which covered expenses on the TDB (ﬁbnthly honorarium for the
president and vice-presidenmt, travelling allcwances to members, expenses on
meetings and elections, receptions to VIPs, salary cof officers and staff
(including office expenditure), and 'public' welfare expenditure (covering
employses' pension, stc., purchase and repair of jeep, petrol expenses, audit
fees, rent and tax on building, legal expenses, etc.)e In addition to this,
there was expenditure on salary under other heads, namely public security,
public health, and public amenities, Thus, the expenditure on general
administration and salaries under different heads formed 17,28 per cent of

the total expenditures
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vie The third highest expenditurs (13.58 per cent) was on misccllancous

items, namely dovelopment of backuard class peeple (construction of hostel

and land teacherﬁf residences), enquiry about borewell machine, development
of agriculture, machine repairs, and refund to amounts of various typss
(residential rent, audit abjsction, and jsép amount})., The expenditurs on
congtructions is already included in item iv above, Excluding this expen-
diture, the total amount spent under Miscellaneous heads formed 4,3 per

cent of the total expenditurs. Even than, this was the third highest item

of expenditures

vii. Expenditure on public health was 3.4 per cent of total
expenditure, If cost of building and contributicn towards leave salary
for hospital staff were considered the sxpenditufs on public health eome

{4

to only two per cent of the total expenditure,

viii, Expenditure on education formed 3613 per cent of the total
expenditures The different heads wers adult sducation, books and maps,
assistance to kindergarten schools, Homen's and youth clubs, community
training, and taluka sports, BSalaries of the school teachers were paid

by the state government and, as such, were not part of the TDB budgets
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ixe About 2¢32 per cent of total expenditure was incurred on public
amenities.s This covered salaries and sundriese Excluding salaries and pepairs
the sxpenditure on public amenities came to just 0,70 per cent of the total
expendituro, This was spent on national celebrations (Rs¢500), exhibition
of he-baffaloes (Rse.100), medicine in veterinary hospitals (Rs.8793), and

agricultural conferences and training (Rs.1,103).

Xe About 2,49 per cent of expenditure was on grants-in-aid and
contribution for various organizations such as educational and cultural
organizations, relief funds, institutions for physically handtcapped, and

the Indian Read Cross Societye
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Appendix III

Case Study of a Small Farmers Devslopment Agency

1e General

Concern for small and marginal farmers had been felt from time to time.

The findings of studies sponscred by the Planning Commission during 1965-<70

and other studies clearly indicated that the administrative machinery and credit

institutions had, by and large, ignored small and marginal farmers (see Gaikwad,

1971, ppe 1-13, for a revieuw)., Based on the recommendations of the All=India

Rural Credit Review tommittee in 1969, a number of Small Farmers' Development

Agencies have been set up in various parts of India,

The SFDA was set up as a society registered under the Registration of

Societies Acts The society was to have limited membe}ship which was generally

to be as follouss

a)

b)

d)

Collector/deputy commissioner of the district/area, or chief
exscutive authority of the govermment responsible for the
execution of development programmes in the area to be the
chairman,

One representative of the President of India to be nominated
by the Ministry of Food, Agriculture, Community Development,
and Cooperation, -

One representative of the Planning Commission,

Three representatives of the state government representing

the department of Agriculture, Animal Husbandry and Cooperation-
or any other department more intimately concerned with the
programme of the agencys
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e) One representative of the land development worke
f) Chairman of the central cooperative bank concernede

g) Chairman of the ®illa parishad or similar local body
concernede

R) Tuwo non=officials to be nominated in consultation with
the state government,
In addition to these members, there was a whole~time project officer

who was also the member~secretary of the society,

' Aé regards the management of the scheme, it was visualized that although
there would be a wholeetime project officer with a smali office to assist him
in looking after the work of the agency, thes existing government machinery of
the district as well as other institutiohs and égencias would have to be utiliz-

ad to the maximum extents

2+ SFDA, Bangalore#

SfDA, Bangalore, was among the first batch of SfDAs introduced in the
country in 1970-71. Since its inception it was headed by the Joint Registrar
of Cooperative Societies who, as officer on special duty, operated as project

