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QUESTIONNAIRE.

The f>llowing questions sent by the Provincial Co-
operative Union fo co-operators and on which many of the
notes are based are published below as a hetp to the
readers in understanding the notes.

I Primary Societies.

I. Have you anything to suggest in the matter of organi-
sation of credit societies by the Department and non-officials ?
Have you any views to offer on the starting and organisation
reports as prepared at present ? Can you suggest any standard
in the selection of organisers as, ability to write a satisfactory
report, to test the suitability of a locality, and so on? If the
Central Bank's consent is to be taken hefore the registration of a
society, what materials has it got to arrive at proper conclusions?
If a L.ocal Union is to be consulted before the registration of a
society, has it been trained and cducated in the responsibility of
organising societics > Who 1s todo it ?

2. What are the reasons that prevent a socicty from really
functioning for the whole village ? What arrangements should
be made il its membership s to include all classes in a village ?

3 What arrangements should be made to satisfy the short
term credit nceds of all the members 2 Fow far can the system
of crop loans on the security of produce be tried in primary
socletlies ?

4. What opinions have you to offer on the following points
relating to the release of members from indebtedness ?

(a) Complete redemption {rom outside indebtedness.

(b) lurther alienation of properties or incurring debts to
be prolubited.

(c) Deputing one or -two members to watch over such
redemption cases for ten years.

5. Have you any suggestions to offer about the methods

of increasing owned capital in primary socielies?

6. Complaints are made that loans are sanctioned without
a reference to their purposes whether thev are of short term or
long term durations. Can a clearer demarcation of the purposes
be made in the by-laws with a view to standardise them ?

7. Can the system of loan recommendations by Unions
and A. Rs. be improved so that the short term necds of societies
might be promptly and fully satisfied ?

5. What arrangements do you propose for maintaining
sufficient clerical service in societies ? ‘

2. Central Banks.

I. Is the attempt of departmental officers to reduce the
shares of individuals in Central Banks and to have purely society
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representatives as shareholders, a desirable step in the direction
of the development of deposit banking »

~ 2 What have you to say in the dircction of strengthening
the M. C. U. B. as the apex bank for the regulation of Provincial
Co-operative finance ? Have any steps to be taken in the near
future ?

3. Are vou satisfied with the present system of audit of
Central Banks > Have vou any improvements to offer ?

4. Is it desirabie to start branches of a district bank or
form banking unions federated to a district bank ? _

5. llave youa thought over the present scheme of land
mortenge banks now being put into operation by the Depart-
ment in a few places ? What views have you to offer on the
scheme proposed by Mr. A. Vedachalayar and published in the
Fnglish Bulletin of Co-operation Oct number ?

0. What arrangements can be made for the training of
i ank manawvers of urban and central Banks ?

3. Urban Banks
. 1s there uny conflict of interest between urban and
< strict banks on account of competition for deposits?
What methods would vou suggest for connecting the large
v.embership and the Directorate in an Urban Bank?
(a) Decentralisation by starting small societies in the town
. and affiliated to the Urban Bank?
(b} Sub comnuttees for different localities to sanction loans
and ensure repayments?
(¢) Council of supervision over the Directorate?
(d) A volunteer committee to check the register of mem-
pers and assess their credits every half year?

banking m urban societies with a view to train the public in
banking habits?

3. The Bombay Registrar writes of urban banks in his
Presidency that “there is too much dependence on long term
loans and too small a proportion of short term accommodation
for business purpose. In consequence or in connection with
this fact it is also to be noted that the turn-over is in most cases
not sulficiently rapid.  Another point that is open to criticism is
the insufficiency and underpayment of the staffin many cases.
[t seems difficult for Indian gentlemen in up country districts to
grasp that big business must imply an efficient, honest and con-
tented office establishment.” How {ar is this true of urban banks
in this Presidency and what improvement would you suggest in
these directions?

2. Have you any methods to suggest to increase deposit



6

4. Transference of Control from official to non-official hands.

It has been accepted by Government that the limit to state
aid for co-operative societiesbegins where co-operative cducation
and training ends. and the administrative business of a society
begins. Can it be said that Inspectors in this presidency under-
take to the desired extent the training and education of societies,
and never actually do their accounting work?> What causes
hamper them from doing s0? Ilow are they to be removed?

2. Granted that the object of the departmental staff is to
train the societies to conduct themselves, how would you like the
inspection reports to be, if a society’s progress in the matter of
such training 1s to be tested > flave you any improvements to
offer on the present methods of writing inspection reports by
either inspectors or supervisors ?

3. If you admit that the policy of the Department should
be to educate societies to stand on their own legs. and not do
their work themselves where will you demarcate the {unctions
of the cooperative staft in the district, particularly on questions
of administration of socities and [.ocal Unions ?

4. What arrangements should be made by co-operators or

the Department to strengthen the non-official side of the credit,

movement ?

(a) Can the work of organisation of credit societies be
handed over to l.ocal Unions ?

(b) What steps should be taken to train the primary
societies and Local Unions in understanding the
princip'es and the working of the credit system
in this presidency > Who is to orgamse. finance,
and supply the lecturers for them?

(c) Have you any scheme for the recruitment and
training of supervisors?

(d) What powers in your opinion can be safely trans
terred from the Asst. Registrars to [.ocal Unions
and Primary Societies?

5. Local Unions.

I. ltis felt in some quarters that the Local Unions cannot
be relied on in the work of properiy sanctioning the loans. Un
this account the Department’s control over loan recommenda-
tions 1s sought to be continued.  There are three methods of
viewing the question. The District Pank might asscss the credit
of societies, sanction loans and ensure repayments by a svstem
of direct inspection through a paid stalf; or, the Departmental
control might be maintained ; or the Local Unions might be c¢du-
cated and strengthened in human resources so that they might
be vigilant in maintaining a high standard of efficiency of the
societies under their charge. Can the Local Unions be trained

and regulated in their work through the District Councils or the
District Banks?

2. Is it necessary that the following powers of the A Rs.
should be contnued ?

(a) Approval of union budget statements.
(b) Appointment of supervisors.

3. Is it possible to have a system of inspection of societies
by Governing Body members with or without payment for the
same ?

4. The Unions are now financed by societies by .way of
supervision fund and rehate by district banks. It is hardly
sufficient to maintain an efficient staff and do other propaganda
work. Are there ways of improving this position ?

5 Can the Unions undertake the disbursement of loans
and remittances of collections from societies, and what is the
financial security for doing so?

6. The Madras Provincial Co-operative Union & District
Couazcils.

1. What means and methods do you suggest for the P.C.U.
to undertake all the work mentioned in its objects ?

2. What are the causes that hamper the formation and
successful working of the District Councils? What remedies
would you suggest for the same ? ’

7. Agricultural Cooperation (Non Credit).

. Why is it that no trade societies were started during the
last three years and what are the causes for their failure ? How
were they able to make a profit in the beginning ?

2. Has cooperative trade once for all been given up, or
what are the steps to be taken up to build it up on a sound
basis ? Can the Department take the proper initiative in the
matter by withdrawing its best men from eredit side where there
1s much of overlapping and posting them for non-credit work ?

3. Is there any objection in selling things to non-members
in a store, if their rebate for purchases is carried to the reserve

fund ?

4. What steps would you propose for making cooperative
socicties fully utilise the assistance of the demonstsators of the
Agricultural Department ?

5. Cfm you suggest anyv method of coordinating the work
of the Agricultural and the Cooperative staff in the districts ?

6. Can any control be exercised and how, over the utili-

sation of the short term loans given for buying seeds, manure
and implements 2



7. Can local unions undertake the supply of Agricultural
/reqUISItCS wah the assistance of the Agricultural Department ?
(ref. The articles of the Deputy Director of Agriculture, Madura

in the September number of the English Bulletin.)

8. Can Local Unions undertake to organise demonstration
farms with the assistance of the Agricultural Department, and
appoint tramned maistrics for their supervision ?

9. What initial steps should be undertaken to help farmers
in marketing their produce > Can a cooperative marketing
survey be instituted for one or two commodities. Can the
system of storage of grains be undertaken by trading unions at
a small commission, while leaving the entire responsibility of

selling to the members themselves?
. hat possibilities are there of formins cooperative
10. What possibilit re tl f for perat
farming societies among the field labourers in this presidency »

8 Producers’ Societies

Fave you any views to offer on the formation of l+hour
Are any special

societies for undertaking contract works»
facilities required from Government to work them 3

2. Can an industrial survey be undertaken to studs the
economic condition of craltsmen in wood and etal with a view
to see how far they can be helpled by suppiv of capital and

aye e I I . i , . o PN
facilities for markcting ? Do you cupeet the Department to o

anything in the maiter ?
v L T, N s
5. VWhar methods do you suguest for the successful work-
ing of weavers’ socictics ?
o . v o .
v. Lonsumers Looperation.
I. Stores.
AV . | e . .
. What are the main reasons for the unsuccessful working

of many of the stores in this presidency ?

2.0 Mot s want of managerial abiity, can you suggest
some methods for training efticient stores managers ?

3. H it is want of propaganda, what do you suggest {or the
same ?
4. Wil the appointment of trade advisers and efficient
auditors improve the position 2

2. Housimg.

I. What are your views on the present ru'es reiating to

housing grants by the Vadras Covernment ?
5 . ) . . .
Can the co p:utncrsfnp svstem of cooperative housing

be introduced in tlus presidency ?

3. State your views on the problem of rural housing 3

4. . How far can cooperative societies for acquisition of
house sites for the poor really help them? [Have you gol any

scheme on this question ?

=
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NOTES AND PAPERS
SUBMITTED TO THE
XII MADRAS PROVINCIAL
CO-OPERATIVE CONFERENCE,

I. Primary Societies, Central & Urban Banks.

ORGANISATION OF RURAL CREDIT SOCIETISE.
Mr. A Nagaraja Iyer (Co-operative Union, Villupuram.)—1 believe that the
time has come to stop the practice of the department alloting a certain fixed number of
societies to be organised in a taluk or other area by an Inspector or other officers.

At

Hereafter societies ought to be organised only when people in the villages desire

for such organisation and whea there is an application from them. The thrusting of
sncicties on unwilling villages has already resulted in a large number of dormant societies
which hive to be liquidated sooner or later. There are many societizcs which have bceen
organised but could not be started owing to the indifference of the people. The

d:partmental ofizers may orgaaise societies but oaly after consulting the non-official
co-operators in the aeighbsurhosd. It is necessary that the organisers should have a
thorough knowledge of the agricultural and economic conditions of the village. The

peculiar ¢onditions of life in the village, the agricultural seasons in the place, the usual
money-lenders of the locality, the rates of interest they charge, whethgr the loan
amounts are collected in kin1 or in moaey, the usual marketing place of tne agricultural
and industeial products, the usual middlemen or traders who take the products of the
village and the ge. :ral tendency and habits of the people regarding the repayments of the
loans to the myney-lenders, the teadency or otherwise of the people to drive such money-
lenders to coart, should all forin part of an orgaaisation report.  Ceatral Baanks need not
be consulted hefore the organisation of all societies. But Ceatral Banks may insist on
such coasuleatidn before special types of societies are registered, provided, of course
that such organisations will require financial aid from the Central Banks. Local unjons
may be coasulted generally where the unioas are in a position to advise,

Thz question of making credit societies function for the whole village depends on

=~ nomic condititions of the Indian villages. Difficulties are manifyld (1) Inter-
) ~ e . . .

v Clash between landlords any cultivators, (3 Woney-ler ders®

ver elasses, especidly the paschamas

Phon camamunais
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tee any easy solution for the prcblems connected with this except organisin
societies for the different strata of the society—though this by itsell is not th
best solution. Unless the mass is educatcd as a whole, the prot lem is not easy.

I would commend the system of preparing anrual budgets in societies

showing the personal needs of the members and arranging for the increasing needs from
the financing banks. This system is already in vogu:, [ understand, in North Arcat
District. In future in organising societies care should be taken to impress that these
societies are intended to satisfy the short term needs of m:mbers and loans ought
not to be disbursed for long term purposes.

LONG AND SHORT TERM LOANS.

The term *long and short term loans” are apt to be misunderstood, as
these indicate periods and not purposes for which loans are issued. Of course the
by-laws of societies contain definitions of these terms. * Long and short terms”
are defined now according to the purposes of loans. For instance, discharge of pi'ic
debts, purchase of houses or lands, sinking of wells and the like are termed long term
loans irrespective of the periods within which they are repayable. Itis time that
we should reclassify the loans according to the purposes for which the loans are
disbursed and not upon the period of repayment. The present state of co-operative
finance in the presidency does not allow the movement to invest money in the shape
of long term loans, The Provincial Bank is not prepared to lend to Central Banks
for periods of more than 7 years, and the Central Banks for more than 5 years to
primary societies. The deposits the banks receive are also only for very short
periods, So Co-operators should solely direct their attention to a more careful scrutiny
of the purpose of loans. [ would even suggest that, except in special circumstances and
in well-worked societies ia existence for a long time, loans ought not to be restricted
only to short term needs of members, i. ¢, for purposes now classified as short term
purposes. There is no doubt that there will be attempts at evasion. Members will
resort to state one short term purpose for a certain loan, but use the loan for a long terin
purpose. But the members should be educated to watch mutually and find out whether
the loans are utilised for the purposes for which they were granted. [ think
it will not at all be difficult for the Panchayatdars to find out whether the
loans have been properly used or not. Another commdin mezasure of evasion on
the part of members is not to specify th: actual purpise of the loan but to give
* family expenditure,’ ‘ urgent expenditure,” * household expenditure’ and such other
vague and meaningless expressions as purposes of loans. M:mbers ought to be
compelled to state in precise terms the actual purpose of the loans. [ would recommend
the inclusion of the discharge of suilry debts asa short term purposs. But it is
inadvisable to fix a special maximum amount for this purpose as is sought to be done
in the case of cerempnials.  Agiin Panchyatdirs should be trained to verify the purposes
for which loans are disbursed and to see whether the loans have been so »+™"

It is absolutely necessary that provisinr short k-
the complete redemption of agricul
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to ¢o-operuuve oeo.. . s also advisable to see that the land is not further alienated.
1 think it is enough if provision in the bands and in the by-laws is made to .cancel a loan
in cases of such transfers on alienations, and to recover the amount irrespective of the
period specified CENTRAL BANKS.

1 believe elimination of individual shares is necessary. Ultimate federalisation of
the whole system should be the aim. This is not opposed either in principle or in practics
to Deposit Banking. The big Joint Stock Banks never depend upon their own share-holdere
for the deposits received by them. The depositing public has, 1 believe, learnt the
valuz of the basis of co-opzrative flaance and cradit and has enough reliance upon the
same. Thz Goveram:nt free audit and ualimited liability basis of the rural credit are
alone sufficient for attracting deposits. 1 do not believe individual share-holders contri-
bute to ths ffow of deposits into the movement.

To utilise the present Goverament laspectors for audit purposes of the Central

Banks will not be possible hereafter. Services of trained and certified auditors should be
utilised. Such audit should bz paid for by the Central Banks, It is also necessary that
the auditors should be absolutely indepzndent and under the control of the Registrar of
Co-operative Societies. | suggest the appointment of some half-a-dozen certifled auditors
by the Department for the different groups of Central Banks. The cost of the staff
should be recovered by the Registrar from the gseveral Banks audited.

To split up the existing District Banks would oaly weaken the financial arrange-
ments. { am not for starting smaller Banks federated to a Central Baok. The system
of having branches may bz tried. The success of the experiment in this direction
attempted by the Conjeeveram Central Bank should be watched and then attempts be
made to start branches. Branches may bring in further advantages to the movement in
the shape of mofussil deposits.

Mr. K. Krishnamachari (Greamspet).—The chief defect that lies in the way of
the rea! functioning of a society in a village is the want of instruction in the subject in
schools. The Government that spends large sums for the upkeep of the department,
should, if its object is sincere, order the teaching of the subject in each and every
school at least from the 4th class to the 8th,

As it is, the headman and the karnam of a village and only some of the Pancha-
yatdars can by any stretch of imagination be said to have some inkling of the
advantages of a society and it is not infrequeat that these with their influence in the
village direct such knowledge to their own advantage.

The laspectors and other officers should ducing their visits call on the villagers
after their return home from their daily avocations to congregate in some place and
explain to them the benefits of a co-operative institution.

Now that the prices of the necessities of life have increased by at least 80 per
cent. than what it was ia 1912, the borrowing capacity of a society should be ephanced
to 12 times the paid-up share capital and that of a member to 6 times, suh ject i each

) C e tn eearer SeCUPItY,
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Statistics may be obtained from each society as to the amount of total indebted-
ness and assets of each member composing it, and theo loans sanctioned to the extent
of 507, of the market value of the entire property at favourable rates of interest, the
term of repayment extending to 20 or 25 years even in coasideration of the repaying

capacity of each member,

Mr. V. L. Vasudeva Rao (Coimbatore District Bank).—The question of
organisation will be solved by the appointment of say 5 or 6 additional Assistant
Registrars who may be selected from among the present Union Governing Body
members and invested with full power as to arbitration and also organisation. My
reason for confining the selection to the members of the Unions is because they
possess large influence in the locality and the fact that they are acquainted with
a very large nunber of memhers taking loans will go a long way to reduce the
numb.r of cases for arbitration which is not likely when arbitration work is a stipendary
office like that of the preseat Assistant Registrars. It is also in my opinion necessary
that before a society is registered, the financing bank should be consulted as otherwise
there is a chance of friction betwoen the Directors of the Bank and the Department in
cases where they hold different opinions,

The Bank is prepared to meet short term needs of societies provided it is informed
sufficiently in advance as to the amouats likely to be r°equired under this head, the loans
So Jong as drunkenness and mischievous babits of

being made repayable in a year.
indulging in litigation criminal and civil continue it is not possible to undertake

complete redemption of prior debts.

All loans for purposes other than purchase of seed grain, manure, payment of
kist, domestic expenses for the dull season, for the sale of produce, purchase for cloths
and such-like family routine expeases may be treated as long term loans. [ would
insist on such a demarcation as very necessary not only in the interest of the financing
bank which has to find funds but also those of the borrowing public which will be
enforced to observe thrift and punctuality in repayment. ¢

Loan application with the recommendation of the Union concerned may go direct
to the Bank as the basis for the d:cision as to waether the loan should be granted or
If the property statement is alright, I can dispense with the rule that appl;.

refused.
Of course applications from societies not

cations should g» through the D:partment,
affiliated to a Union will continue to go through the Department.

At present we have deposits from individual share-holders to the extent of Re 3
lakhs. This will disappear if share-holders are purely societies.

Both the Manager and the paid Secretary where there are Secretaries should
have the requisite training. The Board of Minagement should take steps for the
s:lection and training of suitable candidates for the Secretary’s place with the sufficient
qgialiﬁcations as to character, property and business capacity. The Secretary ought
to furnish security to the extent of Rs. 500. Details as to period of training etc., may

he left to the Board of Management to settle.

5
Mr. C Ranganatha Iyengar (Gooty) —The organisation and starting of.
societies should be conducted on the recommendation of the Local Inspector or Uni(ﬁ') b 3
y

‘a capable and senior Inspector of the District under the immediate presence of th
e

Assistant Registrar. At present the Local Inspectors seem to care more for voly
of work than efficiency and permanency. The Assistant Registrar should be pre ot
on the spot and satisfy himself by enquiries of the need for a society, the nature of“:t
society required for the locality, and availability of enthusiastic and influential rst .
to take charge of the work and run it on. The Central Bank is not in g F‘Os‘})teionmt!8
advise bzing remote from the area. The local Union, as it present constituted, is g muc:
inferior body to the Conmittee of the saciety and its voice will be little heard in matter
of registration. It can only offer suggestions which are not binding. The Directorats
of societies should, as far as possible be drawn from various interests, so that th:
persons may influence all classes to join the society. The System of co-opergtiv,
marketing should be tried by these rural societies. It is possible to clearly demarcate the
periods of loaning with reference to the purpases, e. g., for ‘trade and householg
expenses the period should not exceed at the most a year. For marriage Purposes
loans can be granted for two years, provided no additional expenses are incurred durin
the period in connection with the same purpose. Certain clerks should be trained aﬁ
volunteers in the District Bank to be released for service in primary societid which

need them.

Mr. R. G. Nallakuttalam Pillai, Hon. Asst. Registrar, Srivilliputhyp.—
The movement has not yet reached the masses sufficiently. Illiteracy is still rampant
in the country. Societies are started without any reference to economic Strength
or poverty of the locality. There are very few organisers of societies who are
qualified to stuly the economiz conditions of a village and suggest the proper form of
societies. The capacity of individuil members to stand the strain of distress or calamity
must be the criterion for judging the economic conditions of a village, and on that
julgment should depend the form of society and the special by-laws the village may
require, There may be not only heavy indebtedness but also drink, non-employment etc.
causing havoc in the village. Tbe third may be relieved to a certain extent by suitable by.
laws, the second may have to be left to time and geatle persuasion and even i the case
of the first ordinary by-laws may not be sufficient to relieve the members of all their
indebtedness. Societies started with stereotyped by-laws in such eCOnOmiCauy o
localities cannot flourish even for a year. The department is not only very rigid but
also delays unnecessarily long, by raising series of questions even when Slight chang
are propoged. The laspectors and all organisers of societies recruited-must have . specg' Sl
study of rural economics. A detailed report of the economic condition nf villages ¢, ]
now be expected from them. Such of the details as are required by the Manua nnot
suflicient for the present day purpJses. are

A\i]enlral bank cann.of h':e :r:;;i;:;n:?d% told.ELI(‘le f‘PJn the estration o
s hogver may urgd i ' 5ot Registro o ghe Assixt

Ve
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Registrar that registers it. He makes all necessary enquiries before doing so and when
he is once satisfied there may be practically nothing for the Bank to be dissatisfied. There
cannot be any difficulty for the Bank to finance any new society as it can always insist upon
the new societies investing all the share capital or a reasonable portion of it in Bank shares.
Some of the Governing Body members, if not alf of them, may be in a position to advise
the department on the registration of a society. But all such consultations and taking
consents would be not only causing unnecessary delays, but also in some cases
undesirable frictions. There is the department to co-ordinate the organisation of socie-

ties by all and sundry, and it seems not yet to have felt any difficulty in the matter.

There is not the cohesion necessary for bringing in the several classes of people in
the same society ; in some villages there are factions and in all there is want of mutual

confidence and goodwill. Office-bearers generally try to have their own partisans and

partisans alone in the society. Nothing but geatle and continuous persuation of

authorities could have .the desired effect.

CENTRAL BANKS.
Reduction of shares of individuals in Central Banks and theic consequent

eleminating may not bz inadvisable. Popularity of the mvement requires that a large

number Bf pzople especially of well-d>dy and ealightened classes should be drawn tv it
Most of th: inlvifund m:@mhees a1l depositors may not be

somehsw or other.
Most of the depasitors may not have brought

otherwise connected with the movement.
their money but for the influence of some individual or other and the confidence such

a member infuses in him. The bank ciaact afford to lose deposits that bring in more
profit to it.

The functions of 2 Bank are more that of a creditor than thit of a barrower and
it may not be wise to allow them to b: exzrcised by unions of society representatives alone
which will be the case when individuals are eliminated. There should be a clear majority
of individua) share-holders over that of union or 8iciety representatives who cannot but
be a little biassed by their very association in favour of borrower societies.

Mr. V. Krishna Menon (Malabar District Bank.)—Great benefit can be
derived by members by the encouragement of short term crop loans. Suitable
centres should be selected for trying these kinds of loans on a larger scale
than at present. Co-operative Department and Non-offizial Ca.operative Agencies
by concentrating their energies in suitable centres, under the direct supervisjon
of an officer appointed by the District Bank, Co-operative D:partmeat or District
Union, can make this kind of [oan very papular in the interior. \We are going to increase
shortly short term loans for sweet potatoe, arecanut and ginger crops.

Indebtendness of members gencrally is the result of one or more defects
either social, moral or economic. I don't think much benchiz can be derived by freeing

‘mbers {rom their e"iSti"{; indebtedness without takiog steps for minimising chances for

‘alling into debt again. 1donat think thye gy corss Dy thisnuer Far -

N - -
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the condition ef memb ers, esgecially their capacity to produce more, have been sufficient
ly energetic. We ought to work more in this dircction than in anything else for some
time to come.

Speaking in a general way, the working capital of a primary society shoulc
be fairly large—say not less than Rs. 5,000—for insuriag sufficient business and income
for paying a suitable clerk,

CENTRAL BANK.

Perhaps a day may come when it will be desirable to eliminate individua! share-
holders from all central banks. But this central bank and some others, I know of, have
not reached a stage where they can dep:ad entirely upon the shares of societies for
maintaining confidence in the minds of depositors.

Official audit we prefer. But it may be made more regular; at least at intervals
of three months,

Branches of a District Baok may be started in places where there are brgnches
of Imperial Bank ; but the volume of business the District Bank can command must be

sufficiently large to necessitate a branch or branches.

Mr. T. S. Venkatarama Iyer (Coimbatore District Urban Bank).—
Honorary Organisers selected must be men of influence and education and having
enthusiasm and necessary leisure for work. They should be drafted from among those
engaged in the direction of cr-operative work, both in the rural and urban areas.
Experienced members of Governing Bodies of selected Unions may be consulted, as
they possess practical kaowledge regarding organisation of societies. Financing Banks
should invariably be consulted before each registration.

A society should be organised for u single village or hamlet and membership
conflned to that village or hamlet only. A number of existing societies with wide
Jurisdiction and large membership may with advantage, be split up into numbers so as to
secure compact jurisdiction and facilitate inteasive wark,

All necessary preliminaries regarding security for short term loans being com-
pleted by societies to the satisfaction of Governing Bodies of Unions, recommendations
by the latter bodies direct to the financing banks should be enough for samctioning such
loans. Other formalities may be dispensed with.

Central Banks with mixed constitution are the best suited for successful working,
Successful deposit banking depends upon efficiency of management, and efficiency of
management depends, to a large extent, upon an intelligent Directorate which, as things
stand, is best secured by the co-operation of shareholding middle classes.

Each Central Bank if possible, or two or m:re Central Banks of adjoining
Districts in combination, if necessary, may arrange for non-official independnnt audit, i
addition to the audit by Government Inspector (Assistant Registrar) as at present. Thjs
will infuse greater confidence in the depositing public.

Branches may be stdrted by the.larger Central Banks in promising centres in the
District, and also at Headquarter stations with a view to promote banking facilities.
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With the concession ncw tentatively granted by Goverrment fur lerding to non-member
lepositors also, additicnal branches may serve as means to attract greater deposits.

