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PREFACE BY HI8 EXCELLENCY LORD WILLINGDON.

"Co-operation in-its very general sense is particularly at this present
time a parém'oimt necessity amongst all races, classes and communities
in India, if we are to secure the sound, solid and harmonious progress
which must be the ideal of all tho&e who have the well-being of this
country at heart.

But thé benefits: of a 3pec:ial form of co-operation with reference to

a particular- and very numerous body of people who live amongst us,
are so well set out in this admirable volume written by the Registrar

of Co-operative Societies, Mr. Hemingway, that I warmly commend a
‘perusal of its pages to those who are interested in the health, Letterment

and welfare of the wage-earners of this Presidency. While I am glad to be
able to testify to the interest which some employers take in this city for
the comfort of their workers, there .is much which can be done both
here ‘and throughout the mufassal to remedy the lot of the wage-earning
classes and small cultivator. = The ordinary worker is generally deeply
in debt to the money-lender, and has no feeling of liberty in his life.
It is through the principles of co-operation that we hope to improve his
life and give him that sense of free citizenship which should be the

- possession of our humblest citizen.

The Government of Madras are so impressed with the importance
of this matter that they have deéided largely to increase the scope of
the co-operative department in order that the opportunities of taking
advantage of co-operation in its various forms may be available in all

parts of the Presidency. But we lope that alongside this effort will .
.'grow in every district an increasing desire on the part of all those who i

wish to help-forward this great undertaking voluntarily to work for’ tlxe .
uplift of their fellowmen. o
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SHORT INTRODUC’DION TO

CO OPERAT ION
IN THE‘MADRAS PRESIDENCY
CHAPTER J.
INTRODUCTION.

Ca-operatwn as the univon of the weak.—Co-operation in all its mani-
festations . is-the application to economic life of the principle that umty

is stlength It is the pride of co- operators that they are able by the

apphcatmn of this principle to secure that a society composed of compara-
tively weak and poor men can give its members some of the advantages
ordinarily obtainable only by the rich and the strong. Co-operation has
generally undertaken the duty of getting fairplay and ressonable oppor--
tunities for the poor and the weak, and has therefore rlghtly commanded
the good wishes of all generous minded men. :

. 8. Co-operative credit.—There are many forws in whwh thepringip
of co-operation has been apphed to life. In India the main dlrecﬁmfﬂn
* which- co-operatmn has worked has been towards gettmg for the ryots in
the villages.and the poorer peopfe in the towns reasonable terms of credit.
The extortions of the Indian sowcar are proverbial, and it is not necessary
to 1abqur the point that the provision of cheap credit for these classes is an
incalculable -blessing. A great deal has been done in this direction in
Madraa and in the rest of India. In Madras alone there were at the end
of June 1919 as many as 3,676 Co-operative Socigties with a Workmg
capxtal of Rs. 3, 05, 21, 427 and a membership of 244,297.

<

3. Primary Credzt Societies—(a) Ratffeisen type.—~The basis of this .

‘ lal.ge credit system is the Primary Co-operative Credit Somety. These are
of two main types, the agricultural and the nou-agncultural or in other
- words the rural and the urban. "The former are far—the more numerous
and- (since the main industry of the country is agricultural) the more
1mportant type. .They -are based on the- prmcxple, first discovered by
Raiffeisen the Grerman philanthrophist, that, Wwhen a number of people

form. a co-operative society. and:pledge their whole worldly property as.

secunty f01 the debts of the soclety, the cxedlt of the.society is much

l
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- operatlve pioneer,

stronger than that of the individual members taken aparb.“"‘%}And the" experis
ence of many years has shown that this pnnclple is, based on faet, and
that nioderate loans to co-operatiye socletles ‘of even poor men, pr0v1ded
they have real earning capacity and honesty of purpose, azei,;genelally
speaking, absolitely safe. The security in such cases lies’ chiefly, -l
pointed out by, the Imperisl Committee on Uo-operation, - 1‘11' L the
loans for genuine pxoductzw purPOSes, the honesty and thuft 6

,membem, the watchfulness the) exewlse over each other, the ,mOrw :

the ieehng of sohdduty which is usu*flly aw akened by asséeiation’ ior a'
common purpose.’ o . <

(b) Schulze Delitzsch Lype. w’Ruml suuetlea are Immed on the ‘b
of the unlimited liability of eacl member for the debts of the souety'
in othex “mds, im the tmat\\ orthiness of bhexr own w—membem. It

soczéhes conform gen91 ally ’

vide loans o easy telms to membexs of aometles when bhe;_g )
also fo enable and encourage’ " them. and their nelghbours ta- fin
puofitable and beneficial .investwment for their occasmnal sav
depositing them in the societies, So far, ‘though very consxderable B1UCCesy
has been attained in the former, the’ ymm.ny societies in- this: P lenc
(and this is paltlculmly true of the mOre numerous tural’ eocletles) have -
not attained any conspicuous succéss in- the latter.’ “Local depomts from
membels and non-members have been secured to an encour&gmg degree '
by the socxetzes in the fowns but the 0\ er whelmmg ma;orlty of the needsf

DI

, oppor{'.umhy of beneﬁtmg the m masses of th(;n' fellow countrymen by"
spreadmg co-operatlon m the ﬁo : 1 apd v;!lages And  with the asmat-’

4 életles, .whether urban or rural Jvére a proﬁta.ble’
. And aﬁ the same hme, a,,good many gentlemen

patrotlc nentlemen (among‘ whom ﬂle co—operators of this Presldencv will,

never fprget ‘the name of Slr V. C Deslkaclianyax) almost from the outseﬁ"

ry Socletleq

hould*have a’ ‘vd’lce in tllevmanagement and a duecﬁ mteresf; in

reéogmzed tha.t 1t was demrablethat the -

s

This -
educatqs: 'ahd? :
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* unity is strength  applies to societies as well as to the members who
compose them; and for some years past have recognized that societies
have the duty of looking after each other and seeing that they are working
properly. Hence sicieties have grouped themselves into ‘‘ unions * of
varitus kinds for the pﬁrpose of mutual ** supervision.”” Of these, the
#* Jocal union *’ has proved the most successful. It ordinarily consists
of some twenty or thirty societies situated sufficiently near fo each other
to ensure that the members of one society will have some knowledge of
the members and the conditions of the other; it is managed by a small
committee elected by the representatives of the constituent societies ;- it
employs a paid “ supervisor ” to visit and advise the societies and to

report on their work; and it holds itself morally responsible for thegood -

working and punctuality of the societies. It has a small share capital

éqntributed by the societies but meets its expenses from contributions from
the constituent societies based upon their working capital and a subven-~
tion from the financial bank proportionate to the money lent by it to the

societies concerned.

8. Principle of co-operafive trade.—The foregoing paragraphs have

heen devoted to a brief description of the system under which credit
societies are organized, financed and supervised.  And indeed, as noted
above, in this country it is chiefly for the provision of credit that cc-opera-
tion has so far been resorted to. But the principle that ‘ unity is strength ’
can be applied to many other purposes; and in other couptriés operations,
other than credit are the chief concern of co-operators. And in India tdo
of recent vears there has been an increasing wish to extend ‘co-operative
activities to such operations. The main function other than the provision
of cheap credit by which co-operation has been able to help the poor and
weak is the function of co-operative buying and selling. The theory of
co-operative trade can be simply stated. The trade of the world is done
in large quantities. No one sends a single measure of rice from Nellore
to be sold in Madras or a single basket of apples from Tasmania to be
sold in Tiondon. It is, therefore, the business of some one or other to
collect in small quantities from the producers of it any article required
'fqr expért and to supply it in larger quantities to the exporting merchant,
who ®xports it in larger quantities still; and similarly in dealing with

imported articles, it is the husiness of some one or other to take them over

from the wholesale importer and to distribute them to those willing to buy.
The * some one or other *’ in each case is a shopkeeper or petty trader or
agent or middleman of some kind or another; ard. he rightly expects a
reward for his trouble. Unfortunately he often gets far too much, and

the poor producer or consumer is too-often paid fgr too: little for what he
\

wants to .sellr and pays far too much for what he wants to buy. Henc

co-,operat.lve societies have .endeavoured to protect their meyn.).bers be
undertaking to collect and sell wholesale the produce that their memb d
ha.ve to se.ll and to buy wholesale and distribute to their member :is
things _tht.alr.members want to buy. By these means they have succesed‘g
to a coPSIderable‘extent in replacing the middleman and diverti lf'

profits into the pockets of the members. Success in such operatiol;g dls
pend:,largely of course on the skill with, which they are conducted -S >ane(;

eab success ca 1 i i o
| f;éimels coss m;};(;ii] :Z fo&t:;zfad without a considerable knowle‘dge. of the

9. Cq-q;o.erdtivg purchase—(a) Stores.—The most prominent example
of co-operatwe trade in this Presidency is provided by the store societi
o'f ?vhlch. -we have 89. These are societies based on share capital a e;
Ilmlﬁed Lability which maintain shops for the supply of their I1)1aembeIl ’
Vre.qt.uremelfts. They endeavour, by wholesale and timely purchases, to I:t
their requirements cheap and to pass them on to their members,at liss
’I;hq.n the f:urrent market price. They also protect their members from the
adltltfaratlon and false weighment and measuring which are sometimes
practised by the ordinary shopkeeper. Some of these stores are distinct]
successful, notably the Triplicane Society in Madras. 7 -