officer of the Agencye

# Extract from Gaikwad, 1978, ppe6=11s
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3« Pattern of Expenditurs

Like all SFDAs, the Bangalore SFDA was provided with an outlay of
Rs#150 lakh for a period of five years, The suggested pattern of expenditurs
for this outlay indicates that Rse1500 lakh additional credit was expectad

to.Flcw to shall farmerse

In the five year period, the Agency received Rs.63,00 lakh and spent
R9.62495 lakh (abouf 4242 per cent and 41.97 per cent respectively of the
total expected outlay)s Considering the balance left every year (1971722
55449 per cent; 1972-73t 11.05 per cent; 1973-74: 4,64 per centy 1974-753
17.0% per cent; 1975=762 1.85 per cent) aveilability of funds was not a
problem, but thg efficisncy of the Agency was itself limited to only about

42 per cent utilization of potential resources;
!

During the First four-year period, total credit extended ta small farmers
through credit cnopératiues was Rs4155.10 lakh as against the expected flow of
‘additional credit of Rse1200 lakh (assuming that four fifths of the potential
credit flow would be in the first four years), Thus, the efficiency of the
Agency,gn increasing the flow of credit was only about 13 per cent, Even
if we include the credit extended through commercial banks (Rs.53¢34 lakhs),
the total credit flow of Rs.208,44 lakhs gives an efficiency lsvsl of only

about 17 per cents

These efficiency figures are worked out on the basis of potential flow

of credit for an outlay of Rs 150 lakhs for the five year periodes In the first
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four years the Agency received Rse46496 lakhs (and spent RSe.44.49 lakhs)e The
potential flow of credit for this receipt would be Rse469.60 lakhs (short

and medium term loans, Rs.156,53 lakhs, and long=term loans, Rs.313.06 lakhs).
fven after considering this already low utilization of potential outlay, the
efficiency of the Agency in increasing the flow of credit worked out to be

only about 44 per cent,

Under the assumption that every small farmer needs irrigation facility
and also alternate sources of income, the efficiency level of the Agency in the
first four years in terms of extending irrigation was about 4 per cent, and
in terms of e%tending alternate soureces of income the efficiency was about

8 per cent,

According to norms, an outlay of Rs.150 lakhs was expected to result
in flow of additiomal credit of Rse,1500 lakhs to Befspent on various activities
leading to improvement of sconomic conditions of about 50,000 small farmers,
Thig means an additional credit flow of Rs.600 per farmer per year. fNet
reutn on this additional investment can be a matter of conjecture. Twenty
per cent net return on this additional investment of Rs.600 per year would
give each of the 50,000 farmers (or farm families !) an additional income
of Rs.120 per year, that is, Rsa10 pér month, or about two days of additional
wages per month at the prescribed rate of Rs.5 per daye. If the number 50,000
stands for farm families or households (each with an average size of five),
the additional eredit flow would provide an additional per capita psr month

" income of Rse2 to sach of the 50,000 farm families,
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out of the total outlay of Rse.?50 lakh only Rs.37.50 lakh (25 per cent
of the total uut;ay) was expected to go directly to eligible small farmers
as subsidye This amount to Rsl.15 per4year per farmer or Rsa1.25 per month
per farmer (or farm family)e - A net return of 20 per cent of this amount

would further add Rse3 per year to each member's income.

Thusy theoretically, with an outlay of Rs.150 lakh for five year period
the net ;ncrease in the income of sach of the 50,000 farmers (famiiies) would
be Rse123 per year or Rs.10.25 per farmer (family) per month or Rs.2.05 per
capita per month,* This will be the highest standard of effectivensss the
Agency can be expected to achieve under the most ideal conditions - full and
most efficient utilization of resources, and farmers' production activities
'~ operating under absolutely ®no risk™ conditionse ;5 present case, sven this
expected, extremely louw increase in an average small ?armeris income could

not be achisved owing to sxtremely low efficiency of the Agencye

Twenty per cent return on Rs.240.74 lakh gives a total possible
contribution of Rse12.04 lakh per year to income of 45114 small and margirel
farmers and landless labourerse This was achieved at a cost of Rs.3.,05 lakh
per year, Thus, on an average, the cost to the country of increasing the

income of a small farmer by Rse100 per year came to Rs.25 per year,

* Excluding the net return on Rse123 of the first and subsequent years if this
increase in income occcurs at the end of first and subsequent yearss
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Appendix Iy