PRIMARY S0CIETIES AND THE VILLAGE
Mr. 8. Anpadurai Iyer, Nangavaram Co-operative Society.—1 wish to
uggest that organisation of new socicties should be now temporarily suspended both by
%e department and by non-officials, till all the existing societies are placed on a
table and workable footirg. 1In the Trichy District there are more than 330
ocieties and only a few of the societies can be placed under the heading of good
nodel ones. The rest are badly managed due to improper understanding among
he villagers and hence they are working at a loss. It is only a very fcw of the societies
hat gain confidence of the rural population. So a systematic attempt should be made
o educate the villagers about the advantage and scope of co-operation in all its forms,
Sociegies which were started by the Department merely for a show in statistics should
e examined thoroughly by a local Taluk éommittee and advice and suggestions
rust be given wherever necessary.  Societies in unworkable condition must at once
e weeded out.  Moribund societics niust be helped by finances and advice from the
ion-official as well as from the department. It has been found cut that where a society
1as been thrusted in a village against the tceth of opposition from the majority of
esidents, the society does not thrive well and in one or two years after starting they
we necessarily to be liquidated. So a society must be started ina village only when
‘here is 2 demand for it and all the people patronise it. To create a demand
of this sort in the village, propagarda is necessary only through non-officials,
officient societies in their neighbourhoods should be cited as examples. So
srganisation must at first be done by non-official agency and the business of starting
ind registration should be left to the department. ’
‘The selection of organisers should be left to the Local Unions who will chsose
influential gentlemen connected with working of societies. There will be no difficulty in
the selection of organisers.
The Central Bank’s consent must be got before the registration of the socicty.
In this district there are instances where the Central Bank has not advanced even an
initial loan to new societies. Without initial luan to new ones, we cannot get any good
by a society being started.
So to guarantee at feast an initial Joan, Central Bank's consent is necessary.
The real reasons that prevent a society from doing its real functionin a
village are:
1. Only 25 per cent. of the residents in a village join a8 members of a
society.
2, Most of them join with a view to get a loan that can satisfy their tempo-
rary demands,

3. All the Panchayatdars are not thoroughly "educated in principles of

co-operation and rural reconstruction,
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4. Most of the well-to-do stand alvof from sncieties and hénce the society is
unable to get local deposits.

.. A co-operative society has now only one side of activity i. ¢, lending to memberg
whenever necessary. ‘
‘The society can only be felt as a force in the village provided it can meet all the
demands of ryots. A ryot should be supplied all the necessary articles of consumption
at favourable prices; for this _purpose 2 co-operative store should be started in
every big vilage. His cattle must have a good grazing, for which a conmon
pasture-ground under the management of the society is necessary. There must be a co-
poerative hospital, reading room and an elementary school.

All classes in a village can even now beco ne members of society and there is
nothing to prevent them.

The District Bark must allow socicties to open overdraft and cash credit
accounts with them. Then the urgent needs of the memnbers for one year loans can be
satisfled. . In primary societies loans oa grains can be advanced only when there are safe
granaries.

laterest on loans advanced to members must not exceed 9. per cent. Then there
will be no outside indebtedness.

A strong movement should be started in every village persuading members to
work hard and earn a decent livelihood. Drink and other evils should be eradicated
from every village. There must be social pressure on members to retrench all their
expenditure especially reparding marriages and other religious ceremonivs. Efforts
should be made to prersuade members to take to productive works with the capital
supplied by the society. . '

COMPLETE REDEMPTION OF A SOCIETY FROM OUTSIDE INDEBTEDNESS.

Mr. P. Srinivasachari:—The door of co-uperation can be freely opened to
those who follow the golden mean. Neither the rich nor the poor will be of any use in
furthering the interests of the movement. It is a live child to be cared for very
vigilantly. 1t will gather muscular strength ncither by cxuberent growth, .nor by
hopeless underfeeding. S» then it is the methodical middie-class man who can nurse it
well for a healthy growth. And therefore it is highly important that sufficient care is
bestowed in the matter of selecting members for admission into a society. Any failure
init will cause great inconvenience. So we pre-suppose that such a careful sclectinn
has been made before we attempt to redeem a member from total indebtedness,

A complete redemption of a society member from ou'side indebtedness is a most
desirable thing in that the procedure makes the particular member to be indebted to the
society only. But to secure this end, an adequate source to flaance him promptly to his
needs should be found.

Ind:obtedness may arise out of extravagance and thriftness for productive
purposes. If it is of the former type. a member finds himse'f jo perpetaal want and to
adjust himself he selects immediat2 source of help available to him without a forethought

as to the future effects of his foolish action. But if it is of the latter, h¢ aims at a
2
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stage of living where he would fnd himself free from all indebtedness andbe ina
position to make deposits in the society itself to supplement hit own humble part.in
providing the society a source of flnancing other members to release them from {urther
indebtedness. In this case the society should try its level best to meet hit demands
promptly, adequately and completely on easy terms,

Any hard and fast rule to forbid 2 member from resorting to outside indebtedness
will only weaken the strength of character in him and render him less useful and less to the
society. It is therefore ruggested thata society, while it tries to help him to extricate
him from indebtedness gradually, will also see that it indirectly brings down certain
results whereby the relation between the debtor and the creditor is clearly made known.
It may be done by calling for a list of debts due to the creditor and another list of debts

which the debtor owes to the creditor ; wilful omission by either party being expresely

put under a disadvantage of all rightful legal claims. This kind of procedure will clearly

enable the society to regulate its fluid resource according to the troublesome nature of
creditors and urgency of debtors.

Besides, preference in the matter of lending rate of interest, may be givén to
those who induce their creditors to transfer their claims to the society by way of convert-
ing the dues into deposits for sufficiently long periods. Here the creditor may not be

very willing to agree to the low rate of interest offered by the society when there is a
tempting offer for a high rate in the money market. But he should be sufficiently made
to realise that deposits on the lines of co-operative scheme is one of the surest and best

way of protecting himself from all evils arising from a resort to law courts

) Lastly there is an inexorable grievance which human intelligence is quite unable
to cover up.

It isthe corruption that is slowly coming to existence in the watter of
account keeping by responsible men of a society. It may be added here that a majority
of them at the present stage of the movement are quite ignorant of the elementary

knowledge of book-keeping. But there are a set of people who appear to have become
capable men by having learnt the wrong ways of co-operation. What they do is this.
When a deserving member applies for a loan he is politely refused accommodation on the
ground that there are heavy overdues by him to the society while they make tactful
adjustments in the case of the most undeserving members whose dues to the society are
long overdue, by months together, simply because these men are specially interested in
them. They even keep a private account book to avoid recurrence of all irregularities in
the regular books of the society which are open to the Departmental scrutiny. The
refusal to grant loan need not be animosity or jealousy between the members. 1t may
be ta pratect the interest of those who are very useful to those responsible men in
attracting large bribes and in accounting society money in the books of accounts by
nominal vouchers with a view to appropriate the money themselves.

Complete redemption of a member from outside indebtedness can be undertaker
by a society only when:

1. A careful admission has been made.

2. The real position of the debtor and creditor has been known,

n

3, ‘The ways to put down the practice of private accouat keeping for making
tactful adjustments in the society books are found out.
4. The creditors are made to make deposits ia co-operative societies.

REDEMPTION OF PRIOR DEBTS.

Mr. M. Venkoba Sastri (Adoni).—To improve the working of primary societies
first of all, the Department and the Central Bank with the help of the Union should try to
redeem completely the debts of the ryots in the village, and such of the members who jain
the society should be strictly informed that their produce should not be sold without giving
notice to the Loca! Union to which it is affiliated. The Local Union in turn must make
arrangemeats in their Governing Body, or with the help of some paid agents to visit at once
such of the places where the Union flads difficult to carry on the abave work with the help
of the members of the society, and find a2 way to keep the produce safely preserved duly
insured in Insurance Companies, and the Union must fiod a sale for the wholesale produce

kept. Arrangements should be made to supply the ryot with the necessaries of life. The
debts of members should thus be cleared. '

The other thing is that the Union should be given powers to recommend short
term loans required by the societies direct to the Central Bank without the intervention
of the Assistant Registrar to whom intimation of such recommeadatione should be
intimated in a form once in a week, Such loans should not be sent direct to societies.
The Central Bank should sanction such loans and keep the amount ready at hand to
disburse when the society waats it, and it should be sent to the ageats where the supply
of seed for the season is arranged by the society or by the Union authorities.

1 hope that if the above conditions are satisfied, we can help the ryots and also
increase the non-credit functions in rural societies.

For paying the agents, arrangements should be made to meet the expenditure
within the Dalak of } anna that may be derived by the system as the ryots are already
in the habit of paying one anna.

For watching the storehouse, watchmen at the cost of the ryots should be
engaged, or if the directors take up th: responsibility of watching by turns, this will be
well and good.

As regards the clerical work of the society the teachers of elementary schools
should compulsorily be made to work with some grants that may be recommended by the

Union with the sanction of the Assistant Registrar and the teacher will be ex-officio
Secretary of the society.

MAXIMUM BORROWING POWER IN PRIMARY SOCIETIES.
Co-operator.— First of all, assessment of maximum credit 8rstly of the individual
members and then of the whole society has to be made from two aspects vis., co-operative
and businesslike. * The two qualifications are largely ianterdependent, but for the

sake of clearness it is necessary to scrutinise them separately as far as possible.”
(para 2, page 10 of Maclagan’s Committee Report). Assessment of credit for individualg
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and societies from co-operative aspect has to be made o1 the principtes laid down in
para 59 of the Maclagan’s Committee Report with reference to (a) the “limit upto
which the members as a bady are prepared to pledge their liability” and (b) * the
limits upto which individual members should be entitled tc receive normal loans from the
committee, firstly to avoid absolutely the members being drawn to private money-lending
for future needs, and secondly to clear off their old debts as far as possible in the
manner laid down in para 37 of the report. The total maximum worked out as the
needs will thereforz consist of two parts, firstly for future needs, and secondly for the
payinent of past debts. The total of these two parts muy very often be and even the
first part alone may sometimes be more than an outside creditor will be willing
or shou'd be allowed to trust a nzw s>yciety, Th: limit upto which such outside
credjtor, bz it a depositor or a central bank, should trust the society will depend
in thz early stages of a society solely oa the material or business aspect even
as any joint stock bank would do (vide paras 141 and 142 of the Report) because
the ro-operative or moral aspect is yet to be worked up. But “as a society
grows older, its records afford a visible index of its moral svorth,” Agaia when
the muximum borrowing power for a society worked out in the co-operative aspect as
detailed above for both or even the fifst of the above-said purposes is less than what s
assessable for the society as a whole on the business aspect, and also enough money is
available in th: market to borrow upto the former limit, the problem is easy to solve as
all the mzmbers can bz benefited to the degree required to help them even from cheir
usurers. If not, the procedure detailed in the second sub-para of para 59 of the Report
will apply.

The maximum borrowing power that is fixad in the by-laws of the primary socie-
ties in our Presidency is, in the early stages, to determine that assessable on the business
aspect oaly as it should bz acceptable to creditors and central banks. [n this business
aspect again there are two methods of valuation of this maxinum borrowing power. In
the case of limited societies -as the whole steucture of credit is based entirely on its
owned capital of share capital and reserve fund, naturally there is only one possible
rational method of assessment. Therefore wz have .the rule and practice that the
credit raised by such society should not exceed some definite multiple of its owned
What that exact multiple ought to be is further determined with reference

capital. ) . . .
dind of the society, nature of its transactions, its efficient

to the class and | '
working and its Board of Management. Thus for our Provincial Bank ten times
d capital is fixed as the maximumn borrowing power while that for our

the owne Lo .
is eight. For our urban societis it varies from 4 to 8, for

central banks it v )
tores it is generally 4 or 5 and the Government has directed it should be three
]

for the House building societies which expect Government loans for twenty years,
ying this determination of this limit is the usual banking one
circumstances even if the worst happens, the loss will
, thus making the nioney of the creditors

The principle underl
that in the ordinary '

ot exceed that margin of the owned capital
not € hand in the management absolutely safe. lIn the case of

who may have no voice or
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gocieties for agriculturists cr poor men, though this principle of assessing on the basis of
owaned capital be equally well applicable in theory, it is not workable in practice because
they cannot afford to put in enough share capital or till the society has worked for some
years. Therefore for thesz societies, which are generally organised on the unlimited
liabjlity basis in order to enable them to borrow even for the first needs, the basis of
mulerial property of all the members is adopted. It is fixed in our Presidency at one-
eighth ordinarily. This basing of credit entirely on the property is not at all satisfactory
either from material or moral point of view for various s:lf-evident reasons. It will be
somewhat better if at least a bulk of such prop:rty is productive and there are amongst
members some whe have tangible property without much need to barrow. To make
it co-operative it should be seen that the members are thrifty and possess in practice a

" saving capacity and above these that the loans are asked not merely for necessary but at

least mainly for productive purpases and they are honestly applied and punctually repaid.
In other words, the financing. supervising and auditing agencies (vis., Banks, Unions and
Government Officials) have to keep wid: awal: incessantly as to th:se several moral
aspects of the society if the society should be living,

The question arises as to whether this maral aspect which begins with #0 index at
all if its cxistence, except in mere estimates and prdmises at the starting of the society,
should continue in the same state for ever for the judgment of the members and
creditors, or whether any index of the development of these moral aspects, which again
may be availed of for the basis of credit on business aspect also, may be looked into.

In fact, to work up this moral aspect and security both ‘to members and creditors
to a larger degree concretely in unlimited liability societies than in limited liability societies,
rules have been framed by our local government prescribing 50 per cent. as the minimum
quota for.reserve fund and a maximum dividend of 6} per cent. only on share capital is
allowed out of profits.  Again no option is yet given for using the reserve fund in the work-
ing capital of the society or for providing for building or dividend equalisation and other
funds in these societies. We are in this Presidency also trying to work up share capital
even in our unlimited liability societics, (a) to develop thrift of members and the owned
capital of the primary societies, (b) to increase the safety of members from their personal
property liabilities, (<) and to a_ﬂ'ord facilities for banks to draw this share capital
wheu required for its own share capital in order to strengthen its own * share capital ”
within the movement, and thus democratising the movement speedily. Thus the
working up of unlimited liability basis has advantages both morally and materially,
both from co-operative and business aspect, alike to the individual memberg
of the societies and to the societies and the banks. At present the achievement of this
object is sought to be done only by rules and by-laws. The object of basing the
maximum credit of the society evem those on unlimited liability basis, cn its owned
capital as an alternative to the property basis is to work it up by keeping the members
and Panchayat themselves to look up to the development of this owned capital,
not merely to obey rules and by-laws, but also to have the chance of increased
credit to some extent automatically on this aspect also. Surely the property statement
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is not to be dispensed with in such unlimited liability societie-l and it will be Oﬂiﬂ
to any creditor or central bank to see how the two maximum ﬁgu'res cf:ompa :
and grant loans only to such an extent as it car_x reasonably rely maurly ‘ ro;nund
business point of view. For instapce if one-eighth of property basis med o] Y
insufficient, it is often urged that one-sixth or onefifth may be allowed.

ich societies should this higher rate be allowed ? It can’t be at random or pleasure.
e in a-'society which has worked up its own share capital and reserve fund
Surey ln1'a it, as the maximum credit assessable on that basis at 5 or 6 times is not
to sueh & 1™ 'ﬁfth of the property, it will bz found in most cases that the moral
fess thar o:e society have been developed in that society that the maximum of 1/8th
aspec” Of't ed to 1/3th or even 1/ith for reasons given in para 141 of the Report.
may be raie d with societies on limited liability basis, which usually have 5 to 8 times’
fn fact COU"Pa"e d reserve fuid as their maximum credit, fixing at 5 or 6 times
share cap‘.tal a]r:,; reserve fund is far better evem on material points because
share capttal "p to the former one will -have no more than the reserve fund and
while the creld ‘t:.: his guarantee moaey, that of the unlimited liability society has
share capital &f

.. . t the bottom as the foundation below
i lIso the unlimited liability a
not only this but a

i .
that of the owaed capital.

ORGANISATION OF SOCIET:ESé < e
. . i—Organisation of a Co-operative ciety is

An experienced coh?,pf?;zt(t):e respognsibility and the success or failure in the long

most difficult task for one w wledge and abilities. On the other hand it is the easiest porti
run is accountable to his kn:by anybody with no responsiblity. Go to a village and say if
on of work that can be ¢?on they will get loans at a cheap rate of interest and may be repaid
10 people join and orgamict; responsibilities and consequences are matters that cannot be
Other asf:e v’illage"s and the organiser should have the shrewdness to
easily understood by e people who will conduct the Society for common good and
fnd out whether therear ect of a successful ruaning. Organising Societies to satisfy
whether it has the prO;Pthe district bank financing blindly on such ceremonial appli-
the number allotted an the movement. Organisation must be left to the unions and
- t(l)one can understand the local n,eeds.'ar?d the Departme.nt'may
district banks whofar organisation in areas where the aocnetu?s are not .wox:kmg and
depute its ofﬁcers. oecessa"y‘ But even in such cases the unions and district ba.ufks
where such 2 help is 0 pand so that the union may be able to take l.lp the supervision
must be consuited before district bank uadertake to ﬁna.nce the s?cxety. lt. may be
of the society and the ) |the union may not have sufficient material to decide, but j¢

that the district bank :" depute one of it8 members and get the necessary information.
for them to
may be easy

ne 10 yeal'S.

cation is 2 dang

e
T-TERM LOANS. .
cen f srl:ggment within one or two ye.ars, it is ua.xd .to bea
When a loan is given for te the use of short-term loans in rural societies and
dvoca

nd many 2 dvocating that societies should allow only short:term

a
shortterm 1% lepgth of 2

me even gO to the
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loans. The district central bamks are very auxious to introauce only short-term Iogpg
to societies and the Madras Central Urban Bank prescribed 2594 of its Joang to be
short-term loans.  After all the loans are intended for the village ryot and how far ;4
is useful and how it must be given, must b: ascertajned only after a carefyl study of
the position, requirements and capacity of the village ryot. In an article aboyt short-
term loans in the Bulletin for October 23, it is said that many District reports deplore
that short-term is not properly used, not largely wanted and abused. The present
gystem of short-term is based not on the requirements of the ryots,
other causes. The system of short-term  has not been deflnitely y
more prominance is given for the period than for the purpose. The
Urban Bank decides to issue 25 per cent. of its loans as short-term,
at one time the short period of its deposits will not allow long periods for jts loans, The
district banks at oge time feel that that cannot meet all loan applicationg and decide tq
allow only short-term loans. In such cases, irrespective of the purpose for which the loan
is required and the ordinary capacity of the borrower to repay, short-
accommodation available jn the society and it is natural it i freely given in large sums,
But the repayment can never come as stipulated and | fing nothing immoral in it, as
. far as the agriculturist is concerned. Usually whenever any loan bond is writteqn in
favour of a sowcar or a pronote is given, stipulations are eatered into to repay within
a fixed period or on demand, Does this mean that the barrower's capcity and the pur-
pose of the loan were taken into consideration when fixing it, or the borrower at least
intends to keep up to it, or at any rate knows it ?  Not at all; even if the time has been
fix-d on consultation, he must have settled within himself to pay it off by borrowing
elsewhere if it ig beyond his power. S, also, when the District Bank, the union, and the
i rposes of long term duration and js fully aware that
the short repayments fixed g beyond the capacity of the barrower, there is no meaning in
holding it as a cage of default, overdue, imm>ral and unbusinesslike and taking steps for
the complete recovery of such loans is immoral and un-co-operative in character,

but on varioug
nderstood and
Madras Centra]

term is the only

as the harvest is over, and it is reasonable that the loan taken for seeds et-. are paid and
the remaining utilised by the borrower for his own use. If the short term loan has beeq
used only for such purposes as wil be reproducedentirely within the shoss period stiputed,
and the society can satisfactorily control the same, there will b no difficulty jn repayment
in time. Societies now allow short term loans to members irrespective of the purpose
for vhich it is used, only if the member agrees to repay tbe same in a short perjod,
This is no short term loan intended to meet agricultural charges, and, whatever may be
the capacity ‘of the borrower, it must be avoided if the PUTPOSe is not one
of reproduction within the period, Another difficulty  wish the " agriculturiseg
in short term is that some societies allow only short term loans ang dis-
crurag: 12ag term Syn: Districzs tak: cee, £a0 allhwiagoaty shyee term and ot
utilising ics resources ia locking up in long term loans, Superficially ang scientifically
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thisis a best arrangement. District banks are very wise in lending for short term
%0 tha: their obligations may be kept up. But we will have to look ta the practical side of
i. Commercial banks lend only for a short p:riod for a season and get them returned.
It is not the case with agricu'turists. Our rynts are alrcady indobted to sowcars and
annual advances are got only from them and th2 eatire producs is left at their disposal.
Unless our ryots are reclaimed from their clutches, is there any practical use of a short-
term loan ? It will surely go to replenish the resources of the sowcar and he will see that the
society does not get it repaid. pr can we expect the ryot to utilise a short-term loan
earmarked, for agricultural expenses, when he is trembling under the control of the
sowcar and the money will surely go to the sowcar at his bid? So, short-term loan is
practically useless and unnecessary for ryots not reclaimed from outside creditors and it
is impossible to insist on its proper utilisation. If it is said that there are many who
will take thousands every year and repay in time, I think it is not co-operative and they
are not the kind of people that the movement intended to help. When the ryots are
groaning under usurious debts and no succour is found for them, it is not co-operative
to issue thousands of rupees of the co operative movement to well-to-do people as short.
term loans. Short-term loan again must not be given in a lump to the ryot and it is no
fault of his if it is misapplied. Ryots are not to be expected to keep the amount S,lfe'f()r
expenses throughout the year. His tendency is, whenever he has money, to spend it or
assume the position of a money-lender. So the society must ascertain his wants
throughout the year and prepare a forecast fixing the instalments to be paid then and then
and the panchayat must see to the prompt payments of instalments and to the legitimate
utilisation of the same.  As regards repaymen.t of short-term loans, it is easy for the
panchayat to collect them during hz'xrvest as is .now doixe by the sowcar. if only the
society can take the repayment in kind. But this may involve a lot of difficulties and

will lead to abuses.
In summing up | may give the following points : —
1. Short-term is very essential to the ryot and without it he cannot conduct

his agricultural operations satisfactorily and keep up his long term obligations, The
18 d

stem is nothing novel and s freely resorted by the Sowcar to his own interest.
system

9, The society must see that the loan is used only for the purpose for wh'eh jt

was given.
3. Short term will be p
t be distributed in instalments whenever required, and necessary

roperly utilised only if 2 member has ro outside obligations.

4. It mus . )
rrangements be made with the district bank sufficiently beforehand.
a $

Repayment must be insisted on during h . .
k should fix its repayment period accordingly.

arvests whatever may the period of
5.
the loan, and the district ban
6 Vlembers may get the necessary amounts by drawing cheques accepted by the
iet a;‘d the union may formulate a scheme for the free use of such cheques.
society an
S p———
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CENTRAL BANKS.

Mr. A. V. Gurumurthi.—Central baaks are mostly corstituted on (Hé
mixed membership of societies and individuals who are well-to-do, who have
come forward to help the co-operative movement and lend their business capacity
to run a higher barking institution. When it was purely an individual conc'er'n',
the members were allowed to participate in its entire profiis and there was
a tendency to aspire for higher dividerds and adopt all means of getting fat profits
at the cost of its constituents. But the Maclagan Committee recommended to fix a
maximum limit for devidends (Para 45) to check the profiteering tendency and our
Local Government accordingly framed the rule 9 A. in the year 1915 fixing the maxi-
mum at 99,,.  So the individuals cannot claim more than 9‘};’, as dividend and the
association of the socicty members with them has given them scope to study the
beneficial aspects of the novement.  The individuals are ny doubt educated, businesslike
and capable penple unlike the village society members, and the movement must congratulate
itself in enlistirg the sympathy of so many nen-officials who have to meet and discuss the
different piroblems that confronts the cc-operative movement and lend their intellectual
support. No doubt they are not amenable to all kinds of dictation and are able to realis¢
their duties and limitations.  But in a democratic movement like co-operation, the
tendency must be to encourage democracy by enlisting the sympathy of capable peoplé
and it is retrograde to treat them as obstructionisis. Individual share-holders of district
banks are reproached as selfish men, profiteering, and obstructing the progress of the
movement. Individuals unable to bear the reproach have even accepted schemes for
redemption of their shares in some Distric:s. The reasonableress of this agitation and
the pros and cons may be briefly discussed.  \Wh) is this undesirable individual? He
has paid in his hard-earned morey as shares in the district bank feeling content
to get a maximum of 9 per cent. dividend and stakirg their share capital for the common
debt of the Bank. Even granting that he has no interest for the movement, his
jnvestment in the Bank induces him to sce that the Bank is stable, loans are
given on sound securities and prompt and pucctual recoveries are made.  The
existence of these individuals is the security for depositors and our co.operative
finance in this Presidercy dcpends muminly upon deposits. On the other hand,
it can be advocated that the managcment of the affairs of the Baik will be
more co-operative in character, and also efficient if it is purely directed by scciety
members.  The socicty collects share capital from members who rcquire loans
and the amount thus collicted is invested in shares in a central bark, The society
member pays Rs. 2 for a loan of Rs. 30, and hence he does not feel it as any stake of his
money and he is also sure that the amourt will be adjusted to his loan in the last
instaln.ent.  Likewise the scciety as a whole pays a certain sum as share capital while
it is indebted to the central bark more than 20 times. s this staking ard will it creage
the resporsibility to maintain scund barking methods in the Bark? It is ro wonder
societies agitate for a quarter percert wargin and cpenly express foregoirg of dividerd
Central Batks are net in the same category of rural scCieties. A village seCicty is DO.

3



18
bank Rttracting others’ deposits, but a credit aubciation formed for the purpose of

borrowing money on the unlimited liability and distributing the same as loans to mem
bers to enable them to be free from outside debt and increase their productive power.
Beyond this it has no banking business. To lend to these credit associations a central
bank is started and it should find the necessary money required by these societixs and it
is a regular baok in all its aspects and must explore the money markets as other banks
do. It cannot be run on gratuitous services, small margin, and poor management.
Expert staff, adequate margin, large reserve fund, attractive dividends, .careful
lending, alert recovery and efficient management are the necessary factors for
attracting deposits and borrowings. The individual share-holder is surely capable
of contributing to the above factors to a very large extent and it is a
pity it is not recognised in some places ‘| remember that an irdividual
speaking at 2 meeting on the subject said that he wculd be glad to withdraw as an
individual, but yet work for the welfare of the bank and get a seat by coming through
a society. Again some people who are individuals get themselves admitted in the
affliated societies and at once declare themselves as society share-holders and condemn
the individuals. What was the baptism, gone through to effect that sudden change of
mentality ? The individual share-holders rightly feared in the beginning that higher
banking is foreign to rural societies and they will be wanting in business habits, But,
they were assured of protection and :oupnd bankirg by the expert guidance of the
department ; and yet this sudden change has come. It would be better that the advice,
guidance, credit, business capacity and sympathy “of the individual sharcholders are

retained in the central banks for some time to come. A member in g village 8ociety, a

store, or a central bank is a co-operator and there can be no difference among them and

no reproach is possible one against the other. The goal for which all are working is the

same and everybody in the movement has sacrificed as far as he could. The vej| of

delusion must be raised and all co-operators must meet as brethren of the same family

with one object.

