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Uniti 1
Panchayat Raj Institutions (PRISs)

Learning Objectives:
After completion of this unit, you should be able to:

1 Explain the concept &fanchayati Raj Institutions

1 Understand the historical backdray evolutian, structureand functions of PRIs

1 Differentiatethe structure and functions tife three tier system of Panchayati Raj
Institutions in India

Structure:

1.1 Introduction

1.2 Evolution of Panchayati Raj Institutions (PRIS)
1.3  Structure of Panchayati Rastitutions (PRIS)

1.4  Functions of Panchayati Raj Institutions (PRIS)
1.5 Salient Features of #onstitutional Amendment
1.6 Self Assessment Questions

1.7 LetUsSum Up

1.8 References

1.1 Introduction:

A very significant influence over the ysaon Government and public leaders in
regard to development of rural local sgtivernment has bedhe philosophyof
Mahatma Gandhi, the father of the Indian natiwho advocated the reval of the
traditional panchayatso thatGram Swarajcan become &eality. In his writings

and statements he drew attention of the people and government to the urgent need
for building panchayats as instrument for the gozece of the country and
rebuilding the village as sediufficient and selfeliant entities withthe village
panchayat playing the central role in encouraging and supporting prodactve

creative activities among thgeople. According to him, greatthe power of the

Odisha State Open University, Sambalpur Page 3



panchayat the better for the people as true democracy has to work from below by

the peopleof every village Panthayat Raj approach thus became the objective

local self-government in India.

The Community Development Programme (CDP) 1952 and the National
Extension Service was introduced in 1953 to implement Community
Development Pragmme. The introduction of the Community Development
Programme (CDP) in 1952 was a major step for bringing about economic
development and social welfare in rural India. For this, it was considered
necessary to develop adequate administrativeugsetwhich could promote
peopl® svelfare and cope with the problems of development at the local level.
The National Extension Service (NSE) followed the Community Development

Programme through which the CD programme was sought to be implemented in

the newlycreated Bl ock 6 consisting of a number of vi

The rational and philosophy of these programmes were to implement the socio
economic development programmes by the people under the guidance and

financial assistance tiie government.

The Planning Comnssion strongly advocated making tlpanchayats as the
nucleus of the planning and implementation of schemes of the Community
Development Programme and the National Extension Service, and suggested steps
for reorganizing the administrative agt so as tayalvanizepublic opinion and
develop the spirit of selielp andocalinitiative of the people.

1.2 Evolution of Panchayati Raj Institutions (PRIS)

0] Balwant Rai Mehta Committee

The National Development Council appointed a Committee on Plan Pragects

look into this problem. This Committee appointed a study team in 1956 under the
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Chairmanship of a senior legislator, Balwant Rai Mehta, to review critically

Community Development Projects and National Extension Service and suggest =R

measures needed for fafting economy and improving efficiency in their s

i mpl ementati on. The team was also asked to
community development movement has succeeded in utilizing local initiatives and

in creating institutions to ensure continuity in fhecess of improving economic

and social conditions in rural aréas

To sum up, the basic principles emphasized by the Commitee
1. There should be a threéer structure of local seljoverning bodies from
the village to the district, with organlmkage among them well defined
and practical.
2. Adequate achinistrative powers may be eusted to these bodies to avoid
excessive state control.
3. There should be real transfer of poveed responsibilities to them soat
they can discharge their des effectively.
4, Adequate resources should be transferred to the new bodies to enable them

to discharge their responsibilities.

5. All developmental programmes should baplementedthrough these
bodies.
6. The system evolved should aim at further detioh and dispersal of

responsibilities in future in the real sense.

7. State Government should not duplicate their functioning.

After acceptance of these recommendations by the National Development Council
(NDC), the State legislatures passed legislatitmn create these bodies in their
states. Different States created different types of structures keeping in view the
existing structure as well as the requirements of the states. These legislations
provided for development of districts as the main unimuBaneously, these
bodies were given enough powers not only to raise resources but also to

requisition the machinery at the district and lower levels to implement
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development plans of Panchayat Raj Institutions (PRIs). The idea of

decentralization was amgareiterated in the Third Fiv€ear Plan and it was

proposed that the States should formulate their annual plans, at least in the

following activities on the basis of district and block level plans:

1. Agriculture, including minor irrigation, soil consexon, village forests,
animal husbandry, dairying etc.;

Development of cmperatives;

Village industries;

Elementary education, especially provision of school buildings for local
communities;

5. Rural water supply, programme of minimum ruralesmities, including
construction of approach roads linking each village to the nearest road for
rail head; and

6. Works/programmes for fuller utilization of manpower resources in rural

areas.

(i) Ashok Mehta Committee

During the same period, another cuoittee, headed by Ashok Mehta, was
appointed to inquire into the working of the Panchayat Raj institutions and to
suggest measures to strengthen them so as to enable the decentralized system of
planning and development to be effective. Ashok Mehta Conenitét that
development work in future needs intricate designing and greaterdatation,

which would be unwise to attempt at the State level. It also suggested that district
planning unit consisting of a professionally qualified team should be pladed wi

the ZP.

The Ashok Mehta Committee concluded that, N a
past have conspired to undermine the PanchayatstReajtures and make them
ineffectiveo. I n fact, ARExcept i n Maharashtr
merely given a opportunity to take up planning or implementation work on a

si zeabl e scal eo.
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The Planning Commission again sep a Working Group on district planning

under thechairmanship of C.H. Hanumantha Rate Working Group submitted

its report in 1984, recommedi ng t he O0stages approachdé to
Seventh Plan document (198B) reaffirmed its faith in the process of
decentralization and resolved to follow the process on the lines suggested by the

Rao Committee. In 1985, the Planning Commissippointed a committee under

the chairmanship of G.V.K. Rao to review existing administrative arrangements

for rural development and to suggest appropriate structural mechanism to activate

PRIs.

PANCHAYATI RAJ: A HISTORY
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In 1986 appeared the L.M. Singhvi Committee Report submitted at the instance of

the Ministry of Rural Development. After tracing the growth andettgymentof

democratic decentralization,

the Singhvi Committee resurrected the nearly

forgotten Gram Sabhapmprisingall the inhabitants of a village and called it as

the embodiment of direct democracy.
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(iv)  Sarkaria Commission:

The Sarkaria Commissioan CentreState Relations (1988) did not favour the

idea of L.M. Singhvi Committeeecommendation® confer constitutionastatus

to the PRIs. The Commission advocated that the power of enacting any law on the

Panchayats vests with States. Uniformitythese aspects of the law throughout

the territory of India is essential. The uniformity can be secured by adopting in the

following order of preference any of the alternatives given below.

) By law with respect to this matter made by all the State Lagiss in
accordance with a model bill prepared on the basis of consensus at the
forum of the InterState Council, recommended by us to be established
under Art. 263.

(i) By a law on this subject made by Parliament under Art. (2%2vith the
consent oflie Legislatures of all the States.

(i) By a parliamentary law uniformly applicable throughtndia containing
provisions aalogous to Articled72 and 174 of the Constitution.

1.3, Structure of Panchayati Raj Institutions (PRIS)

Hitherto, the questio of decentralized planning has been restricted to one of
planning techniques but it needs to be extended to the whole process ef socio
political changes. The electorate, electegpresentatives and the bureaucracy,
have to jointly create an environmentndocive for these institutions to take
roots. As the economy develops and the functions of government expand, it is no
longer possible for the centraligance cluster to deal with all the da@yday
administrative problems and to meet the critical situesti which are constantly
arising. It is generally recognized that too gr@abncentration of power with the
central guidance cluster causes delay, increases oedtsied efficiencylimits
initiative, discourages innovation and causes the clustelf tisebecome a

bottleneck in the process of development. Hence, there are at least six areas where

Odisha State Open University, Sambalpur Page 8



local government empowerment is sought to be achieved through constitutional

meansoae:These

) Typology and &e,

(i) Electoral representation,

(i) Institutional existence and autonomy.
(iv)  Local functions,

(v) Local finance, and

(vi)  External accountability.

Whil e 6ésoci al audit and transparencyo i

evoking peopl ebs partici puddtsuppor finantidie 1 nst i

and administrative devolution of power. While rural development necessitates
decentralization, political compulsions, many a times pull towards centralization.
Political parties in power are always uncertain of their position. Sotdmel/to

resist and resent any attempt at setting up of local organizations outside their
control. The Central and State leaderships look with suspicion at the emergence of
any strong decentralized institutional political leadership and hence evolve ways

and means of controlling theopver and authority of thiecal government.

1.3.1Structure of the Threetier System of Panchayati Raj in hdia

1. Village Panchayat:

In the structure of the Panchayati Ragtitutions the village Panchayat is the
lowestunit. There is a Panchayat for each village or a group of villages in case the
population of these villages happens to be too small. The Panchayat chiefly
consists of representatives elected by the people of the village.

As regards the principal functionserformed by the Village Panchayat, they
include maintenance of roads, wells, schools, burning and burial grounds,
sanitation, public health, libraries, reading rooms, community centre etc.

The Panchayat also keeps records of births and deaths. It mek&essary

provisions for the promotion of agriculture arahimal husbandry, cottage
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industries,co-operative societies etc.The minor disputes among residents of

village are also settled by the Village Panchayat.

It seeks to ensure a minimum standard otivation for raising agricultural
production. In addition, the Panchayat also acts as the agent of the Panchayat

Samiti in executing schemes of development at the village level.

2. Panchayat Samiti :

The Panchayat Samiti is the second tier of the Pandhdyaj System The

Balwant Rai Mehta Committee pert hal envisaged the Samiti as single

representative and vigous democratic institution to take charge of all aspects of

devel opment I n rur al areas. The Samiti, accol
area large enough for functions which the village Panchayat cannot perform and

yet smal | enough to attract the interest and
Usually a Panchayat Samiti consists of 20 to 60 villages depending on area and

population. The average popudat under a Samiti is about 80,000 but thage

is from 35,000 to 1,00,000. The Panchayat Samiti generally consists of (1) about

twenty members elected by and from the Panches of all the Panchayats falling in

the block area; (2) women members and one mneerebch from the Scheduled

Castes and Scheduled Tribes to beopted, provided they do not get adequate

representation otherwise; (3) two local persons possessing experience of public

life and administration, which may be beneficial for the rural devetopm(4)

representatives of the -@perative working within the jurisdiction of the block;

(5) one representative elected by and from the members of each small

municipality lying within the geographical limits of a block; (6) the members of

the State and tlon legislatures representing the area are to be taken as associate

members.

The presidentof the Panchayat Samiti is thegaBhan, who is elected by an
electoral college consiag of all members of the Panchay@amiti and all the
Panchayes of the GranPanchayat failing within the areas. Besides the Pradhan,

the UpPradhan is also elected. The Pradhan convenes and presides over the
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Panchayat Samiti meetings. He guides the Panchayats in making plans and

=

carrying outdevelopmenprogrammes.

He ensures thenplementation of the decisions and resolutions of the Samiti and
its Standing Committees. He exercises administrative control oveBltek
Development Officer (BDO) Yikas Adhikariand his staff. He is a member of the
Zilla Parishad by virtue of hisfiice as a PradhanHe is the exofficio Chairman

of the Standing Committees of the Samiti.

As the Chief Executive Officer of the Panchayat Samiti, the Block Development
Officer (BDO) is entrusted with the responsibility for implementing the
resolutions bthe Samiti and its Standing Committees. He prepares the budget of
the Samiti and places it before the Samiti for approval. Preparing the annual report
of the Samiti and sending it to the Zilla Parishad and State Government also
comes within the purviewfdis responsibility. He is accountable to the President

of the Samiti for his actions.