Case Study of a Farmers Service Cooperative Society (FSS)

1. General

The primary purpose of ths £58 was to improve the economy of small and
marginal farmers and agripultural labourerse The SFDA and the MFAL were
operating in a number of districts for 6=7 years. However, the National
Commission on Agriculture found that, in many areas, credit and service needs
of this class of the ru;al population uere not met adequately, Hence it
racommended the constitution of a new institution to provide finance and other
sources to small and marginal farmerss An important feature of the FSS was
that control on its management would be in the hands of small and marginal
farmers, The Commissiaon recommended {(Govt, of India, 1971, p.27) that,

"3 Farmers' Service Society should be formad_;s registered

cooperative body, with bye=laws to ensure autonpmy, efficient

management and freedom from official intervention to provide

the integrated agricultural credit service toc the small and
marginal farmers and agricultural labourers™

and that
"The Fzrmers' Service Society will be the sole agency taking
care of all the developmentzl needs of the small and marginal

farmers, and agricultural labourers either directly or by
special arrangements with other agencies.®

As regards involvement of large farmers in the affairs of this
society, the Commission recommended (Gowernment of India, 197, pPPe28=29)
that

“"only those farmers, eagricultural labourers, and village artisans
who qualify For receiving assistanpce under the SFDA and MFAL
projects should be eligible for the membership of the Farmers!
Service Societieses Other secticns of the farming community
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might be made eligible for associate membership for scurvices
without enjoying the rights of voting, As agriculture includes
animal husbandry, fisheries, and farm forestry, involvement of
the bigger farmers in the service societies might be beneficial
in some directions -= as for example in processing and marketing
of milk if a Rural Milk Servica Organization is set up in a2
particular arease®

2+ The_FSS: Bidadi*

The FSS, Bidadi, was the first FSS to be registered in the country.

It was sponorsed by Canara Bank and registered in June 1973,

The authorized share capital of the Sobiaty was Rse2,05,000, made
up of 10,000 'A' class shares of Rse10 sach, 100 'B' class shares of Rs.1000
each, aﬁd 5000 'C' class sharss of Reesl each, 'A! class share were allotted
to individual members above the age of 18 years, 'B' class shares were
allotted only to the state government, and 'C' class shares to nominal
ﬁembera. 'A* class shares were divided into two p;rts; the first part
included those who were identified as small farmers, marginal farmers, and
agricultural labourersj in the second part were included all other individual
members holding 'Af class sharess No fixed number or proportion was reserved
for part I or II types of sharss. Thus, the original recommendation of the
National Commission on Agriculture that only small and marginal farmers,
.agricultural labourers, and village artisans should be members of the FSS

was not taken seriously, and Wother™ category of farmers were given equal

# Extract from Galkwady 1977, pPpe395~428,
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opportunitics to become membe®s of the FSS,.

The management of the offices of the Society vestsd in the board of
directors consisting of thirteen members. Each diractor was to remain in
offiee for a period of thrge yearse The constitution of the Board was as

followss

A} Nominated Members
1) Ffour officers are to be nominated by the Registrar of Cooperative

. Societies,
i1i) Qne nominee is of the financing bank,

8) Elected Members
i11) Five members are elected by the gensral-body from among

individual members holding 'A' class shares and included

in Part 1 of the list of members maintained by the Society,
iv) Two are elected by the general-body from -among individual

members holding 'A' class shares and included in Part I1I

of the 1ist of members maintained by the Socistys

C) Ex-officic Members

v) One managing director is appointed by the board with prior

approval of the finanecing bank.

The firet board of directors wes to be nominated by the Registrar
Cooperative Societies in consultation with the financing bank, and this
board was to remain in office for a period of three yearse In doing so,
the Registrar was ordinarily expected to follow rules for the constitution
of the board as mentioned abayes The first managing director was also to
be appeintad by the Rggistrar of Cooperative Societies in cansultation with

the financing banke
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The Farmers! Service Society, Bidadi, more or less Folloméd the model
envisaged by the Naticnal Commission on Agriculture. The only,change was that
its membership was not limited only to small and marginal farmers, and agricul-
tural labourers as suggested by the Commissione There were no restrictions
on other farmers joining the Society and having voting rights, In the 13-
member board of directors, répresentatives of small farmers were in minority,
their number being only five. Incidentally, the Commission did not emphasize
that the management of the.society should be purely in the hands of small and

marginal farmers and landless labourers.