- . 10. (b) Buying on'indent through c’redit‘ societies.—So far little has been

dpn?\to_ assist the villager by co-operative buying though in the last year

or two a number of experiments have been made in this direction. Thex
are a g/ew village store societies; but these have not proved a réai.; suéeere
and it, .is doubtful whether the ordinary village societj ca'ngbe ex 'ecte?
to provide the skilful management which such societies must havf to (;)e

successful. On the ofher hand, it has been hoped to confer some of the

‘benefits of co-operative purchase on the villager by means of the ordinary

credit society. It is recognized that it would be unsafe to imperil the

“safety of a credit society by permitting it to undertake purchases on its

/
own account; but a good many societies have purchased wholesale some ‘or

- other of the articles required by their members acting only as their mem-

!m’ars’ zfgent and distributing the article to the members immediatelv o
its amv.al. Such operations are financed by an immediate cash pa ny;énl;
}.Jy the members or by the society giving loans to the members foi'ythe'
1pd1v1dual .purchases or both. The society is thereby freed from tlllr
danfgers of wastage, of having stock left unsold on its hands, and of lose
of 1¥1terest owing to non-payments’ by ‘the members. Re::entl'y a’ fé;
trading unions have been established which are based on share capital
and limited liability and which admit societies and individuals as slf)ar‘a
hold,ers. _Slic;l trading unions will, it is hoped, be able to secure efﬁéie:;- )
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management and, in addition to supplying the needs of their individual

members, to procure the requirements of the primary societies on more -

advantageous terms than the societies themselves are able to get. I is
clear, however, that a lot of thought and organization is required to put
this business on a thoroughly satisfactory basis. Some joint purchase of
yarn has also been attempted by some weavers’ societies. These have
hitherto been rather unsuccessful owing to inexperience and the fluctua-
tions of the price of yarn. :

11. Co-operative sale.—Co-operative selling has made even less pro-
gress than co-operative purchase. There are hardly any co-operative
- organizations for the sale of ordinary agricultural produce. The South
Kanara Garden Planters’ Society which was started last year has made
a good beginning in the sale of arecanuts and other garden produce.
‘What co-operative sale has been done, however, has been done mainly
by primary societies or by supervising unions as agents for the indivi-
dual members. Some of these operations have been distinctly successful

Perhaps the trading unlons of the kind referred to above will be able to

assist primary societies in this direction also.

12. Special types of societies.—The foregoing pages cover the large
majority of the co-operative societies in the Presidency. There are a few
special types of society which may be briefly mentioned; but their acti-
vities are generally either a form of co-operative credit or of co-operative
trading or both. Thus we have 13 building societies of which those at
Coimbatore and Kumbakonam have done distinctly useful work. These
are in essentials a form of Co-operative Credit Society based on limited
hab1htsv and share capital, their special feature being that they only lend
for house-building and their loans are necessarily for long ferms. Most
of the few ‘¢ agricult‘ural socigties >’ that we have got areé a form of the
village purchase society, their aim being to buy wholesale the agricultural
requirements of their members They- are based on share capital and
limited liability but have done httle work. One of them (the Avalnattam
gsociety in the Tinnevelly district) has made an interesting experiment-in
co-operative purchase by buying an expensive disc plough for hire to its
members. Another society which began as an agricultural society of this
type butb which has recently expanded into a tradingr union (the Nida-
mangalam Agricultural Society in Tanjore) not only purchases the agri-
cultural requirements of its members but also manufactures and supplies

' to its members bone meal and phosphatic manure. Two other agricultural
gocieties are on the model of a trading union and are attempﬁng interest-
ing productive work. This class of society is likely fo increase. Weavers’
gocieties generally combine the funcﬁgns of providing their members

_ Apsistant Registrars.

< 11
with cheap credit with that of purchasing the yarn and other requirements
of their members. In one or two cases they have attempted the joint sale
of the cloths produced : but what success has been attained in this direc-
tion has been mainly due to extraneous assistance,

18. Organization and- registration of societies.—Co-operative societies
are registered by an officer of the Co-operative Department not below the
rank of an Assistant Registrar. There are at present nine officers of this

rank in this Presidency * and their- jurisdiction and headquarters are as
shown in the foot note to this page. Iiach is assisted by a staff of “ Inspec-
tors ”’ andﬁoften by unpaid private workers who as * Honorary orga-
nisers *’ or “‘ Honorary Assistant Registrars >’ do much to lighten the
work of the Assistant Registrars. Applications for organization of socie-
ties and inquiries about co-operative work should be addressed to the
Assistant Registrar concerned. Societies are not registered unless there
is a reasonable prospect of their working successfully; ard the organiza-
tion of societies demands a good deal of patience, instruction and en-
couragement in the villages. This is done by the Assistant Registrar and
his Inspector, by the officers and staff of the supervising unions and by
Honorary Organisers and Honorary Assistant Registrars. It is on careful
organization and careful supervision during the first year or two of its
existence that the success of an ordinary co-operative society chiefly
depends. :

®

14. Method of starting a credit society.—-A brief note on the proce-
dure in starting an ordinary credit society may be of interest. The pros-
pective members who must be at least ten-in number send in an applica-
tion for the registration of their society together with a copy of the
by-laws that they desire to work under, both these documents being signed
by all the applicants. If the Assistant Registrar is satisfied that the
society is likely to succeed and that the applicants understand the duties
and responsibilities they wish to incur, the society will be registered in
his office registers and a certificate of registration is prepared and signed

N Reoefnt]y the Government have sanctioned a considerable inorease in the number of

Btation, Jurisdiction.
1. Madras .. . -Chingleput and Madras.
2. Cuddalore ., South Arcot and Tanjore.
3. Madura .. .. Madura, Ramnad and Tinnevelly.
4. Bezwada . .. Kistna, Gantar and Nellore.
6. Cocanada .. .. (anjam, Vizagapatam and Gédavan
G, Vellore .. .. North Arcot and Salem,
7. Coimbatore I'richinopoly, Coimbatore and The Nilgiris, »
8. Calicnt .. .» Malabarand South Kanara.

9, Anantapur Kurnool, Bellary, Anantapur, Cuddapsh and Chittoor.

The general control of the deyartment isin the hands of the Registrar of Co -0
Hocieties %rhose office is in Madras. He is assisted by a Personal Assistant, peratxve
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by him. A meeting of the applicants is then arranged at which an officer
of the co-operative department or an Honorary Organiser or Honorary
Assistant Registrar is present.
applicants, the objects of the meeting and the benefits of co-operation are

explained, the by-laws and the certificate of registration are read and

formally recorded and the society starts on its work. The original appli-

cants being ipso facto members of the society elect a nanchayat and the

minutes of the meeting aré recorded and signed by the Chairman. A

meeting of the panchayat then takes place at which the admission of

further members is dealt with and the application of members for loans

is considered. Share capital and entrance fees are collected and these are

If deposits are offered

by members or sympathisers, these are similarly. utilized. The bulk of

the money required for loans, which the panchayat resolved to sanction is,

however, wenerally got from the local central bank to which an application

for a loan is sent by the panchayat accompanied by a statement of the

assets and liabilities of all the- members concerned. Resolutions are also.
generally moved at this meeting applying for membership in the local

supervising union and the local central banlk.

A Chairman is elected, from among the

generally utilized in making a few small loans.

16. Moral effects of co-operation.—Some remarks about the p0581ble
development of co-operation on other lines will be found in Chapter VII,
The foregoing pages have attempted to give some account of the machi-
nery of co-operation as it exists at present in this Presidency. The
material benefits that are being derived, or may be expected from these
activities, are self-evident. But no account, however brief, .of the co:
operative movement in Madras would be complete which did not pay a
tribute to the moral benefits conferred by it on co-operators. It is the
general experience in this Presidency that the association of the people,
and more especially of the villagers, in co-operative societies teaches
them valuable lessons of self-help, self-reliance and self-respect, mutual
trust and mutual helpfulness, not to mention the important lessons of
punctuality and businesslike habits. Co-operation also provides a field
for social service in which the highest and the lowest can combine for the
moral and material improvement of the masses of the people, It is these
elements in the co-operative movement which touch most nearly the
generous instincts of the public and account for the almost universal
enthusinem which it evokes among all classes.

13
CHAPTER IL

AcriourTuRAL CrEDIT SoCIETIEs WITH UNLIMITED LiABILITY.

Rural and Urban Societies.—It has been assumed, and it is broadly
true, that village societies are based on unlimited liability and townsocie-
ties on limited liability. There are, however, some societies with limited
liability in the villages and some societies with unlimited liability in the
towns.. The former are societies with special functions other than credit
and the latter are societies where, for special reasons, the members are so -
intimately counected by proximity, occupation or caste that in spite of
their urban character, they are prepared to accept unlimited liability. The.
law lays down that agricultural societies created primarily for the crea-
tion of credit shall be based on unlimited liability. = Agricultural societies
are defined (G.O. No. 632, dated 18th March 1916), as societies in which
the majority of the members.live by agriculture and these societies are
naturally found in villages.

2. The Rural Credit Society.—The following paragraphs, therefore deal
mainly with the ordinary village credit society on an unlimited liability
basis, a class of societies which is far the most numerous and is the mos
important in the Presidency. ‘

8. The willage sowcar.—The great 1mp01tance of credit to the ordi-
Most ryots ha borrow for the
cultivation of their crops and can only repay their loans after harvest.
The terms for these loans from the village sowcar are nearly always
burdensome—sometimes outrageously so—mnot only because the rates of
interest are high, but also because they often involve the ryot in the
necessity to sell his crops at an unfavourable time and under unfair
conditions. The annual loss the poorer ryots suffer from this cause alone
must be very considerable. Indeed, estimates made by, co-operators of the
loss involved in selling a crop at harvest time (instead of a few months
later when prices have risen to a normal level) are rarely below ten rupees
an acre; more generally they state the loss per acre at twenty or thirty
rupees, and sometimes higher still. It is obviously most desirable so to
finance our cultivators that they need not be exposed to this serious loss.
Furthermore, the ryot Las often to borrow money for capital expenditure
either for the remunerative improvement of his land or for unremune-

nary villager needs little emphasis.

rative but unavoidable expenses such as marriages or other ceremonies.