A village society has to carefully select its members whom it decides to reclajm
from outside debt or increase its resources by getting the same from the central bank,
So, a village society is a democratic and philanthrophic institution pure and simple 4ng
is a business organisation so far as its financial aspect is corcerned. But g district bapk
is purely a banking business concern and involves greater risk affecting the public at
large. It stands in the same position as a joint stock bank in all its aspects except it
lends only to Co-operative Societies. More safe guards are necessary in view of the fact
that it lends for longer periods than its deposits can safely permit, and its transactjong
are limited only to the ryots who may not keep up to their obiigations regularly
owing to seasonal variations. Evidently deposits are pouring in because the rate
of interest offered is a little higher than in joint stock banks and becayse of
the impression that the government takes up some responsiblity in .its affajrg,
Government has undertaken to audit and publish the affairs of the bank every

year and taken no responsibility in other matters even though it is offering jgq
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i far as possible to the management. SoA the entite responsibility re.i..
guidance 54 t and for success or failure, profit or loss, the management is
with the ma.n age::!:’t business of the bank is tapping all resources for depoeits and
lable. ‘The lmpt: s, arranging for repayments at reasonable instalments. So the
|ending. “') 80:‘9 ;zsms and their due collection entirely rests with the management. In
resPons.lbh.ty <:e loan ap;)lications were recommended by the department and the central
the beginning, : rmally sarction them having no scope for any sort of scrutiny. ; and for
banks use d to %o e entirely depending upon the Department and used to send in arrear
collect® th?y i districts, union recommendations are allowed instead of the depart-
Now In 7 1ls r:h :iepartment does not trouble themselves about collection of

F°°“sej|“e'::‘: uni:)ns and the department jointly wor?;ed f<.)r both lex?ding and
arrears o a defect in the work is attributed to the inefficiency of unions on!y.
collecton. o an{hat without the co-operation of both, the official and the non-official
fe is 20 96 Sechl'et satisfactory progress and the financnig bank must be very care-
there Wil > m;l doubt both are irresponsible bodies and their recommendation
e the blame aganist each other. It

fists.
ment and,

ageneies, .
'ful in its transactions.

xt to ll()th Ilg espeC'a y '(l a race course to thro
is ne i 1 “ 1 t W ' .
‘ e fOl the centr al haﬂk to depend upOn its ow n-self fol' scrutlny 0 make he union
is ﬁm r t

i i must be a guarantee for recovery and the
.-esponsible for 18 reco:i:ﬂt‘;:‘t:zn:l;ou'lzb;:eable to recoupge the loss if any, arising mft of
agency that rfcom‘:“e“ I this is not possible, the central bank should have z supervising
such recommen HETe tinise the recommendations and to supervise and invigorate the
o 0 s‘c"“ lmThe better arrangement will be to convert, if possible or
ko "nlon:- rvising unions into banking and supervising unions with the
N 8 :z:)led together and treat it as a branch of the.centra! bank. A
ehere { on the above lines was circulated to unions by the Registrar some years
deflite Propo"s 0the provincial bank must make its own arrangements to assess

imilar! < ; :
back. e:lﬂ:f ch constituent central banks and scrutinise their working.
the cr -

agency of its
collection wor
wherever desirable, th
capitals of societie

LAND MORTGAGE BANKS. . )
: shachalayar.—The primary consideration is to decide for
Rao sat‘::bs?s.t::sii to be in:ryoduced. The credit obtained by land mortgage
whose benefl body who has lands to mortgage and every body will find a use for .s_uch
can benefit anynocy terms. It may be used for lending to poor people on exorbitant
money obtained on €58} ¢ o to purchase all lands of poor people ; it may go to provide

and usurious rates; it may g to the rich and it may go to oppress the poor

: fows and motor cars , .
luxurlou: :::,ﬁahis aspirations to independance. So, mortgage bank must be started
and pu

i e and any abuse may lead to its failure,
for the benc " deﬂ“‘: Zl::n: fs‘::c(i)eptlies in villyages and we allow loans (Long term)
We hat th: m; separate mortgage bank may be unnecessary if it is not intended
oo mortiege o l:“ 'ls'.ties to the borrower. In our rural society, the maximum we lead is
to provi mml:s. actlhle period of repayment is 6 to 10 years, and the rate of interest is
)

Sgot tO‘ ;0‘0‘0% Evidently the system does not help a aumber of rural families indebted in
94 to 3T /0
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thousands and being devoured by usurers every year. Land mortagage system is to supply
‘that want ; and the government will be justified in incurring any kind of expenditure,
in allowing concessions and in underwriting debentures, so far as it goes to redeem the
sinking tax-payer. The credit of the mortgage bank must be exclusively used for the
redemption of the agricudturists high and low and not be used for any other purpose.
*Mr. Strickland remarks, * Until the burden of debt which crushes the life and thought
of the Indian countryside is lightened, it is useless to look either for individual
enterprise or mutual aid among the sufferers.”

To prevent abuse and to have effective redemption schefne, the consideration
of the following points may be useful :—

(1) The assets and’ liabilities of a member should be praperly ascertained
before admission. The bark must publish a notice calling for registration of
‘claims against the member before a fixed time and legal sanction be got to make the
-non-registered claims barred by linitation. The land mortgage bank will then only
be able to fix the reasonable period for repayment and be in a position to offer complete
redemption in any case. This process will be undertaken only by those who are
really in need of immediate help, and who really feel the notification as a blessing for
them. Others who want to utilise the benefit for uther purposes than redemption will
be prevented from doing so, as their public credit will suffer.

(2)*The borrower must be prohibited from borrowing from outside until the
mortgage loan is discharged ; it may be made if proper, that any loan advanced to
such a member when a bank-loan is outstanding, may be declard invalid.

(3) Provision must be made to advance short-term loans for agricultural and
ceremonial purposes, and to regulate the savings, if any, to be paid into the bank.

(4) The maximum must be Rs. 10,000 at least with 2 minimum of 1000;
else the system will interfere with the existing credit societies.

(5) The geriod of repayment as Rao Bahadur A. Vedachala Aiyar puts it may
be 20 years at least and other suggestions regarding the issue of debentures and rate of
inzerest and published in the Bulletin page 147 of October 23, may be suitably adopted.

SOME BUSINESS PROPOSITIONS.
Co-operator.— Co-operators meet with some difficulties when the law which has
been purposely made elastic and loose, is narrowed down and compelled to be insisted
‘on. The movement is a moral one and the Act is provided only to safeguard it
whenever anything Jetrimental to the progress of the movement is attempted. On
" the other hand irregularities leading to the defeat of the objects of the movement are
left unchecked on account of the elasticity of the Act, I will narrate a few of them :—

(1) The individual maximum borrowing power is fixed so that CO-0perative
finance may be utilised for the benefit of a certain class of people deserving help. In one
Jocality, -there is an unlimited lLiability society and 4 other limjted liability societics. Qpe
_may.be eligible to become & member in all. Though the maximum individual power
-pevided in these societies is only 500, he earns & capacity to borrow more than Re: 2060
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in all and defeats the objects of the movement: and it also gives him scope for book
adjustments for his repayments. Will it not be possible to malke that one must not be z
member in more than one primary society ?

(2) In primary societies mzmbers pay share capital in instalments and accumulate
it for years. By-law allows withdrawal after 5 years. The natural tendency is to adjust
the same for his loan in the last instalment and get himself removed; and then get
readmitted by paying small instalmeats. s this moral? and is it not right that such
members who have no interest in the society, and who care more for their share capital
than for common aood, should never be readmitted ?

(3) Share capital in a village society is collected in easy annual instalments and
subsequent instalments are paid only by those who have loans due to the society, There
rs who have been admitted to lend support to the society and who did not take

are othe )
! They do not pay the instalments and bzcome liable to be removed from

any loan. . .
membership under the by-laws. Large arrears in share capital also accumulate. They

are willing to be removed; but the society will lose considerably in * Net assets.”
Ruiffisen will not organise his societies if a considerable number of non-borrowing well-to-do
people do not join it (\Volff's People’s klianks page. 133). Can it be made that the non-
barrowing members need not compulsorily pay the instalments ?

4 (@) Iadividual loans are now sanctioned in societies and on scrutiny of each by
the district bank, they are disbursed; but ia so doing societies sometimes lend them to
others than those to whom the loans were originally intended.

(b) Loansare given without sanction of the Panchayat, or more than the borrow-
ing power, or for periods not allowed in thhe by-laws etc.

(<) Bonds are not written or registered and got before disbursment.

() Previous encumbrances are not discharged by the society and hence the

society loans becomes a second charge.

[n all these and similar cases, the irregularity is done either by the secretary or

'president and the society is not aware of these things. The common liability and irres-

pansibility emboldens the perpetrator to continue the same. Will it be possible that for
such individual actions those responsible are proceeded against and the losses recovered ?

(5) The new model by-laws provide that the panchayats should be elected every
year. ltis usual that a panchayat that was strict inits business is always considered
to be uasuitable by the members and dissatisfied people always await an opportunity to
overthrow them and get into it. Further loans granted by the outgoing panchayat
er such circumstances are always condemned and viewed with a step-motherly

und
attitude, The period of tenure of office of the Panchayat may therefore be 3 years as it
was before-

(6) In a society, almost all the members and panchayatdars are defaulters; and

they are not willing to take legal stcps for recovery and practically enjoy extension not

solicited or granted.  What is thz procedure in such cases ?
(7) The general body meetings of Unions, Urban Banks and District Banks are
conducted as confereaces and resolutions are passed. Non-members are also invited tq
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be present as a sort of propaganda and some influential non-member if necessary is
elected by the general body to preside on the occasion. Business propositions and elec-
tions also are dealt with, only members being allowed to take part and vote, The
non-member President does not vote even though he conducts the meeting. Such pro-
ceedings are considered invalid in certain quarters. From the inception of the movement
all conferences from the rural to the provincial have adopted the procedure, and so
far as the President did not vote, the procedure is perfectly sound and valid.

(8) The Committee on co-operation contemplates the assessing of the credit of
the society every year and hence the borrowing power of the society is ever changing.
The fixing of the borrowing power in the by-laws necessitates constant amendments
and registration which causes a great delay and bardship to the transactions of the
society. ls it necessary that the borrowing power should be fixed in the by-laws?

. LOAN PURPOSES.
Mr. V. C Rangasami~—It is a fact that the period for which loans are

ganctioned do not take into consideration the purposes for which the loan is required by
the ryot in the Primary Societies with the result that every losn that is applied for by
the Primary Societies is for long periods of seven years. It is needless for me here to
point out that this is a most undesirable state of things. Normally most of the Central
Banks and even the Provincial Bank accept deposits from the public for a maximum
period of three years and to invest all those monies received, with Primary Societies a8
loan for seven years is the least to say unbusinesslike. Whatever Co-operators may say
on this point, even Co-operative Banking is business, must be clearly understood by all
people who have anything to do with Co-operative Banking and Finance. It seems that
not only the Primary Societies have to be educated in this matter but also the Central
Banks and many Assistant Registrars.

It is alt well and gcod as long as things move on smoothly, but supposing owing
to unforeseen circumstances there ig either a run or large withdrawals of deposits, can
the Central Banks or for the matter of that even the Provincial Bank be able to stand
such onslaughts under the present system of their investments? I am of opinion that
portions of the loans outstanding in Primary Societies have to be earmarked
as loans repayable in short periods. It is not that every member in every Society
requires that every loan granted to him should be for long periods of seven years. The
s for which loans are granted have to be taken into consideration in fixing the time
for repayment. Suppposing, that in 2 Primary Society a large number of members apply
for short term purposé loans, and that out of a loan application say for Rs. 5,000,
Rs. 3,000 is intended for short term purposes there is no meaning in lending all the
Rs. 5,000 for a long period thereby locking Rs. 3,000 for an unnecessarily long time.

| think it would be far better to categorically state in the by-laws what purposes
t and what long term ones. The matter seems to have been
d there it is definitely settled for what purposes short term
poses require lorig term credit.

specific pro

purpose

require short term credi
well thought out in Burma an
credit is sufficient and what pur
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In the Burma Manual under Chapter VI, Model by laws for a Rural Co ;
Society, an attempt is made to classify the loans according to the Purposes:' e
are required and also to fix the time for repayment according to the pu o mhich they
such gort of l.y!tem has got to be introduced in our Primary Soeietiei rp:Jsels. ome
such system is introduced, there is 2 tendency for all the loans -m nless some
up &9 !ong term ones, and would, | am afraid, cause a great inconven; et locked
Pinancing Banks. It is better for all concerned that this fixing u ?"‘:nce fo the
Primary Societies. The fixing of the time either by the Financi: lsB o the
the Registrar may not be relished so much. Since many of thegceanks or by
have not large amount of Deposits, and do business on the amoy :ltral Banks
from the Madras Central Urban Bank Ld., they do not seem to h nt borrowed
any thought upon the question and simply raise a clamour that co.OaVe ?estowed
must all be for long periods, If co-operative literature is read ari l::: ative foans
think people will talk so glibly. Surely no authoritative pronouncement gh a; I do not
from any quarter saying that all loans should be for the maximum period, i Emanat.ed
of the purposes for which the loans are borrowed. » Irrespective

It is a well understood principle in Joint Stock Banking that of the total a i
investment, not more than 30 or 35 per cent ave given out as loans for long eri:j°unts in
longest period for which any Joint Stock Company lends out money is six pmo X :. The
the Co-operative Banks (financing) have only one business to do and almost th;1 ts- As
their investments are given out as loans to Co-operative Societies, it is necessary t :t:l of
the loans do not get stuck up for long periods. Further it has to be granted (hy . 2 .all
taken in Fixed Deposits for one, two or three years may not all be lent out for ; monies
and seven years. It is to safeguard against all the money getting locked u f‘;e o
periods, that some clear enunciation must be made in the by-laws of the Societp de: _lffﬂg
the maximum period allowable for various purposes. The classification of loa:s, int alllmg
and ahc?rt term ones and the insistance upon the repayment on due dates will en;nbl(: 2:5
:: ::a;:;nnifanks to net in deposits for shorter periods also and utilise them for co-opera-

INDIVIDUALS AND CENTRAL BANKS.
Co-operator.—1. The attempt of the Departmental Officers in tryin t

and finally wipe out the shares of individuals in Central Banks, does not :e g to reduce
be a wise step at all. It seems to me that they do not seem to have b etm to me to
amount of thought and attention the subject deserves. Why the attees ‘:W.ed that
by the Department passes my comprehension. | suppose they wan’:’P I8 made
the co-operative millenium in the shortest possible time. The individ :G reach
than being a clog to the Movement have helped the Movement in.molruas Father
one. The cry that the Individual Share-holders in the Central Bank are e( ways than
dividend is one that is far from the actual and from truth. Under the exi 5 ways after
of various Central Banks, there is a limit fixed to the holding of Shares bs ing .B?r-laws
The rate of dividend payable by the Central Banks on the shares js alsz :if;:;vnde;ls.

« The
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business that a Central Bank can do is also limited to lending to the Primary Societies.
'.I‘hat with all these limitations to think that indjviduals are harkering after large dividends
is to say the least, revolting to commonsense. No definite charges have been laid at the
door of the individual Share-holder and been brought home to him, that he ever stood
of the Co-operative Movement at any time. On the other hand he
has always been helpfu! to the onward progress of the Movement. Even a cursory
inquiry into the origin, growth and development of the Co-operative Movement in this
Presidercy will clearly reveal how much the Individual Share-holder in the Cc-operative

Institution has contributed to the up building of it
f1 may coin such a word) cannot even

against the interest

The rarkest anti-individual co-operator (i
in his dream of dreams find anything that the individual has done, which has run counter
While such is the case, one is pained to find. that the

to the spirit of the Movement.
Department is enbarking on a scheme of de-individualization which 1 thirk is fraught
m. No individual Share-holder i8 overanxious to continuc as

such in the Central Barks. It nceds no force of argument to say, that they did not
take Shares in the Central Banks out of greed for the dividends that are likely to te
paid out. Most, if not ail of them joined as Share-holders, mainly with a view to help
the Movement. It is ungracious that they should now pe called dividend hunters and

such other names.

\nstead of trying to get ina large run
the present attitude of th
few that take some interest in it. The Movement is still in its infarcy., Even the
has barely touched the fringe of rural indebtedness. Co-
More enthusiasm and interest has

with a great deal of har

sber of pecple to take interest in the

Co-operative Movement, ¢ Department is drivirg away cven the

credit aspect of the Movement
and sale have yet to be tackled.

operative purchase
n-officiale. A great deal of co-operative education and

got to pe created among the ro
propagnnda has got to be done by an
iable to understand the un
re-holder in the Central Banks.

rally grows out of the corfidence reposed

d through the help of the non-officials.  \While such

is the case, one is ur reasonable attitude taken by the Depart-

ment towards the individual Sha
Deposit barking in its initial stages gene
in some individual or individuals connected with Bankirg lostitutions. It is only after

the Institution establishes a name fo
ent ceases to control the confider.ce of the juvesting public. lt

cannot be said that Co-operative Backing has been in the land for such a long time, as it
, a8

can dispense with the influence attached to leading men. All Ce-operative lastitutions sail
if owirg to sore mizchance .0f mismanagement oue institution
J

r careful handling of the monies entrusted to its care
’

that .he personal elem

under the same flag ard
inflicts loss on the Investors, then we shall have for ever to bid good-bye to public
Look at Bombay ard Bengal. In Bembay we sce the most prominent

patronage.
le community on the Board of Dirccterate of the Provircial

members of the mercanti
Bih.k.

\Vhile in Bengal, though there is no provision for individuals to hold shares in the

Provincial Bank, yet year after
rs of the Bark TO enable them to do it, they have created a

year the Presidert of the Bark is elected {rom among the

the non-sharehuldc

e
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P"°"i‘i°.t? in t.h eir by-laws, While in the Sister Provinces of Bengal and Bomba
attempt 18 ifmg made to focus the sympathies of non-officials, it is only here th y ev?ry
?teps are being taken to drive them out of the fleld of co-operation asif thei at active
interests are always clashing with that of the Co-operator. It is sad t:) tth,e'; p;rsonal
Depart-ment should try as if to create a new caste among co-operatdrs. Th ink that the
a step is given a quietus to, the better for the Movement. ¢ sooner such
*

THE APEX BANK.
Mr. V. C. Rangasamy.—The Madras Central Urban Bank Ltd
Bank should be the connecting link between the money market and th o gs the A;?ex
Movement. The first necessary step in the regulation of provincial fina e Co-operative
concentrate the overdraft of the Imperial Bank of India in the hands ':)cfe :ould be to
Central Urban Bank Ltd. The separate accommodations now given t t : Mac%ras
Central Banks ought to get concentrated in the hands of the Madras Centr, (l)l; ; various
Ltd. ‘The Ml.CIagan Committee recommends ¢ that Central Banks shoulda b i .B? ok
from dealing with each other or with the Presidency Banks”. Now that et: rohibited
Centr'al Urban Bank Ltd. has been gradually egging out individual xshaate radras
and since the Central Banks have the majority of shares and the controlli re- o.lder.s
could no more be said that the interest of the Central Backs and that :))f ltr;g voice, it
Central Urban Bank Ltd., are divergent. The first step that is necessary fo ) Madras
Provi.n cial Co-operative finance, is to get the Imperial Bank of lid’r regulating
that is now granted to each individual Central Banrk, concentrated i ia overdraft,
the apex Bank. ' n the hands of
In order better to control provircial
to whereby competing rates are :ot quotedﬁnt'at::'cedes;:c‘;l:ietsa:::.m’tghec.:rl e(?t st be come
against the Provincial Bank. [t is 2 matter for regret that of lthe m ent(;:al Banks ag
in their eagerness to get deposits quote high rates for them even :2)’ hntral Banks
demand for the money. It will be a salutary rule if Central Banks ar:n th?y' bave no
touting for deposits from outside their area of operations by quotin CPl’o lb.lted from
Of late such cases are becoming more numerous and it will be better gif t<;mpet;mg rates.
of the Central Banks are made to understand that such unhealthy com t'e. man?gement
an unhealthy desire in the investing public for higher rates of interest zi ltlllo'n St’mul.ates
B Recently a large amount of the surplus money of the Local Board - depos:fs..
palities, as well as the accumulated Railway Cess in various Distr'cc;ar ¢ and Vunick
for investment in Co operative Banks. [Even here many of the Distl- 5 gere released
geem to have almost grabbed at the money with eager hands rict Central Banks
could not find a profitable investment for the money H ef’en thou.gh they
money they in their turn dumped it on the Provincial éank avlltng 'recenved the
scen that such unregulated borrowings are likely to cause g ) th}| furthe.r be
to many of the Central Banks i the investing Local Boards Withdrai e: inconvenience
due date. It must be left to the Provineial Bank to net large de ot. ¢ an?otfnt. on the
be tter position to maintain the needed liquid resources to meet theirpv;t:dii : : ina far
8\
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The present system of audit of Central Banks is not very satisfactory.
Generaily the audit is conducted by the Chief Inspector of the District in which the
Central Bank is situated. 1 am not sure whether the class of Chief Inspectors who are
detailed to do the audit of the Central Banks possess the requisite knowledge of accounts
and co-operative law®and practice to efficiently conduct the audit of a Central Bank.
It is high time that the audits of the Centra! Banks at least are conducted by a staff of
well-qualifiefauditors. The Central Banks may well be called upon to meet the charges
of audit themselves. As many of the Central Banks are opening and maintaining
Current Accounts that are being operated upon by cheques it is-also necessary that they
should be manned by well-paid officers posscseirg the knowledge of Bauking pructice and
also the law dealing with Negoti: ble Instruments. It goes without saying that the
persons who are entrusted with the duty of auditing of accounts of such Central Banks,
should have the knowledge of Bauking Practice and the law dealing with Negotiable
Instrunents. They must also be conversant with modern methods of Bouk-keeping in
order that they may instruct such of the Central Banks as need advice in Book-keeping.
There is a great deal to be said in favour of scientific book keeping and if the Central Banks
ought to be trained in the proper methods of Book- Lkeeping the auditing staff should posscss
the knowledge and be conversant with up to date metheds of book-keeping. Hence it is
necessary that either the existirg Staff of Inspectors must be made conversant with

sysematic methods of Book-keepirg or those that are conversant with it bave to audit
the accounts of the Central Barks,

'am of opinion that one strong Central Bank for each District is far better
than having a number of smaller icstitutions. §f and when the buginess of a
Central Bank grows to such an extent that the Directors of the Bank think it will be
helpful to their business to start brarchcs of their own in various places within the
the district, it may be left to them to decide the question. In the present state of
growth of the Co-operative Movement in our Presidency it is not advisable to start either
branches or form Bankirg Unions federated to the District Baik. It will be found
difficult to run small Banking Unions within the district for the following amorg other
reasons (i) It will not be paying itself out unless it can do a large turn over (i) The
difficulty of getting proper working material to run the Barking Concerns. (iii) Sufficient
number of enthysiastic people fron: the area of operation with requisite kncwledge and
interest to run the Concerns may not be easily had and (iv) ore more lick of a middleman
will be introduced between the Borrower and the Lender.

For all these reasons the
yuestion need not be considered at present.

LONG TERM LOAN TO AGRICULTURISTS.
Co-operator.—More than 759 of the loans granted to the members by the
societies are all lcng term and for purposes from which the profit earred will take a longer
period for repayment of the loans. The Madras Central Urban Bank when it wag
lending direct to societies allowed a period of 10 years tobe repaidin 19 annual
instalmeats beginniog from the sccond year. ln all the total periog allowed for

village
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wm was 11 years. The society was using discretion and fixed the period

of loans according to the purpose and earning capacity of the m.ember and in
any cases where it was necessary allowed 10 years. Thus the Society was able
:keep up its obligations even in adverse seasons. The Madras .Central Urban Baqk
instead of lending to a member of primary societies has now to transact only

ith the District Banks that are more reliable institutions in a business point of view ;
. wi

and | find no difference in the nature of the resources of the Provincial Ban:lk

w when it refuses to allow more than 7 years for repayment. The deposits
e";“t:: over;iraft are on the same terms eveén nOw as they were some years back when
T(.‘) years was- allowed. The result of the change is vividly to be known from the
ever-increasing and alarming overdues in societies. .

A villager having a previous debt of Rs. 509 or purchasu')g a land may under the
by-laws pledge the land worth 100C or ‘grantmg. the society adopts the same
calculation as District Banks it may be justified if th? man flad got a property
worth Rs. 4,000 i.c., 4 acres of wet lands. The =average income In a very good . year

il be about Rs. 200 net from which he will have to pay a revenue Kkist of
N 50. If .10 years period is8 allowed he will have to pay about Rs. 100 and the
ri:t wi.ll mz;intain him at reast for 3 months in the year. If‘the period.of 6 years
<o incisted on he will have to pay the entire sum got and will have to m.cur debts
y “": 1aintenance and in the next year he will not be able to pay anything to the
for. tls ';s the loan for maintenance will be more pressingly demaading. Adde.d
SOC'e)" h are bad years in which he is not only able to repay the loan but is
o tfer:resh loans for maintenance and other expenses. In such years even

term loan raised and genuinely spent for agricultural operations are
aid in full. Uader these circumstances it is no wonder that the overdues are
o Tel" by year. The remedy is not taking legal steps to recover the entire ducs
incream.ng yej:a y:he properties of the villagers, but it lies in flnding out the real
i sellmgh aina)t')ility of the ryot to repay his loan and adopt a system by which he may
Ca.use o 9_ his assets keep up his obligation. 10 years is a minimum for a long term
without 100’_““8‘t ists and in the interest cf the District Banks and the Madras Central
toan 0 “g";:“h“" will be well advised to reconsider and revert to the old system of
Urbaf-l o t1(;ey'ears Uatil this is done the Districts Bank will either not get their
:"ow':egg:l::ly co)llecte.d or will ba selling the properties of the poor ryots in the name
ues

in need ©
the short

of Co-operation.

SOCIETIES FOR DEPRESSED CLASSES.

co_opemtor_._Co-operation is intended to uplift the down-trodden and the
Our village socicties mostly consist of caste people and the'pancl-\amas and
¥ d classes are not usually taken in large numbers, The reason is obvious. The
depresse ostly indebted to the local caste people and many of them are mere
Pa::hirrs ;r:en;gri c)‘: ltural operations of the middle classes are done only by the labours
labouters.

poor.
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of these and .
agrictdturep:i‘l’l‘esuﬁ r the fear that if they are redeemed out of thej

b er makes the caste people to keep them aloof ir clutches their

people 2 n:i m:e" :Sheﬁ'oz'n;le:: n.nd unjustified and many a society now f
clagses are more adva"tageouse:h fold. However separate societies for g:ﬂ for such
o our Presidency. Before th e(l;znr they are possible and such soc; e depressed
Department' to help these el vernment thought the necessit ':hes are many
among the depressed clnsnesp:;l: et. l:he function of organisirg the eo-ZPe(:at“ e Lubou '
the shyness and the unsympmhe:icen u;.a by the Christian missions takin ;:e societies
onganised societies not anly for th p aftt!tude. of the caste people. Thge "_“n'tage .of
The money got from a missi e Christian disciples but also for the ca sk onaried
be. repaid and philanthm;icl:l-"? even as & loan is never understood b 3:; P a"":l.lﬂmm;.
expected 1o e bosiness Tike lsfll-:nary. W}.IO looks God in every human);) . e disciple to
societies fatly refused to ::I . ) Dl-s“m Banks when approached ing cannot be
was starting {o finance suchosso'olT business considerations, However '9 fnance such
assets and many a Christian oroc“Etles and all the mission bodies contrib @ ventral Bank
. : panchama society was brought to exi ributed largely to its
!)romufent executive oﬁice::s of the Christian Central Bangk for existance. Thanks to the
;Zrﬁ::‘:ng out the lethargetic and dangerous plight in which their th-e prompt action taken
- attempts n.m(.ie to_ reorganise them in proper lines societies were placed ard
;S.:;:::s b;,l:reorm;.c;snonanes are honorary presidents. Th(; lo:m:ave km.,wn Christian
goature as they are disbursing chariti are disbursed even
attempted for repayment. When questioned as to why bo dl tes and no collcctions are
« We are all Christians Sir, we will never speak an untruth "" 8 ;\{:r; not taken, one said :
N ny are not affiliated to

unions and their accounts are very shabby.