According to bye=laws, the first board of directors was naominated by the
Registrar of Cobperative Societies for the first three years, Under “Elected
Members, Part II“'categary, he nominated five members. Two Df these belonged
to scheduled castes, and were marginal farmers, lTHe remaining three members
from this category were small farmers only in the technical sense df the term,
elnce landholdings on their individual names were smalle, However, all the
three were reported to be very well-off, and politically influential, The two
other members under "Eloncted, Part II% category also were wall=off persons,
The six nominated members on the Board weres 1) Assistant Registrar of Coop-
erative Societies, 2) Assistant Oirector of Agriculture, 3) Assistant Director
of Animal Husbandry, 4) Block Dsvelopment Officer, and 5) Manager, Canara
Bank, Bidadi branchs The fMlanaging Oirector, the sixth member, was the

px=-0fficio member of the Board,
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The first three-ysar term of the Board came to an end on June 6, 13976,
after which, it was given an extension of six mcnthse This was to be followed
by an elzction, However, thec plectioun did not take places On Septembcr 24, 1976,
by a gazettee notification the Government of Karpataka reduced the area of
operation of the Bidadi Farmers! Service Cooperative Society. The notificetion
set out certain norms to be followed by the sccietiese These weres

a) The society should cover a population of about 10,000,
i.eey about 2,000 Families.

b) 1t should have a lending potential of Rs.34 lakhse

o} It should cover 10,000 to 15,000 acres of dry land
and five to eight thousand acres of wet lande

d) The area of opsration should be, as far as possible,
within the radius of ten kilometers from the hsadquarters
af the societys

e) There should not be any overlapping in the area of
operation of the co—operative society, :

Accordinglyy, from Spetember ‘24, 1976, the area of operation of Fss;
Bidadi, uaé reduced from 15 village panchayats covering 50 villages to nine
village panchayats covering 36 villagess The change in jurisdiction of the
FSS was made by the Registrar of Cooperative Socigties in sxercise of his
powers under the Karnataka Cooperative Societies Act of 1959, The reason
given for this change was inadequacy of resources cf the society in meeting
the requirements for agricultural production and consumption ﬁurposes of the

weaker secticns of the population, and for distribution of seasonal inputse
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After this change in the jurisdiction of the society, the Registrar

of Cooperative SUciEﬁies ohce apain nominated membters for the Becard of Directors
fFor a three-=year term. Thus, jnstead of Firsﬁ three years, the Sociesty would

not be managed by the nominess of the Registrar of Cocperative Societijes for

a totzl period of six and a half years, In the neuw Baafd of Directors under
“*Clected Mambers, Part I¥ cateqary, all the earlier members, except one scheduled
caste member, were again nominateds The previous scheduled caste member was
replaced by another scheduled caste member. Under Part II category, two new

members were nominateds The rest of the members (government functionariss and

bank cfficialg) were the same &s in the firat board,

The bys~laws and ruless of the F55 did not prbvide for any geographical
juriadiction of each slectsd member of the Board, However, there emerged an
informal understanding among the members of ‘Eleqked' category regarding village
panchéyats falling under the ¥jurisdictior™ of each of thems There was an
infarmal arrangemsnt under which each "Elected* category member of the board
scrutinized and processed loan applicationsg of the FSS members belonging to
village panchayats under his jurisdigtion, This Informal zonal distribution
of work resulted in demarcation of Winflusnce zone® for each Yglected™

category member,

The Society had a managing director, a manager, two clerks, two attend-
ants, one driver, and one cleanar. In addition, there was a technical cell

which consisted of one agricultural extension officer and two village level
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workerse The managing director was an employee of Canara Bank and had been
deputed to the FSS. His salary was paid by the banke. The three employees

in the technical cell belonged to the Agriculture Department of the state
. government, and were on deputation to the FSSe Their salaries were paid by
the state govermmente The main function of ths technical cell in the socilety
wae to assess the oredit requirements of the members, help them to get credit
and also take active role in the recovery of loanss The Socisty paid salaries

of the remaining staffe.