The terms of such loans are, as a rule, for the poorer man very. burdensoméfi
and the poorer ryot tends fo become involved in debt from which sorﬁ'e‘ ‘
times there seems to be little chance of his recovery. Indeed, the sowear™
is often not at all desirous of the debt being returned, being content thakthe

e

3
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interest should be paid every year and not seldom preferring to hope
that the debt will not ultimately be repaid and he will be able to sell the
ryot up and get his land. Indeed, he sometimes refuses to take payment
in instalments and in other ways tries to retain a permanent hold on' the
ryot. It is not surprising, therefore, that ryots welcome the formation of
a credit society by means of which, with comparatively little real risk to

themselves, they can obtain loans at reasonable rates and on terms of

repayment which are specially designed to be as convenient as possible
to themselves; and it is not surprising, therefore, that enthusiasts often
see in co-operation the salvation of the Madras ryot.

4, Unlimited liability—It is true that, as noted above, a viilage
credit society can be managed without serious risk to the members. But
it has to be remembered that these societies are based on the unlimited
liability of each member -for the debts of the society and the potential
risk is proporticnately great, and it is only by careful instruction of the
members at the time of organization, by careful supervision during the
early years of the society, and by a ready response of the members to
instruction and exhortation that the risk can be reduced to negligible
proportions. In practice it is found that, given careful organization and
supervision, the members of a village society can nearly always be relied
on to recognize their responsibility and work a society with reasonable

. efficiency and success. Most of the failures in this Presidency seem to

haye been due either fo too hasty organization or, far more frequently,
to inadequate supervision. -

5. Its risks.—One or two points in connexion with organization of

rural societies may be nofed. Firstly, it is essential that the prospective
members should be taught the real meaning of unlimited liability, care
being taken both to emphasize the great potential risk involved and at the
same time to point oub that, as experience has shown, the practical risk
is, with decent management and a careful choice of members, negligible,
In fact, the two extremes must be avoided of taking unlimited liability

too lightly or being too much afiaid of it. The great thing the villagers’

have to learn is that if they only admit good men as members and if the
members look after each other properly, they are perfectly safe; but that,
on the other hand, they run great risks in admitfing bad men or neglecting
to watch the conduct of their co-members. -

6. Necessity for leaders. —While emphasizing the responsibility of

each slngle member for the welfare of the society, it is of course.

necessary to recognize that success will depend very largely on the leaders.

And it is essential to find at least one or two men of intelligence, energy

. profits go to the society’s
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and good w1ll who can be relied upon to take the lead in managing the
affairs of the society and instructing the others. Such men are generally
available. ’

7. One village—One society.—It has been usual in this Presidency to
alm at the ideal of one society for one village. Societies extending over
a larger area lose the qualities of proximity and mutual knowledge which
are of such primary importance in societies of this kind; and on the other
hand, village sentiment is ordinarily opposed to dividing a village by
having more than one society in it. Sometimes it happens that a village
is automatically divided by caste or occupation or otherwise and that it
is not possible to fit all sections into the same society. In such cases it
has been the practice to recognize the facts and to make more than one
society. In particular, the Panchamas often feel that they will have a
better chance of getting the best out of co-operation if they are given a
society of their own and there are a good many societies of this kind. But
men of these classes not infrequently belong to a general village society
and often receive humane and conmdera’ce treatment from their fellow
members,

8. Methods of rural societies;—The model by-laws which are readily
available* will give a sufficiently clear idea of the construction and work
of such a society. Briefly, the members create credit by pledging the un-
limited liability of each one of them for the debts of the society. On the
strength of this credit they borrow money either by way of deposits from
their richer co-members or local sympathisers or by way of loans from' a
co-operative central bank. This money they lend out to their members
elther on the mortgage of immovable property or on the security of ome
or more sureties. They generally borrow at 71 per cent per annum and
lend to their members at 9§ per cent, or at 1} pies per rupee per men-
sem. The ultimate authority lies with the general assembly of the mem-

‘bers but the .ordinary business is done by a ‘‘ panchayat ”’ elected by

the general assembly. The society usually is affiliated to a co-operative .
central -bank, in which it takes one or more shares, and to a local supet-
vising union which, as described below in Chapter VIII, looks after

- the work of the affiliated societies and assists them by advice, encourage-

ment and occasional discipline. The profits of the society depend on

- the margin between the rates at which it borrows and lends. Half the

“ reserve fund ’’ and out of the other half a

small dividend may be paid on share eapital and a small percentage may .
be set apart (for charitable purposes) to a common good fund.” All

® These oan be obtained{from the Registrar'or from any Assistant Registray,
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unappropriated profits go to the reserve fund. The reserve fund is usu-
ally invested as a long term deposit in the co-operative central bank to-
which the seciety is affiliated partly to ensure the stability of the society

and partly to strengthen the financing banks -on which, under present
conditions, the whole stability of the co-operative movement in the vil-
lages depends. A moderate share capital (payable on easy terms) is
demanded from each member partly in order to provide the society with

free capital and - thereby increase its strength and partly with the idea
of encouraging members to learn the elementary principle that co-
operative credit aims at saving and not only at borrowing. -

9. Long term and short term loans.—A few hints dictated- by the

experience of co-operators may not be out of place.

’
There has been some controversy among co-operators about the res-

pective wmerits of long and short term loans. In the Tamil country it
has been customary to concentrate the money of societies on long term
loans for the redemption of prior debts, for land improvement and other
purposes; while e.g., in the Notthern Circars the tendency has been to
give loans repayable within the year for such purposes as cultivation,
purchase of seed or manure, payment of Government kist and holding up
of produce for a favourable market. It is necessary to recognize thg
value of both these classes of loans; but it is necessary. also to recognize
that of the two the latter is generally the more remunerative; since it is
the latter which enables the ryot to avoid selling his crops at the wrong
time. Itis fair, too, to say that long term loans have their special dangers.
In the first place, a number of large long term loans to the members may
exhaust not only the credit of the individual members but also the credit
of the society so that no money is available for a year or two for the short
term requirements of the membeérs and they are driven back for accommo-
dation on the very sowcar from whom they have been relieved and thus
lay the foundation of what in a year or two may become a new edifice
of «“ prior debts.” Furthermore, a long term loan may, especially in the
early days of a society, have a rather demoralizing effect on the member.
A large sum of money has fallen almost miraculously into} his hands ag it
were from heaven; he has done little to earn it: he has not yet learnt

habits of co-operation and punctuality ; and he is apt to take the money -

too much as a matter of course and take too little to heart his duty of
repaying it. On the other hand, the terms of a ryot's prior debts are
sometimes so burdensome, or his creditor is so peremptory, that if he is
to act on his legs at all, his prior debts simply have to be paid off, It is
thus impossible to lay down any hard and fast rule. But the following
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principle may fairly be enunciated. It is undesirable, as a general rule,
to give long term loans for the payment of prior debts to a society which
has not already been working satisfactorily for a year or two, or to a
"member who has not already learnt the co-operative lessons of punctua-
Jity and mutual responsibility. And secondly it is of the greatest im-
portance, when giving such loans, always to retain for the members and
for the society enough credit to meet their ordinary requirements for
short term loans. Indeed, experience seem to show that it is precisely
in those (often small) loans for urgent necessities that the sowéar’s terms
are harshest and the injury he inflicts on the ryot is most severe.
~And it is by prompt and adequate finance for cultivation, for the payment
of kist, for the purchase of food and clothes and for the other urgent
necessities of the ryot that a rural credit society can most benefit its
members,

10. Repayment -of loans.—It is very irmportant to fix the time of
repayment so as to be convenient to the borrower, and this is ordinarily
the time at which agrlcultural produce can be sold to the best advantage.
A -great deal of avoidable loss is as noted above incurred by ryots by
being compelled to sell their produce just after harvest when prices are
at their lowest. It is to be feared that the panchayats of societies are
not always sufficiently careful or considerate in this respect. When,
however, the terms of the loan have been fixed so as to be as convenient
‘as possible to the member, great effort should be made by the panchayat
to secure payment on the due date, since the first and most difficult lesson
the village co-operator has to learn is that of punctuality. Under proper
safeguards and for special reasons,an extension of time may be given (it
is obvious e.g., that a labourer who breaks his leg and can't work,
cannot be expected to pay his debts up to time); but those extensions
should be most carefully limited to cases of absolute necessity or they
open the door to disaster.

AL, Security for loans.-—Loans to members are very properly given as
noted above on tangible security—very properly, because business is
business. But societies sometimes forget that the real security in a village
society depends to as large an extent on character as upon tangible
security and that a loan to a poor man of krown good will and character
and earning power is a perfectly safe investment. Hence it is sometimes
found that societies hesifate to admit poor men to membershlp simply

“because they are poor and regardless of their character and hesitate to

lend their poor members the money that is absolutely necessary for their
tmprovement. It is, of course, very desirable that societies should be

3 .
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careful, but cases sometimes occur in which it is difficult to distinguish

the principle guiding a society from that which guides an ordinary

village sowecar,

12. Adequate finance.—Another mistake not infrequently made in :

village societies is to refuse a loan to a member merely on the ground
that he is already in debt to the society. It may be right, and is no
doubt often mnecessary, to refuse accommodation to a defaulter. But the
mere existence of .a prior loan is not a sufficient reason for mfusmg a
member money which he must have for urgent and reasonable purposes.
If the society doesn’t help him, he is driven into the arms of the sowecar
whereby his financial position becomes weaker instead of stropger and
he bhecomes, inter alia, less able to pay to the society the money he has
already borrowed.