The principal function of the Panchayat Samiti is teoodinate the activities of

the various Panchayats within its jurisdiction. The Panchayat Samiti supervises
thework of the Panchayats and scrutinizes their budgets. It also reserves the right
to suggest measures for improving the fungtig of the Panchayats. The S&mi

is charged with the responsibility of preparing and implementing plans for the
development of griculture, animal husbandry, fisheries, small scale and cottage
industries, rural health etc.

On the face of things it may appear that the Panchayat Samiti enjoys enormous
powers. But the reality is something different. It has no independence in
instituting special programmes or development projects of its choice. It simply

carries out the directives of the State Government pertaining to specific projects.

Furthermore, the primacy of the netected members of the Samiti over the
elected members amounts & mockery of democracy so far as democratic

decentralization is concerned. Despite all these it cannot be gainsaid that the
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Panchayat Samiti serves as a launching pad for the political leaders for higher

oSO

responsibilities at the district and stadeds.

3. Zilla Parishad:

The Zilla Parishad stands at the apex of the thegestructure of the Panchayati
Raj System. Generally, th&illa Parishad consists of representatives of the
Panchayat Samitiall the members of the State Legislature and the Parham
representing a part or whole of the district; all district level officers of the
Medical, Public Health, Public Works, Engineering, Agriculture, Veterinary,

Education and other development departments.

There is also a provision for special repreggoh of women, members of
Scheduled Castes and Scheduled Tribes provided they are not adequately
represented in the normal course. The Collector is also a member of the Zilla
Parishad.

The Chairman of the Zilla Parishad is elected from among its membieree is a

Chief Executive Officerof the Zilla Parishad. He is deputealthe Zilla Parishad

by the State Government. There are subject matter specialists or officers at the
district level in all the states fararious development programmes.

The Zilla Parishad, for the most part, performs-ardinating and supervisory
functions. It coordinates the activities of the Panchayat Samitis falling within its
jurisdiction. In certain States the Zilla Parishad also approves the budgets of the
Panchayat Samitis.

The Zilla Parishad also renders necessary advice to the Government with regard to
the implementation of the various development schemes. It is also responsible for
the maintenance of primary and secondary schools, hospitals, dispensaries, minor

irrigation works etc. It also promotes local industries and art.
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The finances of the Zilla Parishad consist of the grants received from the State

Government and share among in the local goverrsnent

Panchayatiraj — Lo

‘ Village
Level

Gram Panchayat

Panchayat samithi

Formed by elected
members and have

members of Lok Sabha
and MLA of the
district.

Zilla Chairperson

Formed by Gram
Sabha

Elected by Panchayat
members

Headed by Sarpanch |

Structure of the Three-tier System of Panchayati Raj in India

Source www.slideshare.net

14. Functions of Panchayati Raj Institutions (PRIS)

POWERS AND FUNCTIONS OF GRAM PANCHAYAT
Primary Functions:
The Panchayat Act specifies the functions, powers and duties of the Gram
Panchayats. A Gram Panchayat shall profade
1. Sanitation, conservancy and drainage and the prevention of public
nuisances;
Curative and preventiv@easures in respect of any epidemic,
Supply of drinking water and disinfecting the sources of supply and
storage of water;
The maintenance, repair, congtiion and protectioof public streets;

The removal of encroachments of public streetsulnlic places;
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The management and care of public tanks;

Organizing voluntary labor for upliftment of its area;

6

7

8. The control and administration of the Gram Panchayat Fund,

9 The imposition, assessment and collection of the taxes, rates or fees;
10.  The maintenance and control of Dafadars and Chowkidars;

11. Administration of Nyay Panchayat, etc.

Other Functions assigned by the State Government

A Gram Panchayas to perform such functions nespecof:

1. Primary, Social, technical, vocationatjult or noAformal education;

Rural dispensaries, health centers, maternity and child welfare centers;
Management of any public ferry.

Irrigation;

Growmorefood campaign

Rehabilitation of displaced persons;

Improved breeding of cattle

© N o g s~ w D

Bringing waste land under cultivation through land improvement and soil
conservation;

9. Promotion of village plantations, social forestry and farm forestry;

10.  Arranging for ceoperative management of land,;

11.  Assisting the implementation of lamefform measures;

12.  Rural housing programs;

13. Rural electrification;

14.  Women and child development;

15. Implementation of such other schemes as entrusted to the Gram

Panchayats by the Government, etc.

Optional Functions:
A gram Panchayat may makeopisionfor:
1. Maintenance of lighting of public streets;

2. Planting and maintaining of trees on the sides of public streets;
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The sinking of wells and excavation of ponds and tanks;

The introduction and promotion of cooperative farming and ensegri

The construction and regulation of markets;

o g &~ w

The promotion and encouragement of cottage, khadi, village and- small
scale including food processing industries;

The destruction for rabid or ownerless dogs;

The disposal of wunclaimed cattl eds;
The construction and maintenance of dharmasalas, rest houses, cattle sheds
and cart sheds;

10. The establishment and maintenance of libraries and reading rooms;

11. Promotion of dairyfarming and poultry;

12. Promotion of fishery;

13.  Cultural activitiesncluding the sports and games;

14.  Social welfare of the handicapped and mentally retarded;

15.  Welfare of socially and educationally backward classes;

16. Maintenance of community assets.

Functions of Panchayat Samiti
The Panchayat Samiti meets r&gular intervals to take stock of the
activities and discuss developmental matters of local interest. Broadly, the

functions of the Panchayat Samiti can be classified as:

1. Delegated function,
2. Community development function, and
3. Supervisory functins.

1. Delegatedfunctions: The delegated functions include implementation ard co
ordination of policieof developmenas determined by the state governmérns
through theSamitis that the state government implements the developmental

projects in he grassoot level and associates the people with such activities.
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2. Community Development Function: The function of community

oSO

development include the planning and implementation of social welfare programs

especially in the field of
1 agriculture,

9 irrigation,

1 cottage and small scale industries,
1 co-operatives,

1 education, etc.

Through this programme the Samiti gets a chance to tackle the peculiar problems
of the area and provides an opportunity to experiment developmental projects for
the area.

3. Supervisoy Functions: The Panchayat Samiti has another very important
function of supervising the work of the Gram Panchayats within the block. It may
also examine and modify the budget of the Gram Panchayats.

This mid level unit of Panchayat Raj system worksrasmstrumenbf democratic
decentralization of power. The seeds of developmental projects in the rural sectors
are actually shown through these bodies which work as a link between the other

two tiers of the system.

Functions of Zilla Parishad:

Zilla Paridhad is located at the apex of the Panchayat System at the district level.
It consists of the Chairman of the riehayat Samities as esfficio Members,
M.L.As, M.Ps. of the area. Representatives of women, scheduled castes and tribes
and backward class are-opted as members.

The representatives of -@perative societies in the arklge co-operative central
bank and marketing society are nominated to Zilla Parishad to act as official
members. The chairman and \iceairman are elected by the Chairman of
Parchayat Samitis in the district.

Functions:

The main functions of the Zilla Parishmay be categorized as

1) Development, P Civic, 3) Welfare, 4) Coordinative, 5) Supervisory, 6)

Financial and 7) Advisory.
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1. Development Functions The developmental fiction includes looking

oSO

after developmental work in the district and secures the execution of

developmental projects and other activities in the blocks under the district. The
problems and difficulties arising out of the execution of the projects aresdestu

at the apex body which finds out ways and means to solve them through
negotiation with the state government.

2. Civic Activities: Construction and maintenance of public roads, bridges,
culverts, parks and water supply system come under the cividtiastiof Zilla
Parishad.

3. Welfare Functions: Establishment of markets, running of public
libraries, dispensaries, public health and family planning centers, providing relief
in times of calamities is some examples of its civil welfare activities.

4. Coordinative: The Zilla Parishad also works as the chief coordinafo

the activities of the Panaljat Samities in the block level. It is through the blocks
that the districts prosper. Therefore the Zilla Parishadslowate and consolidate

the developmentarojects in the block levels.

5. Financial Functions: It has financial functions also It examines and
approves the budgets of the Panchayat Samities and distribots to them. It
exercises financial control over the Panchayat Samities and the Village
Panchayats.

6. Advisory Functions: By virtue of working with the other two levels of
Panchayati System it is in a position to advice the state govetrabeut the
activities to be taken up at the grasst level. The advice offered to the state
governmat in right earnest can ever be hardly overlooked or neglected.

15. Salient Features of 7% Constitutional Amendments

The provisions of the act were divided into two suparts:
1. Compulsory Provisionsi The compulsory provisions of the act have to be
included in the state lawsreating the new Panchayati Rays&em. These

provisionsinclude:
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Organisation of Gram Sabha:

1 Creation ofthreetier Panchayati Raj at District, Block and Village level.

1 All the seats in Panchayati Raj shall be filled by peoplesen by direct
elections from territorial constituencies in panchayat areas.
1 Minimum age for contesting for elections to panchayats is 21 years, for
fixedSy ear s 0 .
1 Reservation of seats for SC/ST in panchayats shall be in proportion of
their population
Reservation of women in Panchayats isto33%
Each state is to constitute a state election commission to conduct elections
and state finacid commission every 5 years to review financial positions
of the panchayats.
2. Voluntary Provisions The voluntaryprovisions may be included at the
discretion of the states. These provisiomdude:
1 Providing reservation for backward classes.
1 Giving voting rights to members of union and state legislatures in these
bodies.

1 Giving panchayats financial autonomy and posvto levy taxes, fees etc.

Salient Features of the 73' Amendment Act 1992
1 This means that all the persons registered in the electoral rolls of a village
is the Gram Sabha.
1 This is a village assembly consisting of all the registered voters in a
Village Panchayat.
1 The Gram Sabha functions are determined by the state legislature.
Establishment of 3tier Structure:
1 The act provides for the establishment of@e8 Panchayati Raj structure
at the state leveand this system iso be the uniform throughoubhe
country.
- Village Panchayat (Village Level)

- Mandal Panchayat (Panchayat Samitis at Block Level)
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- Zilla Parishad (District Level)

1 But, a state with a population not exceeding 20 Lakh may not constitute

Mandal Panchayat. It means the statéh & population less than 20 Lakh
may constitute only Village Panchayat and Zila Parishad.
1 Members of Rajya Sabha, Lok Sabha and Staterkly in district may

be included in the panchayat in whihe / she registered as an electo

Elections of Membersand Chairperson:

1 All the members of the Panchayats at all levels (i.e. Village, Mandal and
District levels) shall be elected directly by the people.

1 The manner and procedure of election of Chairperson at the village level
(Sarpanch or Presideng)determned by the state legislature.

1 The Chairpersons of Mandal Panchayat (Mandal President) atal Zil
Parishad (Chairman) shall be elected directly from amongst the elected
members.

1 A district (Zilla) is divided into number of ZPTCs (ll Parishad
Territorial Constituencies). AZPT member is directly elected by the
people. The directly elected ZPTC members from amongshsilges
elect the chairman of Ba Parishad.

1 Similarly, each mandal is divided into MPTCs (Mandal Parishad
Territorial Constituencies). AMP islected directly by the People. The
President of Mandal is elected by the MPTCs from antahgsmselves.

1 Hence, except the Zila Parishad Chairman and the Mandal President all the
members in the Panchaiy are elected directly.

Reservation ofSeats:

1 Resenration of seatdor SCs and STs (at all the 3 levels) shall be in
proportionof their populatiorto total population is panchayat area.

1 Further, state legislature shall provide for reservation of offices of
Chairperson in panchayat at all levels for SCs$insl.

1 Further, not less thar/3® of total no. of offices of Chairperson in the

panchayats at each level shall be reserved for women.
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Term of Panchayats:

1 The term of office is 5 years.

1 The office can be dissolved earlier before the completion of theiterm
accordance with the procedure prescribed by state law.

1 In case of dissolutigrelection should be conducted before éxpiry of
the 6 months from the dissolution.

1 A Panchayat that is reconstituted after premature dissolution shall continue
only for the remaiimg period.

1 Fresh election to the panchayats can be conducted before the expiry of the
term of 5 years.

Qualifications:

1 Article 243(@Q) provides that all persons who are qualified to be chosen to
the state legislature shall be qualified to be chas®ra member of a
panchayat.