3e Perforﬁance

As on August 31, 1976, about 70 per cent of the total fzmilies (7500)
wers naot even registersd as members of FSS. Gimilarly, from the estimated
number of 1200-1300 familiss belonging to scheduled castes/tribes, about 70
per cent of the families were not enrolled. Percentage enrcllment of small
and marginal farmers and agricultural labourers (who were eﬁtiﬁled to SFDA
subsidy and other special benefits) out of their tctal reported number was 42

22 and 4 respectively;

Net all those who were enrolled as members of the society asked for
or received services of the society. Out of the 2388 members as on Dctober
1976, 881 {(about 37 per cent) did not receive any loan or help at any time
from the society, About 20 per cent of the small farmers (only 42 psr cent
of total small farmers were enrolled) did not receive any loans or services.
Similarly, about 36 per cent of margimal farmers, 73 per cent of agricultural

lebourersy and 40 per cent of Wothers™ did not receive any loans,
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It couldy thusy be seen that out of 7500 farm families only 1507 members,
iseey about 20 per cent of farming families of the region received some benefits

from the society during the four—year periode

The list of objectives of the society was very long and covered a wide
range Of activitiese However, in its first four years' of its existence, the

soclaty had concentrated cn the following activitiess

a) Providing short-term crop loansj

b) Providing medium=term loans for sheep rearing, seri=
culture, Irrigation wells, and pumpsets}

c) Trading in essential consumer items, namely kerosene,
sugar, faodgrains, and cloth (nam—controlled and controlled);

d) Input distribution (sale) of fertilizers, seeds, implements,

pesticides and insecticides, and other agricultural chemicalsy and

v

e) Custom hiring of tractor.

The FSS's short~term loans covered only 5,11,8 and 12 per cent of the

amall and marginal farmers of the region in 1973, 1974, 1975, and 1976 respectively.

Out of the total number of small and merginal farmers and agricultural
labourers in the region (3245), only 1194 (37 per cent) were membsrs, (Out
of these 3245 total number, and 1194 members only 313, 1.e2s4y Only 9,6 and

2642 per cent respectively received medium term loans from the societys)

Thus, the total loan amount extended by the society in the region

during the period 1973=76 came to Rs437,71,517 out pf which 73 per cent
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was short term loang, 20 per cent long term loans, and 7 per cent was for
scheduled rcaste/tribe members. Considering the fact that there wers 7500

farm houseshelds, the average loan extended for the four-year period was
R54503, Or Rs«126 per year per farm familys Area under cultivaticn was

29502 acrese. The total loan extended spescifiéally for agricultural puracsass
was R6430,59,767 and Rse37571,517 (Rs+4,43,000 sheep loan + Rs.2, 68,750
scheduled caste/tribe loan)., Thus, the average loan per acre for agricultural
purpasas during thé four year period was Rs,107; ang per acre per year only

Rse27a

The two other major activities of the society were trading in consumer
goods like cloth, foecdgrains and kerosene, and sazle of inputs, namely fertili-

zers, seeds,implements, pesticides, insecticides, and other chemicals,

r
The society sold cloth (both controlled and nan-controlled varieties)
worth Rs.1448 lakh in 1974=75 and worth Rs.1438 lakhs in 197576, It also

- 80ld kerossne and foodgrains worth Rs.0.85 lakh during 1975-76,

~ During the period 1973=74 to 1975~76, the society sold inputs worth
Rse19 lakh out of which fertilizers accounted for Rs.17.6 lakhe Seeds,
implements, pesticidas, and chemicals accounted for only Rs.te4 lakhe
The sale of inputs increased rapidly from Rse04935 lakh in 1973~74 to Rs.7.15-
lakh in 1974=75 to RsSe10492 lakhs in 1975-76s The sale of inputs was linked

with the disbursal of crop loans,
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‘The society made prcfit on its trading activities. The total gress

profit from trading account during 1973=76 was about Rse.1.03 lakh,

44 Profit and Loss Account

According to the profit and loss accounts for 1973-74, 1974=75, and
1975-76, the society sufferad a net loss of Rse39,164447. I1ts total income
was Rse¢3,32,298,77 Its major sources of income were interest on loan from
members (46 per cent), gross profit from trading (31 per cent), and subsidy
from governmenf (15 per cent). Discount and commission from input supply
companies, and income from other sources accounted for about four per cent
eache There was a negligible income of 0414 per cent from agro-service
(tractor) unite Thus, the society earned a major paft of its income by
activities pursued by those who become rich in rural areas; namely by money
lending and tradinge Added to these was the subsidy prouideé by the govern—
ments The only non~traditional activity was agro=service unit which, instead