After the propogandist work undertaken by the La
Departmenty, many depressed classes societies were started b bour and Co-operative
gelves and are run op best business lines. The District Ba ky the caste people them-
such societies and they are €ven anxious to reorganise the o:’d s Cafne. forward to finance
under their care. The special Central Bank started f societies and take them
claims its vested right to finance them. or the depressed class socictics

The District Banks on the other hand feel that the de
Districts have been ma}de to revolt by such communal Pfess.ed classes in their own
finance them. Bad societies or societies where necessar organisations and dcsire to
are nowadays not fnanced either by the Christian CZ : ssets are not forthcoming
Banks. In many Districts annual interest is collected w: ral Bank or the Central
Bank demands half yearly interest. The depressed clas ereas t.he Christian Central
prefer to be financed by its own District Bark which is ne:‘“ societies in the District
is koown to it than by the Madras Christian Bank. ;At ;-“" home ard the personnel
of the Assistant Registrars met in 1921 passcd g :ls Jw‘»cture. the Conference
and panchami societies in the Piesidency shouldesu'utlon that all Christian
accommodation only to the Christian Central Bank an:e recommended  for

Was pressed to be

adopted by all of them. The Societies that were flnanced by the
the Jocal Distri
istrict
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Banks were refused further accommodation by the Distri
that it is against the departmental policy and by the Ch ."K:—t Bank on the ground
ground that it must be free from liabilities to other societi :st‘:n Central Bank on the
members of the depressed classes are getting no accommo;a;.o s a rest.llt thereof the
become miserable. Even the recent Chittoor Co-operative Coln: and their position has
all societies in their District and the same feeling is eviaced in er;ence resolved to finance
There is no justification for compelling & certain section of t:emost- a.ll the Districts.
particular institution for Anance and the freedom of selecting its o‘:c‘;etles. to go to a
District in the same way as the other societies, should not be curt;;]e;a:;!l:;s v:;ithin the
e depressed

classes. They are free to go to the Christian Central i
ral Bank if they find it advantageous,

ARBITRATION IN SOCIETIES.

Co-operator.—The Committee on Co-operation laid stress on the desirabili
introducing arbitration rules for awarding decrees in overdue cases withoe esirability of
courts and accordingly our Madras Goverament made Rule No, 12 in 19}“_‘ resort to civil
intended to get any dispute between the society or its officers and member a;1 The rule is
Registrar or any one quthorised by him summarily, Dispute includes oj ' dec:ded by the
by members. In the year 21.22. alone not less than 15,000 cases were insi‘rt ue debts due
12000 cases were disposed of ; whereas only 600 cases were taken to c-;.;lted of which
the same year, the Registrar remarks in the administration report, that a; il courts. Ip
to Arbitration proceedings, not only weakened the fibre and ,leSSonedOT:eady resort
responsibility of unions and societies, but also led to a relaxation of ’effort e sense of
swelling of outstandings under demand.  This statement is correct in all its and to the
this article aims at the investigation to see how far the arbitration rules haaspebcets and
nd also into its defects if any. The rules provide for arb-t"e nefited
h the parties to the dispute and in default the Registrar to ldrafgrs ?o be
horising anybody. The Societies have resorted verelee either
arbitration either suo moto at the advice of the union supervisors or Inspecty f:eely to
how that steps have been taken in overdue cases and to shake off the resOrs xfl .o.r(.ier
cases for arbitration, their responsibility for overd:, es i‘;ﬂmb,lltxes,
llection must be taken by the departmeat. There are 81598 and
the panchayat is not willing to send cases for arbitr:t'so o
hem sent up with great difficulties. In such cases it x(i)n, ,;—md
get decrees and also to execute the dec:et;slﬁai;

the movement &
appointed by bot
by himself or by aut

to s
They think by sending
all other steps up to co
many societies, when even
the supervising staff gets t
cult to expect the Panchayat to try to

soon as they are passed. The result is.
(1) Societies send up all cases of overdues in
in many places as a panacea for its

glackness in collection and enjoy an unauthorised extension i .
indefinitely, the
’ system of

arbitration being very slow.
(2) Societies unwillin
ade the execu
kept unexecuted for years.
bear out the remarks of the Registrar that arbitration h
as in

When
en once & case was sent for arbitration,

g to take action even though they send ¢
. e a i .
by compulsion ev tion by their indifference in the PTOCeedi.,se: for arbitration
(3) Decrees are gs.
These things go to

some districts lod t0 relaxation of efforts.
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the society thirks its responsibility of collecting the loan was over and expects the

Registrar to do the needful ; whereas if the society files a suit in a civil court, it does all
necessary to get a decree. The procedure prescribed by the department in

arbitration is also responsible for unnecessary delays in deciding cases, whereas

in a civil suit the disposal is speedy. The society sends up to the union, where
they are scrutinised and forwarded to section office. It takes upa long time for the
transfer of these files to arbitrators. Sometimes all cases are held up on the plea that
too much of resorting to arbitration is not good and other times og the ground that the
arbitrator has too many cases finding. The powers of the Registrar can be exercised by
the Asst. Registrars and Hon., Asst. Registrars under Rule 12, and the latter officers are
honorary men and facilities for disposing of arbitration cases are very much in wanting,
summonses, decrees and o.ther forms are not supplied and plaintiff societies should provide
them; whereas the official Asst. Registrar will have the govt. supply. Summonscs
must be_served by the societies themselves. The honorary men have no peons ever and
the whole clerical work should be doqe by himself. He is the supreme judge, his clerk,
his peon and it is no wonder he is not ablé to discharge the duties assigned to hin.
When he visits a society he will have to search for the secrctary, cause him produce the
accounts, search for the parties and decide the cases. Summonses are never served by
societies and returned, and the society will not be represented in many hearings. Added
so these difficulties he may come to know of many arbitration cases sent up and not
;ransferred to him while visiting a society and he will get them only after he finished his
tours as‘d will have to keep them for his next visit. Though a definite jurisdiction has
heen given to each honorary men, the official Asst. Registrar will take up some cases by
hinself in the same jurisdiction, a novel proceedure in civil law and it makes the Hororary
men, irresponsible and effects his prestige. Under such disablities, the cases are perding
undisposed of for years and the society is supposed to be regular if it has sent up its over-
due cases for arbitration. Finding nothing is done in arbitration, regular members also
pecome defaulters to save the worry of demand of instalments. Arbitration may be
effective and make the members punctual only if they are disposed of as speedily as

possible and executed and the loan recovered at once at least in a few cases. Originally

arbitration was resorted to avoid the so-called delay in civil courts and a careful examina-

tion of the arbitration proceedings will show that resort to civil court is by far better,

Res:isioﬂ of the proceedure now adopted will surely make the rule very useful and

effective.

(1) Societies should also consider an arbitrator as civil court and should send up
only cases they would like to file in a civil court,
(2) The arbitrator must be supplied with all kinds of forms.etc. necessary for

disposing of cases and the services of a peon and the Inspector or supervisor may also be

provided. - '
(3) The arbitrator who has been invested with the powers of a Registrar under

Rule 12, must be allowed to take the cascs to their file direct from unions or societies and
dispasal files sent eventually to Asst. Regrs,

3

{4) In such civil jurisdiction as arbitration of a certain class of cases in a-
definite area, it is objectionable to have more than one to decide cases and it is against
the principles of civil law, and it must be avoided at least to keep up the dignity of the

arbitreator.
~ (5) Arbitration decrees should be made to be executed then and there.

(6) The procedure prescribed for execution under Revenue recovery is oo
elaborate and involves enormious delay. The union or the society must be able to
approach the Tahsildar for a demand and get the decree collected. 1 may note here that
a Collector ordered that only actual amount claimed in the application made many
moaths ago should be collected and the Revenue Department not authorised to collect
interest thereon. Serious loss of interest was the result, such unhappy features ia proce-
dure nullify the expected benefits under the arbitration rules.

CO-OPERATION AND THE DEPRESSED CL:ASSES.

Mr. D. Santiago (Y. M. C. A.):—In the year 1921-22 there were 732
depressed classes societies and 42,891 Adi-Draviba members in societies of all classes.
Co operation has only touched the fringe of this community and they suffer from
economic ills which cannot be cured by one stereotyped method. Debt is generally
incurred by this class to buy lands, to sink wells, for marriages, religious and social
ceremonies, for provisions and industries. The purposes of these debts are productive
except in 3rd and 4th cases. Wanat they suffer from is the exorbitant rate of interest,
the impracticability of part payment to the Sowcar, refusal to sell a portion f their
laad t> repiy d2dis-wiich th:y coasid:r a disgrace-and the tricks and deceits .of
money-lenders arising from the ignorance of this poor class.

The remedies for redeeming these poor people are many :—1. Long term loans
should be issued for redeeming them from prior debts. By enforcing 2 short term loan
upon the society for which there is no immediate demand, the members are placed in
an awkward situation, on one side the Sowear, and on the other the society. One distinct
advantage in immediate payment of prior debts will be that the debts may be reduced
to some appreciable extent by appealing to the Sowcar on behalf of the members,
2, A portion of the maximum loan given may be reserved for short term loans. 3. The
maximum berrowing power should range from 3 to } of the net assets, 4, The
philanthropic public should be appealed to, to invest sums as deposits at a low rate of
interest. Low rate of interest alone will ensure quicker repayment of the loan, and a
greater impetus to the movement. 5. Lack of frequent and efficient supervision s
one of the causes for the bad workiag of societies.

(a) The sggieties should be visited once a week or at least twice g month,
Even if there are no transactions the rudimentary principles or co-operation should be
constantly explained and taught to the members. (b) The Supervisor should care not
only for the business side of the society but for the moral and material welfare
and uplift of the members. (¢) Tnz checking of accyuats by collecting the baoks
of socicties in a central plice to suit the coaveaieace of inspecting officers should
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be mercilessly condemned. It is this kind of supervision that Lills the societies
and hax?;?ers further progress of the movement. (d) The Supervisor should check at
every vxs_xt t.he property statement and keep upio date and see to what extent
the outside md.ebtedness of the members is increasing. (e) A special Supervisor
should be appointed for these societies by unions. If funds are not sufficient,
the unions should appeal to government or missions who are working among the
poor in that locality for co-operation and flnancial support. The first 4 panchama
societies in South India were organized by Rev. H. A. Popley in the Erode ares.
I would suggest that a deflnite arrangement should b: made with local missionary bodies
and the work should. be started and carried on with their co-operation. (f) The societies
affiliated to a union should be divided into convenient groups each containing 3 or 4
societies and make one of the teachers or Pastors or Priests in that locality responsible
for that group of societies and pay the man some remuneration from the union funds,
The Financing Barks also should contribute something towards this extra expenditure on
supervision. (g) Remuneration should be paid to the Secretries of the societies until
the Secretaries themselves are able to pay them somz remuneration. The local mission
teacher who has to do secretarial work has multifarious duties and this will be
a0 additional burden upon him. If he works enthusiastically, everything will be
alright.  Unless he gets soinething in return for his services, he will have no mind to

throw himself heart and soul into the work.
The share capital should be built up by the instalment system of payment of As. 4

per month.
The system of probation followed by the Department of enforcing instalment

share capital for 3 or 4 months before registration does not guarantee that

payment of : ) '
they will continue it after registration. The delay in starting the society and sanctioning

loans will kill the new-born enthusiasm and co-operation in the members.
It is also necessary that provision stores should be opened at rural centres,

separate societies be organised till these classes are a little raised in habits and morals,

and their cattage industries be improved.
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ORGANISATION,

Rao Bahadur A. Vedachala Iyer : —Organisation of credit societies by
the Department is the only method available when there is no non-official agency
available “in any District -to undertake the work. Where non-official agency
competent to undertake the work becomes available such as the Hon. Asst.
Registrars, Local Unions, District Banks or District Federations of local unions,
a fund should be created for the purpose of propaganda and education in each
District and this fund should be pooled to some extent for the Presidency in the
Provincial Union. The Provincial Union should arrange for the training of
efficient men in each District to become organisers attached to each local union.
The District Federations and the Provincial Union will hit upon the cheapest and
most efficient method of getting the work done by instituting classes in selected
places where not only honorary organisers will be trained, but co-operative
education will be carried in an intensive scale for all connected with local unions
and co-operative societies.

The present position is that we have not created yet a strong financial non-
official agency for this work while we have one in the shape of banking union
for financial purposes. Till in each District a non-official institution for
co-operative education comes into existence, the only remedy, though it may not
be theoretically satisfactory, is to ask the District Central Banks to undertake
such a function as such work will help the Bank to secure a better method of
working the primary societies and thereby strengthen its position in its financial
aspect.

How the Government should regulate the organisation work by its staff is a
different matter and there does not seem to be much use in non-officials discuss-
ing the matter.

The organiser should be a careful student of the principles of economics,
should study the economic situation of those who are to organise themselves in a
co-operative society, and should be able to educate the would-be members in the
privileges, duties and responsibilities attached to the membership of co-operative
organisations.

Cencral Banks and local unions should be consulted beforehand because
the former has to consider how far their financial position will admit of expansion
in financing arrangements and the local unions will have to see if they can under-
take efticient supervision work over expanded areas.

No one need be averse to the Government subordinates undertaking the
work because they are Government men, but every one should expect that an
organiser official or non-official should be one with proper qualification and
efficient training so that his work can be viewed with contidence and respect by
all connected with the movement.

Organisation of societies for the depressed classes requires special care and
special men suitably trained will have to undertake the work. Government
should certainly recruit suitable men aund for a long time to come non-official
agency could not be created with the help of the slender resources of existing
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co-gpgrative organisations. Equally difficult is the supervision over such
societies and we have to expect the Government to undertake this. The only
ground for this attitude is the fact that Government can be relieved in the near
future of the work to be done as regards the economic development of other
classes.

THE VILLAGE AND THE SOCIETY.

Various reasons hamper the rural societies functioning for the whole village.

1. Financing banks in existence should realise the ideal that they are there
for the betterment of agricultural industry and should so arrange their working
as to suit the needs of the industry.

2. Nervousness in financing is to be deprecated. Discipline in lending and
recovering should be efficiently administered.

3. Co-operative education should be carried on in an intensive scale and
form the bulwark of safety for the financing arrangements.

4. Experts in banking and agricultural industry arising in rural life should
become available with or without payment. '

5. A permanent association of leading men interested in the application of
co-operative principles to agricultural industry should be brought into existence
in each District. It should regulate the policy of the movement, of course
petuny the adyice of the Department instead of depending for the whole on
Government ofticers, ever changing in their charges and with no high order of

equipment for the work expected of them.

REDEMPTION FROM OUTSIDE INDEBTEDNESS.
(+) Complete redemption from outside indebtedness is an ideal to be aimed
at but it 1% difficult of solution in the ear_ly st:tll:es'of the movement, A great
deal can be done minimise the scope of loutsule md_ebtednesS ﬁf the financing
agencies develop suitably and work uf® the ideal of being a banking concern for
the agricultural industry.
(») Furtheralienation of properties or increasing dzbts should be prohibite J.
The societies are enforcing a moral obliation in this direction on the members
of co-operative arganisations. It could not ‘be 5"‘_C”)"emorce;l by by-lams o
such a course pre-supposes the' fact that a sgcnety will glve’ ?“ credit accommoda.
tion to_all members & all times and without delay. Till such a position is
reached, it will be unwise to insert a rule to the effect proposed.
Note i1 should advocate complete redemption of outside inlebtedness to
d classes even if such a course is attended with some tinancial risks,
an be avoided in full or minimised to a large extent if handled by
are financing labour, which is a very valuable product

the depresse
Such risks €
competent men as we
now-a-days. -
O\WNLD CAPITAL.
The only reasonable nethod is to tap as much share capital from the
ber as be cal be reasonably expected to spare. It can be paid in small

mem :
be continued for a number of years. Any forcing the pace

instalments and may
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under pressure of refusing loans will drive the members to the sowcar or lead to
subterfuges, as borrowing from the society itself and placing the borrowed money
as share capital.

Definite purpose of loan and fixing conventional periods for repayament
will not solve the difficulties experienced. It will only serve on paper that an
attempt has been made in the direction. Education is the only remedy.

CLERICAL SERVICE.

Well-paid staff should be entertained on adequate pay in all societies except
in regard to those for the depressed classes where we may resort to have gronp
secretaries paid partly by Government and partly by the financing bank, and the
primary societies. Honorary service is good in its own way, but it may not be
efficient and continuous in a number of cases. The societies should have full
discretion in the matter and interference of Government or other outside agency

should be strongly protested.

INDIVIDUALS IN CENTRAL BANKS,

It is not known whether the Departmant of Co-operation has decided
on eliminating the individual share-holders from the Central Banks,
but there are indications of it by the advice tendered by one or two
Assistant Registrars to the co-operators. In some places the co-operators
wish to bring about such a change. Of course those who hold the
view that deposit banking in the co-operative movement will not suffer by
the elimination of individual share holders should satisfy themselves that they
are sure of their position. After all, the ryot who puts his share capital in a
primary society does not becomne a co-operator imbued with real co-operative
principles more than the one who buys a share in the District Bank. 1 should
attempt the process of assimilation of individual shareholders in the co-operative
movement rather than the process of their annihilation. At any rate this is the
principle which was trotted out by the Department when the Central Banks
were originally formed with the share capital put in by the individual share-
holders, and when the constitution of such banks was changed into mixed ones
composed of individual and society share-holders.

The Central Banks require a very large multiple of their present paid-up
share capital to carry out their function of financing agricultural industry and
this could be secured from the individual share-holders at a far more rapid rate
than from societies.

The process of assimilation 1s not a difficult task and must be attempted in
earnest before the process of annihilation gradual or immediate is attempted.

THE APEX BANK.
The question of interfering with the present constitution of the apex bank
might be left unsettled for some time longer. The process ef elimination of

individuals is being attempted and carried out. When this is completed the
affiliated Central Banks will treat the apex bank as their own and each central
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bank which now looks after its individual interest as it should, will be

to . s . . . : . ' W

m:::ly the co-operative principle of losing its interest in the interest of the
AUDIT OF CENTRAL BANKS.

The audit of central banks should be secured menth aft i
can only be done by a specialised staff organised for the Presi::n‘c‘:m':'b:nd this
audit by Government staff is not adequate either in quality or in ;oluma.p'“'le‘:ct
central banks should tax themselves and form an audit union and employ th
req:isite sta%. Iof‘theé all pool their funds together, cheapness can bel;:c{,:os
without sacrifice of effici ,and su
vithout sacrifice ency, such work can be got conducted under the

BANKING UNIONS,

Where District Banks feel that they are unable to have personal touch with
their clientele, they should take the initiative of forming banking unions which ‘:v‘itll
merely bea bank to carry on its transactions in books for the benefit of the
District Bank. It will receive deposits on behalf of the District Bank and get .
certain amount of profit thergby. Even in the lending operations, it wil] be iven
a certain percentage. The share capital should be pooled in the Central lglg:?
Small Baoking Unions will not admit individual sharebolders. Such Banks we.
be established only where human material is available fit to carry on  such
transactions.

The audit union contemplated in section three above can undertake the work
of training bank managers of central banks and urban banks.

PRIMARY SOCIETIES.

Messrs M. Ananta Rao, Shiva Rao and Venugopal Rao :—1. The
work of organising ordinary credit societies may be left to non-officials fuuction-
ing through supervising unions. Organisation may be part of the normal work
of Honorary Assistant Registrars but Honorary Assistant Registrars are in very
many cases officers of Unions also. Where they are ‘not connected with unions,
the organisation papers may well pass through the concerned unions. In South
Kanara it has almost invariably been the practice to consult the Central Bank in
the matter of registration. So far as South Canara is concerned, it may safely
be said that there is some one Qr other member on the directorate of the Central
Bank who hasa tolerably good knowledge of the locality where a particular
society is proposed to be organised. This is likely to be the case in other Districts
also, and so the practice may with advantage be followed elsewhere as  well.
Organisation of new societies is one of the questions usually considered at the
half-yearly “Business Conferences” held in the District and areas are then
marked out. .

Organisation reports have tended to become more or less formal and rather
mechanical, but if unions and the Central Bank are consulted in every case, it is
sure to belp the registering officer in coming to a correct conclusion as 1agards
the prospects of success of the proposed societies.
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So far as South Canara is concerned, it cannot be said that any particu- -
lar classes have been consciously er wilfully excluded from any s:(;éﬁcu-.
Membership of societies in South Kanara has always been fairly large. SoCietie;
camnot yet be said to be ina position to function for the whole of their villages,
but this can only beattributed to the ordinary causes of indifference and want of"
enthusiasm and edcuation which prevent societies from remaining equally active
at all times even within their limited scope. ;

The introduction and development of the forecast system has in our
opinion seemed to be a tolerably good method of attempting to satisfy all the
short term credit necessities of all needy and deserving members,

The system of crop loans on the security of produce may well be tried in at
least some selected primary societies, but the successful working of such a system
must depend on the availability of specially good human material, wh.ich, though
it probably exists in almost every village, becomes difficult to be secured for a
society on account of the influence of vested interests or the conflict of interests

involved. .
Complete redemption from outside indebtedness should of course be a

primary object. Prohibition of alienat_iou of. properties without the sanction of the
Managing Committes of the ezisting sociely .is sure to provide the safeguard
necessary when redemption is to be und'ertaken on a large scale. A start may
well be made by changing purpose No. 9 in I?Y-lafv No. 40 of the Model by-laws
(for unlimited liability agricultural cred_lt societies) into the payment of debts
incurred prior to admission into the society and of such subsequent debts as have

been incurred with previous intimation to the Panchayat.
A suggestion has sometimes been made that small amounts on some

definite percentage may be retained in the society as a deposit whenever a loan is
granted to a member. This does not commend itself to us. We have no parti-

cular suggestions to offer.
Our experience too has shown that periods on loans are not fixed properly

having regard to the purposes and th(? needs and circumstances of the borrowers,
This seems to us to be one of the main causes of the alarming increase that is to
be found in overdues throughout the presidency. Clearer provisions may well be
;ntroduced in the by-laws, even at the risk of making the by-laws less elastic and

mare wooden, so t0 52, in their application. .

The following is a rough outline of the forecast system that has been
re than a year now in South Kanara. Each society draws up a
ed forecast of the loans required by its members during the next
twelve months, and such applications are considered at general meetings of the
concerped unions and ferwarded to the Central Bank through the Assistant
Registrar.  After such loans are sanctioned in the Central Banks the society
executes a single bond for the whole amount of the loan. Both in the Assistant
Registrar’s and Union's offices, analysed ”st of these forecasts are maintained
ghowing in respect of each the amounts required by each society in that month,

working fér mor
more or less detail
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The lis ‘s .
theeC;l::'ser‘;::: lfr;‘(:’:ytgf t:;:, fg”pwn'-;g month c‘ome up before the last meeting of
then is duly communteated mon in the previous @onth. and the resolution passed
no loans should be gra N ij to the Ce"f"al Bank ; if there are any reasons why
names of those sociﬁ:;e to any pamculz.u societies in the fo‘llowing mont‘h, the
Registrar also scrutin ;‘efe SP?Cla”_v mentl,one.d in such resol.ut\on:;. The‘AsSIStant
communicates hi; i s' every month’s list in the .pr-.v.lous mont.h |Fse|f and
cocieties fo Whic}; ”P llon also to the Central Bar.:k.- l||‘<eW|s¢.s mer?tlonmg any
should 1e loans asked for by those socnetxex‘s in their previous forecasts

. not be granted. On the strengh of such resolutions and opinions, the loans
are disbursed (or refused) to the concerned societies, when they send in their loan
demand slips in the respective months as forecasted in the férecast application
sent at the beginning of the year without such slips being placed again before the
meeting of- the Union or the Bank. This system reduces the delay that might
otherwise occur in the loan applications having every time to be forwarded
through the concerned union and then through the Assistant Registrar.

Time was when the work of societies was all being done without any
remuneration by honorary workers. The model by-laws of that time contained
no provisions for payment of any remuneration, and all went well. It is not
known what the exact circumstances were which induced the Department to
introduce the question of remuneration in the Jater by-laws, but no sooner were
such provisions introduced than demands began to arise every where for remunera-
tion and more and more of it. The system that prevailed in South Kanara in the
early stages of the movement was for the Panchayatdars of necessity to work in
turn as Secretaries for any definite period which usually was about three months.
The work of societies in villages does not really amount to so much as cannot
be done without any paid agency. The needs of the members are confined only
to some seasons of the year, and the repayments also come in only at particular
There is no work all the year round as it is quite possible for a person
‘of average intelligence and capacity to attend to it during bis ordinary leisure

hours. Now, however, it seems a bit too late to revert to the old system of hono-

The question, therefore, ought to be how to keep the system of pay-
1 service within reasonable bounds, rather than how to arrange
lerical service in societies. The question of clerical
a more or less incorrect, inaccurate anl wholly

seasons.

rary work.
ment for clerica
for maintaining sufficient c
service seems to us to raise

undesirable issue.
II CENTRAL BANKS.

1. Attempts at reducing the interest of individual shareholders and
correSpondingly increasing the interest of societies will have to be made sooner
or later in all Central Banks which are at present of the " mixed ™ constitution-
(It is presumed that there are no Central Banks in the prestdency now, which are
composed entirely of individuals). The issue sought to be raised by the question
is not clear. If it is meant that deposits may not flow into Central Banks of the
pure type as plentifuily as into those of mixed type, we do not think there are
any reasonable grounds for such fears. We hope that the experience of th
existing Central Banks of the pure type will bear us out in this view. [
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2. The M.C. U. B, has already been converted into 2 Bank of the mixed
type. Redemption of preference shares has also been begun. The maximum
holding of share capital by Central Banks has also been raised. This will doubtless
strengthen the financial position of the Bank. No other steps suggest themselves
to us just now. ‘

3. We cannot say we are quife satisfied with the way societies have been
audited so far. When audited figures were being required' for the Adminis-
tration Report, there was perhaps some sort of a justification for the audit being
conducted hastily. This system has been done away with so far as primary
societies are conceraed. It is sincerely to be hoped that audit will be thorough
in future. The old system still remains in the case of Central Banks but even
in their case the audit can doubtless be very much more thorough than it has
been in the past. All Central Banks cannot perhaps be said yet to have grown
strong enough to pay and employ an independent staff for their audit, but the
Department can well maintain select staff for that purpose exclusively,

4. In our opinion there would be nospecial virtue in fcrming banking unions
federated to a bigger central bank at the required centres. We believe the
expenses of running a branch will not be as those of conducting a separate
institution and our experience is distinctly in favour of starting branches. * For
finance centralize. Decentralize for supervision only.”