1 A person who attained the age of 21 years is eligible to contest in the
Panchayat elections.

Disqualifications:

1 If a person is disqualified under any law for the time being in force for the

purpose of elections to the legislawof the state concerned.

If a person is disqualified under any law made by the state legislature.

No person can be disqualified on the grounds that he is less than 25 years
of age, if he haattainedthe age of 21 years.

1 All questions of disqualificatiamshall be referred to such authority as the
state legislature determines.

Powers, Authority and Responsibilities of Rnchayats:

1 Article 2439G) and 243 (ht The state legislatures confer on the
panchayats such powers and authority as may be necessabte them
to function as institutions of seffovernment.

1 The panchayats may be entrusted with the responsibilities of :

- Preparing plans for economic development and social justice.
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- Implementation of schemes for economic development and social

justice.

- With regard to the subjects that are mentioned in tHesthedule
of the IndianConstitution.

f Thus, the 14 schedule distributes powers between the state legislature and
panchayats.

- State legislature may authorize the panchayatkewy, collect and
appropriate taxeslutiestolls, etc.
- The state legislature can also assign to a panchayat various taxes, duties,
etc., collected by the state government.
- From the Consolidated Fund of the State Gramisd may be given to
the Ranchayats.
Finance Commission:

1 The State Finance Commission is constituted by the Governor every 5
years. It recommends about the division of net proceeds of taxes, duties,
tolls and fees leviable by the state may be divided between the state
government amh the Panchayats and how allocation would be made among
various levels of Panchayats.

1 The State Finance Commission also recommends about the-igraids
to be given to the panchayats.

1 The State Finance Commission submits the report along with the
memoradum of action takeron it to the Governor. The report of the
Finance Commission along with a memorandum of action takeit is
laid before the state legislature by the Governor.

State Election @mmission:

1 Article 243(K) provides for the constitution of &tate Election
Commission. The State Election Commissioner is appointed by the
Governor and vested with the responsibilities of :

- Superintendence
- Direction

- Control of elections to the panchayats
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- Preparation of electoral rolls.
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I The StateElection Commissioner can be removed in the same manner and

on the same grounds that of judge of a High Court.

1 The StateLegislature has the power to legislate on all matters relating to
elections to panchayats.

1 An election to a panchayat can be edlin question only by an election
petition which should be presented to such authority and in such manner as
may be prescribed by or under any law magéhe state legislature.

Exempted States and feas:

1 The President may direct the provisions of this slwall apply to any
Union Territory subject to exceptions and modifications as he specifies.

f The 73 amendment act is not applicable to the states of Jammu and
Kashmir, Meghalaya, Mizoram, Nagaland etc.

1 The actis also not applicable to Scheduled aneddribal areas.

1.6. Self Assessment Questions:

Check Your Progress- |
Note: a) Use the space provided for your answers.

b) Check your answers with the possible answers provid

the end of this unit.

1) Write in detail about the names of the coittees
constituted by Government of India to recommend on
PRI.

ANS.

Odisha State Open University, Sambalpur Page 22



2) When the Sarkaria Commission was constituted by Governme

India and why it was constituted?

AnNs.

3) Describe the structure of Three Tier system of

Panchayati Raj in India?

ANS.

1.7. Let Us Sum Lp:

The idea of local selfjovernment had existed in India even in ancient times. Even
if we accept its beginning as an organizational concept witid Ri pond s
resolution it is more than a century and two decades old. In its tumsiloaoeer

it has seen many ups and downs. In spite of a formal inauguration by the Prime
Minister Jawahadl Nehru in 1959, after the Bahmt Rai Mehta Committee
recommendation in 1957, these institutions could not take proper roots in the
country. Some othe scholars even declared that Panchayati Raj Institutions (PRI)
were like failed God. The Janata Government appointed the Ashok Mehta
committee to rejuvenate the PRIs. But th& a&d 74" amendment, which were
passed in 1992 and came into force in ApB94, have virtually revolutionized

the idea of local selfjovernmentoth in rural and urban by bestowing
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constitutional status on them. These amendments were passed in the light of the
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experience of the Loc&elf Governing Institutions in India. Théyave made a

sincere attempt to overcome the limitations faced by these institutions.

The beginning of the idea of decentralization in India as an organizational concept

can be traced to Riponds Resolution in 1882
0 i nt edassiofgpebhictspirited men in the management of rural areas under the

British rule. In the years to come district boards and taluka boards were set up

with nominated members to look after health, roads and education. But this effort

did not succeed in rking villages as basic unit of local s@lbvernment. A

resolution of 1918 restated that the objective ofgelfernment is to train people

in the management of their own local affairs. The District Board Act of 1922 led

to the reconstitution of the BoardThey were entrusted with the responsibilities

of road maintenance, tree planting, hospitals, schools and drainage etc.

1.8. References:

NCERT Publication : Indian Polity
NCERT Publication:Indian Economy
Johari J.C. Indian Polity

Pandg P.C: Rural Development in India

Maheswari S.A Local Self Govtin India.
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DesaiBasantA study of Rural Economy.
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Uniti 2
Participatory Development

Learning Objectives:
After completion of this unit, you should be able to:

1 Analyse dewlution of powers of Panchayati Raj Institutions
1 Describetherole of Panchayati Raj Institutions in Ruraldvelopment
1 Understand the process of evolution of participator development in rural area

Structure:

2.1 Introduction

2.2 Devolution of Powersf Panchayati Raj Institutions (PRIS)

2.3 Roleof Panchayati Raj Institutions (PRis)Rural Development
2.4  Evolution ofParticipatory Development

2.5 Self Assessment Questions

2.6 LetUsSum Up

2.7 References

2.1 Introduction:

The Panchayati Raj irindia generally refers to the system introduced by
constitutional amendment in 1992, although it is based upon the traditional
panchayat system of South Asia. The modern Panchayati Raj and its gram
panchayats are not to be confused with the edrestitutonal khap panchayats

(or caste panchayats)uind in northern India. The Parayjati Raj system was
formalized in 1992, following stues conducted by a number of Indian

committeeson various waydgor implementing more decentralized administration.

MahatmaGa n d h i advocated panchayat. raj as the f
system, as a decentralized form of government in which each village would be

responsible for its own affairs. The term for such a vision was Gram Swaraj
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(AVil |l -&ge& e Se & Btead of)it .Indid developed a highly centralized
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form of government. However, this has been moderated by the delegation of

several administrative functions to the local level, empowering elected gram
panchayats. There are significant differencestwben (1 the traditional
panclayati raj system, (2) that envisioned by Gandhi, and (3) the system

formalized in India in 1992.

In India, the Panchayati Raj now functions as a system of governance in which
gram panchayats are the basic units of local adminmtraiihe system has three
levels: gram panchayat (village level), Mandal Parishad or Block Samiti or
Panchayat Samiti (block level) and Zila Parishad (district level). It was formalized
in 1992 by the 78 amendment to the Indian Constitution.

2.2. Devolution of Powers of Panchayati Raj Institutions (PRIS)

Devolution is a form of decentralization which seeks to create independent level
of authority of government with functions and responsibilities. It is an
arrangement for central or state governmentgltoquish some of its functions to

the new units of government that are outside its control. This can be achieved by
providing for it in the Constitution itself or by ordinary law of the land. One of the
major reasons for the failure of the local sgf/ernment institutions in India has
been haHhearted devolution of powers to them. Thé'zhd 74' amendments

also contained provisions for the devolution of powers and responsibilities to rural
(Panchayati Raj Institutions) and urban (Nagarpalikas)l lse#-government
institutions. These amendments respectively provided that the panchayats at
village, block and district levels would have 19 subjects of rural importance as
listed in the 11 schedule and municipalities would have 18 subjects of urban
importance as listeth the 12" schedule. These amendments bestowed upon the
local seltgovernment bodieboth rural and urbathe responsibility to prepare

and implement a number of development plans based on the needs of local people.

They operationaliséhe concepts of spatial planning and micro level planning to
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facilitate decentralized socio economic development in India. With the help of

these powers the local self government institutions are supposed to promote

agricultural, industrial, infrastructuraand ecological development, poverty
alleviation and development of women, children, scheduled and backward castes.
These development functions are in addition to the obligatory functions such as
ensuring the supply of drinking water, street lighting,mtemance of schools and

hospitals etc.

The experience of the PRIs in different states of the country has not been the
same. The formal beginning was made when Jawaharlal Nehru inaugurated PRIs
at Nagaur in Rajasthan October 1959. The Rajasthan modelP#tls revolved
around the thresers, village panchayat, panchayat samiti and zilla parishad. The
panchayat samiti at the block level was the kingpin of the Bajasnodel. In
contrast to the executive role of tpanchayat samiti, the zilla parishadsreve
advisory bodies. Maharashtra and Gujarat followed a model in which zilla
parishads were nodal point of action as main units of planning, development and
administration. In Maharashtra, the zilla parishad executed not only the schemes
under Community Deslopment Programme but also a large portion of
programmes of various government departments. In Karnataka, thker
introduction of panchayatct of 1985, all functions and functionaries of
development departments were transferred to panchayati Raptinsst The
District Rural Development Agencies were merged with the Panchayati Raj
Institutions. To give substance to the idea of decentralization, the state budget of
Karnataka was split into two providing a separate budget for PRIs. The plans and
budges prepared by Mandal Panchayats could not be altered by Zilla Parishad or
state government in Karnataka. Similarly district plans of the zilla parishad could
not be touched by the state governmemtAhdhra Pradesh, the Zilla Parishads
endowed with limitd functions have shown encouraging results infible of
education. Even in Tamil Nadu PRIs have done a commendable job in the fields

of education, water supply, roads and nutrition.

Odisha State Open University, Sambalpur Page 27



The PRIs had been functioning in West Bengal,nidtaka, Kerala, Mahashtra,

Gujarat and Andhra Pradesh withryingdegree of success. But the experience in

the field of local self governing institutions gualitatively different after the 73

and 74" amendments beoe acts because they made pankentary democracy in

our country participatory in the real sen$bese amendments gave substance and
meaning to the local seffoverning institutions. These amendments removed the
bottlenecks from the paths of empowerment of the weaker sections of society like
the dalits, trilals and the women. Consequent upon the enactment of the act
almost all the states and union territories have enacted their legisiEations

to the PRIs havbeeen held all over theountry. The elections to PRils different

parts of the country havierought out some encouraging facts. Karnataka sends
maximum number of women to the PRIs followed by Kerala and Manipur. Uttar
Pradesh ranks the lowest in this regard. Empowerment of women has not been a
very smooth affair. There are instances of women neesnibeing accompanied by

their husbands or a male member of the family. Maharashtra and Madhya Pradesh
have earned the distinction of electing all women panchayatspibwvesion of
reservation of seats foBcheduled Casteand Scheduled Tribes has ensured

greater representation to people from these sections.

In many of the states local level functionaries of government departments have
been placed under the control of panchayats. The governments of Gujarat,
Karnataka and Kerala have passed orders to dffiect. h Madhya Pradesh
recruitment of school teachers have started at the block level and the powers of
evaluating their performance and confirmation have been transferred to the PRIs
at the block level. Rajasthan and Haryana witnessed strikes by dffie ct
veterinary and education departments against the move of the state governments
to transfer their services under the control and supervision of panchayats. The
Apex district level development ageneyDistrict Rural Development Agency
[DRDA] is in the stage of its merger with the PRIs in Orissa, MP and

Maharashtra. In Karnataka the merger was achieved way back in 1987. The
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government of Rajashtan has not baemavour of the merger. Instead it aims at

securing effective coordination between DRDA &ilth Parishad.