13. Some dangers to be avoided.—A few special points may be men-
tioned. Panchayats often find it difficult to get money for their members
just when they want it. The formalities for getting a loan are sometimes
troublesome and panchayats do not always get ready and present their
application sufficiently early. It is necessary to ascertain the needs ‘of
members sufficiently in advance of the regular periods when money is
likely to be wanted and.to send.in an application in sufficient time to

ensure the money being received when it is required. This, of course, is™~

difficult and .requires energy and foresight. The following device has

heen adopted with success in a few districts and has rendeved it easy fo -
obtain money for societies at short notice. Each society estimates at the

beginning of the year the total amount that it is likely to require for short

term’loans. The necessary formalities are gone through and the society

" then executes and lodges with the central bank a bond for the whole
amount. As occasion arises, it~draws against this bond and obtains the
money without delay. It endeavours, of course, to give the bank as long
notice as possible of its needs. Secondly, it is not always easy to avoid

baving idle money in hand which is losing interest. This is to be deplored -

because the retention of large cash balances reduces the profits of ‘the
societies and places the treasurer in rather an' invidious position, If
money cannot be usefully employed, it should be sent without delay to the

bank. Thirdly, panchayatdars in societies of a poor class are exposed to .

the temptation of favouritism in the distribution of loans and sometimes
lend far too much money to their friends and relatives to the prejudice

of the general body of the members. The creation of a healthy public

spirit in the village and careful supervision and encouragement by the
local union are the chief remedies for this abuse,
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14. Use of credit societies for trade.—The preceding paragraphs have
-dealt with this class of societies as purely credif institutions, as indeed,
they are. It has been possible, however, to use them for purposes of co-
operative trading, in which, acting as their members’ agent, they secure
to their members the essential advantages of co-operative buying and
selling without accepting financial risk. These activities, which are full
of hope for the future, will be deseribed in a later section.

CHAPTER 1IL

GREDIT Soo1eTiEs wITH lamitep LIaBILITY.

Limited lability societies found gemerally in towns.—Co-operative

-Credit Societies with limited liability are, as the law and common sense

alike direct, found only in the towns. In the towns we do not ordinarily
find the degree of mutual frust and intimate mutual knowledge which
encourage people to join a society with unlimited liability; and in the
towns we do find people more ready than in villages to subscribe the -
substantial share capital to which (in the absence of unlimiled liability)
banks and depositors look for their security. As mnoted above,
however, we .find societies with unlimited liability in the towns

where the members of e.g., a street or a quarter, on a caste

or an industry, either for want of share capital or from the existence of
mutual knowledge and trust or from both causes, prefer that form. There
is probably a considerable room for amplification of societies of this kind.

2. Urban banks.—A great deal of what has been said in the last
chapter will apply mutatis mutandis to credit societies with limited
liability or as they are often called * urban banks.” A few special
points may perhaps usefully be mentioned. o

3. The relation of urban banks to central banks and local unions.—
Urban banks generally aﬁihate themselves to a co-operative central bank
and a co-operative union but this is more often from sentimental
grounds and a desire to take part in the life of the co-operative move-
ment as a whole than from an expectation of solid advantages, They
do not often need to borrow from a bank, since they are able to meet
most of their requirements out of local deposits which are more readily
obtainable from the townsman than from the less sophisticated vil-
lager. Nor do they need the “ supervision *’ of a local union, since the
directors are as a rule men of superior education to the village xepreéen-
tatives who form the bulk of the members of the Union Governing Body.
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On the other hand, their subscriptions to the union funds and still more
the advice and encouragement of their representatives in the general
assemblies and on the governing bodies of the unions ure of great
value. They are able also not infrequently to voice the feelings of the
unions and the village soieties in the general body meetings and on the
directorate of the central banks, and their experience is often of value in
-the administration of these institutions.

4. Special features of Urban Banks.—The loans to members are
governed by the general principles applicable to all credit societies; but
from the nature of the case, they are apt to be for shorter periods than
those given by rural societies. Payment by monthly instalments is the
rule rather than the exception. The margin between the rate” at which
the money: is lent to members (generally 93 per cent per annum) and the
rate at which deposits are securable is again larger than the margin in
rural societies and hence the profits are larger. And since only 25 per
cent of the profits need go to the Reserve Fund (instead of 50 per cent as
in the rural societies), a larger dividend is allowed and paid, and there is
money available for the payment of a competent clerical staff and for the
remuneration of the Secretary'and Directors. In fact, the ease with which
profits are made may perhaps sometimes be something of a share, taking
away as it does.the stimulus which is always present in a rural society,
to collect loans and interest punctually so as to avoid loss; and indeed, it
is a fact that some urban banks have very heavy overdues which it is
difficult not to condemn. :

5. Size of banks.—Another danger which threatens urban banks is
that of growing too large. While recognizing that the ‘same degree of
mutual knowledge is not possible in an urban bank as is essential in a
rural society, it is still fair to postulate a certain amount of mutual trust
and mutual knowledge or the moral basis of co-operation tends to be
obscured or lost. And if a society grows beyond a certain size, the ten-
dency is for the managing committee not to know the members and for
the society to deteriorate into a common lending shop divorced from moral
considerations. When such tendencies disclose themselves, it is wise to
consider the desirability of splitting up the society into two or more

smaller ones.

CHAPTER 1V.
Co-opERATIVE CENTRAL BaNnks.
Growth of central banks.—The backbone of the co-operative movement

in this Presidency lies in the co-operative banks or *‘ central banks.”” As
already noted, it is impossible for the ordinary village society to attract

1
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local deposits sufficient to meet all the requirements of the members; and
indeed in this Presidency local deposits form so far an insignificant part
of the working capital of our village societies. From very early days,
therefore, the need was felt for an agency which could attract deposits
from the towns and employ them safely and profitably in financing the
villages. Fortunately, and to the eternal credit. of the pioneers in this
field, gentlemen were found who, animated by a desire to spread co-
operation in the villages, were prepared to find share capital and deposite

* for this, at first novel, enterprise. The Madras Central Urban Bank was

Jrst in the field and at first found money for societies in all parts of the
Presidency, Other central banks gradually followed and there are at
the time of writing no less than 25 of such banks. Each of these banks
has a recognized field of activity which at first tended (not unnaturally)
to follow the boundaries of the revenue district. Latterly it has been
recognized that there is mno.special co-operative virtue in a revenue
district and that banks should be established wherever desirable on
grounds of co-operative finance. The division of societies under ‘* central
banks ’’ is not, however, invariably by area, though a local jurisdiction
for a central bank is likely to be the rule. A number of societies for
Christians in various parts. of the Presidency prefer to be financed and
looked after by a bank of their own; and these are affiliated to the Madras
Christian Central Bank at Madras, :

2. Individual and society members.—At first these banks consisted
entirely of individual shareholders; but, as noted above, the principle

‘was gradually recognized that the societies financed by them should be

affiliated as shareholders and should have a voice in the management
and a share in the profits. At present, in nearly all our central banks,
the societies served by them are shareholders and have a fixed representa-
tion on the directorate. Their interests are further safeguarded by limit-
ing the rate of dividend payable on the share capital, the bulk of which, -
under present conditions, is held by individual shareholders. The com-
promise is a very fair one. It is true, on: the one hand, that'these banks
can only prosper through the regular field of investmeént offered by the
village societies and their essential soundness. It is equally true at
present that the public would be unwilling to make deposits in- these
banks unless they had among their shareholders and directors the leading
local gentlemen whose adherence is regarded by the public as a guarantee
that these banks will be properly managed. It is an arrangement, too,
which, as noted-by Mr. Ewbank in his Manual of Co-operative Societies
for Bombay Presidency, ‘* affords a suitable opening by which the lead-
ing gentlemen of a district, who could hardly be expected to join village
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societies and to share in the unlimited liability which most of them
undertake, can take their part in promoting and guiding the movement.”

3. Madras central urban banl’c———l”unctions and . constitution.—Qver -

and apart from the central banks stands the Madras Central Urban Bank.
This bank was originally the only co-operative central bank in the Presi-
dency.’ When other central banks arose, it performed the two functions
of (1) lending money to the new ‘‘ central banks ’’ to supplement their
own resources and (2) lending direct to societies in areas not served by
such banks. The latter function has gradually decreased with the organi-
zation of new central banks. and it is reasonable to suppose that the
time will come when the Madras Central Urban Bank will become
a regular apex or provincial bank whose only function will be to find
money for the central banks and take over their surplus money for
utilization elsewhere. The Madras Central Urban Bank, like the others,
admit Central Banks as shareholders and gives them a small but fixed
minimum representation on the directorate. Its dividend also is fixed
at 9 per cent. but, for historical reasons which it is not necessary to go
into, it was found ‘fair to allow the individuals a preference to a divi-
dend of 9 per cent. The shares are still predominantly held by indivi-
duals, but it is hoped to devise means to alter this proportion'and to
give the bank a closer approximation to a genuine federation of central

banks.

4. Finance and constitution of cenlral banks.—Central banks and. the

provincial bank live mainly on deposits from the public and have

succeeded to a gratifying extent in securing publici confidence. They also |,

owe a great debt of gratitude to the Bank of Madras which grants many
of them generous cash credits at a low rate of interest. The Madras
Central Urban Bank enjoys a cash credit of no less than seven lakbs. The
Madras Central Urban Bank lends to central banks at 7 per cent and the
latter lend to village societies at 74 per cent; but they allocate four annas
out of every 74 rupees collected to a supervision fund so that their net

eérning is only 7% per cent. The constitution of these banks is very like
that of an ordinary joint stock bank. Two minor points may be noted.

The representatiou of societies on the directorate is necessary and most

desirable. As, however, the village directors often live in distant places,

- it is not easy for them to attend méetings frequently or with regularity.
This has caused some inconvenience to the prompt transaction of business,
and means have to be devised of delegating to smaller bodies or to indi-
viduals powers of taking immediate action when required. Some banks
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have adopted the device of forming an executive committee with large
powers of disposal subject to the delegation and control of the board of
directors whose meefings can thus safely be made less frequent.

5. Supervision fund —Both the banks and the primary societies
contribute to a “ supervision fund *’ from which supervisors are main- |
tained for the purpose of touring round the societies, inspecting the -
accounts and advising and encouraging the members. These funds are
generally administered by the ‘‘ supervising unions**described in the
introductory chapter. In a later chapter the functions of the bank and
the local union will be described in some detail. ‘

CHAPTER V.
Sprcrat, Tyees oF CrepIT SOCIETIES.