5. The scheme for land mortgage banks, which appear to be under the
consideration of Government, seems to be a suitable one. It can at any rate be
tried experimentally in some areas, before we think of what next or what else to
do. Details of the scheme bave not yet been published, but so far as what has
already appeared in the newspapers is concerned, Mr. Vedachalayar’s propesal
for separate Land Mortgage Banks does not seem to us to be essentially different
from the scheme which seems to be under the consideration of Government. Mr,
Vedachalyar's proposal that existing Central Banks may themselves run the
business of a mortgage bank does not commend itself to us, but Central Banks
as well as (select) primary societies may well be constituted agents of lands
mortgage banks, so that monies may be received or paid through such institutions
to accord with greater convenience of the concerned parties. Central Banks and
primary societies will also be ready to render such other assistance as may be

required of them at any time. ”

6. If all Central and Urban Banks have become strong enough to maintain
efficient " Bank Managers "' on a decent scale of pay, the Provincial Union can
well conduct training clasess of the kind conducted in the Bombay Presidency.“

ORGANISATION.

Mr. T. R. Srinivasayengar (Banking Union, Tanjore). Organisaticn
of societies by officers of the Department has merits as well as defects, as also
if the work is to be entrused purely to non-offieial honorary organisers of agencies
The former command certain facilities, such as reference to Revenue reCOrdS.
administration reports and papers wherefrom fairly correct inferences could be'
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drawn about the economic condition of the village. But they cammot have a
thorough insight into the actual condition of the villagers, the prevalence of
factions, litigous spirit and long-standing class or communal feuds which divide
the people of the village and are subversive of the growth and development of the
true co-operative spirit. 1n one particular case, within my knowledge a number
of litigous people got a society organised for their bdnefit and owing to want of
careful scrutiny in the initial stages the society bas gone to ruin, Unless the non-
official honorary organisers or agencies approach the matter with a certain
amount of seriousness and see that the proposed society would satisfy every
requirement of a healthy co-operative organisation and the officials exercise more
than ordinary caution the doleful consequences of defective organisation to the
financing Banks and the movement in general, cannot be avoided. I am not
quite satisfied with the starting and organisation reports as prepared at present.
Organisation reports must be based upon a thoro.gh economic survey of the
village and study of the character of the peopls as disclosed in their every day
life, aud more attention should be devoted to the pro‘per preparation and sqfutiny
of the propesty statement of the mambers of the society. A‘ cqrtect valuation of
the assets of members and information about the ready realisation of the dues of
members trom such assets in case their initial enthusiasr.n I?r working up .the
society should wane, are points which are rarely dw_lt with in th.e organisation
reports that are now prepared. Similarly the startx.ng of the society should be
made not the hole and comer affair that it is now in several cases. [ am for
the consent of the finaricing Bank being taken befqre 'tl‘xe registration of t.he'
societv, as that will give the representatives of its mdl.vldual members on its
Direciorate an opportunity of knowing what kind of area is proposed ‘to be served
by the society and of applying their previous knowledge of the locality in deter-
mining whether the registration should be recom@ended or not. Furtbef the
representatives of societies on the Central Bank.Dlrectorate wd! also be in a
'posilion to apply their own criterion and arrive at a co.nclfxsmn about the
successful possibilities, or otherwise, of the proposed or.ga.nfsanon. At gr&aent
local unions which are being consulted abm.xt the organisation are not, in my
opinion, sufficiently trained and "educated in the l’es.pOBSlblllty. of organising
societies. No doubt there is an opportunity for the Assistant Regxstraxj to do this
once a year on the day of the general mesting o.f the Union and occasionally by
correspondence. But the results cannot be satisfactory, unless the members of
the Governing Body take more interest. i'n the .matter th‘an merely offering pious
opinions upon the suitablity of localmes.wnthout tr)"mg to substantiate their
opinion by a satisfactory report. Supe.rvns?)rs of Umon§ cannot ordinarily be
expected to look upon the work of organisation as a}nythxug other than tapping
a fresh source of augmenting the income of the [.Jmo.n by way of Supervision
Fund. I would therefore suggest “?‘“ the organisation of societies should be
based upon a system which is well laid out and understood rather than on the
bapbazard metbods now adopted.  Such system may Pe devised for a whole area
by a body of non-official co-operators fairly representlng the varioug parts of the
area silting together and chalking out a programme in consultation with the
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flicers of the Révenue, Agriculture and Co-operative Departments periodically
moe a year. All petitions received for the organisation of societies may go before.
uch a body and they may, after reviewing the work turned out by the societies
egistered durihg the past year, come to definite conclusions, Haphazard organisa-
jon should by all means be put an end to.

* THE VILLAGE AND THE SOCIETY.

The main causes that stand in the way of a society from really
unctioning for the :whole village area:<(1) the presence of factions
3 ‘the village (2) the general apathy that prevails among the majority
F the villagers a#ltl (3) tha socisty being worked by an influential anl interested
lique who waat to lutve a mbhopoly of the advantages flowing from working a
b-opetative society. Unless the right sort of propaganda reaches the villagers
nd every ofie in the village is made to look upgn co-operation as a pinacea for
se village as a whole, the benefits of membership cannot exten to all classes of
18 village. Once the people come to recognise that membership in a co-operative
sciety is notan exclusive privilege meant for the interested few, but is quite
atholic in its nature, the general awakening of the village will lead toa better

rpe of society serving all classes and intterests growing out of the older types.

CROP LOANS,

One main cause for the indebtedness of most of the agriculturists is, their
ability to command facile credit to meet urgent requirements such ag the
wyment of kist, purchase of bulls, seeds, manure, implements efc., just at the
roper season, with the result that they are forced to seek the help of usurious
oney lenders. Their inability to meet the latter's demands from year to year
radually contributes to the accumulation of their burden until at last their
debtedness becomes chronic. A little amount of foresight at the right time and
18 adaption of the co-operative method of joint magketing of their produce and
irchase of their requirements will surely relieve agriculturists a great deal. The
'stem of advancing crop loans on the seccrity of harvested produce of members
is been introduced in some primary societias of my District and has so far_
oved successful. The next step is to form a number ef crop loan unions at
mvenient centres to serve societies which are within easy reach of them. This
s now been taken and crop loan unions with a mixed constitution (membership
ing thrown open to individuals as well as societies) have beea formed, These
aions are intended to serve as intermediaries between the financing Bank and
e rural societies in the disbursement of loans to members of societies and have
maintain godowns wherein the produce pledged by members of affiliated
cieties is to be stored. On the security of such produce the rural society applies
r and takes its loan from the District Bank such amount being disbursed to

i members by the crop loan unions on the production by the member of th
oduce to be pledged. The details of the working of the Union have obee:

vised very much on the lines on which produce loans are given by the Imperia]
wnk of India to merchants and large producers. Besides, the crop loan Union
aleo given ? tm-‘t of selling away the pledged produce, in case the- owner
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the consent in writing of the owners of such produce. I shall be able this time
bext vear to give a better account of this line of activity and how far the experi-
ment has proved a syccess in my District. It is haped that by spread:ng this
line of activity quite 2 number of bad:societies could be reclaimed and revivified.

REDEMPTION OF PRIOR DEBTS. .

The proposed opening of Land Mortgage Banks with Talugs to serve
as the units of area of operations is to be watched with interest, as it is the only
means of salvation for agriculturists who are deeply involved in debt. Complete
redemption from outside indebtedness is not within the range of practical politics
of a co-operative credit society pure and simple. I am of opinion that fresh
Legislation is necessary to prevent further alienation of properties or further
incurrence of debts by members on property ‘mortgaged to a land mortgage
Bank, as otherwise the tendency on the part of a fairly large number of agricul-
turists to mortgage and {remortgage the same property any number of times
cannot be checked. This will affect the credit of the Mortgage Banks indirectly
and the new method of raising money on debentures will not in consequence
prove attractive to the money market. One other way of dealing with the same
question may also be tried. In the case of the indebtedness of members of a
society on reaching high proportions the local co-operative society may jtself

undertake the complete redemption of such indebtedness as an experimental '’

measure and depute one or two members to watch over such redemption cases

78,
for ten yea OWNED CAPITAL.

Members of rural pr.imary societies do not realise . sufficiently  the
'necessity for increasing o.wned _Célplt‘al‘ as, so far, their only motive
in investing share capital in their societies has been to  qualify for Loans.,
Cases are not wanting in Whic‘:h even the small amount of .shnre capital which
forms the members’ initial mvestn'lent has had to be .ad)usted out of the loans
disbursed to them. In the case f’f primary societies serving urban areas, although
the members are equally tardy‘m the Tecognition of the importance of increasing
the owned capital of the society, still the system of. recum.ng deposits is fairly
ilised by them for repayment of loans and the- working capital of the society
91: 1s ses from month to month with the accession of new members, Although
‘t:(,:c?s ;ot owned capital of the society still so m'uc.h of the members’ money
circulates within the movement. 1 ~am afraid improvement in this respect is
bound to be a slow process and more vigorous propaganda and the cultivation of

the Banking habit are the only re.nedies.
SHORT TERM LOANS.
The present demarcation obtaining in the By-laws of societies of the

purposes for which loans are sanctioned does not help their being classified ingo
long and short term ones. A clearer demarcation will surely be an improvement,
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But a mere classification of loans into long and ¢
ration of their purposes in the By-laws alone will not deter indjy; d

either from giving false burposes in their applications or thei ‘V’_ ”
loans taken by them. These are matters of'conscience and tl: i e

of principles of classification and demarcations of purposes of i ane o ciation
themselves affect the standard of the members’ honesty or ver Ofirns ’;azmot by
lies in the scrutiny of the purposes and through'surveiliance of t:: ’lz' pe remedy
the application of loan amounts by members of societies. Thjs and’fa_yat over
question is not at a)) receiving the attention that jt deserves, most lmporfant

The short term needs of societies ; '
the beginning of the year by the members (r;a:;xeb;aizl;;;r:: Zgg agauge!d' i
cover the entire needs of members onder this head may be made b” application tg
and sent along with 2 forecast of the fequirements of the members;
year to the District Bank with the recommendatiop of the union angd ¢
Registrar. The society may execute a.single pronote for the entire

It 'is not possible at present to mamtain clerl
transactions are not su ficiently beavy and profit-earning ¢, acity g i
high. However, societies which are in cloge Proximity to :ach y sufficiently
grouped together and clerks maintained at the rate of Oue‘for ; otaer may be
clerks should work under the control of the Up; eac
under the panchayats of societies with a view ¢4 avoid confyg;
ing incidental to one clerk having to serye More than twe usion and overlapp-
may be given some training before they enter upon their d?::ter’s.
subordinate clerical servic: for Manning Co-0perative sociegio. S a
in the near future, eties ma

ks for societieg whose

LOANS ON THE PLEDGE oF CROPS AND GRAINS
Mr. K. G. Sivuwamy (Mndrn).-O i '
exhaust all their labouring Capacity both by th

even before they are ripe for harvest or haye to sell their reyq
ever rates they can get at the moment. Members generally do nYt ,
A a
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for short term loans in their credit with societies. Somehow or other long term
loans have become familiar and it is difficult to pull the members out of that
groove even where it is possible to give them more credit. Advances on the
pledge of grains will form additional credit oyer and above the maximun borrow-
ing power of a member on the security of his Property and the share capital
basis. At the same time there is the becessity to prevent the chance of the abuse
of enormous sums being drawn by a society and alse the interests of the financing

whether a member’s annual income which he hag pledged in the form of graing
is sufficient to permit of his repayment of the instalments wigh interest of the
long term be bas received, after paying the short term advance ang reserving
something till the next harvest for domestic and agricultura] oxpenses. For the
District Bank, it would be quite sufficient if the maximum borrowi;:g limit is
not exceeded by the society. But granted that the societies fixed the member's
credit for short and long term loans on the reasonable basis of anpyg) incom
how are they to be educated that they should uge Part of their credit for sho:t'
term loans as well. It would be better if the District Bang insist that good
societies should in framing future amendments to the;y maximum borro wing
power reserve a portion by ratio or fixed sum for grain and crop pledge loans to
be issued to members.

But all depends of the relfability of the Panchayats to Properly assess the
short term credit, secure the goods, watch thejr sale and ensure repayments In
the case of good societies, the District Bapks May permit this grran e;nent
which has got immense possibilities of developing join; sale in course :f time
The Central Banks can tap more short term deposits, on the short term ro-not&c'
of societies as they are secured by produce, The way will be paved for a cl‘:ar r de-
marcation of short term and long term loans and the respective deposity [ ebmh
and the strengthening of sound co-operative banking, Co-opemtin soci :’ il
become fitted up for issuing two kinds of credit, mortgage, ang crop an: 1es wi
It would of course be necessary and it is just ag well, that there should l:m‘lns
rates of interest for these 2 kinds of loans, Long term loan which locks v WO
and prevents quicker turnover may be issued at a littlo higher rate tbnl;:::lfcy
short term loans. Rate of interest should be decided by m and k“
considerations and not be stereotyped for ai} kinds of credit, market

A circular en crop Joans by Mr. M, K. Venkatachariar has .
in the November Bulletin and it would be g0od if (e emb”.l’cﬁf',.f’,',li"ﬁ
the same to the District Basks and the Departmen, 0

————

CENTRAL BANKsS,

Mr.K. V. Raghavachari (Nellare).__|, ;, 9ot & desirable
the Central Banks pyrely to Banks having society mam bats only. sug to lcdg.m
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depends a great deal upop the individual or individuals wheo manage and who
own shares. Number of deposits will vary with the persounel of the directorate
If societies are the only shareholders, outside people  will not have so much
confidence: in. the institution, as they would have if the management was in the
hands of those, who have their interests at stake in the Bank, '
Most of the Central Banks are now audited by Inspectors and cheecked by
the Assistant Registrars, though ‘on paper the audit goes in the pame of the
Assistant Registrars. This is very unsatisfactory. The Department ig responsible
for the proper working of primary societies, for payments of the dues to the
Central Banks in dug time by the societies, and in general for the general
efficiency of the 'w.orking of the societies and the Bank, The Inspectors mostly,
are not specially trained men in the technical branch of auditing.  Most of the

"Assistant Registras are Deputy Collectors who are little trained in audit. The

audit must be done by professional auditors who have had good experience in the
audit of business transactions. This will make the Central Bank management
improve in their efficiency of work,

It is desirable to have branches of the central banks where the work is heavy
for one bank at the Headquarters. If in a Revenye Division there are a large
number of societies, it will be convenient for the societies to be served, to bave
a branch of the Central Bank quite in their midst. It will also be good for the
central bank to be able to be near the borrowing secieties and watch their growth
and work, development and efficiency.

The managers of the banking institutiop musty be trained in some premier
banking institution. They should be r?ade to qualify themselves in accounts and
Book-keeping, and also must have a fair knowledge of the elementary principles
of Co-operation. They should be .tboro.ughl.y. conversant with the working of
Primary societies and be in a position to cnt1c1§e the work of societies from g
report of the auditing staff. It would be we‘ll if the managers are given some
lectures in theory, and then are made to work insome efficient banking institution.

L]
A TYPICAL CO-OPERATIVE VILLAGE.

Mr. T. V. Kuppusamiah (Tindivanam), —These are days when
competition is rampant against co-operation.  This competition has landed
the world into a universal conﬂlq——cox.mtx.y_ against  country, community
‘against community, iqdividual agamst individual. Like various institutes
of commerce, agriculture, industry efc., ‘there must be an institute to teach
the students the subjects on co-operation or if 2 Separate institute is not
possible this subject 'must be made a conspicuous study in the severa]
institutes of agriculture, imdustry etc., so that men drafted for Co-opera-
tive Service from the Supervisor upwards may have an all-round knowledge. These
men on the official side must carry on an extensive propaganda in favour of the
co-openative view of life as against the competitive view. Co-operative Primers

. in vernaculars to teach the youth a sense of Corporateness, a sense of common
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loyalty etc., and the advantages of co-operation in its several aspects must be
printed and published and the Director of Education must be approached with a
request to include them in the curriculum of every aided school. The edifice of
co-operation if begun on this bed-rock would be safe and secure for all time.

Wherever we come across with real democratic men —men who accept
certain ideals of life, men who are well informed by a sense of equality and
inspired by a sense of tinding equal opportunities for all men, there we find co-
operation lifting its bead. Unfortunately class prejudices and caste hatreds have
slowly crept into the co-operative movement. These keep some men who are
willing to render willing service away from the movement. .

Till now the co-operative movement has been measured by quantity and not
by quality. The result is only an embellished paper progress.

Such of the Honorary Assistant Registrars and Secretaries of Supervising
Unions who have justiiied their positions by their voluntary and responsive co-
operation are more competent to test the suitability of localities for credit and
non-~credit business. The trained supervisors of unions can help the rural banks
to keep correct accounts, conduct meetings and send their reports. No super-
visor can bave more than 20 societies to supervise and his jurisdiction must be
within a radius of about 5 miles from his quarters whether the number of socie-
ties within that area is more or less. Then only the control will be thorough and
the work efficient.

\Ve have not carried Co-operation to its fullest extent at least in one village
by studying its needs and ttying to remove usury and the elimination of middle-
men to hold as an example at least, nor have we been able or willing to extricate
the members, at least of a particular locality or a sect, from the clutches of
usurers. :

When we thus restrict and limit our help to the members, the best influential
of the group of members monopolise the advantages amongst themselves and
their relations keeping lesser men and the dumb in the background,

It is high time that we must begin to work a model primary society and
make it a standard-bearer of the true ideals of the Co-operative movement .

To begin with, a convenient locality must be selected. The whole locality
must be given the benefits of the movement in all its aspects—liankiné
Commercial Agriculture and Industrial. Here we must give practical educatior;
to students making them earn whilst learning.

We must construct a storage depat ot granary to supply seeds, tools raw-
produce efc. and to recewe instalments of debts in kind efc.
In short it must be a self-contained colony.

DISTRICT BANKS.

The attempt of Departmental officers to reduce the shares of inhividua)s 1s
not a desirable step.  But there must always be a majority of society re')re;em
tatives. ;
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ere are about a hundred societies it is better to have a separate
central bank instead of one district bank with an unwieldy number of societies

. to be managed. Some of the present District Banks are a happy group living in

the Olympian heights thoroughly ignorant of the conditions of the locality and are
to depend only on the Department for advice atfc.

Proximity to societies would enable us to study the local conditions and to
exercise control and check over them,

All these central banks must be federated to the apex bank and hereafter be
made as its branches. Even the present District banks must go by the appellation
of Central Banks and not as District Central Banks.

We have been proclaiming time and again all these years that middlemen
must be eschewed and yet we countenance the district banks as acting the part
of middlemen batween the Provincial Bank and tha societies.

Time there was when we ‘could not be overstrict at the initial stage of
forming central bankson accoun: of the want of best humain materials. Now that
the co-operative road is roughly laid, we can think of weeding out men who join
the movement with ulterior motives without the least interast in it and who
would not subordinate their welfare to social welfare. If we do not eliminate the
middlemen’s selfishness of the District banks, our practice ‘'would become con-
tradictory to our profession. [s it not stultifying to think of the ‘rate of interest
charged to a society compared to the rate charged by the provincial bank? Why
should the District banks b2 perumtteld to act the part of middlemen. Is ours a
profit earning movement ? We can think of lending‘the societies at a rate of
interest at which the provincial bank lends to the central banks if all these are
a‘filiated as branches of the provincial bank. But we will have to fix for
moffust] deposits in co-operative banks a rate of interest not exceeding the
maximum rate at which the provincial bank lends the central banks. All central
banks must be linkel to the one chain and must have paid secretaries throughout.

When we resolve to have a central bank for about 100 societies, the
existence of separate supervising unions is unneccesary and they can be done
away with, These central banics can go by the name of central banking and
supervising unions. “Vhen these become guaranteeing unions, deposits will be po .r-
ing from all sides. Under this scheme more supervisors will have to be appointed.
Any surplus supervision fund may be utilised towards the travelling allowance
of any member of the central banking union being appointed by the President to
make surprise visits to societies which are reported not to be working properly.

ORGANISATION AND SHORT TERM CREDIT.

Mr. M. Krishnaswami Sastriar (Ranipet Town Bank) —In regard
to organisation of societies, the Presidents of Local Boards should supplemnent
the work now being done by non-officials and the Department. They should
recognize that their interveniion n the iatter of organization will help a
great deal. In regard to short term eredits, the surety system will safeguard
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the interests of the Rank rather than the one of crop security, The delay tha
occurs in the recommendation of loans may be remedied by having only one
intermediary Officer, whether the Assistant Registrar or the Local Union.

ORGANISATION.

Mr. J. Krishnamoorthy Rao,—I am not well acquainted with the con-
dition of affairs in the other Distcicts and my remarks should be taken with
reference to the conditions in this Cuddapah District.

The organization of credit societies by non-officials is not yet attempted in
this District to any extent. Human agency among non-officials in this District
for that purpose is extremely lacking and the few persons deeply interested in the
movenent are aot able to devete much time for it. The unions are still in an
infant state and I am afraid that the Governing Bodies of most of the? Unions
have not yet realized their duties and tesponsibihties to eﬂicxently' sup.ennse -anJ
control the societies attached to their umons.. Thgy are also.wantmg in technical
knowledge. Under the circumstances, organization must still be confined to the
Department. I do not think that the present' Depa'.rtmental staff of lnspet':tors
are quite satisfactory in this mutter. In their anxx.ety. to show prgrgss, they

erlook most important things in the “fork‘ of orggmzztlon. I*T.duca}non is very
Y d-in the ;ural parts of the Disttict. Literate and intelligent human
::::]r is solely confined to 2 or 3 p:ople in each village and the mal?age‘nex.lt
*of the whole society depends on the honesty of .these. I'f‘ the orgamzatlox‘l is
carried on strict lines and after careful and exha ustive enqume§ and after making
embers fully understand their responsibilities and duties, much further
m could be avoided. If more Honorary Assistant Registrars from among the
tried workers in the field of co-operation could be appointed, t'hey will be able
¢o turn out more efficient organization with the belp and co-operation of the unions
and, if necegsary, in cases, of the departmental officials.

1 do not think the consent of the Central Bank is necessary before the registra-
tion of a society. The Central Bank will not be. i.n a position to advise in the
matter. But local unions will be in a better position to do. so and it is one of
the primary duties of the local unions to so advise, although it may not bs suffi-

ciently trained to organize sotieties.
REDEMPTION FROM ALL DEBTS.

This is .possible only when the me nhers canno: go to outsiders for loans
and they are obliged only to look to" the society for money. A system of
land mortgage banks as ®security for 12 amount borrowed from the society
will help greatly in this direction. It may also enable the mambers to borrow
for short terin parposes whenever nscessary. The security must provide for a
maximam borrowing power within whic?f the whole transaction of tha individ gal
member should be confined. The society must possess sufficient borrowing
capacity 10 T8y off all outside debts of the members.
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Responsible Qeople such as Hpnorafy Assistant Registrars or oﬂibials of the
union should help in such redempt19n and in securing proper vouchers for pay-
ments to avoid fraudulent transactions and subsequent litigation.

CENTRAL BANKS,

Purely society representatives in Central Banks may not be able to
carry on the work of the Central Bank. They may not have the requisite capa-
city and mutual co-operation in conducting the business of the Bank with facility.
It may not induce confidence in the depositors. It may be desirable to reduce
the shares of the individuals' to 2 minimum of one share and allot the redeemed
individual shares to societies. At any rate, the individuals may not be compelled
to hold any shares at all.

I do not think that time has arrived for opening branches of a District Bank
or for forming banking unions federated to a District Bank.

Bank managers may be trained for a month in bigger Central Banks or in
the Madras Central Bank, so that Central Banks may have trained and efficient
hands for smoothly working the Bank. As it is, there is paucity of such trained
hands and rauch time is wasted in putting them in the proper way,

ORGANISATION,

N. Panchapakesayar (Tirukattupalli) :—In this district the work of
organising societies is done, both by the departmental officers and non-officials.
Of late the organisation reports pass through the Assistant Regtstrar to the
District Banking Union and when the District Bank sets its seal of approval,
the society is registered. We bave not bad cases of friction between the Dis-
trict Bank and the Government. *

In the Central Bank directorate. the Union representative is there to supply
the information about the locality. It stands to reason that the F inancing Bank
should be consulted before the registration is done, lest it should turn up against
the society and refuse the First Loan application. The proper authority to give
the correct information about the locality where a society is to be started, is the
local union without consulting which no registration or a new society should be
done.

There is some force in the argument that the union has not the necessary
qualification to take an impartial view of a locality without prejudices and bias,
The question of educating the non-officials to be made into Raffeisans must be
dealt in a comprehensive manner and should be taken up at once. But the ex-
pansion of the movement should not wait for finding Raffeisans because they are
borh few and far-between ; but they can be manufactured in large numbers,

LOANS.

During the General body meeting of the society in the month of June the
requirements of the members for the year should be collected and pooled toge-
tber. This loan application with a statement that such and such amounts will
be required in such and such months must go throggh the union finally to the
District Bank. If the loan is sanctioned the society must execute a bond for
the whole amonnt and operate upon the loan account ag occasion may demand
A member who does not give or send the information before the meeting of the.
General body will be at a disadvantage and let him learn a lesson,

" The crop loan is surely very useful pgovided a commonplace or godown is
is constructed to store the grain. There should'be a place there to dry the crop )

6 (a)
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and any transaction that pertains to the selling of crop must bear the mark of
honesty.  Some good societies may be chosen in a district and the system given
an honest trial. It has enormous potentiality to increase the economic condition
of the ryot, and it deserves a trial. The District Bank must supply the neces-
sary funds for a very long period, say 17 years, for building the godown.

OWNED CAPITAL.

The primary societies do not enforce bye-law No. 4 sy fliciently. Before this
is done, the question need not bg considered. Any member who does not pay
annual share capital must have his name removed. ~The dividends on the share
capital must go to swell his share capital. The members who go in for the
maximum borrowing must pay all the share calls,

LOAN PURPOSE, .

It is true that loans are disbursed without any reference to the purpose and
repaying capacity of the borrower. It is so because the panchayats have yet to
learn the rudimentary principles of co-operation. The District Bank is slow to
trust its money with the society for more than 2 years. The member knows and
the panchayats have realised, that unlpss a wronyg purpose is given he could not

[ have not heard of action under byelaw 41 for misapplicaticn of

have a loan. 1 . . . L
The remedy is education and effective supervision by the local

loan amount.

union.
CLERICAL SERVICE,

The question of getting clerical service in primary societies is a vexed
question. At present the union supervisor does most of the wqu and neither
the department nor the pon-oﬂxcxals have. foux_ul a way out of it. Where the
work is done catisfactorily, some honorarium is paid. ata varying rate. It is
more easily said than done that men should take an active interest in the work
of the society as a labogxr of love. The pr_mcxple of paying honor_arrum to Fhe
cecretary must be recognised and a convention established on a umform sh.dmg
scale consistant with the transaction and quantity of the work ina society.
\Vhere the work requires the appomtment_gf a paid clerk, the quahﬁcat_non'of Fhe
clerk and the minimum pay must be specitied. I would suggest the institution
of a common examination to enable the co-operators to choose from the passed

Jdidates. If one society is not able to maintain a clerk, a number of societies
f;u;lose proximity, where such facilities exist may be grouped together'to engage

a common clerk.
INDIVIDUALS IN CENTRAL BANKS,.

In the initial stage of a District Bank the share capital of individuals is found

ary and when the District Bank has come ‘to stay with a number of affi-
mecesg-“%'eties‘ a contlict arises between the individuals and the society represen-
hated s(_)ci) cause they are actuated by opposing interests. It may not appear
tatives ; kfz k .{he ladder down, that gave one a lift.  The model bye-law must
moral tod 1;: fixing the minimum of share which an individual can take in the
be ‘a'?‘et"ufmk or there must be a provision in the bye-law to pay off the indivi-
c%i:;;;‘cwhen the society members have joined in large numbers and have subscri-

bed enough of share capital.
LAND MORTGAGLE BANKS.