2.3 Role of Panchayati Raj Institutions (PRIS) in Rural

Development

India has been a welfare state ever since ihdependence and the primary
objective of all governmental endeavors has been the welfare of its millions.
Elimination of poverty, ignorance, diseases and inequality of opportunities and
providing a better and higher quality of life were the basic premises upon which
all the plans and bluprints of development were built.

According to Ministry of Rural Development (Govt.fo | ndi a) ARur al
Development implies both the economic betterment of people as well as greater

social transformation. In order to provide the rural people with better prospects for

economic development, increased participation of people in the rural denaglbp

programmes. Decentralization of planning, better enforcement of land reforms and

greater access to credit are envisagedo.

Initially, main thrust for development was laid on agriculture, industry,
communication, education, health and allied sectotddiar on it was realized

that accelerated development can be provided only if governmental efforts are
adequately supplemented by direct and indirect involvement of people at the grass
root level. Keeping in view the needs amdpirations of the local pele,
Panchayati Raj Institutions have been involved in the programme implementation
and these institutions constitute the core of decentralized development of planning
and its implementations. The Ministry is also vigorously pursuing with the State
Goverments for expeditious devolution of requisite administrative and financial
powers to PRI 6s '4Amemment Astafgtlee Constitutibe of 7 3

India.
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Rural Development

Development of rural areas has been at the core of planning process iarttrg co

and also in the State. Rural Development is a broad, inclusive term which takes in
its consideration socieconomic and political development of the rural areas. It
includes measures to strengthen the democratic structure of society through the
Panclayati Raj Institutions as well as measures to improve the rural infrastructure,
improve income of rural households and delivery systems pertaining to education,
health and safety mechanisms. Poverty alleviation is a key component of rural

development.

Gowvernment of India has taken many initiatives for rural development. For this
purpose it has setup the Ministry of Rural Development. This Ministry is a nodal
department for the two international organizations viz., the Cémtrimtegrated
Rural Developmeinof Asia and the Pacific (CIRDAP) and the Affsian Rural
Development Organization (AARDO).

The Ministry consists of the following three Departments:
1. Department of Rural Development

2. Department of Land Resources

3. Department of Drinking Water Sulyp

The Department of Rural Development implements schemes for generation of self
employment and wage employment, provision of housing and minor irrigation
assets to rural poor, social assistance to the destituteugaidoads. Apart from
this, the Depdment provides the support services and other quality inputs such as
assistance for strengthening of DRDA Administration, Panchayati Raj Instjtutio
training & research, human resource development, development of voluntary
action etc. for the proper imgrhentation of the programmes. The major
programmes of the deptt. of Rural Development are

1 PradharMantri Gram Sarak Yojana

1 Rural Housing
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1 Swarna Jayanti Gram Swarozgar Yojana
T MGNREGA etc.

The Five year Plans also included following features aimed atdavalopment.

Theseare:

€) Clear cut agricultural development

(b)  Animal husbandry, dairy and fishery development,
(c) Forestry including development of social forestry,
(d)  Agricultural research and education,

(e) Co-operation and credit,

() Rural devéopment and poverty alleviate

(9) Irrigation,commend area developmefibod control,
(h)  Village and small industries, and

) Employment, manpower planning

In April, 1978 Integrated Rural Development Progran(iRDP) was introduced
not only to intgrake all ongoing programmes pertaining riaral areas but to
launch a rigorous drive for eradioeg rural poverty and providing economic

benefitsto landless labourers, marginal farmers and gélartisans.

The major thrust of the Fifth Five Year Plan (0985) was on strengthening the
sociaeconomicinfrastructure of development in the rural asgalleviating rural

poverty and reducing regiondisparties.

The Ninth Five YearPlan hasfocusedon four important dimensions of State
Policy-quality of life, generation of productive employment, regional balances and
self-reliance. With the mukpronged approach adopted by the Ministry of Rural
Development in @easof employment through a wide range of programmes it is
hoped that adequate productive employmeititbe generated to eradicate rural
poverty which would lead to significantly better living conditions, Rural
development, thus, implies both the economic betterment of people as well as

greater social transformation.
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Increased participation of people irthe rural development process,
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decentralization and greater access, better enforcement of land reforms and greater

access to credit and inputs go a long way in providing the rural people with better
prospects for economic development. Improvement in welfaeasures like
education and health etc. constitute the social aspect of the rural development.
Eradicating rural poverty, increase in rural employment and productivity

constitutes the main tasks of such development.

The term o6rur al idawiderd conpatagon wiiich impliesuhe e d
integrated development of rural areas. Here the emerging focus is the human
development which strikes a harmonious balance between the individual, the
community and the country and which carried the planning tgridmsroot level

into the hands of rural people, the beneficiaries, who can meaningfully contribute

to its formulation and implementation.

2.4 Evolution of Participatory D evelopment

Participatory development seeks to engage local populations in desiop

projects. Participatory development has taken a variety of forms since it emerged

in the 1970s, when it was introduced as an i
approacho to devel opmentitgidahe poormparti f est ati on
in initiatives designed for theirbenf i t 06 i n the hopes that devel o
will be more sustainable and successful if local populations are engaged in the

development process. Two perspectives that can define Participatory development

are the ASoRerad pMotvievnemmtand the fAlnstitutional

The fASoci al Movement Perspectiveo defines par
people to eliminate unjust hierarchies of knowledge, power, and economic

distribution. This perspective identifies the goapafticipation as an empowering

process for people to handle challenges and influence the direction of their own

lives. Empowerment patrticipation is when primary stakeholders are capable and

willing to initiate the process and take part in the analysiss Tdads to joint

decision making about what should be achieved and how. While outsiders are
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equal partners in the development effort, the primary stakeholders are primus inter
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pares, i.e., they are equal partners with a significant say in decisionsrangcer

their lives. Dialogue identifies and analyzes critismuesand an exchange of
knowledge and experiences leads to solutions. Ownership and control of the
process rest in the hands of the primary stakeholders.

The Al nstitut i orsadrtcigaton & phe mdlusion efdnpulseby i n e

relevant groups in the design and implantation of a development project. The

Al nstitutional Perspectiveo uses the inputs
stakeholders in a community, as a tool to achieveeastablished goal defined

by someone external to the community involved. The development project,

initiated by an activist external to the community involved, is a process by which

problem issues in a community can be divided into stages, and thisowlivisi

facilitates assessment of when and to what degree a participatory approach is

relevant. From an institutional perspective, there are four key stages of a

development project: Research Stage, gres$tage, Implementation Stage and

EvaluationStage that r@ defined in later sections of thimit. The institutional
perspective can al sealse dr dPfearsrpeec ttioveads a APr o

Types ofParticipation:

1. Participation by consultation is an extractive process, whereby
stakeholders provide answer toegtions posed by outside researcher or
experts. Input is not limited to meetings but can be provided at different
points of time. In the final analysis, however, this consultative process
keeps all the decisiemaking power in the hands of external proi@sals
who are under no obligation to incorporate

2. Participation by collaboration forms groups of primary stakeholders to
participate in the discussion and analysis of predetermined objectives set
by the project. This level of paripation does not usually result in
dramatic changes in what should be accomplished, which is often already
determined. It does, however, require an active involvement in the

decisionmaking process about how to achieve it. This incorporates a
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component ohorizontal communication and capacity building among all

stakeholder$ a joint collaborative effort. Even if initially dependent on

outside facilitators and experts, with time collaborative participation has
the potential to evolve into an independentrfarf participation.

3. Empowerment participation is where primary stakeholders are capable
and willing to initiate the process and take part in the analysis. This leads
to joint decision making about what should be achieved and how. While
outsiders are e@h partners in the development effort, the primary
stakeholders are primus inter pares, i.e., they are equal partners with a
significant say in decisions concerning their lives. Dialogue identifies and
analyzes criticaissuesand an exchange of knowledged experiences
leads to solutions. Ownership and control of the process rest in the hands
of the primary stakeholders.

4, Passive Participation is where pimary stakeholders of a project
participate by being informed what is going to happen or has already
happened. Participation is assesgbddough feedback attendance &
contribution to the discussion.

A co-operative is an autonomous association of people united voluntarily to meet
their common economic, social and cultural needs and aspirations through a
jointly owned and democratically controlled business. Cooperatives include non
profit community organizations and businesses that are owned and managed by
the people who use their services.

In short, a cooprativecan be defined as a jointly owned entes@ engaging in
the production or distribution of goods or the supplying of services, operated by
its members for their mutual benefit, typically organized by consumers or farmers.

The cooperative movement in India owes its origin to agricultural alnetl al
sectors. Towards the end of thé"i@ntury, the problems of rural indebtedness
and the consequent conditions of farmers created an environment for the and

cooperative societies. The farmers generally fotlvedcooperativenovement an
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attractive mechnism for pooling their meager resources for solving common
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problems relating to credit, supplies of inputs and marketing of agricultural

produce. The experience gained in the working of cooperatives led to the
enactment of Cooperative Credit Societies ,At804. Subsequently, a more
comprehensive legislation called the Cooperative Societies Act was enacted. This
Act, inter alia, provided for the creation of the post of registrar of cooperative
societies and registration of cooperative societies for vapaysoses and audit.
Under the Montagu€helmsford Reforms of 1919, cooperation became a
provincial subject and the provinces were authorized to make their own
cooperative laws. Under the Government of India Act, 1935, cooperatives were
treatedasaprovini al subject. The item fiCooperative So

under entry No. 38f the state list of the constitution of India.

After India attainedndependence in #gust, 1947, cooperatives assumed a great
significance in poverty removal and fasteocioceconomic growth. With the
advent of the planning process, cooperatives became an integral part of the Five
Year Plans. As a result, they emerged as a distinct segment in our national
economy. In the First Five Year Plan, it was specifically stdtatithe success of

the Plan would be judged, among other things, by the extent it was implanted

through cooperative organizations.

Evolution:

In 1958 the National Development Council (NDC) had recommended a national

policy on cooperatives. Jawaharlal Methad a strong faith in the cooperative

movement. While opening an international seminar on cooperative leadership in

SouthEa st Asia he had said #fABut my outl ook at
spreading the cooperative movement gradually, progressa®ly,has done. My

outlook is to convulse India with the Cooperative Movement or rather with

cooperation to make it, broadly speaking, the basic activity of India, in every

village as well as elsewhere; and finally, indeed, to make the cooperative

approab the common thinking of IndiaTherefore, the whole future of India
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really depends on the success of this approach of ours to these vast numbers,
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hundreds of millions of peopl eo.

The cooperative sector has beglaying a distinct and significant role ithe

C 0 U n Pprocegss sf soci@conomic development. There has been a substantial
growth of this sector in diverse areas of the economy during the past few decades.
The number of all types of cooperatives increased from 1.81ifak95051 to

4.53 lakh in199697. The total membership of cooperative societies increased
from 1.55 crore to 20.45 crore during the same period. The cooperatives have
been operating in various areas of the economy such as credit, production,
processing, marketing, input distribart, housing, dairy and textiles. In some of
the areasof their activities like dairying, urban banking and housing, sugar and
handlooms, the cooperatives have achieved success to an extent but there are
larger areas where they have not been so succeBséufailure of cooperatives in

the country is mainly attributabl®: dormant membership and lack of active
participation of members in the management of cooperatives. Mounting over dues
in cooperative credit institution, lack of mobilization of intermesources and
overdependence on Government assistance, lack of professiarsgement,
bureaucratic control and interference in the managenpeiitical interference

and overpoliticization have proved harmful to their growth. Predominance of
vested ingrests resulting in nepercolation of benefits to a common member,
particularly to the class of persons for whom such cooperatives were basically
formed, has also retarded the development of cooperatives. These areathe ar
which need to be attended tp évolving suitable legislativand policysupport.

2.5 Self Assessment Questions:

Check Your Progress- I
Note: a) Use the space provided for your answers.

b) Check your answers with the possible answers provided at the
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this unit.