A brief note may mnot be out of place on special types of credit
societies: which do not conform entirely to the ordinary rural and urban
models described above or which present special features.

2. Ewmployees’ societies.—First of all, there are various kinds of socie-

ties for the employees of a public authority, a commercial firm or company
or other large organization. Such are the various public servants’

‘societies, scavenger societies, municipal employees’ societies, school-

masters’ societies, mission employees’ societies or the recently started
society for the employees of the Madras Electric Supply Corporation.
Some of these (e.g., public servants’ societies) admit members from a
large area, the want of local proximity being made up for by the mutual
knowledge -and control involved in their being associated in a commeon °
service. These generally adopt a limited liability form and generally
resemble in constitution and by-laws the form of an urban bank.  Biit
the share capital'is often made payable by instalments, personal security
is pleferred loans are ordinarily made payable within a maximum period
of tjx enty months and a good many of these societies ensure repayment
by requiring members to authorize their employer to deduct their dues
to the society out of their pay—a salutary (if not wholly ideal) provision
which (to their credit be it 'said) the members generally recognize as a
wise assistance to their own punctuality and honesty.

3. Societies for scavengers.—These societies do admirable work, and-
the scavenger societies may perhaps be selected for special mention. It
is difficult to over-estimate what these have done for their members; but
some indicatign may be given by the siniple statement of the fact that
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before the introduction of these societies the ordinary rate of interest
payable by these men was 144 per cent per annum. The members now
pay 12} per cent to the society, the unusually high rate being designed
to cover loss from death or desertion. Compulsory savings deposits are
also levied from the members and in some such societies there are large
sums to the credit of their members. These societies have also been able
to assist their members by the joint purchase of their requirements—
especially food and clothing, It is to be feared that such classes—un-
touchable and not allowed to approach too near persons of higher castes—
are too often cheated to a very cruel extent by the shopkeeper over the
price, quality and measure of the articles they purchase. It has been
found possible to avoid this source of loss by periodical wholesale pur-
chases of the requirements of the members through the officers of the
~ society and their distribution to the members, the cost being debited to
the members’ accounts. It need hardly be said that the improvement in
the material condition of these men is reflected in an improvement in
their morale especially in sobriety and cleanliness. Though, of course, it
always endeavours to associate the leading members in the conduct of
these societies, the greater part of the work has to be done for them by
_the superior employees of the municipality or by the councillors. Much
splendid work is done by these gentlemen.

4. 'ishermen’s societies.—A special type oi society is found among
fishermen especially on the West Coast. ~ The movsti_‘stnkmg feature of
these is that they devote as much pains to saving as to lending. The
fisherman does extremely well during the fishing season, and his chief
trouble lies in the fact that he is apt to be very extravagant in his period
of prosperity, with the result that he leaves nothing for the lean months
of the off season. The societies have been very successful in securing the
savings of their members by way of compulsory and voluntary levies of
share capital and deposits; and most of them are quite self-supporting.
They owe their organization and success very largely to the initiative
and guidance of the Fisheries Department and especially to Sir Frederick
Nicholson, k.c.r.E., till recently Honorary Director of Fisheries and his
Assistant M.R.Ry. Rao Bahadur V. Govindan Avargal.

5. Panchama societies.—Somewhat special treatment is given to
societies for Panchamas and other depressed classes. Here loans-are
given to an extent in excess of the one-eighth of their assets which is
recognized as the standard maximum of the borrowing: ‘power of- ordinary
rural societies, the proportlon sometimes going as high as one-quarter
or one-third. The risk is covered by special efforts at supervision and
by insisting that loans shall be passed onl to the members at 12} per cent
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so as to create a fund for insurance against loss. Most societies of this
kind are affiliated to and financed by the Madras Christian Central Bank.
They are frequently also supervised by the Rural Secretaries of the
Young Men’s Christian Association whose services are given gratuitously
for this work.

8. Societies in the agency tracts of the Northern Circars.—A promis-
ing field for co-operation, which has as yet hardly been tapped, seems to
lie in the agency tracts of the Northern Circars. Here there is an un-
civilized population with undoubted earning power and universally ad-
mitted honesty and straightfortwardness, yet thriffless and easily cheated
and victimized in most of its dealings by the money lender and the trader
from the plains. An extremely interesting experiment has been made
recently in the Ganjam district by Mr. L. H. iArndt, I.C.S., who has
organized a society for credit, purchase and sale extending over the
whole of one of the agency taluks. One or two societies of a more normal
type have been started in the other agenmes and it is hoped to spread
these activities considerably in future.

7. Grain banks.—Borrowing in kind instead of in money is still
preferred in some villages and we have a few grain banks which satisfy
this need. These are on an unlimited liability basis and bears a strong
resemblance to ordinary unlimited liability eredit societies. The chief
difference is that they only lend in grain, maintain a granary for the
purpose, and depend for their working capital chiefly on deposits of cash
and grain made by their own members or by sympathizers. Loans of
grain are made repayable at the next harvest and are repayable in grain
with interest, which is generally fixed at 25 per cent.

CHAPTER VI. ‘
v WD

SocIETIES FOR PURCHASE AND Sane.]

Need jor co-operative tradc.—In an earlier chapter a brief statement
~will be found of the theory of co-operative trade and a brief analysis
of what has been done in this Presidency in this dlI’eCthD That there
/is a real need for co-operative trade in this COURbp=fE=s The
public believe that, generally speaking, thexf“ﬂo nob“g"@%f{a" ,_‘ X, from the
traders, that the agriculturist and the ﬁrtlsan d6 not “get, p@)enough
for what they have to sell and that th,e pubhc J(especially the S
are charged too much for what they v@ant; to buy and are oftén'gei i
over the quality and the quantity of thmr purchases

’ x‘ lex 6
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2. Urban stores.—The co-operative purchase by societies of their

members’ requirements for sale to their members has already taken firm -

root in this Presidency. The greater part of such work has so far been
done by co-operative stores located in the larger towns. The Triplicane
Urban Co-operative Society was started in Madras in 1905 has now 16
oranches, has a capital of Rs. 54,5667 and a reserve fund of Rs. 51,755
and in the year ending 30th June 1919 did a trade of Rs. 9,41,339 with
a profit of Rs. 28,175. This is far the largest co-operative store in this
Presidency; but there are stores of fair size at Coimbatore and Madura
and some other towns. There are altogether 89 such stores in this Presi-
dency and their total trade in the year 1918-19 amounted to Rs. 18,11,5G9.

3. Credit societies being affiliated to urban stores for trade.—Some of
the urban stores have admitted to membership such of the ordinary credit
societies In the neighbourhood as desire to join. The Secretary of each
credit society obtains an indent of the needs of each member and arranges
for payment either in cash or by arranging for a loan from the society
to the member, issues his order to the stores and pays in cash or by a
cheque from the central bank or both. A good many credit societies do a
profitable business by buying their members’ requuements not through a
store but in tlhie open market.

4. Trading societies without a regular store—There are also a few
trading societies which do not keep a regular store but merely act as the
agents of their members, whether individua]s/,or primary societies. The
individual shareholders in such societies are generally prominent ryots
not all living in one place but scattered over a fairly large area—such as
a firka or taluk.

5. Trading societies in willages.—There are a few small trading
- societies in villages, either small general purpose stores or else ** agri-
cultural >’ societies, which purchase the agricultural requirements of their
members. These do not work so far on a very large scale.

6. Business as agents.—The store societies do not, as a rule, do much
business as agents. But there are certain advantages in a business of
that kind. There is no danger of the goods being left on their hands;
they take no risk of a fall in prices; and they can extend their trade to
a far larger extent than would-be poss1ble with their generally moderate
share capital if they traded solely at their own risk. The advantages cf
doing an agency trade for other societies are obvious. The $ame advan-
tages will probably be found in doing an agency trade for individuals

~also. It is of course difficult for an individual to be able to gauge the
extent of all his requirements for weeks or months ahead. And a store
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will always have to keep a certain stock in its shop of articles commonly
wanted. But a good many of a man’s requirements can be so estimated
and there is probably a large field for this kind of business. There seem
to be almost boundless possibilities. for the co-operative purchase on this
system of the requirements of the members of the ordinary credit societies
—especially if they find it possible to join as shareholders some store or
trading society with adequate share capital and good business experience.

. The possibilities may be estimated roughly by the following calculation.

At the end of June 1919 there were 170,000 members on the rolls of
village societies. It is not an extravagant estimate to reckon that each
member purchases on the average for his family articles worth Rs. 200
every year, and that, if these articles were purchased co-operatively, the
‘¢ profit * (i.e., the difference in price) would be on the average at least
10 per cent. If all these families made their purchases co-operatively,
the ““ profit ”’ in one year would be four lakhs of rupees which would
thereby be taken out of thé pockets of the middlemen and put into the
pockets of the ryots. That the above is not a fantastic dream but a cold
possibility seems to be indicated by the recent experience of one of our
‘ trading unions,”” namely that at Tiruvannamalai in the North Arcot
distriet. This is a store society which, besides supplying the requirements
of individua! members in the town, buys also for some forty village
societies which have taken shares in the store. The trade done on behalf
of these village societies in the last four months of the year 1918-19
amounted to over Rs. 60,000, and the ““ profit ”’ derived by the members
(i.e., the saving effected by the joint purchase) is estimated at Rs. 15,000
or 25 per cent. The articles chiefly dealt in were rice, salt, chillies,
kerosene oil and cotton seed.