A member of the primary society must send in his aPD)iCatiOp theough the
society to the Land Mortgage Bank situated ina central place in the Drsteias
The qualifications of the member seeking the loan and the natcre of the cesn
otfered must be reported in detail. There must be a separate appraiser Secuity
to the Land Mortgage Bank who should visit the locality and. condus hed
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examination. The money is to be disbursed direct and the primary society that
committed itsell by recommendation must be utilised for watching the borrower
and collecting the instalment. In short the Primary society is to connect the
borrower with the Bank.

The Government must be approachzd to countersign the debentures to be
issued by the Land Mortgage Bank. This is possible, if the Government likes it
to get the whole amou t of Teachers’ provident fund in aided schools into thé
proposed Land Mortgage Bank. The money must reach the ryot at a low
rate of interest, say 6 per cent, and it must remain with him fora long period of

at least 15 years.
PRIMARY SOCIETIES

The President, Sl_lperviling_ Union, Milattur: —The organization of
a society does not stop with mere writing of a starting report. lIts life hangs on
the continuous education and training of the society by incessant visits, Hence
only those who h.ave got the time and the opportunity to undertake the future
processes of continuous education should organize societies, In this matter the
men who can understand the difficulties of the members and infuse a steady
enthusiasm are those who have themselves experienced the difficolties of the
ryots and who can therefore fixscover the remedies for their redress. They can
be only non-officials. The right type of men should be selected,

If we want to reform the way in which the society should be made to
function for the .whole villaag. iF is. necessary that we must understand how S0
many ancient civic and socxg! mstitutions  have been able to bind the village
together and interest all the citizens in the common work. While there is need
for only one rural department which will serve all the interests of the villagers,
it is unfortunate that rural developments should be retarded by too many advisers
of too many departments. There should. be one common Mahasabha for the
village to serve all the interests, economic, educational. policing, atc.

Tn regard to short term loans on the pledge of crops, the first requisite isable
and honest Panchayet. Loans should Ybe given on a careful scrutiny of the
repaying capacity of the member.  \WVhere the repaying capacity is less, the
society should find out which other employments can  be introduced which will
be remuuerative to the members. It is necessary that the irrigation channels in
villages should be well repaired. Then only the agriculturists will be able to
repay the loans without any difficulty. [t is the duty of the Panchayatdars to
work without any remuneration for the public good.

As far as I am aware, then? are not more than one or two who are interested
in the organization of co-operative credit societies. In some villages there is not
evenone. The Panchayatdax_'s_ have not realized their resp-nsibilitd oon
as a society is started, the ability of the Panchayat of that s
be understood, and they should be given training either m
their capacity. This training should take the form of
official co-operators, who are engaged actively in the w
tion and visits to other well conducted Primary societi

\.

PRIMARY SOCIETIES, '

P. K. Anantha_naruynna Iyengar Pannimadai §‘~—-The experienced/
co-operators of a locality should always be consulted by the inxpectors who sﬁa}t

the societies. N %
A Credit Society is not able to function for the whole Nge,"ﬁeca&ie of they
existence of many castes. Hence the Panchayet should be représentative of 3

.
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communities, and the President and the Secretary should be !
e
respected by all communities in the village. People who are
The societies can function well if a forecast of short te i
' rm loan r
1s sent to the Central Bank. caiirements
Thq owned capital of the societies can be increased by tapping deposits
from their localities ; but the Department should permit payment of a higher
rate of interest for the same.

R

S. T. Venkatachala Iyengar (Sulur) : —When a society is started the
people in the whole village should be consulted. At the time of startingit is
better the Department take with them one or two members of the Governing
Body of the Union who live near that society.

It is possible to give loans on the pledge of the produce of a member. A
member of the Panchayat should be appointed as a Commissioner for estimating
the prices of the produce. On such estimates 50 per cent may be given as a loan.
It may also be possible undertake sale of produce to if the Panchayat member can
be deputed for the work of collecting of good grains during the times of harvest.

Members should be asked to deposit Re. 1 forgeach share taken by them.
This should be a non-returnable deposit. This is a method of increasing the owned
capital of societies.

o e————

EXTRACTS FROM THE BY.LAWS OF THE JHANG LAN
MORTGAGE BANK, PUNJAB. :

OBJECTS.

2. TIts objects are to promote the economic interest of its members and
more particularly to arrange for the creation of funds to be lent to its members

on subsequent mortgage security for:

The redemption of mortgage,

The improvements of land and methods of cultivation,
The liquidation of old debts,

The purchase of land,
Any other measure designed to encourage in the members the

spirit and practice of thrift, mutual belp and self-help.

LN

3. The area of operation will be the whole of

2. (2) Every member of the Bank must be:
1. A person owning agricultural or forest land in
the District,
2, Of good moral character,
3. Of not less than 18 years of age except in the case of minor
heir of a deceased member
or
4. An official nominated by Government or the Registrar as ap
Office-holder in the Bank.

7. The membership shall be terminated by :

(6) Explusion by a two-thirds majority of a meeting at which not
than half the members are present and vote. ot less
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{9) Every member shall nominate a person to whom on his death his
shares or interest shall be transferred and attest the nomination by
marking his signature or thumb mark in the register of members.

. The nominee if not admitted to membership shall within 6 months
be paid the value of the share or interest less any sum due from
the deceased member to the Bank.

10. A member shall not transfer any share held by him except to an exist-
ing shareholder or to any other person qualified under by-law 4 and approved by
the Managing Committee for this purpose. Such transfer shall be subject to
the confirmation of a general meeting.

11. A person whose membership is terminated under by-law 7 (3) shall be
paid the value of his shares within 6 months,

12. A person whose membership is terminated under by-law 7 (2) (4) (5) (6)
shall be entitled to receive the value of his share less any sum due from him on
the expiry of 2 years from the termination of membership.

13. The value of the transferred shares shall in no case be more than the
sum received by the Bank in payment thereof.

14. A member may be’expelled for :

(1) failure to pay the share money or debts due from him to the Bank,

(2 Conviction of a ctiminal offence involving dishonesty or resulting in

bis imprisonment for three months,
(3) Bankruptcy or application for Bankruptcy,
(4) Any action which may be held by the Managing Committee of a
General Meeting to be dishonest or contrary to the stated objects
of the Bank or to the interest of co-operation, such as misapplying
a loan, incurring serious outside liability without the Bank's know-
ledge or permission or refusing to give information as to his debts.
LIABILITY.
16. Members (except Official members) are liable without limit to contri-
bute to any deficiency in the assets of the Bank on liquidation.

CAPITAL.
17. The capital shall be composed of :
(1) Shares of the value of Rs. 10 each.
(2) Debentures issued by the Bank.
(3) Deposits from members.
(4) Deposits and loans from non-members.
(5) Realised profits.
The acceptance for deposits and loans from non-members shall be subject
to any restrictions which the Registrar may impose.
SHARES,
18. Every member must hold one share for every five hundred rupees o
fraction of five hundred rupees which he borrows or applies to borrow for th

gociety subject to by-law 20. .
7
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19. Persons applying to become member:s must tender the value of their
shares with applications.

20. No member shall hold shares whose nominal value exceeds Rupees
one thousand for one-fifth of the total share capital actually subscribed. If any
member by inheritance or otherwise become possessed of more than the maxinuinl
holding permitted by this rule, the Managing Committee shall have power to sell
the excess number or to buy them on behalf of the Bank and to hold the proceeds
at his dieposal.

GENERAL MEETINGS.

22.  The supreme authority shall be vested in the General Meeting which
<hall be held at the time of annual audit or as soon after as may be found practi-
cable and at the other times summoned by the Registrar or the President or by
the Committee of their own motion and at the written request of not less than
10 members.

MANAGING COMMITTEE.

27 The Managing Conumittee shall consist of at least 12 members of the
Bank over the age of 21, including and President one or more Vice-Presidents.
The me nber shall be electe | for one year and shall be elicible for re-election.

30. The Committee shall exercise all the powers of the Bank except those
reserved for the general meeting subject to any fegulation or restricnons duly
Jaid down by the Bank ina general meeting or in the by-laws.

EXECUTIVE COMMITTELE,

. 32, An executive committee shall be formed by the Managing Committee
from itself.
1. It shall consist of at least 3 members and the majori'y shall prevail.
2. The election shall be nade for one year.

33, Committee members and the members of the Iixecutive Committet

shall receive no remuneration but they may be allowed such travelling expense!
as may be fixed by the General Meeting.

SECRETARY.
34, The committee shall appoint a Secretary, who, if he is not a membe

of the committee, may receive pay or an honorariuin with the sanction ©
General Meeting.

LOANS AND REPAYMENTS.

39. Any member desiring to borrow from the Bank m.st give notice to th
Secretary and at the same time pav in full the number of shares prescribed b

by-law 18. The applications shall then be entzred in tie reister of appheatiof
- - ~ Rt R .
in the order of receipts.

40. The maximum loan granted shall in no case exceed 15 tunes the es!
mated annual net profits (after deducting land revenue) of

. the land
mortgaged as security.
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41. Every loan shall be secured by 2 mortgaged deed in the form prescribed
in clause 1 (b) section 6 of the Land Alievation Act, that 1s to say, a mortgage
without possession subject to the condition that if the mortgager fails to paya prin-
cipal and interest according to this contract the Bank may apply to the Deputy
Commissioner to place it in possession for such term not exceeding 20 years as
the Deputy Commissioner may consider to be equitable. All bonds shall be duly
registered under the Registration Act,

42. In exercising its discretion the committee may require an applicant for
a loan to mortgage all his immovable property as additional security or togive two
persenal reliable sureties. '

43. No loans shall be granted for a period exceeding 20 years.

44, Applications for loans shall ordinarily be dealt within the order in which
they are entered in the register of applications prescribed in by-law 36 (11) pro-
vided that priority may in special cases be given to loans for redemption of land,
where such redemption promises to be unusually profitable.

45. The loans to be made for the improvement of land will be made by
instalments which will be fixed by the committee for every such loan.

46. The Bank has authority to call in loans at six months’ notice.

(1) If the mortgaged estate becomes subject to forced administration or
foced sale.

(b) If the estate is in danger or being swept away by river or flood.

(¢) If the borrower acts as described in rule 14,

(d) the Bank may require a suitable partial repayment of the debt if the
mortgaged estate becomes depreciated in value.

47. The borrower shall always be at liberty to repay to the bank whole
or part of the Capital sum borrowed in advance of the instalipents fixed provided
he pays interest for 6 months on all bonds for which in consequence of his action
notice of redemption has to be given.

48. Loans shall be given for a specific purpose and shall be applied solely
to that purpose. If a loan is not so applied, it shall be immediately recalled in
its entirety by the Committee.

49. The rate of interest on loans shall be 8 per cent per annum.

ISSUE OF BONDS AND THEIR REDEMPTION,

50. The bank may issue debentures for sums of Rs. 1000, 500, 250, 100,
and 50 ard if necessary for varying pzriods. The Bank shall receive the right
to call in any debenture at any time by repaying the value of debenture for which
was it issued together with all interest due thereon to the date of redemption.
Such debentures shall bear interest not exceeding 6 per cent per annum.,

51. The total amount of debenture actually in circulation must at no
time exceed the total amount of assets secured by mortgage belonging to the
Bank.

52, Debentures which by reason of damage sustained have become unfit for
circulation provided however that the essential marks of genuineness and identity
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are still recognisable, especially the number, the amoun i
0 ' t. the rate of
th.e date and the signature of the anthorised executing officer of the 2;0::;:::
will be replaced at the request of the holder on giving up the damaged or defaced
debenture. Other debentures shall also be issued to replace completely destroyed
debentures when in the opinion of the committee the fact of des ion i
t
with any doubt or uncertainty. . ruction is proved
When such proof is not produced or when in case of damage the essential
marks on the debenture are no longer recognisable as well in all cases in which
the debenture bas been stolen from the owner or has been in other ways mislaid
a pew debenture will only be issued at the ccst of the owner when the missing
debenture has been previously advertised for by the latter and i
it
s ?nulhty legally
The re-issue shall always be made for the same am
al ount u
pumber with the addition of the word (renewed) against the re-in?:::s:‘::e::l::
the cost of the stamp and other cash expenses. -
53. The debenture shall be signed and executed by the president and t
committee members who will be nominated in the General meeting anctwe
The Bank shall have a special seal to be used -for th '
- ose d i
shall remain in safe custody with the president of the Committe‘:bmmmc nd ¥
54. Notice of redemption of debentures may en no a e o
; ccount
partof the holder thereof put may be given by the bank when ,equil::dﬂzenr:n.;::
in the by-laws. The period of such notice shall not be less than three ;onvt;m
§5. The debentures of v.vhich notice of redemption has been gi h
bolders of the bank ml.)st be gl.ven up on the expiry of the tarm and ?fvtebn :loebten.;
turesare not handed in ;:tt:nf one month after they fall due the bold:r shall
bave no claims ueon the bank for interest accruing after the expiry of the term.

BUSINESS.

The bank is authorised to maks goed its claims against ;
: . agamnst ;
on by attachment either of their real estate or their mo:ab;t:p:gbers at its
57. In case the committee and General Meeting decide upon th ty. '
of ope or more classes 'of d.ebentures to another rate of interest, the © conversion
right to give 6 months  notice to the holders of the d°benturgs' o committee has
on. affected by such
58. In case a borrower has buildings mortga
. ged to th .
it for its full value against fire and keep it insured until the ec:ank] be shall insute
of the loan. mpiete repayment
$9. The borrower shall pay:—
(1) the expenses incurred for the valuati
on of .
ghall undertake on his behalf, of the land which the bank
(2) The expenses incurred in gettin
g the land
in the case this is undertaken by the bank. and redeemed from the mortgage
(3) All other expenses especially incurred
. ) by t : : .
tbe borrower or with claimants contesting his rightytoh;u:)a:i‘:h‘:h d;:l“l!‘& e
e bank.

opti
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60. The Committee may make it a condition of any loan f
or the pu
redeeming mortgage or old debt that the borrower shall use such <ee:s I’Ii):):el:
ments and methods of cultivation as the committee on the advice of agr'i'cultpr 1
department shall prescribe. ura
61. The acquirer of a mortgaged estate is bound in order to avoid penalties
under section (46) to enter at once into an agreement duly registered that he takes
over the present responsibility of the debt.
EMPLOYMENT OF FUNDS.
62. The funds of the bank may be devoted to*the promotion of the stated
objects of the Bank and to the purposes set forth in by-laws 64 and 66.
63. Loansshall not be made to any person other than a member of full
They may be granted generally for the following purposes.
(1) redemption of mortgages.
(2) Liquidation of old heavy debts.
(3) Purchase of agricultural implements of machinery.
(4) 1mprovement of land and sinking and repairing of wells,

(5) Purchase of land.
n no case shall a member have a right to a loan if the agricultural depart-

age

I
ment refuses t0 recommend the object. No loan shall be obtained for litigation
of any kind. -
Such contributions shall be made to the audit fund as may be fixed by the
Punjab Co-operative Union. .
PROFITS.
65. No profits shall ever be distributed. .

6. All profits shall be credited to an indivisible reserve fund which shall be
bank and maintained as security for the debenture holders.
DISPUTES.
isputes coucerning these by-laws on the business of the bank
rs or past members of the bank or persons claiming through them
ember or past member shall be veferred to the Registrar, as
Jes notified by the Local Government.
LIQUIDATION.
68, The bank shall be liquidated only by order of the Registrar under section

6
invested outside the

67, Anyd
between membe
or between a M
provided in the ru

39 of the Act- -

After discharging the liabilities of t'he bank and repgying share capital the
reserve fund may be applied to such object of local and public utility as may be
selected by the committee and approved b_Y the Registrar. If within three manths
of the dissolution of the bank, the Commlt’tee fails to select an object that is
approved by the Registrar, the la'tter shall ¢redit the balance of the reserve fund
to the Co-operative society to which the bank was affiliated or shall deposit the
amount in some co-operative or other bank until a new co-operative bank with a

cimilar area of operations is registered in which case it shall be credited to the

geserve fund of the new bank.
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LONG TERM CAPITAL FOR LAND MORTGAGE BANKS.

Mr. K. G. Sivaswamy : —The successofgthese banks depends on their

power in raising sufficient long term deposits to be issued as loans. Even in
advanced countries no bank at the start is expected to raise capital of its own for
issuing long term loans. In Canada many of the Provinc:s have established
Government Loan Boards and these supply the necessary capital from the
Treasury for the necessary help to the farmers. The loans issued on the mortgages
are sold by these boards themselves. This is practically direct help from the
State. The Federal Farm Loan Act of America, 1916 is intended to strengthen
Farmers’ Associations with State help. At the top is the Federal Farm Loan
Board consisting of the Secretary of the Treasury as Chairmian and other 4
members nominated by the President of the U. S. A. There are 12 land Banks
operating throughout the State under the management of 5 Directors appointed by
the Loan Board. The Secretary of the Treasury is authorised to make deposits
in these Banks till they themselves own 50 million dollars. The Banks began
with 7°5 lakhs share capital. The Farmers' loan Associations subscribe to the
share capital in the Federal Banks. These consist of ten or more farmers and the
association is empowered to send a loan application to an amount which should
be not less than 20,000 dollars. “ The Association is the co-operative agency
through which loans are-initiated, the application of their proceeds is supervised,
collections are made and local interests of borowers are reserved.”’ Each member
sho.ld subscribe for 5 per cent of his loan as share capital. The value of a
single share is 5 dollars. The Federal Banks issue lands'equal to the value of
the mortgages held on the approval of the Federal Farm loan Board.

The main point to be noted about the Federal Farm Loan Act is that the
loans are given to twenty times the share capital subscribed by a member and
that the Government have invested about 113 million dollars in the Banks either
as bonds or as deposits, the ideal being to retire the same when the owned capital
of the Associations increase in the Banks.

State aid may take the following three forms, {a) Loans to the Banks {+) pur-
chase of debenture stock () guaranteeing the debenture bonds issued by the Banks
The tirst method will not make the Banks self-reliant enough to command public.
contidence. The second method is useful in supplying a certain amount of finance
for conducting the Banks in the initial stages, but loans sufficient in bulk must
have been given which will permit of the issue of debenture bonds on the
mortgaged property. This means that Government should buy 80 per cent of the
bonds. There is no meanine in asking Land Banks to 1ssue loan bonig

immediately after their starting, if most of the purchase of their bonds is to come
from the Government.

And this method will not familiarise the public in this new m
mortgage bonds as a safe investinent, if Government were to m
purchase. The best possible plan for the Government will be to issue loans |
the beginning for a year cr two till the Bank has settled itself a 7 sin

: : , . nd is telt as one
of the vital functioneering awencies for rury] credit needs, and then to permit
' mi

arke: of
ake most of the
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them to issue bonds equal in amount to the mortgages held on the guarantee of
the State. With the increasing purchase of bonds by the public, the Government
loans may be paid off.

If it is expected that by the purchase of bonds by the Government the
management of the land banks will be furthgred, then the Government purchase
must produee a miraculous effect on the public to ma}ke a run on these .Banks for
the investment of their deposits. And what chance 1§ there for the retirement of
the Government bond stock by the bank ? Tbe.pubhc may say that the Goytetn-
ment can risk as the biggest land owner but it is not for them tQ df’ so. Neither
pegnission  to issue bonds on State guarantee from the b'egmnmg solves the
question of finding the needed capital sufﬁc.ient enough to issue ' first loans on
mortgage security. The share capital paid will bg too poor for the issue of loans.
If the Government suppose that they can put into operation Lan.d Banlfs Py
promising an equal amount of loans to the erosxts attracted, it errs in its
expectation that the rural side will raise deposus‘ of long terms §pec1ally when
the Bank has not even commenced its op.efa.tlon. The public should be
familiarised with the new market and tl'le initial loa.nsj must come from tl‘xe
Government till this is done. After the issuc of sufficient loans whxc.h will

ularise the Bank in the eves of the borrowers, the BaAnk may be permitted to
‘pop debenture bonds under State supervision and guidance and under State
- n(:ee With the increasing confidence of the public and the gradual training
Z'f“::::; Mz;.nagemeuts in the conduct of these Banks, the. initial loax?s of the
Government may be withJrawn. \Wuen the Bank has built up sufficient share

:tal and reserve, even State guarantee for the debenture bonds may be
Ca';t);ldra.wn. The fact has to be remembered that no Bank will become fcll-
Xeldged by registration, but it becomes so by growth.

‘In support of the view propounded let me quote paras 39&40 of the Report
of the Committee on Agricultaral Credit appointed by the Government of England

last year. (cmd. 1810 of parliament, 1923) |

’ * We recommend that at the outset the capital should be issut.ad to the socie-
ty or societies by the Public Works Loan Board and 'tha.t the issue of State
guaranteed Debentures should be made when a sufficiently large numb.er has
been lent to any individual society from this source. ‘Ne lfega.rd' as es;sentnal to
the successful issue of any stock that it shonld be of sufficient dimensions to Tbe
handled economically and to enable a market in the stoc.k to be created. ‘ Nat

lv is the expense of handling a small issue much heavier than a large 155L.1e,
;itythe status of the stock on the market will depend to a large extent on its

bulk.“ We are satisfied that the method by which the State first lends the money

d subsequently replaces the money by a Stata guar;mtgei issue of Debentures
o ferable to a State Loan for the whole period. It will accustom the market
v p:’t e:pe of security aud encourage the society or societies to make further
::s\tleésat a later date without the guarantee of the State, should they desire to
extend their operations beyond the restricted group of purchasers to whom we
baye referred.”
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ISSUE OF DEBENTURES ON PRESENT MORTGAGE BONDS,
(Schema formulated by the Department sn June 1920

) Tbe primary societies on unlimited liability basis transfer in favour of the
district or central banks the mortgage bonds of immovable property obtained from
l'he members. The district or central banks have such bonds as collateral secy-
rity for the loan given by them to the primary societies. The district or the
central banks again transfer such bonds in favour of the Madras Central Urban
Bank and execute a pro-note for the sum to be borrowed by the district bank in

fa"°“' of the provincial bank. The proviacial bank in turn transfers thess bonds
in favour of the trustee to be appointed with power to float debenture bonds on

the strength of the transferred mortgage bonds. The provincial bank executes a

bond in favour of the trustee for the $noney to be got from him by the issue of
debentures.

(2) The trustee issues debentures to the public for one-half/73 per cent of
the amount covered by the transferrad’mortgage boads.

(3) The debenture bonds are tenable for a period of 16 years, 20 years or
for an indefinite period as may b: thought fit subject to the payment of interest
at 6, 6} or 7 per cent whichever rate is likely to attract the capital wanted.

(4) Punctions of the Trustee.—He should get a transfer of all mortgages
from the provincial bank and the central bank supported by pro-notes fro:n the
district bank and the provincial bank and issue debentures on their security for
the amount required by the provincial bank. His duty is to recover interest and
principal payable on the mortgages assigned through of course the primary socie-
ties. In the event of litigation for the purpose of recovering the dues on any of
the mortgage bonds, the trustee’s-expenses in hitigation shall have to be borne by
the central bank and the provincial bank in equal shzres. Should funds be
necessary for carrying on the litigation, the advances will be made by the provin-
cial bank. The trustee’s other expenses in carrying out his duties such gg
establishment, coutingencies, etc., shall similarly be borne in equal proportion by
the district banks and the provincial bank. When the scheme gets developed
properly and the public confidence is secured, the place of the trustee in which it
is now proposed to put the Registrar of Co-operative Societies may be selected
by a body composed of representatives of debenture holders and representations
of borrowing banks.

(5) The principal and interest instalments payable on the mortgage bond
are collected by the primary societies and transmitted to the district banks wh:
remit it to the provincial bank which in turn sends it to the trustee. In case of
failuse, the mortgage bonds involved will be retransferred by the trustee to the
primary society or to the district bank concerned which will take action in law
courts. The expenses involved in such litigation will be paid by the trustee.

(6) Any mortgage bond completely paid up is returned by the trustee to
the primary societies on receipt of the sum involved. through the Provincial bank
In such cases, the trustee may, instead of the money collected, accept from tbc-
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primary socicties or district banks or provincial bank fresh mortgage bonds
provided that such mortgage bonds do not extend beyond the period for which
debentures have been floated.

(7) All the collections on account of the mortgage bonds under principal
or interest are held by the trustee with his banker. The trustee pays the interest
on the debentures and the balance is held as amortization fund or fund for the
extinction of the debentures and invested in such manner as may be found most
desirable or may be used for extinguishing debentures. The: debenture-holders
will be paid yearly interest by the trustee through the district banks selected by
the debenture-holders, The redemption fund is to be lodged in the bank selected
by the Registrar. For the present it is proposed to keep the provincial bank as

the banker of the trustee. .

(8) . N . . »
These rates may be varied if necessary by giving primary societies a slightly

higher rate of profit. As to the rate at which debentures cah be floated, it may
safely be suggested that 6% per cent will be a proper rate for the present Should
this rate fail to attract capital, we can go up to 7 per cent for a smaller amount
and then offer the lower rate of 6% per cent after the public confidence in the

scheme is secured.
(9) For the first series of debentures to be issued the time proposed to be

fixed is 16 years but when the scheme attracts capital and fresh debentures are
to be floated, no period need be fixed for the repayment of the amonnt inyolved
in the debentures as the debenture-holder can sell them in the market.

(10) The extinction of debentures, when it has to be made earlier than the
period fixed, can be dbne by casting lots and after the issue of three months’
notice. Such a step need be taken in cases of full payment made by members
of co-operative societies on account of mortgage bonds pledged to the trustee
provided the amount cannot be invested othérwise.

This debeature system is likely to work successfully in this Presidency as
the "greater amount of the land is held under ryotwari tenure with a saleable
occupancy or ownership right residing in the cultivator. The cultivators have a
right of mortgage and in fact all the long term loans to members of co-operative
societies are secured by mortgages of unencumbered immovable property.” This
schefne would be a desirable addition to the co-operative system in the Presidency ,

The trustee will look to the provincial bank for the due recovery of the
instalments of principal and interest. The provincial bank will look up to the
central banks for the discharge of the responsibility and the central banks will
keep up to the obligation even if primary societies at any time fail to be punctual
in the payment of the dues. To fix this responsibility and to ensure the metho-
dical working of the system, the floatation of debentures by each central bank
seems to be inadvisable. To avoid the possibility of keeping up a specified set of

mortgage bonds as basis qf,security for such series of debentures, debentures are
proposed to be floated on the strength of mortgages for the whole presidency with
the only condition to be observed by the trustee that debentures issued are
gupported by mortgage bonds to the value of 50 per cent, 75 per cent of the loan
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raised under this system, The “Aoating charge’ on these mortgages is held inlaw
ta be valid. The debenture-holders are given a floating security and it is within
the competence of primary societies to raise money under this system. The
Primary society can transfer the mortgages by registered documents to the
central bank after giving notice to the mortgager who however has no right to
object to the transfer. The old mortgages can be replaced with the trustee by
new mortgages as the debentures would be a floating charge and would not be

enforceable against redeemed mortgage,

Should the scheme be acceptable to Co-operators and the public bein a
position to appreciate the soundness of the schere, co-operators might approach
Government to legislate so as to enable the Madras Bank to advance against
such debentures and hereby to attract the required capital for the scheme. The
co-operators might also eventually address the High Court to permit trust funds
to be used in the purchase of debentures.