1) What do you mean by devolution of powers?
Ans.

2) What is Participatory Development? Explain the main areas of

Peopl ebs participation?

Ans.
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2.6 LetUs Sum Up
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Decentralization is the process of redistributing or dispersing itunsctand
powers to the people away from a central location or authority. While
centralization, especially in the governmental sphere, is widely studied and
practiced, there is no common definition or understanding of decentralization. The
meaning of decerdlization may vary in part because of the different ways it is
applied. Concepts of decentralization have been applied to group dynamics and
management scien@m private business and organizations, political science, law
and public administration, econars and technology.

Political decentralization aims to give citizens or their elected representatives

more power. It may be associated with pluralistic politics and representative

government, but it also means giving citizens, or their representativegs, mor
influence in the formulation and implementation of laws and policies. Depending
on the country, this may require constitutional or statutory reforms, the
development of new political parties, increased power for legislatures, the creation
of local political units, and encouragement of advocacy groups.

A Decentralization, the weakest form of decentralization, shifts responsibility for
decisionmaking, finance and implementation of certain public functions from
officials of central governments to those ingsxig districts or, if necessary,
new ones under direct control of the central government.

A Delegation passes down responsibility for decisiaking, finance and
implementation of certain public functions to seamitonomous organizations
not wholly controled by the central government, but ultimately accountable to
it. It involves the creation of pubkiprivate enterprises or corporations, or of
6authoritieso, speci al projects or service
deal of decisiommaking discetion and they may be exersgtfrom civil

service requirements and may be permitted to charge users for services.
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A Devolution transfers responsibility for decisioraking, finance and

implementation of certain public functions to the sational level, sut as a

regional, local, or state government.

A Disinvestment, also called privatization, may mean merely contracting out
services to private companies. Or it may mean relinquishing totally all
responsibility for decisionmaking, finance and implementation oértain
public functions. Facilities will be sold off, workers transferred or fired and
private companies or neor-profit organizations allowed to provide the
services. Many of these functions originally were done by private individuals,
companies, or ssociations and later taken over by the government, either
directly, or by regulating out of business entities which competed with newly

created government programs.
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Unit T 3
Cooperative Institutions

Learning Objectives:
After completion of this unit, you should be able to:

1 Understand the concepf cooperative principles
1 Describetherole of Cooperative Institution Rural Development
1 Differentiate between different typescobperativesn Rural Development

Structure:

3.1 Introduction

3.2 Cooperative Institutions in India

3.3 Concept and Rrciples of Cooperation

3.4 Types and Working of Rural Cooperatives
3.4.1. Rural Cooperative Credit Societies
3.4.2. Marketing Cooperatives
3.4.3. Diary Cooperatives
3.4.4. Weavers Cooperatives

3.5 Self Assessment Questions

3.6 LetUsSum Up

3.7 References

3.8 Self Assessment Question$ossible Answers

3.1 Introduction:

A cooperative in an autonomous association of people united voluntarily to meet
their common economic, social and cultural needs and aspirations through a
jointly owned and dmocratically controlled business. Cooperatives include non
profit community organizations and businesses that are owned and managed by

the people who use their services.
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In short, a coop can be defined fasgointly owned enterprise engaging in the

oSO

prodiction or distribution of goods or the supplying of services, operated by its

members for their mutual benefit, typically organized by consumers or farmers.
Cooperatives frequently have social goals which they aim to accomplish by

investing a proportion dfading profits back into their communitées

3.2 Cooperative Institutions in India:

National Policy and Objectives:

Since independence, a mudiyency approach consisting of-gperatives,
commercial banks and regional rural bakkewn as institutiorlacredit i has
been adopted tprovide cheaper and adequate credit to farmers. The major policy
in the sphere of agricultural credit has been its progressive institutionalization for
supplying agriculture and rural development programmes with adequate and

timely flow of credit to assisteaker sections and less developed regions.

The basic objectives of this policy are

(&) toensurdimely and increased flow of credit to the farming sector;

(b)  toreduce and gradually eliminate the money lenders fromuthéscene;

(c) to make available credit facilities to all the regions of the country, i.e.,
reduce regionambalances; and

(d)  to provide larger credit support to areas covered by special programmes
like Pulses Development Programmes, Special Rice uetiooh
Programme and the National Oilseeds Development Project.
Institutional credit, as mentioned earlier, refers to the funds made available
by cooperativesocieties, commercial banks, and Regional Rural Banks
(RRBs).

Cooperative principles
Cooperawes around the world generally operate according to the same
core principles and values, adopted by the Internationadpg@aative Alliance in
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1995. Cooperatives trace the roots of these principles to the first modern
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cooperative foundenh Rockdale Engand in 1844.

1. Voluntary and Open Membership e
Cooperatives are voluntary organizations, open topabple able to use its
services and willing to accept the responsibilities of membership, without gender,
social, raciglpolitical or religious discrimin&bn.

2. Democratic Member Control

Cooperatives are democratic organizations controlled by their meshioses who

buy the goods or use the services of the cooperatiieo actively participate in
setting policies and making decisions.

3. Me mber s 0 Patwoipabomi c

Members contribute equally to, and democratically control, the capital of the
cooperative. This benefits members in proportion to the business they conduct
with the cooperative rather than on the capital invested.

4. Autonomy and Independerce

Cooperatives are autonomous, 4dudp organizations controlled by their
members. If the cop enters into agreements with other organizations or raises
capital from external sources, it is done so based on terms that ensure democratic
controlbythemmber s and maintains the cooperativeods
5. Education, Training and Information.

Cooperatives provide education and training for members, elected representatives,
managers and employees so they can contribute effectively to the development of
their cooperative. Members also inform the general public about the nature and
benefits of cooperatives.

6. Cooperation among Cooperatives

Cooperatives serve their members most effectively and strengthen the cooperative
movement by working together through Iqgaahtional, regional and international

structures.
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7. Concern for Community

While focusing onneed of themembes, cooperatives work for the sustainable

development of communities through policies and programms accepted by the
members.

Evolution of Multi-agency Approach

Faced with the serious problem of deteriorating agricultural production and the
rapacious money lenders, the Government set tgpeaative credit societies and
land morgage banks. Much was expected fromoperative credit movement as

it was led by the farmers themselves. A survey of rural credit in-225howed

that the ceoperative could meet barelypercent of the total credit requirements

of farmers, while the money lenders accounted for 93 per cent of the credit needs
of the famers. The Alindia Rural Credit Survey committee (5 st at ed: ico

operatve has failed, butco per ati on must succeedo. On the r ¢
this committee, RBI took a series of measures to strengthen tbpecative

movement.

The State Bank ohidia was set up in 1955 to show, among other things, a special

concern for agricultural credit. It was the All India Rural Credit Survey

Commi ttee (1969) which recommended the adopti
to finance the rural sector. For the firshé, the Government openly accepted that

rural credit could not be met by-operative societies alone and that commercial

banks should play an important role in the rural sector. This was a basic reason for

the nationalizationof 14 leading banks in 196Jhis was followed by the setting

up of Regional Rural Banks (RRBs). Thus, the multi agency approach of

institutional credit to agriculture was evolved ovegresiod of time

While RBI was helping the eoperative sector directly, it was felt that the mul
agency approach to rural finance required a special banking institution to
coordinate and help all the institutions specializing in rural finance. It was for this

reason that NABARD was set up as the apex bank for rural finance in 1982.
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3.3. Concept& Principles of Cooperation:

@Cooperatives are based on the values of-fselip, selresponsibility,

democracy, equality, equity and solidarity. In the tradition of their founders,

cooperative members believe in the ethical values of honesty, opesoaas,

responsibility caring for others 6

Basic Self-Help
Cooperative Seli-Responsibility
Values Demagracy
Equality
Equity
Solidarity i
Honesty
Ethical Openpess
Values Social Responsibility
Caring for Others 7

The Cooperative Movement has a deep and distinguished intellectual history.

During each of the last ten generations of human history, many theorists in many

parts of the world have made major contributions topeoative thought, and

most of that thought has been concerned @ittoperative valueé

A)

B)

6Self Helpd is based on the belief
control their own destiny. Cooperators believe that full individual
development can takplace only in association with others. Individuals
also develop through cooperative action by the skills they learn in
facilitating the growth of their cooperative. Cooperatives are institutions
that foster the continuing education and development dfiedle involved

with them;

t hat a l

O0SRlefsponsibilityd means that member s assut

cooperativefor its establishment and its continuing vitality. Members have

the responsibility of promoting their cooperative among their families,
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friends and acquaintances. Members also ensure that their cooperative
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remains independent;

C) Cooperatives are based on oOequali't
group, are all equal. It does not depend on the social and economic status
of the member;

D) Achieving 6equi tyo wi t h a -emdmg per ati ve IS
challenge. It also refers to how members are treated within a cooperative.

They should be treated equitably in how they are rewarded for their
participation in a cooperative, normally thréugatronage dividends,
allocation to capital reserves in their name, or reduction in charges;

E) 6Solidarityd ensures that cooperative act.i
limited selfinterest. A cooperative is more th#rat of anassociation of
membes; it is also a collectivity. All members including the employees
and the nommembers who are closely associated with the cooperative
should be treated fairly.

This also means that the cooperative has a responsibility for the collective
interest of its mmmbers. It has historical roots. Cooperators and
cooperatives stand together. Solidarity is the very cause and consequence
of selthelp and mutual helptwo of the fundamental concepts at the heart

of cooperative philosophy. It is this philosophy which tidguishes
cooperatives from other forms of economic organizations;

F) Founders of the Cooperative Movement have, through their foresight and
deep involvement has been able to refine the concept. They are found
everywhere. Their contributions were pradiicgthical and moral. Many
of the earlycooperatives of the 19century, most obviously the Rochdale
Pioneers, had a special commitment to honéstgir dealings in the
market place, honest measurements, high quality and fair prices. Over the
decades agultural cooperatives have prospered because of their

commitment to high quality, honeslgbelled produce.
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Honesty, openness, social responsibility and care for others are values which may
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be found in all kinds of organizations, but they are particuladgent and

undeniable within cooperative enterprise.

The Principles of the Cooperationi Standards of Measuremernt

Many people understand principles as ironclad commandments that must be
followed literally. In one sense that is true in that Principlesull provide
standards of measurement. In another sense, they should restrict, even prohibit,
certain actions while encouraging others.

The Principles that form the heart of cooperativesrateindependenbf each

other. They are subtly linked; when ons ignored, all are diminished.
Cooperatives should not be judged exclusively on the basis of any one principle;
rather they should be evaluated on how well they adhere to the principles as an
entirety.The first three principles essentially address thermal dynamics typical

of any cooperative; the last four affect both the internal operations and the
externalrelationships of cooperatives.

Cooperatives function

There ardour main spheres

f Main Spheres of Cooperative Functioning \

«*
*a

Members

\ "y Structure
-——» Community

/ R
e ¥ g e Management

-

- .
.. “
., .t
., .t
......
---------

Members: There is special emphasis on members. They ar@thers, managers

and controllers of their cooperative, and they are the ones who have formed the

cooperativeo serve them;

Odisha State Open University, Sambalpur Page 47



Structure: There are two clear structuréle cooperative organizational structure

and the government structure which provide galddentity to the cooperative.
Although cooperatives are autonomous organizations it does not mean that they =EEEEES
do not need government structure. Both of them are needed and necessary;

Community: It deals with the social structure of the society which spns

cooperative members and cooperative leaders and which also has certain social

and economic needs which need to be satisfied; and

Management: There are two dimensions of managenieahe is which strives to

make the organization efficient and effectiand the other is relating to the

management of cooperative by board members and the employees of the

cooperative.