1. Trade more difficult than credit.—The management of a trading
soc. ety is, naturally, more difficult than that of a credit society. Iixperi-
ence and foresight are needed to determine where, when and in what
quant{ties to buy, and to balance e.g., the advantage of buying large
-stocks cheap against the disadvantage-of having large stocks on hand
‘with the accompanying loss of interest. Elaborate accounts are usually
kept so as,to guard against pilfering, and stock has to be taken pretty
often. All this throws a lot of work on the panchayat and its paid staff.
It ig difficult for the panchayat to find time to keep in close touch with
all the details of the stores management, and the small profits of these
institutions -do not, as a rule, permit of the entertamment of a highly paid
establishment. :

8. Practical difficulties in stores.—There are two spec1al dlﬂicultles
which hamper the work of our stores. The first is the difficulty, in view
of the comparatively small share capital, of obtaining sufficient credit
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for large purchases and. therefore of taking advantdge of low ‘prices to

lay in a large stock. It has bééﬁ"suggested more than once that loans to

stores might be given on a pledge -of the. bulk of the stock, properl)
insured and kept under the key of the financing bank, small issues being
made from time to time to the salesman. This seems a good idea. And
indeed, the system of keeping the bulk of the stock apart under lock and
key has been tried with success in order to reduce the trouble of stock-
taking. The second difficulty lies in the fact that stores have not always
* secured a complete loyalty of their members, and the latter are apt to
desert the store when any article can be had cheaper elsewhere. Thus
they take full advautage of the low prices for an article which the stores
have phrchésed on really good terms and leave the society to suffer the
loss of an unfortunate purchase. They also conceivably play into the
hands of the shopkeeper who may be willing to undersell the society afi a
loss to himself for a short time in the hope of getting th.e members into
his clutches again.

9. Bonus on purchases.—Stores, as arule, do not follow the Rochdale
system of selling articles al the ordinary retail market price and distri-
buting the benefits of the co-operative trade by a deferred periodical bonus-
on purchases, but prefer ordinarily to give the members their ‘‘ profit
at once in the form of a reduction of price. It is possible that the Roch-
dale system would be more beneficial since the continuing Proﬁts derlve?,d
from low prices is apt to be squandered, whereas a substantial bonus paid
in a lump sum is likely to be invested or used for some useful purpose.
Indeed the ‘° bonus >’ earned in co-operative societies is one of the chu?f
items in the savings of the ordinary English working man. In this
Presidengy, however, the members prefer to take their “ profit ** at once.

10. Co-operative sale—(a) Among weavers.—The co-operative sale of .

the produce of members (whether agricultural or indu'sicrial) has not been
tried to any great extent in this Presidency. Experiments so far made
f£all into two classes. Firstly, one or two societies of weavers have endea-
voured to sell the cloths woven by their members. They have been
hampered by ignorance of the channels of the cloth trade and -also by
their inability (owing to their small resources) to find credit to carry
them over the ¢ off season ”’ when cloths are not saleable at a profit. A
certain measure of success in this direction has been secured by the
_ Conjeeveram Weavers’ Union buf only on a small scale. In two cases in
the Ganjam district recently, societies have managed this business success-
fully but only through their great good fortune in securing selling agents
who are prepared to undertake all the risks of sale for a vel:y low com-
mission—in the one case Messrs. Best & Co. of Madras and in the other
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case the Madras Government. This’ devxca was des gned” on.ly o “cover
an emergency; and essential difficulties will*have tor be squarely met and
tdckled “Perhaps the difficulty about credit might be alleviated by borrow-
mg on a mortgage of the stock of cloths properly secured and insured=

11. (b) By rural credit societies. —Secondly, a few attempts have been

made by ordinary rural credit societies to sell jointly the produce of
their members. These have met with tolerable success and it is to be

- hoped that the experiments will spread till a system of co- operative sale

is developed. It is, however, often difficult to get” the- membeys to act

 together and the societies cannot always obtain advice as to the best time

|

and place to sell. Trade of this kind has so far been done on an agency
basis, the soviety merely acting as the- members agent; and it is probable
that this is the only safe line of advance under existing circumstances.

CHAPTER VII.
OTHER Tyres oF S001 ETIES.

A few remarks may be of interest about other types of societies. In l
the foregoing pages, allusions will have been found to weavers’ societies,
housebuilding societies and agricultural societies, since all these types
have functions éither of co-operative credit or of co-operative tradmg or
both. It may be convenient, briefly, to group together what there is fo be
said about such of these and a few other classes of organizations.

- 2. Various forms of co- operatwn —And first, it will be convenient to

tabulate very briefly the things that co- oPeratmn has been found in this
or other countries to do for people.

(1) By co-operative credit, people get cheap money, reasonable
terms and cons1derate treatment.

() By co- opera’clve purchase, people are able, by the elimination
of the middlemen, to buy their requirements, domestic, acrncultulal and
mdustrial, at reasonable prices and of good quality. :

(8) By co-operative sale, people cin get.better prices for their pro-
duce, again by the elimination of the mlddlemen :

(4) By the co-operative ownership of expensive apphances of machi-
nery, people who would be unable to buy them are able to obtam the use
of such articles for moderate fees.

(6) By co-operative factories people are able (a) to prepare ‘their
own produce for market without the. intervention of the manufacturer
and (b) to manufacture their own domestic and other requirements.
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3. Position of weavers in relation to co-operation.—The weaver of .this
Presidency has a high degree of hereditary skill and pl:od_u‘ces. articles
desired and often very highly valued by the public. Still, it is a ffmt
that a good many of them make a rather poor livelihood; and the ql}estlon
has been often raised as to whether co-operation can help the.m. Circum-
stances of course vary very considerably; but it may nf)t be inaccurate to
state as a generalization that the weaver is generally in debt to a dealer
who makes advances to him in cash and in yarn, and who sells h1sAclot.h
for him; and it is génerally believed that the weaver is chefxted ovgr‘hls
yarn and his cloth. It is said that the loans are ofteI% ‘given at rates
rveasonable enough, the dealer being satisfied with his hold thel:eb:y
secured over the weaver and his profits on the yarn and clot.h. But it is
clear that co-operative credit is in itself of great potential help to a
weaver since it frees him from his obligauon to the dealer and enables
to buy and sell where he likes. And therq are 1a?g§ numbe?s .of weavers
in our ordinary credit societies as well as in sociefies consisting Who.lly
or mostly of weavers who derive considerable benefif from eo-operat‘lve
loans. But the real difficulty in the case is to arrange for the co-oper.atl’ve
purchase of yarn and the co-operative sale of cloth. Several societies
have attempted both of these, but so far with little success. The weavers
themselves seem’ to know very little about the yarn o.r_the clot-h.trftd.e;
these trades are very complicated owing to the extraordmary- multiplicity
and variety and change in the kinds of yarn used and the kinds of cloth
woven; and so far no one has been found with the time, knowledge a'nd
inclination adequately to instruct and advise the weavers about buy;mg
their yarn or selling their cloth. Matters have .been m?de Worse.durlpg
the. war by the extraordinary fluctuation of prices which has hit. some
of our societies hard. But it would seem that there must be room for
very great improvement of the economic posmo.n of the weaver if 1(;(1)_-
- operative organizations can be formed to buy his yarn at a reasonable
price and get him a fair price for his valuable, and sometimes very
valuable, finished products. Careful and cool st,udy. of these 'tradeg
will be necessary. But the thing can be done; and.there is no extravagan:
fancy in a mental picture of a network of weaving soc‘n?tlefs throtlghou‘
the Presidency organized into central or wholesale societies which ate
closely in touch with the yarn and cloth trade, can get. th? weaver .hlS
yarn cheap, can advise him what to weave, and can sell his cloth for him.

4. Weavers’ co-operative factories.—It has been m.ore .than once sug-
gested that weavers’ co-operative factories equipped with improved hand-
looms and other up to date appliances might do well; and one of th.e
Conjeeveram Weavers' Societies has achieved a moderate success on this
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principle. But a factory does not in itself.solve the main difficulty, that
of buying and selling; and it is doubtful if much better results in other
directions are obtained in a factory than could be obtained in a society
of weavers working with improved appliances in their homes. And it
may be added that cb-oPerative societies of all kinds are found to be
admirably receptive of new ideas for the improvement in the appliances
and methods of their members’ occupations, whether agricultural or
industrial. '

5. Agricultural societies—The few so called agricultural societies
other than credit societies in this Presidency are of several types. There
is first the village agricultural society which purchases the agricultural

A

requirements- of its members co-operatively. There is really little need

for such a type as purchases of all kinds can be done perfectly well by an
ordinary credit society; and it is not likely that societies of this type

will increase. Secondly we have agricultural societies which approximate *

to trading unions, with a share capital contributed both by indiviQuals
and also by affiliated primary credit societies, which buy the require-

ments of their members both by indent and at the society’s risk, whether -

agricultural or otherwise, but with special attention to the improvement
and cheapening of agriculture. These societies also aim at selling the
produce of their members. They are a particularly go-head type of which
‘much may be expected. Some of them are attempting factory operations;
such as the mechanical preparation of bone meal and phosphatic manure
for their members’ use (at Nidamangalam in Tanjore district), or the
ginning of their members’ cotton (at Kallakurchi and Tindivanam in
South Arcot). The crushing of their members’ sugarcane and the decorti-
cation of their members’ ground-nut and the hulling of their members’
paddy are also contemplated. Such societies (and indeed all rural socfé%ies)
are admirable channels for the diffusion of improved agricultural practice
and are used for that purpose by the Agricultural Department to an in- .
creasing extent. There are several other agricultural societies of various

" types. Two in the Kistna district liave recently been organized for tc;ddy

tappers for the co-operative sale of the members’ jaggery combined with
co-operative credit. (Another society has taken a ‘co-operative lease of
agricultural land. One village agricultural socieby has bought an ex-
pensive disc plough for hire to its members. . Another society proposes
to lease out to its members steel crushers for their sugarcane. Thus, in
various ways other than credit, ¢o-operation is finding a way to benefit
the agriculturist. -

6. Building socteties.—Societies for house-building are a great deside-

ratum. Housing conditions are often bad and sometimes deplorable in
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both towns and villages and it is often felt that these conditions might
be, and ought to be, improved by co-operation. The great difficulty, how-
ever, is one of credit. .