of making a profit, suffered a net loss Of RS443,513.,614

During this period, the society's total “expendituref was Rse3,71,463424,
The major heads of expenditure were: salary, establishment, etc. = 29 per cents
interest paid to the bank = 59 per centy and loss in tractor unit about 12
per cents The total interest on loan recseived by the socisty from its members
was RSe1452,169444, while the soclety paid 36.2,19,828.46 as interest to the
banke Euen though the interest rate charged by the society to its members

was greater than that charged to it by Canara Bank, the Society did not make
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any profit on interest account in the three=year period.

About the viability of the FSS, Bidadi, follouwing observations could

be mades

1) During this period, the society incurred a net loss of Rse39,164,47,
On tractor accaunt alone it incurred a net loss of Rs.43,383.80, in spite of
a subsidy of Rs.234,160 from the SFDA. If it had not taken up the éctiuity of
tractor seruiqe and had not received any subsidy from the SFDA, its loss would

have bsen reduced to Rss18,340.67,.

2) 1f it had not received eny subsidy from the government (for tractor,
managerial cost, otce) which amounted ta Rs.48,871 and continued all its
activities, its net loss would have been Rs.8B,035,47. In the absence of

tractor unit activity, the loss would be Rs.44,052.,47, '

3) The salary of the managing director and the staff in the technical
cell {one agricultural extension officer and two VLWs) were paid by ths bank
and the state government respectively, O0n a rough estimats, the total salary
including allowances and benefits of these four persons Quuld be about Rs«4000
a month, i.es, about Rse1,44,000 for the three-year period; If¥ the society
was required to pay the salariss of these four persons, its loss wauld amount
to R5.2,32,035,47 In the absence of tractor unit the loss would coﬁe down

to Re.1,88,052,47,

4) As on August 31, 1976, the share capital from members was Rse2,47,501,

from the government, Rs.30,000, and from the SFDA, Rs.6160. The above
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tentative estimates of net loss indicate that if the society had not received
any subéidy from the government on salaries of staff and other accocunts, and
continued its tractor unit activity, its net loss of Rs42432,035,47 would have

more or less wiped sut the members' share capital of Rse2;41,501,

Se Self Appraisal

The society, espscially its managing director, was quite concious of
the achievements and 1imitationé of the society, as could be seen from the
follocwing abstracts taken from various documents and reports prepared by

the managing director from time to time,

WIf the performance of the socilety is measured in relation to
the area of jurisdiction, it is not satisfactoryy if msasured
in relation to the other financing institutions in the area

of jurisdiction of the society, it is satisfactorys and if
measured in relation to the help it has given to small farmers
it is very satisfactory."

In an other document, it was observedt

®The society has besn functioning for tha past three years

and has discharged its responsibilities to the community

in satisfactory manner in terms of its objectives and goals

in a very commendable way in comparison to what has been

done for the community for the past decade and to astronomical
heights in relation to the ccoperation and guidance received
from the different govermment agencies and officers who are

on the Board of Directors of the Society, and the attitude
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of the financing Bank towards the Society,™

"The Society has disbursed credit of about Rs.25
lakh to 1700 members of the saciety, The coverage
is not at all sufficient to transform the society
into a viable upit as we have to depend solely on
the income gencrated out of landing for meeting
the establishment costs, etce The society -

has cresated awarensss in the community and this is

bound to result in mass participatione"

Yghat cooperatiue movement and the government
extension agencies have not achieved in a decade,
the society has been able to establish and achisve
with a certain degree of success, This can be .
judged from the increase in transactions and
turnover from Rs.9 lakhs to Re,34 lakhs to Rse55

lakhs in three years! time,"

“The Society has not received any guidance from

the govermment officials who are on the Board in
coordinating programmes, etce They have aluways

shown a tendency to be indifferent to promotion

or exscution of any programmes. They try to find
faults, but claim credit for the success of programmese
The programmes of the society are formulated and worked
out by the team of extension staff in consultation with

the local village leaders and Directors,?
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