This scheme will virtually enable the co-operative movement to rajce enough
money to meet the wants of co-operators by utilizing the many lakhs of perfectly
good securities of co-operators of unlimited liability societies to a much larger
extent than is possible through the central banks whose basis of credit is small
and whose power of borrowing is limiied to eight times their paid-up share

capital.
Some of the objections that may be raised in connexion with the scheme

are noted below and answered ;—

(1) A higher rate offered for ‘' debentures’ might divert the existing
deposits at 6 per cent to the higher rate at the time gf renewal. This must be
faced and it is advantageous to do so as the financing banks need not keep any
large tluid resource for the sums covered by- t.he debentures. Short term deposits
will then be used for short term loans, a legitimate and safe user,

(2) Each district bank might get a series of debentures issued by the
trustee for the amount required by it with reference to the security offered by jy
instead of the provincial bank being a!lvowc'ed to deal with the whole. Now that
federation has been formed of the dlstnc.t ba.nks, the federation would be 3
proper institution to handle the scheme as it will get all the surplus of district
banks and will undertake to distribute the surplus .ro needy district banks, The
entire co-operative finance will get concentrated in the federation or the pro-
vincial bank. If the provincial bank is exclqded from the debenture scheme
conflicting interest will operate between the district banks and the provincia]
bank, the former may get money floated by dgbentures while the lagter has
surplus money. Moreover the fact that the pr.o.vmcml bank raises debentures on
its responsibility supported by collateral securities of mortraged bonds of primary
unlimited liability societies and by the bonds of district panks is hkely to secure

success for the proposed scheme, R
(3) Why should not the provincial bank itself be allowed 1o rajse
debentures ? Why should we havea trustee ? - .
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The provincial bank at present lends to district banks and raises money b
deposits. A trustee is a useful functionary to settle disputes between ch
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CONFLICT OF INTEREST BETWEEN DISTRICT AND
URBAN BANKS,
Mr. R, Srinivasaiyengar (Tirukoilur) It is true that ip some places
there is such a conflict, This is due generally to the following reasons which
make it possible for urban banks to get more local deposits than District banks.

1. The urban banks having come into existence long before the District
banks, have established a clientele who do not feel it Decessary to change their
business to the District bank.

2. The deposits of the urban banks are from people living around these
banks. They do not feel it convenient to change their business to the District
bank. For they could not go to the District bank without much waste of time
or money, while the urban banks are situate in their own business headquarters,

3. The directorate and Particularly the executive officers of the urban
banks being personally known to the depositors they command more confidence
than the directorate of the District bank who may* not be so welj known
throughout the District.

4, The urban banks offer slightly higher rates of interest than the District
bank.

To compensate these, however, the District bank possesses other adyan.
tages. They are, the exclusive privilege  to receive the deposits of Local bodies
and Abkari contractors, the supporr of the Provincial bank and 2 reputation for
greater stability based upon non-withdrawable shares,

Further, no urban bank can go on taking deposits to an extent more than their
actual requirements, For, any surplus they may have, will haye to be deposited
in the District bank at a lower rate of interest than what they have to pay to
their depositors.

This subject has been before the public for severa] years, at least from the
date of the Bankers’ Conference held on February 1919 The reason why these
urban banks are allowed to pay these higher rates ig that the urban banks are
not expected to depend on the District bank for their funds, They are expecteq
to attract their own deposits to 3 sufficient extent. Another and 2 more impor.
tant reason is that these urban banks have got to paya far higher rate gn their
borrowings from the District bank than that paid by them to thair depositarc
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Except in the case of urban banks situated in a place where there is also a
District bank, there is not much of real competition, for it may be observed that
these urban banks attract deposits from sources which are likely to be tapped by
the District bank. :

Practically, except in very rare cases, there is really no difficulty which
calls for immediate action. Special precaution may be taken in exceptional
cases where such are really needed. What these precautions are to be, cannot
be fixed by any hard and fast rule but may be settled according to circum-
stances.

Any step taken to reduce the rate of interest on deposits in urban banks,
to thcse obtaining in District banks will not only prevent depositg coming in al-
together but will spoil the development of banking babits among the people.

MEMBERS AND THE DIRECTORATE.

A careful consideration of the local jurisdiction and members'hip at the time
of registration coupled with a judicious selection of office bearers who will really
take interest in the work and attend to details at some personal sacrifice and
who possess sufficient local knowledge and influence must be sufficient to avoid

any difficulty in the actual working of the bank. .
For the methods proposed I bave my own objections which I shall try to
mention here. .

Different wards may be assigned to different directors taking into considera-
tion their means of knowledge and their connection with such wards. For, in
my opinion the creation of several executiye bodies is likely to promote conflict
of interests and consequent troubles.

Generally the directorate in urban banks consists of about nine members.
The average attendance will be, aven in a most satisfactory directorate, about
seven. If again another Council of Supervision over this is constituted, that will
be a very small body not likely to do more work than the directorate, and not
likely to possess more local knowledge either. I should consider a directorate of
seven to nine members from persons possessing local knowledge and influence
will be neither too large nor 'too small and will be quite capable to function for
both the governing bodies and the proposed Council of Supervision. Too many
controlling bodies are likely to create friction and disturb the smooth working
of the society.

In these days of the great uncertainty of trade and fluctuation of wealth it
does not seem quite possible or safe to assess the credit of any member for any
definite period by the appointment of volunteer committees for the same.

In the existing nature of the law of insolvency and its administration, and
in the uncertainty of title in the case of Hindus and Mahomedans, the question
really is how we are going to get on. This may seem pessimistic. But I have
my reasons and very powerful reasons which may better be left unsaid here,
For any voluntary committee to take this responsibility will be very unpleasant_
Their work will offend the really honest, and could be very easily made futile by

these of the opposite type.
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The only remedy I would suggest will be a careful scrutiny of the credit
of members at the time when every loan is sanctioned with a personal investiga-
tion by the Secretary or one of the Directors and a careful selection of proper
securities. It has also been necessary in my experience to keep a constant watch
over some members all through the course of their membership. But yet it has
pot bee possible to exclude them altogether from the Bank.

Every urban bank of decent standing which is working its own deposits
without porrowing from the District bank for a course of five or six years must
be invested with powers to receive not 9nly fixed, recurring and current deposits
but also to receive savings bank dep951ts under the lines now obtaining in some
select urban socigties. The rate of‘ interest on‘ depos}ts must not be made too
low, but must be sufficiently attraf:txve. ‘In. saying this 1 am conscious that it is
dangerous to fix the rates very hxg}x for it is absolutely m':cessary to build up a
strong reserve fund. The stémpmg 'of cheques foF withdrawal of current
accounts must be doneaway mtl?, for in gctual experience a number of current
accounts had to be closed wheg this exemptnon frqm stamp duty was withdrawn,
All these require that a sufﬁ_cxent quantity of'ﬂuld resource is to be maintained,
Suitable precaution will have tP be taken for its safe cu_stod;_r. The.se are some
of the important methods in which the people may be trained in banking habits,

The system of allowing cash credit or overdraft to select members up to a
imited amount and the advance of _money on the security of agricultural and
.lml 1 products with the condition that in all cases the money should be
mdustrﬂ:edpto the current account and withdrawn in small amount as they are
. -4 may be very good ways of training people, but I think it rather too
refluu‘f 1 co-operative banks to take to these ways which are very often subject
::r::ri:‘zs .ls and difficulties. But these methods are satisfactorily being used

by joint stock banks-

transfer

LOANS.

It ie generally" the practice of mefnbers when the.y ask for a loan to try to
riod of repayment at the maximum allowed irrespective of the purpose
fix the pe or the capacity to repay. Very often more money than is required is
of the loan Though this is more true with rural societies, yet it is not unfrequent
?)orrowedimnks' No one is therefore tempted to go in for short term loans. The
in urban It is that money gets locked up, and therefore the turnover is not at
na.tura! r%‘;;ut all this can be very easily avoided if the directors or those
all raplfl- ke care to find out before the loan is sanctioned,the purpose for which
responslb‘!eta uired, the capacity for its repayment and its source, the actual
the loan 18 re‘i really needed, and then fix the period and instalments of repay- -
amount that l:a.n banks it is generally possible and even necessary to see that
ment. In ‘;' ns are paid up every month. This is generally possible in urban
interest on oanevel' made obligatory, it does not at all work as a hardship on
areas and whe The next point is that all persons who carry on trade or indus-
the borrowers. bat bavea monthly income should be made to pay a certain sum
tries o:ls ﬂ:;:cp:incipal every month, however small that may be. This must alsq
towar
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be tixed beforehand. If these principles are accepted and acted upon, it is found
that at least one-fifteenth of the whole outstanding amount on loans, is repaid
every month. This must certainly be accepted to be a sufficiently rapid turmover.
This further makes it possible to have sufficient money on hand every month to
meet the urgent needsof the members, be they for long term or short term
purposes. *
STAFF

The remarks regarding under-payment of staff are also true to a certain
extent. This is due to various causes. The common reason is that when once
societies are started, there is not sufficient money in the shape of profits to pay
an e Ticient staff. Generally honorary work is offered and in the initial stages
the desire to show a good profit and pay a maximum dividend prevents any
expenditure on the establishment. Itis certainly necessary to show some profit
and pay the maximum dividend in urban banks. Otherwise we cannot get the
public contidence so essentail for attracting deposits. Itis only after the volume
of the work has increased the trouble about establishment begins. The direc-
torate is not willing to give up their old establishment even though they are
not efficient, and deserve not better pay or are not willing to pay them more
even if they are efficient, for they think their work deserves no more.

It has also to be added that the honorary work of the Secretary and the
directorate which generally goes far in the beginning is being gradually with-
drawn as matters get into routine. It is therefore necessary to see that every
urban bank which has reached a certain stage, say has not less than Rs. 50,000
of working capital, keeps an efficient and full timed staff and necessarily con-
tented. The question has often been asked how much could be spent on estab-
lishment and contingencies. A careful consideration leads me to think that in
an average urban bank one per cent of the total working capital may be spent
on establishment and contingencies. But it must be understc?od .th:ft this not a
fixed proportion. It will vary agcording to thg size of the institutions and the
local conditions. A slightly higher proportion may have to l?e spent in the
beginning and a slightly smaller one if the bank has grown considerably. But
I am confident this is a safe guide.

But I cannot close this without adding that it is the policy of the official
and non-official co-operators that the movement must exist and improve more
upon honorary work than on paid agencies. i‘his must be contined to the higher
officers, but the staff must always be well paid if the work should be efficient.

Rao Bahadur A Vedachala Iyer: —Tue conflict in the obtainment
of deposits may happen in a few cases owing to competition in regard to rate of
interest, but the banking habit of the people has not yet been secured sufficiently
and we must use all institutions to do this wark, till the people get accustomed to
deposit their savings in the banks. It is then that we can standardise the rate
of interest to be offered for deposits by co-operative banks.
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As regards decentralisation, I would suggest the starting of small societies
in the town at the instance of the urban banks and to be financed by it leaving
the smaller institution a margin. It can lend to such societiesat 8} per cent
when it borrows at 8 per cent from the Central Bank.

Propaganda work, and allowing depositors the privilege of borrowing up to
80 per cent of their deposits to be repaid in instalments many increase deposits.
The absence of this provision retards depositors from giving their money freely.
The loans in such cases can be given at ¥ or ¥ per cent more than the rate at
which the particular deposit was obtained.

Urban Banks in this presidency have not begun to finance trades or traders,

Hence short term loans are ot increasing. The urban banks now cater for

wage earners and professional men other than traders. The margin of profit is
small and this retards the maintenance of a competent staff.

Mr. S. G. Rangachariar.—The Directors of the Little Conjeevaram
Urban Bank who number 15, are at present elected once in two years by the
general body which consists of upwards of 1200 members. Till recently the
number of shareholders was much less and competition for Directorship was
also not keen and so the election business was not very difficult to conduct. But
times are changing and it is found desirable to adopt measures not only to make
the election an easy and pleasant function but also to see that all the localities
are sufficiently and properly represented on the Board of Management. For this
purpose we propose to divide our area into half a dozen wards or so, and allow
one'or two or even three directors to each ward according to its importance to be
elected by the shareholders residing in that ward.

To split up our bank into two or more societies will no doubt make the
connection between the members and the Directorate nearer and more convenient.
But this method has its own disadvantages such as the following :—

(«) To maintain a decently paid and efficient staff will entaila heavy cost
on each of such small societies which it can ill afford. An efficient manager
with a proper staff may be expected to manage a big society more honestly and
satisfactorily thana large number of ill-paid and incapable hands distributed
among several small societies.

() There is greater temptation for fraud and malpractices ina small
sociaty practically managed by a single clerk,

(¢) In a compact area suchas ours, several persons reside in one street or
locality but carry on business and command credit in another and it will there-
fore be inconvenient to split this society into several small ones.

(d) One well conducted big society with a respectabie Directorate infuses
greater confidence and attracts more deposit than several small societies put

together can do.
We once thought of having an Advisory Board which was to be elected by
the general body and which in ita tura was to elect the Directors, but the pro.
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M appeared to be beset with difficulties besides being unnecessary and
u_nauxted to a place like this. The question of forming sub-committees for the
different localities may, however, be considered if the proposal sketched out in
para 1 above is actually tried and found wanting. No council of supervivion too
appears to be necessary at any rate for the present.

SHORT TERM LOANS.

Weaving is the occupation of a majority of our shareholders and it is by no
means a brisk one. The other classes of borrowers are petty tradesmen, brick-
layers, coolies, bandydrivers, shepherds, washermen, barbers, agriculturists,
Vaidike Brahmins etc. etc. and consequently short term loans repayable !n less
than a year do not find favour in this place. .

TRADE LOANS.
Mr. C. S, Srinivasachari, (The George Town Co-operative Credit
Society Ltd.)—The main difficulty in the path to the growth of small
Primary societies seems to be want of sufficient publicity and advertisement of
their benefits especially among the lower middle and lower classes of our City.
The chief business of small credit societies should be, as has been pointed out in
TAe Bombay Presidency Awnsual Keport of the working of co-operative societses
Jor 1921—22, short term loans for 3 months, 6 months and occasionally 9
months or a year to finance industry or craftsmen in the performance of their
business. Such loans for such definite industrial purposes are very little sought
after in our urban credit societies. Qur loans are generally for periods of 10
months and over, sometimes ranging to 2 years, and are relatively long term
loans mainly for domestic expenses and discharge of previous liahjlities. Our
general fault, I believe, is the grant of quite a disproportionate amount
of long term loans, and there must be a rise in the proportion of short
term loans. Serious attempts should be made also tc bring under the
influence of urban credit societies the labouring and artisan classes, of
which much the largest proportion in the city as well asin the chief
mofuss]l towns bhave after neatly two decades of co-operative education still to fa]]
back upon the usurious credit of money-lenders. As Mr. Rothfeld remarks, there
is " too much dependence on long-term loans and too small a proportion of short-
term-accommodation for business purposes” in our urban * societies’, One chijef
consequence of this disproportionate quantity of long-term loans is that the
turnover is in many cases not sufficiently rapid. Small credit sacieties are not
also attracting deposit in any appreciable degree at all. It s one of the duties of
urban banks to introduce to the public the meaning and value of deposit bankin
Another improvement which may be suggested is that such urban societ.g,
should not only be vertically connected with the district and provincia) bank -
they are now beginning to be, but also they should be laterally COnnect;d s'.as
otber banks of a similar kind in neighbouring areas ang even districts “Tl;:
offert of the management of every society should be towards the reduction of
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overdues to as low a minimum as possible —as overdues are the most serious
danger to co-operative banking. Quick turnover is regarded by Wolff and
other great co-operators as an equally necessary fa.cto.t for healthy g‘rowth.
The keeping up of a right ratio between the share-capital an.d loan caplta! of
redit societies is another question the solution of which may admit of

urban ¢ n y
a variety of opinion suited to the conditions of the localities of the societies.

MEMBERS AND THE DIRECTORATE.
. Sub-committees of different localities to sanction loans and ensure repay-
ments may be tried. A volunteer committee of a few, say, 5 members, may be
a.pp-ointed to check the register of members and assess and feport con{_identx.ally
about their credit. The danger to be avoided in the formation of a council of

. supervision is the clash between the two bodies.

. DEPOSITS.

" The increased attraction of deposits is a main desideratum. Advertisement
Byintelligent managers and house-to-house ca.nvassing a.n}gng those with spare sums
to invest, which are now being. invested with privatesindividuals for larger rates .of
interest, but in reality with far heavier risks, may be" usef u.lly e.mploged as in-
struments. But one caution of Wolff has got to, be kept in 1r'mnd— Tt'lere a.re
times when it is share-capital that tells. And those are pregisely thg times in
which it will be all-important to the bank that it should not lose its deposit
money. When all goes smoothly, in the piping times of peace ‘and plenty, _the
bank is likely to be judged rather by its management than by its §hare-cap1tal.
In times of crisis and disturbance on the other hand, pef)ple are likely to look
mainly to its capital for safeguard. Therefore so far a,s' it can be m_anaged, a

substantial share-capital will always be an advantage.. And deposits shoxfld
not be allowed to overshadow and dwarf the share-capital, though such contin-

gency is ratg in our land. |

With regard to the insufficiency and under payment of the clerical staff, the
chief needs to be satisfied seem to be a class of trained clerks, trained in co-
operation and banking and accounts from whom clerks and officials may be freely
recruited, and an assurance of rise of emoluments and permanence. Wi t.h regacd
to small societies, some of them in their initial stages have to work with half-

time employees.

URBAN BANKS.

By J. Krishnamurthi Rao, (Cuddapah):—1. At times there will
be competition for deposits and Urban Banks will be in a better position to offer
higher rates of interest to depositors, If some qualifications areintroduced for
the Directors, it will better safeguard the interests of the Bank,

(a) In the case of unwieldy Urban Banks, this is desirable. .

(b) This may be unworkable.
(c) There are councils of supervision in some Urban Banks. They w!ll be

useful if they work satisfactorily and withqut creating hitch,
8—(a)
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(1) A committee for assessing not only the register of members and their
credits, but also to inspect the registered properties ani note improvements or
depreciation in value will be useful,

3. The Urban Societies may usefully open provident fund deposits in
addition to the usual deposits, such as Fixed, Recurring, and Current Deposits.

URBAN BANKS.

Messrs Shiva Rao, Ananta Rao and Venugopal Rao.—Theore-
tically there does seem to be a conflict, but every institution may really be said
to get the deposit it deserves. The sphere from which deposits would go to Urban
Banks would always be more restricted than the sphere which the Central Banks
would:be able to command.

Urban Banks have a peculiar place to fill in the co-operative movement and
we are of opinion that they should not be made to lose their peculiar indwiduality,
o to say, by splitting them up into smaller independent societies. Councils of
supervision over the directorate may be tried. Small local advisory bodies to
keep directorate in touch with the members ofithe different localities may also be
tried with advantage.

Recurring deposits, ‘school fee' deposits and ‘home safe-box’ deposits may be
tried. Mere introduction. of rules is not enough. Propagandist effor:s to secure
more and more recurring, school fee and home safe-box deposits are necessary.
Duly constituted agents may actually be sent from door to door to induce mem-
bers to open current accounts and home safe-box deposits.

Mr. M. Krishnaswami Sastriar (Ranipet Town Bank):—The
jurisdiction of the Urban Bank being very limited, it is not necessary to
constitute other bodies to connect the Directorate and the members. It is not very
difficult for either the members or the Directors to meet one another as often as
possible in the Urban Bank area and interchange their thoughts.

LEGAL QUESTIONS RELATING TO URBAN BANKS.

Section 7 of the Act leaves the verdict of the Registrar as conclusive as

. regards the question whether a particu.la.r membgr is resident or not. In the
urban areas a large number .Of persons living outﬁx(’e the area, work for personal
qain within the area. For instance, a man residing at Arcot or \Vallajah is
employed as a public servant or trades as a merchant within Ranipet. The
jurisdiction of the Bank is not extended to Arcot or Wallajah. It is not very
difficult for the Directorate to understand theAe.\*act status of that man. [n such
a case why should he not be treated asa resident, by reason of his working for
gain within the RBank area? The Ci\{]l Procedure Code Section 20 Explanation |
allows such an interpretation. 1t is therefore necessary that the (nllowing

question be referred to the Conference,
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* Whether a person, who is a resident outside the Bank area but carries on
business or personally works for gain within the area cannot be held to be a
resident for purposes of Sec. 7 and the by-law relating thereto ? ’

Sections 12 and 14.—Rights and liabilities of members are not defined in
the Act.

Very often conflict arises as regards the interpretation of the words ‘rights
and privileges’ in regard to voting at the meeting and securing dividends. Some
are of opinion thata member who has defaulted in paying his share capital can-
not vote or take dividends. I think this will be against the policy of the Act
itself. A member, so long as somne money of his is in the Hank. is entitled to see
that the same is properly appropriated by the Bank, and as such he is interested
in seeing that proper directors are appointed. It, therefore, stands. tg reason that
so long as the defaulting member is kept on the rolls, I an.l of op!mon that heis
entitled to vote, as he has a right of interest the moment he is admitted.

As regards privileges, the by-laws provide that’a defaulting member cannot
be given further loans, cannot apply for postponemgnt of loans, and so forth., So
these may be regarded as privileges ! Under the cnr.cumstances I may request
you to take the sense of the Conference in defining the terms = rights and
privileges " appearing in the bye-laws.

Gection 20. Appropriation of shares.—The Society has got a right of

riation of shares or any money standing to the credit of a member
approp the dues payable by him. In certain cases a member’s dues are much
a'ga.msttha.n his share capital. Is the Society precluded from adjusting the share
hlg}?erl towards the dues and realize the balance by arbitration or otherwise?
carte ch an adjustment be called * withdrawal”.so as to affect the provisions of
Canbsu law pertaining thereto ? It is not equitable to recover decrees for the
(ti}:JZs iygenoring the share capital. Much less it is to arrest a man for the decreed

movnt, when he bas something to his credit in the Bank.
a )

I am of opinion that when there are dues by a membert and if the directors
ink it necessary to take action, the amounts due to him by way of share
thm- 11 therwise will have to be adjusted and for the balance alone steps
ca.plta > (t)o be taken. The Society will not be at a disadvantage in adopting
m.ll havee By removing the defaulter from the rolls, we create scope for fresh
this -co}lrss.and see that the share capital is kept up. There is no good in keep-
?dmxssloﬂ limbs. To have defaulting members on the rolls is no healthy sign
ing rotte eri;y of the Bank. Such an adjustment cannot be called “with-
for the”PI’C;thhe case of an adjustment, the right is vested in the society and the
drawal< . fected without the voluntary act of the member. In the case of
sa.me = e] ethe member can claim it subject to rules, as the same depends upon
}:Yntijiiv:;’ Hence these two words cannot become synonymous. This point
is - ,

will have to be made clear. - |
By-law No, 44 relating to Borrowing :—It is also worth noticing that in

the case of borrowings of a member, the said byelaw says that 90 per cent
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ay be advanced on the security of deposits irrespective of the capacity of a
y him. A question arises for consider-

m
borrower with reference to shares taken b
ation whether he cannot also borrow on 3 j

affirmative with 3 v
twofold advantages,
of borrowing on the

may provoke some discussron in the Conference in view of a decision being arrived

at.

DEPOSITS.

Mr. V. Krishnasamy Aiyar, (Chittoor Town Bank)—There is really no
ompetition between Central and Urban Banks. The needs of the Central Bank
are great and the resources equally strong and manifold whereas the needs of

an Urban Bank are limited and their resources are also scanty and limited, '
Urban Banks must be allowed full freedom to take deposits at even somewhat
higher rate than that allowed in the Central Banks." For, Urban Baukscannot

take in big deposits such as find place in a Central Bank; and the extent to
which Urban Banks draw deposits, the Central Banks will to that extent be able
to finance rural societies more fully and to a greater number.

For connecting the large membership in ag Urban Bank with its directorate,
care must be taken to see that the Directors elected are from different parts
of the locality and the members admitted are persons well known to one or more
of the Directors.

There must be sufficient propaganda work in the different parts of an urban
area setting forth the advantages of placing their savings in the Bank under
fixed, savings, recurring and current deposits.

It goes without saying that big business must imply an efficient, honest and
contented office establishment and it is equally true that there is not efficient or
well paid staff in several urban banky There must be an uniform standard or
scale of establishment fixed having regard to the magnitude of each particular
bank. .

Inasmuch as Urban Banks are also required by the Government to maintaj
fluid resources, they must be given all facilities for doing so. They must [::
allowed overdrafts or cash credits with the Central Banks for this purpose

It must be distinctly known on what princi .
liability societics or Urban Banks can be fininc
is found from experience that some Central Bank
to finance Limited Liability Societies or Urban Banks even in tim
nxcecsity ® Inthis counection I might ulso suggest that the M

Urhan Bark may be requested or allowed 1o dire
Soc’eties whose working capital is not less tha
which they cannot get help from Central Banks,

ples and to what extent limited
ed by ‘the Centra] Banks., Iy
§ are neither willing por able

es of urgent
adras Centry|
ctly lend to L.imite:l Liability

na lakh of tupees in caseg ig

1€W to attract deposits. He, who has deposited, must bave
one that of borrowing on the joint surety, and the other that
rrc . security of the deposits. This course is comsistent with equity.
If this is desired, deposits will be very rare from members. I shink this point
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nd the By-laws of the Urban Bank allow discretion

Section 30 of the Act a lear in

¢ the share capital for moneys due by members but it is not ¢

to adjus uch adjustments and in what cases not

what cases it is desirable to make s

sirable. ] o . .
de Whether in cases of suits being filed in Civil Courts it is not desirable to

diust the share capital to save the expenses of additional stam.p and whether it
. ]USt inequitable to sue for the full amount due when a portion of the money
lSf I:;)le defaulter is with us by way of share-capital. These are the questions
o

be discussed and solved once for all.

ORGANISATION OF SOCIETIES.