3.4 Types and Working of Rural Cooperatives

3.4.1. Rural Co-operative Credit Societies

Indian planners considered -operation as an #trument of economic
development of the disadvantaged, particularly in the rural areas. They saw in a
village panchayat, a village @perative and a village school, as the trinity of
institutions on which a self reliant and just economic and social arderto be

built. The norexploitative character of eoperatives, voluntary nature of
membership, the principle of one man one vote, decentralized decision making
and self imposed curbs on profits eminently qualified them as an instrument of
development ambining the advantage of private ownership with public good.

The coeoperative movement was startedindia largely with a view to providing
agriculturists funds for agricultural operations at a low rates of inteanesprotect
them from the cluhes ofmoneylenders.

The organization of the eoperative credit for short pexd may is briefly outlined
here:

a) Primary Agricultural Credit Society (PACS). A co-operative credit society,
commonly known as the primary agricultural credit society (PACS) may be
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started with ten or more persons, normally belonging to a village. The value of
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each share is generally nominal so as to enable even the poorest farmer to become

a member. Primary Agricultural credit societies (FB\@re the grassoot level
arms of the shd term cooperative credit structure. PB@eal directly with
farmer borrowers, grant short term and medium term loans and also undertake

distribution and marketing functions.

The management of the societylt is under an elected body consisting of
Presignt, Secretary and Treasurer. The management is honorary, the only paid
member being normally, the accountant (in case the society is large and requires a
paid wholetime accountant). Loans are given for short periods, normally for one
year, for carrying ot agricultural operations, and the rate of interest is Rwfits

are not distributed as dividend to shareholders but are used for the welfare of the
village, in the construction of a well, or maintenance of the village school, and so
on.

The usefulnessf PACS has been rising steadily, in 195Q, it advanced loans
worth Rs. 23 crores; this rose to Rs. 200 crores in -8d6Gand to Rs. 382

crores in 20001. The PACS have stepped up their advances to the weaker
sections particularly the small and miagj farmers. This progress has been quite
spectacular but not adequate considetimg demand for finance from farmers.
However, the primary credit society has continued to remain the weakest link in

the entire cepperative structure.

Restructuring of PACS: Considerable attention was given during the past few
decades to build the PACS into strong institutions. Such a structure, close to the
farmers, is very essential for disbursing rural credit, particularly to small farmers.
A programme was introduced liie Government and RBI to reorganize and
revitalize the primary agricultural credit societies. It was completed in Rajasthan,
Orissa, Madhya Pradesh, Kerala, Tamil Nadu and Guj#iraeorganizeand
revitalize the primary agricultural credit societigswhs completed in Rajasthan,

Orissa, Madhya Pradesh, Kerala, Tamil Nadu and Gujarat. In other States, it has
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not made much headway. The number of PACS had come down from 2,12,000 in
196061 to 1,61,000 in 197@1 and 92,000 in 1992000. According to estiates
there are raly 1 lakh PACS at the end of March 2001, with membership of 10
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crore farmers.

Cooperative Credit Institutions

!
' '

Rural Cooperative Credit Institution Urban Cooperative Bank

\ 4

! |

ShorttermStructure Long-term Structure
\ 4 \ 4
v \4 A 4 A 4 A 4
State District Primary State Cooperative| | Primary Cooperative
Cooperative Central Agricultural Agriculture and Agriculture and
Bank Cooperative Credit Rural Development| | Rural Development
Bank o
Societies Banks Banks

Most of the PACS are dependent on the finance provided by central cooperative
banks (CCBs). In case, the CE€Bre weakthe PAC are starved of finance
which affects the expansion of credit functions of FFABs at the end of March
2002, the loans outstanding for P8@ere over Rs. 32,520.

Financial Strength of PACS: To make all primary agricultural societies viable
and exsure adequate and timely flow of-operative credit to the rural areas the
Reverse Bank of India, in collaboration with State Governments, had been taking
a series of steps to strengthen PACS and to correct regional imbalance in co
operative developmeniSteps was taken to reorganize viable PACS and for
amalgamation ofnronvi abl e societies with farmerds soc
multipurpose societies. Ege efforts are being intensified by providing larger

funds to weak societies to write off their loss@sl over dues. e programme of

re-organisatiorof PACShas been under implementation for the two decades and
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is almost completed in all states except Gujarat, Maharashtra and Jammu &
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Kashmir.

PACS and Weaker Sections The major objective of the eoperaive
development programmes to ensure that the benefits -op@ative actiities

flow increasingly to weaker sections including schedule castes and scheduled
tribes. The government seeks to achieve this through expanding the membership
of the weaker seans in the existing PACSs and ensuring larger flow of funds
and services to them. In the tribal areas, large sized multipugouseties are

being organized mainly for the benefit of the tribal.

PACS and Commercial Banks The commercial banks in Indiatinduced in
1970 a scheme of financing PACS, through which the funds of the commercial
banks are being made available to PACS. This scheme came in handy to
commercial banks which could use PACS for disbursing agricultural loans and
this find a way out ofe serious problem of not having close contacts with
farmers through their own branches and field staff. The scheme, however, has not
been as successful as was anticipated. Firstly, the two systems with two unrelated
culturesi one commercial of the othero-operativei could not be linked
effectively. Difficulties have arisen from this basic incompatibility. Secondly,
state ceoperative banks as well as centralamerative banks have not liked
successful PACS being taken away from their fold by the coaiatdpanks.
However, a good deal of scope for-@alination exists between PACS and the
branches of commercial banks in rural esea
a) The rural branches of commercial banks can assist such of those members
of the PACS who are eligible for loans but whe anable to get finance
from PACSdue tolack of funds.
b) They can also help the PACS with advice on management e.g., proper
maintenance of books of accounts, accounting procedures, etc.
C) The PACS, in their turn, can help commercial bank branchesetuifigl

eligible borrowers and to recover loans.
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Shortcomings of PACS: The ceoperative credit system makes credit available to
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the farmers of convenient distances and has intimate knowledge of the local

conditions and problems. But it is organizationahd financial weak and hence,
in practice, its ability to support credit to the agricultural sector is considerably
limited. The AllT India Rural Credit Review Committee brought out the following
weakness of the primary credit societies.
) Co-operative credit still forms a small portion of the total
borrowings of the farmers;
i) Tenants and small farmers find it difficult to satisfy their need for
funds fully from PACS alone.
iii) Most primary credit societies are weakd are not abléo meet
fully the production oriented credit need of farmers.
iv) Over dues at all levels are increasing alarmingly indicating the
failure of ceoperative credit institutions, and
V) PACS have not been able to ensure adequate and timely credit for

the borrowing farmers.

Central Co-operative Banks Thee are now (2002) 369 District central
cooperative banks. The loans outstanding ctorfies. 56, 650 crores. There are
federations of primary credit societies in specified areas normally extending to the
whole district (hencehey are sometimes known as districtaperative banks).
These banks have a few private individuals as shareholders who provide both
finance and management. Their main task is to lend to village primary societies,
but they were expected to attract depositsn the general public. But the
expectation has not been fulfilled and many of th@perative central banks act

as intermediaries between the Statedperative Bank on the one hand and the
village primary credit societies on the other. The Reservék Baw NABARD

has formulated a scheme for the rehabilitation of weak centgperative banks.
NABARD is providing liberal assistance to the State Governments for
contributing to the share capital of the weak centrabperative banks selected

for the pupose.
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State ceoperative Banks There as now 30 State @perative Banks (SCBs) in

the country. They form the apex of the@perative credit structure in each State.
The SCB finances and controls the working of the centradpavative banks in

the Stag. It rves as a link between NABARIDe ceoperative central banks and
village primary societies. The State -Gperative Bank obtains its working funds
from its own share capital and reserves, deposits from the general public and loans
and advances frolNABARD (formerly RBI). The last mentioned source is quite
important, as it constitutes between 50 and 90 per cent of the working capital of
State Ceoperative Banks in the country. The Statedperative Bank is not only
interested in helping the rural -@perative credit movement but also in promoting
other ceoperative ventures and in extending the principle cbperation. In
200102, the 30 state cooperative banks had lent about Rs. 34, 220 crores to

central cooperative banks and primary cooperaticetes.

3.4.2. Marketing Co-operatives:

Marketing is a comprehensive term covering a large number of functions.
Recently the concept of marketing has broadened considerably. It includes not
only purchases and sales of products, but also the variousessisiativities and
process involvedn bringing the products from the producer to the consumer. So
an efficient and organized marketisgategyis essential for the healthy growth of

any community.

Marketing is one of the major problems of Indian agtimal. Owing to lack or
shortage of suitable market, infrastructure, farmers are compelled to dispose off
their produce at very low prices and, thus, they aprided of the real income
which they should get out of their venture. At this condition;opeative

marketing can prove very beneficial and of course the only solution.

According to the Reserve Bank of India, aapmerative marketing society is an

association of cultivators formed primarily for the purpose of helping the
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members to market their gauce more profitably than possible through the
private trade. o0 I n general it is a pr
the growers to market their produce at better prices, followed by the intention of =&EEEEE
securing better marketing services andméttiely contributing to improvement in

the standard of living of members.

The following are some of the important reasons which justify the establishment
of co-operative marketing structure.

1 To overcome the malpractices.

1 To reduce the prieepread betweethe producer and the consumer.

1 For largescale expansion of eaperative credit.

1 For integration.

1 To improve the economic conditions of the producers by strengthening his
bargaining power.

To educate the farmers.

=

To overcome the problem of unwanted pap@tion of multinational

companies in domestic marketing.

Role of Cooperative Marketing:

Co-operative marketing plays a significant role in the following areas;
1 Optimization in resource use and output management.
1 Widening the markets
1 Growth of agrebasedndustries
1 Generates Employment.
1 Increase in farm income.

Aims and objectives of @-operative marketing:

The broad aim of coperative marketing societies is to rationalize the
whole marketing system so that it mbg beneficial to the producer. Its bas
objective is to strengthen the bargaining capacity of the farmer so as to secure him

better price and eliminate the superfluous middlemen.
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3.4.3. Dairy Cooperatives

Dairying is a centuriesld tradition for millions of Indian rural households;
domesttated animals have been an integral part of the farming systems from time
immemorial. Milk contributes more to the national economy than any other farm
commoditymore than 10.5 billion dollars in 1996 Dairy India 1997%. In the
context of poverty and nhautrition, milk has a special role to play for its many
nutritional advantages as well as providing supplementary income to some 70
million farmers in over 500,000 remote villagePa(ry India 1997). More
importantly, the farmers earn an average 27.3 guerof their income from
dairying, with as high as 53 percent for landless and as low as 19 percent for the

large farmers.

Milk -marketing System:
India has the largest cattle and buffalo population in the world. More than 67
percent of dairy animals arewoed by marginal and small farmers, which

constitute the core mitkroduction

Table 1. Share of Household Income (%) bySource:

Household Dairying Crop husbandry Others Total
Landless 53.08 0.00 46.92 100
Marginal 30.14 46.55 23.30 100
Small 29.67 53.75 16.58 100
Semimedium 26.25 58.98 14.76 100
Medium 25.33 62.77 11.91 100
Large 19.02 71.48 9.50 100
All 27.28 55.36 17.36 100

Source : Shukia and Brahmankar (1999)
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Table -2: Productivity of Milk Animals by Zone, 1995-96

Zone Crossbred cows Indigenous cows Buffalo

Kgs/day Lactation (days) Kgs/day Location (days) Kgs/day ——
Location (days) T
East 5.82 300 3.01 150 5.39

200
North  7.07 300 3.29 200 5.25

250
Wed 7.80 300 3.19 200 451

250
South 6.39 300 3.35 150 3.96

200

Source: Shukia and Brahmankar (1999)

Table -3: Distribution of Milk Animals in Rural Households (HH) by Land -
Holding Category, 1992.