7. Two main forms—(a) Where each member is owner of . lis house.—
There are two main forms of co-operative building societies. The first is
a society in which each member becomes the owner of the house he lives
in. This is essentially a mere extension of ordinary co-operative credit,
the society obtaining a loan and passing it to the members, with a margin
of profit. The society’s security as against the member is the member’s
share capital and deposits (if any) and a mortgage on his house and lands.
And the creditor’s security against the society is the soc;ety s share
capital with the collateral security of the mortgages which would be,
presumably, made over to the creditor. It istrue that in such a society
other co-operative activities besides credit would be manifested, since
economy could almost certainly be secured by a joint purchase of materials
and perhaps by joint building through one or more contractors. But it
is essentially, as noted above, an extension of ordinary co-operative
credit. It would have to be treated on a basis different from our ordi-
nary credit societies. Such building societies would be ordinarily on a
limited liability basis; and in lending to limited liability societies, we
follow the rule that a society should not borrow more than eight times
its paid up share capital. But it is to be feared that in building societies
for poorer people (with which we are primarily concerned) we should
have to extend this multiple considerably, since it is not likely that such
people would be able to put up—at any rate at the beginning—anything
like*this proportion of the cost of their houses and indeed, the most suc-
cessful of our building societies hitherto have done most of their business
with.people of the well-to-do ¢lasses. In societies for the poor it will be
necessary to have a decent subscribed share capital which would be
made as high a proportion as possible of the loan to be taken; but it
will also be necessary as a rule, not only to lend a high multiple of the
suhscribed share capital but also to allow payments of share capital to
be made in instalments continuing over a period of years, whereas the
loan must be taken at once or nearly so.

i

/ 8. (b) Where the soczetq/ ts the owner-tenant co-partnership. ——The
8

econd type of society is called the tenant co-partnership society. Here
the houses are owned by the society which merely leases the houses te
the members. There is no question of individual . loans - to
members, and the whole liability falls on the society. Naturally, the land
and houses are mortgaged directly by the society to the creditor.
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- 9. The two Jorms compared —The points to be considered as between
these systems seem to-be as follows: —

- (@) In the co-partnership system, the member—since he does not
own his house—has a much lass free hand in what he will do with it. He
can’t add to it or improve it without the permission of the society. He
may even be turned out of it (though presumably this could only be done’
by the general body: for bad conduct). He cannot sell it or mortgage it
(perhaps not a grievance, as he has not paid for it). But on the other
hand, he has-not got it *‘ on his-hands ’’ and can sever himself from: it

and from the society at*will—subject to ~mecessary notice and other
]1m1tatmns

~(b) Since the member cannot sell his house, the society can alwayé
decide who shall live in the setflement and who shall not. This is a

considerable advantage as it can therefore exclude bad characters or other
undesirables.

(¢) The society is under the obligation of keeping its houses full
ie., of finding tenants. This is a disadvantage from the society’s point
of view, since the locality may have been badly chosen and may not prove
popular. On the other hand, this will be a stimulus to the somety to
keep the settlement clean and attractive.

(d) The soclety will find it s1mpler and easier fo spend money on the
general improvement of the amenities of the place. Such expenditure is

of course not impossible i in 4 society of the other type but would involve
wore complications.

(e) The society will be able to take loans for much longer periods.
In a society of the other type, it is hardly practlcable to make the pay-
ments go on from generation to‘generation The circamstances of families
change in time; and it is repugnant to common sense that an individual
should, to build a house, involve himself in a personal debt, lasting for
more than, at the outside, 20 or 25 vears. iA co-partnershlp society, on the -
contrary, may expect, if not immortality, at any rate a much - longer
life than the adult life of an individual and can therefore reasonably

" borrow for a much longer period. Thisis a most 1mporta,nt factor since

the period of repayment being longer, the instalments payable by the
society (and therefore by the individual) become smaller; or, in other
words, the individual has to pay less per month for the privilege of living
in his house. It is true the 1nd1v1dual does not become the owner of his
House, being only (like the other members) part owner of all the houses.

But the smaller payment—especxallv in the earlier years-—wﬂl be a great
relief.

5
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(/) The difference in the sécurity may perhaps be little.

over mortgages given by individuals to the society. The individual
might play tricks which no society could or would and might thereby
cause a lot of trouble.

10. Will co-partnership succeed in Madras?—1It is perhaps unhkely

" that our Madras people would accept a co-partnersh1p systemr except in

the large towns; and even there, it is doubtful. But such societies are
- said to be doing well in Bombay; and they are certainly advantageous to
poor people who can’t pay much per month towards buying a house, and to
floating populations which do not wish to own a house. .
hand, it is generally said that the Madrasee prefers to own his house, and
would not trouble to join a society merely for the privilege of leasing one.
This is a subject on which the opinions of gentlemen who know the people
of our towns intimately would be of much value, -

11. Essentials of a building society.—Whether a housing scheme
will succeed depeﬁds on the answer to the question whether (given a
body of men anxious to form a society) we can reckon on getting.money
cheap enough and a type of house cheap enough to make it possible for
the members to pay the rent or the instalments necessary to pay for the
houses within a reasonable period.

12. Eaisting building societies.—The building societies ‘which have

done most work hitherto (Coimbatore and Kumbakonam) have found it

impossible to do more than assist the well-to-do. They have hesitate(.i t.o
give loms for more than ten years or at less than 92 per cent, and it is
cleal that to repay the cost of a house plus mterest on these. terms
involves a very high rate of instalments. The Government haye recently
promised financial aid to building societies for the poorer classes and a
scheme for their organization is under consideration. A society for a
poor class (the Ottachekkars) in Coimbatore was recently organized with

But it is
arguable that a loan to a co-partnership society with a direct mortgage-on
the land may be more attractive than a loan to a society backed by made -

On the other .

the aid of a Governmerit loan through the Municipal Council, and build-

ing operations are now going on. The type of house preferred by the
poorer members is to cost about Rs. 500, the money is lent to the
society at 6 per cent and the members at 7} per cent and the repayments
are to be completed in 20 years.

18. Cobblers’ societies.—Two cobblers’ societies (in Tiruvannamalai
"'and Madras) have recently been formed. They aim at the co-operative
purchase of leather and the co-operative sal of the goods produced” by

{heir members., The Tiruvannamalai society has been a great success

‘these concessions are being earned,
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“and recently executed a large - order (for nearly Rs. 20,000) for Gov-
- ernment sandals. The share capital and deposits of members amount to
nearly Rs. 400. The Madras society is yet in its early stages.

14. Madras Provincial Union.—This brief description of co-operative

work in this Presidency would not be complete without a reference to
the Madras Provincial Union which was started in 1914 by some enthusi-

astic co-operators with the object of co-operative propaganda, the orgamza- -

tion of societies and the safeguarding, generally, of the interest of the co-
operative movement.
vidual members, whether members of othei co-operative societies or not,
and its headquarters are at Madras. It is governed by a large directorate
residing in different parts of the Presldency and, subject to delegation
from the directorate, by a small committee residing mainly in Madras.
Its most important functions hitherto have been (a) editing the Madras

- Bulletin of Co-operation, a monthly journal issued in . English, Tamil

and Telugu, and (b) organizing an annual provmclak conference. The
cobblers’ society at Madras mentioned in the precedmg paragraph was
orga.mzed by the Secretary of the Unlon

CHAPTER VIII.
THE WORK OF THE (0-OPERATIVE DEPARTMENT.

Supervision and audit.—The public is keenly- interésted in the
spread jof co-operation and in the successful working of the
societies. It is mot merely that the public has indirectly contributed

large sums to societies and has assisted them in other ways through the
concessions gr'mted under the Act.

are being properly run. But over and above this, it believes in co-
operation as a-great engine for the moral and material improvement of
the people and is willing to spend public money in this work of spreading
the benefits of co-operation throughout the country and in helping the
societies in their work., Thus the work of the co-operative department
and of the increasing number of private gentlemen who are willing fo

‘assist the department with their honorary services consists pertly in’

spreadmg co-operation by creating new societies (organization); partly

“in helping and advising societies (supervision); and partly 1 inspecting

societies to see that they are working properly (audit).

Its membership is open to societies and to indi-

1t has, indeed, to satisfy itself-that -
or in other words, that the societies ‘
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2. Mutual supervision among societies.—But apart from the activities
of the department and of un-official sympathisers with co-operation, a
great deal of work both in organization and supervision is done by co-
operators themselves. It is the essence of co-operation that a co-operative
society should look after its members and that the members should look
after each other. It is equally a principle of co-operation that just as the
members of a society influence and improve the conduct of each other by
mutual supervision, so also societies can influence and improve each
other’s working if they accept the mutual responsibility of supervising
each other. Thus we find societies grouped together into ‘‘ unions * of

various kinds for the purpose of mutual supervision and help. . And when

societies find themselves associated for these purposes, it is a mnatural
extension of their activity to attempt to spread the gospel to which their
own members owe so much among others. We thus find a good deal of
organization and a great deal of supervision done by ‘‘ co-operators ™’
themselves.

3. Two types of unions—(a) Banking union.
unions that have attempted supex‘\'ision in this Presidency are the ‘“ bank-
ing union ”’ and the ‘‘ local union.” The former is identical with the
central bank which, in addition to the duty of financing societies, under-
take to supervise them. And, as in nearly all central banks, the societies
which deal with them are admitted as shareholders, the arrangement that
the bank shall supervise societies 1s often held to mean that the societies
shall supervise each other. The area covered by these banks is, in the
majority of cases, a revenue district. »

‘() Local union.—The latter is a smallm affair and consists of
a body of some twenty or thirty societies in a small local area
(on the average, perhaps, of the size of a taluk) which unite solely for the
purpose of mutual help and supervision. Both types of unions employ
‘¢ supervisors ~’ to inspect and report on the societies, and both obtain
their money from a ‘‘ supervision fund’’ which is compiled out of
contributions from the societies of % per cent on their working capital
and from the bank of 1 per cent on the money lent by it to 'societies.