Category Number of HH  Total number of milk animals Number of crossbred
milk animals

(x 109 ( per 100HH) ( per 100 HH)
Landless 254,249 11 1
Marginal 561,777 68 8
Small 165, 486 114 8
Semimedium 112,911 136 9
Medium 57,369 168 10
Large 12,382 239 7

* Milk animals comprise dry, imilk, and others (Livestock Census Classification

: adult breedable females), including crobseads.
* Landless category includes HH with <0.002 ha of land, as well as those without
any landsecta in the country. Many of these farmers own diary animals primarily
to supply milk for their own consumption. Slightly more than 30 percent of the

milk produced in the country is retained in producer households.
Source:NSSO (1992)

Odisha State Open University, Sambalpur Page 56



Eighty percent of milks marketed through the highly fragmented unorganized
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sector, which includes local milk vendors, wholesalers, retailers, and producers

themselves. On the other hand, the organizéxy gadustry, which accounts for s
about 20 percent of total milk produatiocomprises two sectors: government and
co-operatives. Even though -aperatives provide a remunerative price to the
producer, the unorganizesgctor plays a major role in milk marketing because of

three factors.

Unorganized Sector Organizel Sector

¢ Producer
Milk Vendor J i

Government Village Private
Coops

Wholesaler |¢ | |_*

l District level Milk
Producers
Cooperative Unior

I‘

Village-level
milk producers
Cooperative
Society

Retailer

A 4 vV VvV VY

> Retailer

¥}

Milk Marketing Channels in India

Source: Journal of Food Distribution Research July, 2004

The firstfactor is the pricing policy of the emperatives; their purchase price is
based on the fat conteof the milk, whereas the private sector pays a flat rate per
liter of milk. The second factor, which motivates the milk producers to sell milk to
private vendors, involves the type of milk animals reared by the producer.
Crossbred cows yield more milk thia lower fat than do buffalo. The crossbred
cow population has increased otlee years because of artificial insemination and
improvements in management practices. The third factor is payment policy. The

private sector can pay their producers every gdereas the coperatives pay
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weekly or fortnightly. Producers sometimes have to fight with theparatives to

get their payments.

With the organized sector, the-operative sector is by far the largest in terms of
volumes of milk handled, installedrqgressing capacities, and marketing
infrastructure. The eightjwo thousand Dairy Goperative Societies (DCSSs)
across the countries have a strong membership of nearly 10 million landless,
marginal, and small holder mi#roducer families.

Although the orgnized sector handles less than 20 percent of the production, it
has an installed <capacity to process about
production. The cmperative and private sectors have more or less equal
capacities. Much of the processing capaciteated by the private sector in the
wake of the liberalization of the Indian economy in 1991 remains idle; only about
60 percent of the installed capacity of the private sectorasatgd on a dato-

day basis. Inthe government sector, too, most o gfrimary processing facilities
installed in rural areas (mainly mitkhilling centers) are not functional and dairy
plants in the smaller towns and cities are grossly untlézed. In the ce
operative sector, all plants are used to their full capanityremain undeutilized

only during the lean production season.

The Roles of Ceoperatives in Milk Marketing :

Operation Flood, launched in 1970,introduceebperatives into the dairy sector
with the objectives of increasing milk production, augmentinglrincome, and
providing fair prices for consumers. dtas started to effectively utilize donated
milk products from abroad for domestic dairy development. These surpluses were
used to speed up Indian dairy development in two ways.

Table 4:- Current Mi lk-Processing Capacity.

Sector Number of plants Capacity (16 liters/day)
Cooperative 218 32.47

Private 366 30.26

Government 39 3.87

Total 623 66.60
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First, the donated milk products were used to reconstitute milk and therefore I\/|

provide themaj or c i tmilkessh@med with @noagh milk to obtain a —

commanding share of their markets. Secondly, the funds realized from the &8

reconstitution and sale of donated products were used to resettlegitynilk

animals and permit their progeny to Itiply; to increase organized milk

production, procurement, and processing; and to stabilize the major-tigiiid

schemesdé position in their mar ket s. The obj e

summarized a®llows:

1. To enabl e e a-mik sckemd tp destructurie qndicapture a
commanding share of its market;

2. To identify and satisfy the needs of milk consumers and producers, so that
consumerso6 preferences can be fulfilled ec
obtain a larger share of the price paidcbysumers for their milk;

3. To facilitate longterm productive investment in dairying and cattle
development; and

4. To ensure a sufficient supply of personnel to handle asgbacbf the

Project

Slide No. 3:
Three Tier Cooper’:livc Structure

State Coop. Milk Marketing
Federation

/.\\

Dlstrlct COop ik Producers lor\

Primary Vlllage Mllk Producefs Coop. SOCDety

_ "“""I ||

Source:www.indiandairyassociation.org

Odisha State Open University, Sambalpur Page 59



<
Amul ‘%

The Taste of India INDIAN Coffee HOUSE

CO-OPERATIVE SOCIETIES

Major Diary Cooperatives of India

OR1S S A
LOCATION OF MILK & p] ) i
MILK PRODUCTS INDUSTRY _ J/ARKHAND =~ ey

— S sEnca
/JJ‘R/ —:Il“u’_‘“-‘é‘_} H .

»z

£

= Raisuan

CHHATTISGAR kS = Sambalpur

F/ IRl - Cuttacki
j\ Bhubaneswar s ~
/
i e
W= )58
7 2
'"-i\ Berhampurs~
~
s
ol 7
s -~
E 5 A o [ F
~ ~ 3 v 3 R
— Ve A e >
[ LEGEND )
o~ .
PRA

Map not to Scale f ‘WUWFACEBOOKCOM/THEOFED () WWWOMFEDI
Cowright@ZODB Compare Infobase Limited

Major Diary Cooperatives oDdisha

Souce: Maps of India

Constraints in Milk Marketing :

The dairy sector is characterized by srsatle, scattered, and unorganized rhilk
animal holders; low productivity; inadequate and inappropriate animal feeding
and health care; lack of an assured yeand remunerative producer price form
milk; an inadequate basic infrastructure for provision of production inputs and
services; an inadequate basic infrastructure for procurement, transportation,
processing and marketing of milk; and lack of professiomahagement. Other
important characteristics of the dairy sector are the predominance of mixed crop
livestock farms and the fact that most of the milk animals are fed on crop by
products and residues, which have very low opportunity costs. Additionally, the
dairy-development policies and programs that are followed, including those
relating to foreign trade, are not congenial to the promotion of sustainable and

equitable dairy development.
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3.4.4. Weaverss Cooperatives:

The human race with perception inventa many things of which handlooms SR o s

plays a major role for the civilized modern world. Handlooms are part of the

Indian rural life. We a v eoropesgative societies occupy a very important place in

the Indian ceoperative movement. The age old Indian hanaiidodustry is the

largest of all cottage industries which ranks next to agriculture and provides

empl oyment opportunity to the worldodos second
tradition of handloom weaving in thisountry has been long and distinguished

and tke skill of Indian handloom weavers has been of very high ofejef.

Weber remar ked. AnThe skil!/ onmover fabdc, ans i n t he
in the mixing ofcolours,and in all the matters of technical arts has from very

early times enjoyed aavid-wi de cel ebrityo.

The handloonw e a v ecfopersitive societies were started mainly for the benefits
of the coolie weavers from the clutches of master weavers and to improve the
economic conditions of weavers. Before starting handloom weavearperaive
societies the handloom weavers depend on mastawers for getting yarn,
finance and for marketing their products. Master weaves supply yarn to them and
collects the finished products from them. They pay wages to the handloom
weavers at piece rate. &thandloom weavers thus depend on master weavers for
getting employment. In certain occasions like festivals, marriage and death of a
member of the family, they also borrow money from the master weavers. They
pay themlow wages and they do not maintain peo accounts for the loans given
and the amount deductedle a v exopesative societies have been started as a
remedy against the exploitation of poor weavers by master weavers. So the
weavers were attracted towartimndloomw e a v ectofeatives to haa better

path of life. Thusthe ceoperative societiesontributedin promoting the interests

of weavers.
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Objectives and Functions of Weavers Goperative Societies:

oSO

We a v e r-@psrativ€ dSocieties are established in any area where there is

concentrabn of weavers wit the following main objectives:

1. Improvement of the handloom industry

2. Improvement of the economic condition of the weavers residing in the area
of operation. For achieving these two main objectives, the society

undertakes the followg functions.

a. Raising money from the weavers and others by
i) issue of shares
i) borrowing

iii) receiving deposits.

3. Purchasing raw materials and appliances as may be required for the
industry.

4, Distributing raw materials and appliances for cash ceedit to the
members.

5. Purchasing yarn and other raw materials.

Advancing yarn and other raw materials to the weauwsembers for the
purpose of converting the same into finished products.
7. Payment of wages to members for converting the raw rrateinto

finished goods.

8. Arranging for the marketing of the finished goods to the best advantage of
the society.
9. Purchasing and holding in common or letting on hire improved appliances

connected with the industry.

10. Acting as an agent for the jui purchase of the domestic and other
requirements of its members and for the sale of their finished products.

11. Taking up insurance agency and arranging for the insurance of the lives of
the members.

12. Opening sales depots in places selected by tleedBaf Directors subject

to the previous approval of the Registrar.
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13.  Borrowing funds from the Government to be utilized for the issue of loans l\/]

to members for the discharge of prior debts to master weavers contracted —

prior to the admission into the soigieind
14.  Doing any other acts conducive to the attainment of the main objectives.

Ma22NJ 2 S| GSNR& [/ 221LISNI GAGPSa 2F LYRAL

Source:www.yarnsandfibers.org

Handloom industry of Odisha

UOdisha handloom products are mainly famous for
their colour & designs.

Qin Odisha there are 43,652 looms & 1,92,339 workers
are working for weaving handloom items.

UNearly 62 weave communities are available in Odisha.
UIX30 crores of selling made each year in local market as
well as in international market.

UNow time the textile market eaten by less expensive
powerlooms & mill products so weavers are begun to
diversify their product range to small products like
bedlinen, Cushion covers etc.

Source:www.slideshare.net
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Types of Weaverds Societies:
The organization of production in the-operative sector is carried through the
formation of different types ofve a v eocidtiss to suit the needs of different

categories of weavers in the state.

1. Primaryw e a v epoperative societies covering mostly cotton varieties.
2. Silk wearerds cooperative societies for pure silk varieties.
3. Industrial weavdls cooperative societies which provide worked type

infrastructural facilities for loomless wears.

4. Industrial societies are also set up for Adaviar weavers with financial
assistance from Special Components Plan and cluster Development
Programme. In addition, there are industrial weaversparative societies
formed exclusively for the ruraiomen.

5. Co-operative Intensive Handloom Development Projects for providing
continuous employment and increased earnings to the weaver members
through modern methods of production and innovative marketing
strategies. The projects also provide all the-lpoen infrastructural

facilities to the weavers.
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3.5

Self Assessment Questions:

Check Your Progress- llI
Note: a) Use the space provided for your answers.

b) Check your answers with the possible answers provid
the end of this unit.

1) Discuss the main spheres of -Gperative
functioning?
Ans.

2) Discussabout Primary Agricultural Credit Society
(PACS) as a part of Rural Cooperative Credit Societies?
Ans.

3) Write an essay on the
cooperatives?

Ans.
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3.6 LetUs Sum Up:

The cooperative movement in India has its origin in agriculture and allied sectors.
The first Cooperative Credit Societies Act was enacted in 1904.Subsequently a
more comprehensive legislation called the Cooperative Sexidtit was enacted.

This Act provided for the creation of the post of registrar of cooperative societies
and registration of cooperative societies for various purposes andlauait. the
Montague Chelmsford Reforms of 1919 cooperation became a provVisgigect

and provinces were authorized to make their own cooperative laws. Under the
Government of India Act 1935 cooperatives were treated as a provincial subject.
The 'Cooperative Societies' is a state subject under entry No 32 of the State List of

the Constitution of India.

Thus,PanchayatRaj Institutions and cooperative sector can bring about positive
change in the rural areas. Cooperatives have extended across the entire country
and there are currently estimated 230 million members nationwide. The
cooperative credit system has the largest network in the world and cooperatives
have advanced more credit in the Indian agricultural sector than commercial
banks. In fertilizer production and distribution the Indian Fertilizer Cooperative
commands over 35%f the market. In the production of sugar the cooperative
share of the market is over 58% and in cotton they have share of 60%.The
cooperative sector accounts for 55% of the looms in the-Waading sector.

Cooperative process, market and distribute 50f0the edible oil. Dairy
cooperative operating under the leadership of the National Dairy Development
Board and through 15 state cooperative milk marketing federatians now
become the largest producer of milk. With the rapid growth of the cooperative
sector a supportive climate has been created for the development of cooperatives

with the opportunities for diversification.
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3.8 Self Assessment QuestiorisPossible Answers

Check Your Progress |
1. (i) Balwant Rai Mehta Committee
(i) Ashok Mehta Committee
(i)  L.M. SinghviCommittee
(iv)  SarkariaCommission
2. The Sarkaria Commission on Cen8taterelations (1988) did not favour

the idea of L.M. Singhvi Committee to confer constitutional status to the
PRIs. The Commission advocated that the power of enacting any law on
the Panchayats vests under entry 5 list 11 exclusively with States.

Uniformity in these aspects of the law throughout the territory of India is
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essential. The uniformity can be secured by adopting in the following

order of preference any of the alternatives given below.

) By law with respect to this matter made by all the State
Legislatures in accordance with a model bill prepared on the basis of
consensus at the forum of the Ing&tate Council, recommended by us to
be established under Art. 263.
(i) By a law on this subject made by Parliament under Art. 252(1)
with the consent ahe Legislatures of all the States.
(i) By a parliamentary law uniformly applicable throughout India
containing provisions analogous to Articles 172 and 174 of the
Constitution.

3. The thred  tier structure of Panchayati Raj System are as follows:

1. Village Panchayat:

In the structure of the Panchayati Raj Institutions, the village Panchayat is the
lowest unit. There is a Panchayat for each village or a group of villages in case the
population of these villages happens to be too small. The Panchagéy c
consists of representatives elected by the people of the village.

As regards the principal functions performed by the Village Panchayat, they
include maintenance of roads, wells, schools, burning and burial grounds,
sanitation, public health, libri@as, reading rooms, community centre etc.

The Panchayat also keeps records of births and deaths. It makes necessary
provisions for the promotion of agriculture and animal husbandry, cottage
Industries, Ceoperative Societies etc. The minor disputes ama@sidents of
village are also settled by the Village Panchayat.

It seeks to ensure a minimum standard of cultivation for raising agricultural
production. In addition, the Panchayat also acts as the agent of the Panchayat
Samiti in executing schemes of demment at the village level.
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2. Panchayat Samiti :

The Panchayat Samiti is the second tier of the Panchayati Raj. The Balwant Rai

Mehta Committee report has envisaged the Samiti as a single representative and =
vigorous democratic institution to take cpa of all aspects of development in

rur al areas. The Samiti, according to the Com
for functions which the village Panchayat cannot perform and yet small enough to

attract the interest and services of resident
Usually a Panchayat Samiti consists of 20 to 60 villages depending on area and

population. The average population under a Samiti is about 80,000 but the range

is from 35,000 to 1,00,000. The Panchayat Samiti generally consists of (1) about

twenty members electday and from the Paneh of all the Panchayats falling in

the block area; (2) women members and one member each from the Scheduled

Castes and Scheduled Tribes to beopted, provided they do not get adequate

representation otherwise; (3) two local perspossessing experience of public

life and administration, which may be beneficial for the rural development; (4)

representatives of the -@peratives working within the jurisdiction of the block;

(5) one representative elected by and from the members df sanall

municipality lying within the geographical limits of a block; (6) the members of

the State and Union legislatures representing the area are to be taken as associate

members.

The president of the Panchayat Samiti is the Pradhan, who is elected by a
electoral college consist of all members of the Panchayat Samiti and all the
Panchayats of the Gram Panchayat failing within the areas. Besides the Pradhan,
the UpPradhan is also elected. The Pradhan convenes and presides over the
Panchayat Samiti meatis. He guides the Panchayats in making plans and
carrying out production programmes.

He ensures the implementation of the decisions and resolutions of the Samiti and
its Standing Committees. He exercises administrative control over the Block

Development @icer (BDO) / Vikas Adhikari and his staff. He is a member of the
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Zilla Parishad by virtue of his office as a Pradhan. He is theffeo

chairmarichairpersorof the Standing Committees of the Samiti.

As the Chief Executive Officer of the Panchayat 8iartihe Block Development
Officer (BDO) is entrusted with the responsibility for implementing the
resolutions of the Samiti and its Standing Committees. He prepares the budget of
the Samiti and places it before the Samiti for approval. Preparing thel aspok

of the Samiti and sending it to the Zilla Parishad and State Government also
comes within the purview of his responsibility. He is accountable to the President

of the Samiti for his actions.

The principal function of the Panchayat Samiti is teoodinate the activities of

the various Panchayats within its jurisdiction. The Panchayat Samiti supervises
the work of the Panchayats and scrutinizes their budgets. It also reserves the right
to suggest measures for improving the functioning of the Pgatharhe Samiti

is charged with the responsibility of preparing and implementing plans for the
development of agriculture, animal husbandry, fisheries, small scale and cottage
industries, rural health etc.)

On the face of things it may appear that thecRagat Samiti enjoys enormous
powers. But the reality is something different. It has no independence in
instituting special programmes or development projects of its choice. It simply

carries out the directives of the State Government pertaining to spgacifects.

Furthermore, the primacy of the netected members of the Samiti over the
elected members amounts to a mockery of democracy so far as democratic
decentralization is concerned. Despitese shortcomings cannot be gainsaid

that the Panchay&amiti serves as a launching pad for the political leaders for
higher responsibilities at the district and state levels.
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3. Zilla Parishad :

The Zilla Parishad stands at the apex of the thegestructure of the Panchayati

Raj System. Generally, thgilla Parishad consists of representatives of the
Panchayat Samiti; all the members of the State Legislature and the Parliament
representing a part or whole of the district; all district level officers of the
Medical, Public Health, Public Works, Engimeg, Agriculture, Veterinary,

Education and other development departments.

There is also a provision for special representation of women, members of
Scheduled Castes and Scheduled Tribes provided they are not adequately
represented in the normal cour3die Collector is also a member of the Zilla
Parishad.

The Chairman of the Zilla Parishad is elected from among its members. There is a
Chief Executive Officer in the Zilla Parishad. He is deputethe Zilla Parishad

by the State Government. There auhject matter specialists or officers at the
district level in all the states for various development programmes.

The Zilla Parishad, for the most part, performsocdinating and supervisory
functions. It coordinates the activities of the Panchayat &afalting within its
jurisdiction. In certain States the Zilla Parishad also approves the budgets of the

Panchayat Samitis.

The Zilla Parishad also renders necessary advice to the Government with regard to
the implementation of the various developmethesces. It is also responsible for

the maintenance of primary and secondary schools, hospitals, dispensaries, minor
irrigation works etc. It also promotes local industries and art.

The finances of the Zilla Parishad consist of the grants received frontatee S

Government and share among in the local governments.
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Check Your Progress |

oSO

1. Devolution is a form of decentralization which seeks to create independent

level of authority of government with functions and responsibilities. It is
an arrangement foreatral or state governments to relinquish some of its
functions to the new units of government that are outside its control. This
can be achieved by providing for it in the Constitution itself or by ordinary
law of the land. One of the major reasons fa tailure of the local self
government institutions in India has been medarted devolution of
powers to them. The ™3and 74" amendments also contained provisions
for the devolution of powers and responsibilities to rural (Panchayati Raj
Institutions)and urban (Nagarpalikas) local sglfivernment institutions.
These amendments respectively provided thatGhem Rnchayats at
village, Panchayat Samitis dilock andZila Parishad adistrict levels
would have 19 subjects of rural importance as listetheé 11" schedule

and municipalities would have 18 subjects of urban importance as listed in
the 12" schedule. These amendments bestowed upon the local self
government bodieboth rural and urbathe responsibility to prepare and
implement a number ofesvelopment plans based on the needs of local
people. They operationalise the concepts of spatial planning and micro
level planning to facilitate decentralized socio economic development in
India. With the help of these powers the local self governmerituinshs

are supposed to promote agricultural, industrial, infrastructural and
ecological development, poverty alleviation and development of women,
children, scheduled and backward castes. These development functions are
in addition to the obligatory futions such as ensuring the supply of

drinking water, street lighting, maintenance of schools and hospitals etc.

2. Participatory development seeks to engage local populations in
development projects. Participatory development has taken a variety of
forms sine it emerged in the 1970s, when it was introduced as an
i mportant part of t he ARbasic needs appro

mani festation of PD seek Ato give the poor
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t hei r \ith the fhopée that development projectsll vibe more

oSO

sustainable and successful if local populations are engaged in the

development process. Two perspectives that can define Participatory SRS
devel opment are the fASoci al Movement Persp

Perspectiveo.

Types of Participatian

1. Participation by consultation
2. Participation by collaboration
3. Empowerment participation
4, Passive Participation

Check Your Progress |l

1. There are four main spherescoopeative functioning
a. Members
b. Structure
c. Community
d. Management

2. A co-operative credit society, commonly known as the primary
agricultural credit society (PACS) may be started with ten or more
persons, normally belonging to a village. The value of each share is
generally nominal so as to enable even the poorest farmsrctome a
member. Primary AgriculturaCredit Societies (PACs) are the grass root
level arms of the short term cooperative credit structure. PACs deal
directly with farmer borrowers, grant short term and medium term loans

and also undertake distribution am@rketing functions.

3. Thetypeof weaverd s societies are as foll ows:

Types of Weaverods Societies:
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The organization of production in the -operative sector is carried

through the formation of different

needs oflifferent categories of weavers in the state. ——
1. Pri mary weparatieer socgetiesc anvering mostly cotton

varieties.

Si | k we-aperativedsscieteofor pure silk varieties.
3. | ndust r i al-opevagva soeiati€s svhich provide werk

infrastructural facilities for loomless weavers.

4, Industrial societies are also set up for Adaviar weavers with
financial assistance from Special Components Plan and cluster
Development Programme. In addition, there are industrial weavers
co-operaive societies formed exclusively for the rural women.

5. Co-operative Intensive Handloom Development Projects for
providing continuous employment and increased earnings to the
weaver members through modern methods of production and
innovative marketing sategies. The projects also provide all the

pre-loom infrastructural facilities to the weavers.

The functions ofv e a v sociglies are as follows:

For improvement of the economic condition of the weaves&lieg in the

area of operatiorthe society unertakes the following functions:

a. Raising money from the weavers and others by
i) issue of shares
i) borrowing

iii) receiving deposits.

b. Purchasing raw materials and appliances as may be required for the
industry.

C. Distributing raw materials and pliances for cash or credit to the
members.

d. Purchasing yarn and other raw materials.
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e Advancing yarn and other raw materials to the weavwsmembers

for the purpose of converting the same into finished products.

f. Payment of wages to members for cering the raw materials
into finished goods.

0. Arranging for the marketing of the finished goods to the best
advantage of the society.

h. Purchasing and holding in common or letting on hire improved
appliances connected with the industry.

i Acting as aragent for the joint purchase of the domestic and other
requirements of its members and for the sale of their finished
products.

J- Taking upwith insurance agency and arranging for the insurance
of the lives of the members.

K. Opening sales depots in ptacselected by the Board of Directors
subject to the previous approval of the Registrar.

l. Borrowing funds from the Government to be utilized for the issue
of loans to members for the discharge of prior debts to master
weavers contracted prior to the adgsion into the society and

m. Doing any other acts conducive to the attainment of the main
objectives.
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