4. The two types compared.—Experience seems to indicate that the
local supervising union is the more effective of these bodies, because it
is this organization which most effectually enlists the sympathy and co-

_operation of the village co-operator. The supervision of a banking union
tende to be confined to that of its paid supervisor, over whom little
control can, as a rule, be exercised, as the directors find it difficult to visit
societies personally. It is also found, in practice, that rural societies are
far more amenable to discipline and suggestmn from members of other

—The two main types of
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. v1l]age societies, whe are ryots like themselves, than to the advice of a

bank’s paid supervisors or even of sympathisers from the towns. And
it is also found that leading ryot co-operators are more willing to take
trouble to work for a small local organization ifi which they hold-a
predominant position than in a large district organization in which fhey
are more or less insignificant. ‘And indeed this fact appears to be con- -
clusive as to the respective value of the two systems, since the efficiency
of co-operative supervision over rural societies varies (and, it would

- seem, must vary) directly with the degree to which it can enlist the best

efforts of the leading ryot co-operators in the task. Two other factors
probably enter into the question. Thé first is that the banks tend to
confuse with the duty of supervision for mutual help the duty of satisfy-
ing themselves as to whether they can safely lend their money to the
societies. This latter duty, no doubt an important one, tends to invest
their inspections with the guise of a taskmaster rather than that of a
guide, counsellor or friend. The second is that the democra(;lsatmn of
our banks is so far, as already noted, rather incomplete. The individual
shareholder must necessarily still take a predominant part in the finan-
cial management of the bank, and where a bank also undertakes super-
-vision, the individual shareholder still retains his predommant position
in the eyes of the villagers; and there is a tendency that the societies feel

‘that they are not being supervised by their fellows but by the mdnldual

shareholders of the bank. And this they are apt to resent.

b. Growing populamtq of local unions.—In most districts the two
organizations are growing up side by side; but the banks are more and
more surrendering the duties of direct supervision to the local unions.
Indeed, experience seems to dembnstrate that it is necessary to do so.
Societies work better under union supervision, and the better the societies
work, the better and safer is the investment of money with them. It is,

~ therefore, to the interest of banks to rely on the unions, and while retain-

Ing the -power to inspect societies for the purpose of satisfying them-
selves as to the. safety of their investments, to abstain as far as possible
from the exercise of that power, to recognize that the more the unions
are left to themselves, the better they will work and the safer the
bank’s money will be, and largely to confine themselves to a sympathetic
interest in the progress of the unions and to_timely words of friendly
advice. The situation was summed up to the present writer by one
uof the most distinguished rural co-operators in the Presxdency in the
words : ‘“ If the bank tries to wield authority over the unions, the+unions
simply won’t work.”” That is a sentlment that will ﬁnd an echo in many
democratic hearts, ’ ‘
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6. Need for a larger organization for cé-ordinating local unions —At
the same time, it is often recognized that there is a need for some larger-
organization than the unions which can’co-ordinate their work and, _where
necessary, moderate anomalies and may ultimately lead to a larger and
truly democratic organization. It is desirable, for instance, that the
unions should have some opportunity of meeting and comparing notes
and of learning from each other; and this can perhaps best be secured

through a common organization to which all belong. There are, again, .~

cases in which the different unions in a district are very diiferently situ-
ated with regard to funds, some having more than they want and others
not being able to pay their way. And it is desirable that some vne should
be in a position to arrange for contributions from the one to the other.

Tt is not necessary to multiply instances of this sort, as it is sufficiently
clear that some further application of the principle of unity among the
unions, which will enable them to look after each other and to think and
act together, is much to be desired.

7. Which must be based on willing acquiescence of local unions.—
Experience will no doubt dictate in time what is the best form for such
. an organization. It would seem, however, a postulate for its success that
it should be based on the willing, unforced and hearty acquiescence of
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made in some districts with a ° district council of supervision ’’ on
which-the eentral bank and the unions are alike represen‘ted and which
receives and administers.a portion of the ¢ district supervision fund.”
The most successful of these councils has been that in North lArcot district

which: Tias” recently reconstituted itself into a council of unions only, _

without representatlves of the bank

9. Manwgement of a local union.—The local union is managed by a -

small governing body elected by the representatives of the affiliated
societies. It employs a supervisor who is constantly on tour mspectmg
‘societies and who sends. .inspection reports to the secretary of the union,
These are placed before the governing body, which meets periodically and
issues instructions and advice to the societies. The visits of the super-
visor are supplemented by visits from the governing body members them-
selves, who go round the societies and use their personal influence with
the members. It need hardly be said that such visits are of great value.

10. Relation of local unions to societies.—The unions are not legally
responsible for the debts of their affliated societies and give no ‘‘ gua-

rantee > for these debts, as is done in some provinces. Butthey accept a

moral responsibility for the proper conduct of the societies and for the:
prompt payment of their debts and take considerable pride in doing*

their work wéll. It is the general practice that all applications for loans .

the uniong and should in no way trench upon their individuality, respon- )
from its affiliated societies are sent to the bank through the local union ;'

sibility or self-respect. The back bone of rural co-operation lies, and must

always lie, in the work of the leading ryot co-operators. It is this fact
which, as noted abeve, constitutes the outstanding value of the local union,

since it is in the local union that such men find the best scope for their .

activities. And any scheme for unity or harmony among the local unicns
would do more harm than good if it impaired the individuality of the
unions or destroyed the sense of responsibility in the union governing
bodies. Unity in such a scheme would be bought at too high a price.

8. Attempts at co-ordination.—Meanwhile, unions have been feeling

their way towards some means of common consultation and common -

action. Conferences between representatives of the unions in a district
are not uncommon, and sometimes the unions of more than one district
meet to discuss the problems in which they are all interested. The alloca-
tion of the *“ supervision fund " between the various unions is settled by
- guch conferences in some districts, In some cases, this 1s settled by the

central bank in consultation with the ul}ions.* - Experiments have been'

' * Note.— Practice varies very considerably as tothe allocations of these fonds. In some
distriets, it is held that each union has a right to the whole of the balf per cent contributed by
itee)f and the quarter per cent contribtuted hy the bank; in others, the unions elaim to retain
¢nly their own half per cent as a watter of right, the quarter per cent being regarded LR
distxict fund for regulating mequ'\htles Therse are also other variations of practice.

T P .

and that the bank accepts the recpmmendation of the union as to whether
the loan should be given or not. Again, extensions of time to debtors
cahnot be given by a society to its members without the permission of
the union. But apart from these powers, the union can exercise very
considerable control over its societies through ’che personal influence of
its governing body members. .

11. Union supervisors and Government z’nspectors‘—~There is natu-
rally some degree of over-lapping between the work of the union super-
visors and the Government inspectors. In time, it is hoped the unions
will be able to manage with less and less help from inspectors and that
the latter will be able to confine themselves to organization and audit,
and ultimately to audit alone. Meanwhile, though it is attempted to da-
fine the respective provinces of these two agencies, the conditions of the
different districts are so varying that the degree of superwsmn done by
inspectors varies con51derably also. _ )

12. Honorary workers. —Reference has already been made more than
once to the way in which the work of the co-operative department has

been lightened by the unpaid assistance of honorary workers. Not only
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‘has a considerable amount of supervision and organization been dome.

by the officers of the central banks, but a considerable number offprlvate
gentlemen have placed their services ab the disposal of the Governmet_xt
¢« Honorary Organizers ~’ and “ Honorary Assistant Registrars.” A
great deal of valuable work has been done by these gentlemen, and it is
generally desired that their numbers and activities should be increased.

;r '“‘311 10!893? ST

APPENDIX i

THE ROOHDALE SY.'STEM OF CO- OPERATIVE TRADE

Binor  the foregoing pages were printed, it has been suggested to the
writer that a rather fuller treatment of the differences betweeu tbe Roohda]e ‘

‘system and the alterna.tlve system often followed in Madras of n manaama a

co-operative store would be welc’“bmed by co—operators The followmfr note
is therefore appended -~

It will be remembered tha.t broadly speaking, there are two methods of
fixing the prioce at whioh artiocles are sold by the society to its me nbers, A
sooiety may either take the oost price, add a small percentage to cover its
own expenses and sell the article at a retail price representing the oot price
plus the percentage; or it may sell the articles at or about the ordinary
retail market price prevailing in the nelghbourhood and may periodically,

,after meoting its expenses and makmg 2 provision for reserve fund, divide
~the profit as a bonus among the various purchasers in proportion to the

amount purchased by them dnrmg the penod The latter is the Rochdale
system devised some seventy years ago, as the result 6f many years’experi- .
ment by English co-operators: ~Where every other method had failed, this
proved completely successful and has stood the test of time.  But i inexperi-
enced’ co-operators are often not able to see much attraction in waiting for an
advantage which they think may never come and which is, at any rate, remote
and cannot be induced to desert ‘the village shop with its v speclods |
allurements unless their own society will sell them azticles cheaper than they
can get them elsewhere.  Hence, as remarked on page 28, some of ocur
sometles prefer .to give their members their proﬁt at orice in the form of

“reduced prices. But this system has its own dangers. = All the purchases .
- made by the society are not equally fortunate. Some may be ektremely
‘ .proﬁtable, ‘while others, owing to -an unforeseen fall in price, inay even

rosult in a loss. And if the profits made over the more fortunate purchase

have already been dissipated by selling the artioles purchased at cost price,

‘how are the losses incurred over the less fortunate purchases to be recouped ¥
“Will _the members be wﬂhnv to buy these articles at a. rate lngher than the

market ra.te ? Tt is mueh:to be feared they will not: And if they are sold
ata loss, what is the po ion somety P Itis httle to.be wondered at
that some of onr stores And howgong can a scmety bear -

\ sl - 6
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