L. Dharmaraja Aiyar (Periyakulam). —Honorary men ought to
‘ before departmental officers can bandle the task. If the
ociety is attempted by the departmental officers, u.wgnably
4 and money is disbursed with a lull therfaaft,er that it is of}en
; t difficulty that the loans are realised. The organiser's words are first
with grea ns who have already lost credit in the village and they gather
caught by PETS” of their standard and start the society. A society if it ought to
toget'hef P o ist of not only borrowing members but also members who have
fAurish mus ((:ioxtls borrow. And thiscan be poésible only if the villagers are
no preser neet :i)as regards co-operative principles beforehand and convince@ as
propery eduCZ; . ards ;rovided against the risk of undertaking unlimited liab?hty
regards the = eiguimpreswd as regards the'duties of the panchayat of a society.
and. also pfOng Zx ected of a paid officer of the department, who will hurry on
This canne 'e tign for statistical purpose ot neglect a deserving place for the
with ?rgails:s Only honorary men with an amount of selilessness and
thbl.e lt]en ?lkn'owledée must be pitched upon for attending to the wants of
suficient 03“ ommending for societies when the departmental officers may be
villag ere and tre;elp to organise a society. The experience of departmental officers
requisiton® d‘o rily expected of an honorary man. Local honorary organisers may
cannot b? T . oiynted with power to organise provided they are found to possess
be esl?ecm y aplpdge of co-operative law and principles and working methods of
sufﬁCIent' k'nowle mt from experience by handling societies. They may do mugh,
rural socleies ea:l artmental officers with their knowledge of people and their
better than €73 Tehp Central Bank need not consent for the registration of a
i ince the Ce::tral Banks as they are at present constituted are 'on‘ly trustees
society Sh f the societies with a power to disburse loans to societies. They
of the funds o - ed to have any intimate knowledge of the villages except perhaps
cannot be expec'tltl3 es where there are societies already working on funds borrow-
in the case b 2Ii‘gocql Unions can be trusted to give their opinion bhefore
ed from Th}?, t moLSt of them have been founded only very recenily and thev
:ufﬁc'\em time to stabilie themselves and exercise ".w fficient
d societies before they can devote time and attention other
nions may for the present be entrusted with such work,

Mr. )
prepare the field
organisation ofas
the society is starte

circumstances-

registration.
must be given .
control over the affiliate

yillages. Some select U
0
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_ So then, honorary men must be induced to come forward to educate
villages; Lo@l Honorary Organisers must be appointed for instructing them and
for propagating Co-operative Education. Village Officers and Departmental
Officers must help them. The Local Unions wherever they are sufficiently

advanced must be consulted. This will ensure formation of more societies and
sound ones.

.'As for starting reports, the departmental inspectors are generally guided by
Hemingway's Manual. This reduces the report to a mechanical one. -Before
the organisation report a village officer’s report may be called for as regards the
statistics of the village and the organisation report besides mcluding such infor
mation must mainly deal with the human material available insthe village and
the possibilities of future development of various co-operative activities in the
village.

THE VILLAGE AND THE SOCIETY,

It is impossible to expect a society to function for the whole
village. The unlimited liability stands against it. Further we have a sufficient
kno wledge of municipalities and Unions which function for entire villages, reducing
more or less to non-co-operation. It is I believe, against co-operation to expect
a society to function for the whole village. But if a society is started ina
village and works satisfactprily, the society will grow bigger and
bigger in coarse of time embracing a major portion of the village. As for
several classes in a village at present, there may be separate societies started
for each class, and when they function properly within their limited spheres,
they may all be federated with a common board of management and an advisory
board for each class with proportionate representation in the common board.

In the villages it is not class against class that are incapable of co-opera
ting but it is man agaiost man that does not co-operate. So long as human
nature is what it is, it is not possible to expect a society to function for the entire
population of a village. “Mutual help” is the watchword of co-operation though
the phrase is unhappily omitted in the preamble of the act and the model by-laws
of societies,

LOANS.

The members should be able to make a forecast for their requirements and
this is found to be difficult in practice. If the forecast is made in the nearest
approximation cash credit loans may be obtained from Central Banks and the
members will not feel disappointed at the time of need. Loans on security of
crop cannot be granted in primary societies till their members give proo¥ f
successful joint purchase and joint sales. d o

OWNED CAPITAL

The owned capital in village societies can be increased only by in i
the share value providing for paying up the said value in monthly or ba':.lovasmg
or yearly instalments for a long period and by allowing members 1o bon’e«"*rly
the security of their share capital for their urgent needs, oW on
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LOAN PURPOSES.

The bylaws are sufficiently comprehensive “‘though not exhaustive. The
discretion allowed to the Board of Directors is quite necessary. Otherwise when
are the members going to learn to discriminate and find out useful, necessary
and productive purposes? If the bylaws should be exhaustive there may arise
instances of cases in which deserving loans are not granted for the re.a.s.ou that
the purpose isnot enumerated in the bylaws. * To make tx:ade. deposit in a co-
operative stores” may be specifically added to the list, for it will educate some
people practically. .

By the time the audit orders are passed by the Geneml 'Bod‘y of a St.)czety
their property sthtement ought to be renewed and copies sent fcfr information to
the Union, Assistant Registrar and Central Bank. When a society wants there-
after a loan, they may in their loan application state how much they want to be
distributed, to how many members and what period and the ca§h balance on hand
and their outstanding liabilities. This will much. simplify tht.s ?la.borate

preparation of a loan application and save a lot of t1n3e. The U.mon’s recom-
mendation may be obtained very quickly and the Assistant Reglsta'r s recom-
mendation in such cases will be only formal. A cash credi‘t once sanctioned with
all the necessary tests may be the best solution for satisfying promptly and fully

the short term needs.
°* CLERICAL SERVICE.

Providing for an honorarium to the secretary of a rural s9ciety from out of
its profits is the only solution that can at present l?e t}mugl}t of in respect of most
of the societies. The village schoolmaster who. is invariably a member of the
society can be made to be the Secretary or Assistant Secretat:y in charge‘ of the
clerical work for which be may be paid a small remuneratlop. He .w1ll also
grasp the principles and learn to keep proper accounts. undc.ar instructions ffom
supervisors or inspectors. To aim at any special quahﬁca'xtlon for a clerk. ina
rural society will not be practicable where they have vety ll?tle pr.oﬁt. Societies
at present are unable to pay even for the co-operative bulletin which means only

Rs. two per year.

E PRESENT OUTLOOK FROM CERTAIN BROAD STANDPOINTS.
Rao Sahib T. Srinivasa Rao (Chitoor)—The well-being of the
movement may be said to be in the hands of four agencies. namely

i, The Managing Agency comprising the Panchayats or Managing
Committees (Board of Directors) of individual societies ;

ii. The Supervising Unions, and the District Council of Supervision or
the District Committee of Union Repeesentatives ;

iii. The Auditing Agency, represented by the Registrar and comprising the
auditing inspectors and the Assistant Registrars in charge of districts;

iv. The Financing Agency, comprising the local Co-operative Central
Bank and the Madras Central Urban Bank (the Provincial Co-operative Apex

TH
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Lank) and also the Imperial Bank of India which grants overdrafts of a con-
siderable sum to the apex bank and Central Banks.

2. The reports of co-operative conferences held in various parts of the
Precidency as also the views of co-operators, official as well as non-official,
published either in the press or in the co.operative bulletin give expression to
dissatisfaction with the state of things now obtaining in regard to the manner
in which the several agencies mentioned or some of them discharge their work.

A clear conception of the duties and responsibilities devolving on these
agencies is essential in connection with proposals for introducing improvements
over the existing state of things. It is further necessary to have a clear under-
standing of the existing situation which it is sought to improye and the goal
which it is sought to attain. It is also necessary toexamine the methods now
pursued with a view to see how far they are helpful in the attainment of the

objects in view, Unless the methods pursued are appropriate, the goal may not

be reached within any reasonable length of time.

3. As is too well known the initial responsibility for proper management
rests with the respective panchayats or managing committees of societies. The
next higher responsibility attaches to supervising unions whose duty it is to see
that the panchayats of societies fulﬁllefi their duties in an adequate and satis-
factory manner, the work of the unions in g district, in their turn, being regulated
and co-ordinated by a federation of all unions in the district. Next comes the
function of auditing which devolves fmdef the Co-operative Societies Act on the
Registrar whose duty, in that behalf..xs to see that societies are properly managed
by panchayats and properly supervised by the Supervising Agency. How far
these agencies come up to or fall short of their duties and responsibilities is a
ich vitally concerns the financing agency, that is, the Local Central

finances the societies in the district and the agencies which finance
the said agency,namely, the Provincial Co-operative Bank and the Imperial Bank.
It thus becomes the duty of the Lo'cal 'Centra_l Bagk to satisfy itself that the
supervising agency continually maintains societies in an efficient condition and
that every year the auditing. agency makgs a thorough overhauling of the affairs
and condition of each society and brings all omissions and commissions to
rring and backward secieties may be pulled up and restored to

question wh
IBank which

notice so that e

order. . . .

4, Coming toa detailed treatment of the subject with reference to the
duties of these agencies: As regarf:ls i. the Managing Agency which comprises
the Panchayats or managing committees of .individua.l societies, it is not possible
in a note of this kind to deal with _the subject inan exhaustive manner, The
Juties of panchayats and the managing committees are embodied to begin with
in the byelaws of societies therpselves. These again are amplified by instruc-
tions contained in the co-operative manual and circulars issued by departmental
officers from time to time. The duties in question though responsible and
cnerous, cannot in a majority of instances be suid to be beyond the capacity of
the panchayats. It may therefore be assumed that the panchayats are generally
competent to discharge their duties. The question then arises whether they

PRIMARY SOCIETIES AND CENTRAL. BANKS, Y

actually do their work. The answer to this enquiry, as regards a large number
of societies, being in the negative, it behoves us to find out the reasons for such
a state of things and to devise measures calculated to improve the situation.

The preliminary requisites for proper and efficient management of any
business concern—and a co-operative saciety is nothing if not a business concern
with the ordinary precautions for canduct of busix.less onsound lines, not only
a simple business concern of that km'd but a bus.mess concern with a broader
and sounder foundation furmshed. by its co-operative character—the requisites
referred to are chzracter, capacity an.d willingness. The establishment of a
society ina village pre‘SuppO:Ses the e).ustence of character and willingness, for it-
would bea mistake to organise a socxety' at a place where these conditions do
not exist or to leta society"contmue to exisf .when after registration it is found
that men of character, willing to run the society are not available. Character,
it will not be possible to ‘create. where even a certain modicpﬁm of it is
not found—and mind such villages are npt nonf—_eXIStent. Villages of that kind:
ought to be rigorously excludc?d. ' Afs to willingness, a positive statement
cannot be made. Beyond‘certam l:n?lts, no one, not even'a co-operative society,:
is entitled to expect gratuitous .service for years and years. ‘ The ﬁofflcev bearer
who keeps accounts a.nd does. the w.’o.rk of collectan needs- to be
remunerated for bis services. With provision made for this, it will not be
difficult to find men willing to undertake‘t.be business. Confining therefore our
attention to societies in which these confiltlons are not found wanting, the proper
management will depend upon the capacity of the panchayat or secretary. It is
within the experience of almost evgry co—operat‘or whq is familiar with raral con-
ditions that intelligence and capacity of an ordinary kn?d are not found wanting,
and therefore the conduct of the rogtme work of‘the soc1e?y should not be difficult.
The work of the society, however, includes besides. routine work, matters as to
which a villager needs guidance and help. .Even as regards routine work, he
needs guidance in the early stages not being accustomed to regular business
habits. )

5. This takes us to the agency which shpuld furnish the necessary lead and
guidance, viz., the Supervising Agency. This agency comprising as it does of
repre sentatives of rural societies, possessing or \'avantmg, as .the case may be, the
qualifications described above, may not be considered as ‘bemg able to dowh at is
expected of it. Asin the c.ase of the pancha.ya.f of a socxgty, so in the case of
the governing body of a union, t?ze same prehqnnary. requirements are essential,
viz character, capacity and wlxlllmgness. Again, as in the case of a rural society
 OF that character and ‘\-1lllngne§s are forthcoming on the part of the govern-
gssug;ldnfof the union, 0n€ has to consider whether the governing body possesses
ing .
; capacity- .
" ri(;:l‘lr:s aspin the case of ind?vidual societies, a supervising union is started
b it is thought that capacity (0 fun the union is found wanting, the object
nlt'houg n the representatives of societies in the worlk of supevision. In 2 union
being to tmhese - onditions, work of any real character may not be done for some
started ont resentatives have received a certain amount of training in doing

time, unt il the rep
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thei ; :
ha?; s::;rgss:hi?;:f]?:igr;a:};‘esr:izze, iotur; :t'ter?t;;;r;):or .the present. to unions which
individual society, the work may 'be dist.‘in;:::ishedSabl:lt‘flat © ou t'he e and
work imeol: : ' 2 die weeen routine work and
& "flVO vIing ‘Sp!.;'cml skill and capacity. The work of the former kind will
:’; tl:a? y be vfwthm the capac?ty of the governing body while, in regard to work
he atter kind, lead and guidance w1ll be found necessary. Unlike individual
SOClCtl.x the union employs a paid supervisor for visiting societies and reporting
on their condition. A higher order of capacity is wanted on the part of the mem-
bers composing the the governing body in that they bave to control the supervisor
and regulate his work. In this respect also, the governing body requires training.
Assuming that with the experience acquired in the first year or two of its exis-
tence the governing body gets into running the routine work, it*will take some
.IODSer time for it to acquire capacity for tackling the remaining and more
important part of its duties. Here also the governing body requires lead and

guidance. Who is to furnish these is the next question.

6. \We now come to consider the Ageny on which this duty devolves. This

is no other than the Auditing Agency.

Before proceeding to deal with the manner in which the auditing agency
should discharge its duties, it is well to state what exactly these duties are.
This cannot be done better than by quoting from the report of the Maclagan
Committee on Co-operation. That report says (Vide paragraph 91, page 56):
“The terms of the Act expressly require that the audit shall include an examina-
tion of overdue debts and a valuation of assets and liabilities. By this latter we
understand not merely the preparation of the balance sheets of societies but
also a sv ficient check, in accordance with such rules as the Registrar may lay
down, of the list of the material assets of the members The audit should in
our opinion extend somewhat beyond the bare requirements of the Act, and
y into all the circumstances which determine the
general position of a society. It would for instance be the duty of the auditor
to notice any instances in which the Act, Rules or byelaws have been infringed ;
to verify the cash balance and certify the correctness of the accouat; to as-
certain that loans are made fairly for proper periods and objects, and adequate
security ; to examine fepayments in order to check book adjustments or improper
‘extensions ; and generally to see that the society is working on sound Jines and
that the Committee, the officers, and the ordinary members, uvnderstand their

should embrace an enquir

duties and responsibilities.”
The same thing is expressed inother words by a late Registrar, Mr.

Hemingway of revered memory. His description is soapt to our purpose that I
capnot refrain from quoting him. He says (Vide page 21, of his Manual) as
follows .__%The ordinary purpose of an audit or any company or society is to see
that the accounts are properly kept and to present to those interested a correct
statement of the concern’s financial position. This is as necessary in the case of
a co-operative society as in the case of any other business body. But there are
special features about the audit of a co-operative society. The Registrar (wh

s ible for accepting the audit and who must prescribe its condi(iono)
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is bound by his duty to the public to see not only that "the audit is
mathematically correct but also that the affairs of the sociéty are bein
couducted in a truly co-operative spirit, or in the words of the Acg;
(Section 4), in accocdance with the principles of co-operation. This needs a more
detailed scrutiny into the policy of theacts of the society than would be required
of an auditor. Furtherinore, -the Registrar is concerned not only to discover and
expose what.is wrong about the working of the society, but also and even more so
to assist societies to correct their mistakes and do their work rightly in future
This makes it necessary that the audit of a co-operative society should go muck;
beyond the scrutiny of what has been done in the past. Indeed, the inspectin,
(auditing?) officer is as much the guide, counsellor and friend of the society as ai
inquisitor into its mistakes’’.

Analysing the substance of these quotations the duties of the auditor may be
enumerated as follows:—

1. To see that aocounts of the society are properly kept ;

2. To ascertain that loans are made fairly, for proper periods and objects
and on adequate security ; '

3. To examine repayments in order to check book adjustments or improper
extensions ;

4. To verify cash balance;

5. To prepare balance sheets with a view to present to those interested a
correct statement of the society’s financial paosition;

6. To check the material assets of members ;

7. To find out instances in which the Act, Rules, or bye-laws have been
infringed ;

& To see that the affairs of the society are conducted in a really co-opera-
tive spirit ;

9. To enquire into all the circumstances which determine the general
position of the society ;

10. Generally, to see that the society is working on sound lines ;

11, To discover and expose what is wrong about the working of the
society ;
12. To assist the society to correct its mistakes and do its work rightly
in future ; and

13. To see that the office—bearers and members understand their duties
and responsibilities.

7. We have noticed above how societies stand in need of lead and guidance

and how unions charged with the responsibility of supervising societies and main
taining them in an efficient condition themselves require guidance. In the ver
nature of his duties, it rests upon the auditor to come to the rescue of both thegz

institutions, The auditor’s dutigs—it will at once be seen—are sq comprehensive
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that if the auditor only discharges them in an adequate and efficient manner,
and if (what is more important) communicates the results of the audit to the
society and the union in a suitable form, all that will remain to do to pull up
erring and backward societies to a state of perfection will be to correct mistakes,
supply defects and omissions, take the necessary action on matters calling for
action and in this manner restore the affairs of the society to a satisfactory foot-
ing. The question is to what extent the audit as now conducted and the manner
of communication of the results of audit as now obtains comes up to the require-
ments. I am afraid that there is much to be desired in both these respects. If
and when the audit is conducted as thoroughly and efficiently as it ought to be
and if and when the results of the audit are communicated in a form which will
readily enable societies and unions to take the necessary action, -it may be said
that a stage has been reached at which the necessary guidance to societies and
unions will be actually forthcoming. Parenthetically, I may be permitted to
observe that a form of review was introduced in the Chittoor district
two years back for communicating the results of audit to societies and
about the middle of this year suggestions were made for further improving the
form of the review so that the review (as thus completed) might form a complete
record of the results of audit presented in a form, which would enable societies
and unions to take immediate action thereon, and also enable inspecting officers
to see that the matters noticed in audit are being attended to —please vide para-
graphs 5 to 9 of a printed note issued by me in April last rs : certain matters con-
nected with supervision and au lit of Co-operative Societies. 1 would strongly
advocate the introduction of a form of review of the kind described. The review
to be all comprehensive, it is necessary that the audit should be adequate and
efficient. The adequacy and eificiency of audit will naturally depend on the
qualifications and capacity of the auditor. The inspectors employed on audit
Should possess the necessary qualification and capacity. From my personal know-
ledge of a number of inspectors I think I am not wrong in saying that a number
of them stand in need of very much coaching. In the tirst place inspectors are
not subjected to any examination which would eliminate the incompetent men.
This renders it all the more necessary that the inspectors should have a thorough

grounding.
8. Coming to the Financing Agency, viz., the Co-operative Central Bank

as has already been observed, vital responsibility attaches to it in that it has to
see, with a view to maintain its own financial stability, that the societies

tinanced by it are ina sound tinancial conditian And this can only be done

through adequate, efficient and effective audit.

9. Indealing with the auditing agency, I have referred to the Assistant
Registrar as representing the head o“f that agency within each District. The
activities of this officer, outside “Audit”, extend to inspections or enquiries
mentionel to Sections 35 and 36 of the Act which also devalve upon lim. Ag
observel by the Maclagan Committee, it is  through aadit alone that effective
control can be exercised over the movement.  And, apart from applications from
creditors or others in that behalf, the results of the audit will lead 1o inspections
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or enquiries of the kind mentioned in Sections 35 and 36 of the Act. It there-

fore becomes incumbent upon the Assistant Registrar, on the conclusion of the

audit of societies in his charge, to find out in  which societies there is need for
him, of his own motion, to institute an enquiry into the constitution, working and
financial condition. In view of this further resposibility devolving upon him, the
Assistant Registrar should (in addition to issuing reviews of the working of
individual societies in the manner suggested in para 7 supra) review the condition
of societies in the district as a whole classifying them into two or more groups,
such as (1) societies in which by reason of the ehortcomings being neither seri-
ous nor numerous the necessary action can be taken by societies themselves, (2)

societies which by reason of the nature of shortcomings would require the atten-

tion of the Union authorities and lastly (3) societies which by reason of their
very unsatisfactory condition demand his personal attention, inclusive of societies
calling for enquiries under Section 35 or 36 of the Act. In the absence of a
review of this kind it will not be possible for those interested in the matter
(especially the Central Bank) to have a clear idea of the condition of societies in
the district as a whole, at the end of each year. Nor would it be possible with-
out such a review to see how far the fondition of societies improve in the course
of the succeeding year. It is, if I may say so, the want of such a review and the
absence of watch over the progress, that account for the continuous bad condition
of societies and also for the bad condition of certain societies not being noticed
until a very late date. This review should be embodied in the district adminis-
tration report. Needless to add how very useful a review of this kind will be to
the financing bank.

10. Finally, the Provincial Registrar, who is at the head of the movement
in the province, and"on whom devolves the responsibility for the proper conduct
of business all round, may, I take the liberty of suggesting, issue reviews of the

_ district administration reports for the information and guidance of the district

-

officials, the societies, the unions, the district federation and the district central
bank. . ‘

11. At present we hear so much said about consolidation of existing
societies. But little is known as to what definite progress is made and what
amount of work yet awaits to be got through. With reviews of individual
societies, and the district review issued in the manner suggested above, we will -
know the condition of societies as existing at the end for every year; and by-the
time that the next annual reviews come to be issued, if not earlier, we will know
what progress is made in the course of the year and where exactly we stand,
what progress has been made and what yet awaits to be done.

12. The annual Presidency administration report gives information as to
the amount spent on supervision carried on by unions, in other words, the amount
expended on non-official supervision. Beyond this, however, we do not find
information as to the degree of efficiency attained by unions in the work of -
supervision. It is necessary that we should have definite information as to what
exactly unions are doing ; what stage of efficiency they reach in very year; how
many unions there are which are quite fit to discharge their responsibilities :

' 11 '
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:lvﬂ;v:k ma;:;; uhx:::'ns are s‘till. in the prelir.nimry .stage of learning their
Poar many umons are making satisfactory progress. Real
Pf?ﬂff_ss in this direction will only be possible when to begin with every
umion is made to realise the extent of its full responsibility, although for the time
bcﬂ'"g it may not be able to cope with it in entirety. Then, it should be made to
.thmk and decide for itself what it can do unaided by the Government Stafl and
n w.hat directions it requires help from that staff. Except on application, and
application of a definite character, the Assistant Registrar should not accord help.
When once the Union understands what all it hasto do, and when once it is
fnade to think and decide for itself what for the time being it can do of itself and
10 what definite respects it requires the help of the Assistant Registrar, and when
once again it is made to undersiand’ that such help as it needs will be given,
but only on its application, it is only in these cirtumstances and under these
conditions that one can say what exactly a union is doing and to what extent it
1s progressing towards undertaking its entire responsibility.

13, Towards attaining this end, I think it necessary that the District
Officer, the Assistant Registrar, should cease undertaking Supervision unasked
by unions. It is also necessary that unions should be trained to consider and
decide questions of policy or procedure connected with supervision. In fact
all matters relating to supervision should be left to be considered and
decided by Unions. Individual unions may not be able to undertake this
superior task. At present the Assistant Registrar may do these things
but that will never train unions. “Unless therefore (to quote from para,
18, page 14 of my printed Note re : certain matters connected with supervision
and audit of Co-operative Societies) these matters are considered by themselves,
unions may not take to decisions arrived at by an extraneous agency as readily
and willingly as if the decisions were their own. Contentious questions
may and do arise and they can be suitably dealt with, not by indicidual
unious, but by a body composed of their represetantives.  Just as the
District Bank undertakes the finance of societies in the district, the federation of
unions must undertake the regulation of supervision work devolving on unions,
In the absence of arrangements to this effect the work of regulation of supervision
will continue in the hands of the official agency, the Assistant Registrar; and so
long as this condition lasts, there will not be much prospect of the responsibility
for supervision passing into unofficial hands,”” For these reasons, it is very
necessary that in every district a federation of unions should at once be formcd_
To this suggustion the objection may be raised as has already been done, that
time is not yet ripe for doing so. I do not agree in this view. Unless a move is
made in this direction and the responsibility for supervision is thrown on union;
and their federation, real progress will not begin.  Just as I have said in the case
of Unions that there will be a preliminary stage of learning work, so in the t;'\;e
of the district federation of unions also, a prelimninary stage will be necessary \t
no time can it be said that unions will become perfect, when a cut and d.ri‘ed

federation of theirs may atonce be launched. It is only by starting it and training ’

it that the district federation can be made an accomplished fact.
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14. According to my suggestions, therefore, if, as regards unions, no part

of the supervision duties devolving upon them as undertaken by the government
staff except on the application of the union concerned, and if again the Assistant
Registrar leaves the questicns relating to supervision to be considered and decided
by the district federation, all that will be necessary to make the scheme a success
will be, as regards unions, to depute an efficient inspector, preferably the chief
inspectors, to attend the governing body meetings of unions and to help them
in getting through their work on right lines. In the same way, as regards
the district federation, the Assistant Registrar will have to undertake
to attend its meeting and guide it. It may be that in some areas the unions and
even the district federation may not require the help and guidance of the official
staff. In those cases it remains for the Assistant Registrar in the case of unions
and for the Provincial Registrar in the case of the district federation to see that
things are left in the hands of the agencies concerned. Work on these lines
should in my opinion be started as soon as possible and unless this ig done, I do
+ not think that we shall be enabled to know what definite progress we are making
from time to time or forecast within what length of time the supervision will

pass into non-official hands.

PRIMARY SOCIETIES,

Rao Sahib T. Srinivasa Rao (Chitoor)—I furnish the following views
of mine on certain inquiries made in the questionaire circulated by the Provincial

Co-operative Union.

Suggestions are asked for in the matter of organisatiof of credit Societies
by the department and non-officials. By whomsoever Societies may be
organised- whether by officials of the department or by non-officials, it is
essential that the organiser understands the business well. It must be within
the experience of co-operators, charged with the responsibility of supervision
that the present moribund condition and bad condition of a number of Societies
is due to hasty and faulty organisation. A few hours’ visit to a village cannot,
and certainly does not, enable the organiser to know fully about the conditions
obtaining in the village, which favour or do not favour the establishment of a
society. T wo or three visits to the village and a stay of one or more days on
each occasion will not be too much to enable the ‘organiser to gather the
necessary information. Hasty inquiry does not help: it does not elicit the required
information. Reliabie persons who could be trusted have to be found out and
talked to in private. In gatherings assembled, true information often does not
come out. Along with possessing a thorough and intelligent knowledge of the
business and a disposition to conduct a patient and careful inquiry, the organiser
should possess capacity to convince the ryots not only of the advantages resulting
from the establishment of a society but of the responsibilities and obligations

devolying on members by reason of membership in the society.

2. The present unsatisfactcry condition of a large number of societies being

Lo

in no small measure attributable to organisation of societies by persons not
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possessing these qualifications, iti i
, itis of considerable i
0 able impor isati
z ﬁ?u.ld, not be allowed to be undertaken by persons.pow:ml::e i an\satlon
cial, who are not quite fit for the purpose. ether offical of non-

As things obtain at present, the ibi
: . responsibility f i
or 'non-ofﬁcm’. .en.trusted with organisation, rests :Fi&h:l‘:cegp'emm, ol
aSSIstan‘ts.; for it is on them that the Co-operative Soci 'o ogistrar and B
B o ation e ories ieties Act throws the
eal and practical responsibili uncon-
ility attaches i

sco he !oFal Central Bank which is sxpected ‘tt”:;:anee
: .mty and- the local Supervistng Union which is expected to nde:mk -
vision. Itis the duty of the Assistant Registrar before regupn'“ ing esocnsupor-
e of his subordinates or by a non-official toaﬁnd tz
, ou

whether orgamsed by on
from the local supervising union whether it is prepared to affiliate the society (if
jety (i

and when registered). In the present develo ¢ uni
not be quite in a position to satisfy all the re‘:::r::n:n:: le?s.::;e of them may
as regards the responsibilities involved in organising a s:ie d]? s
reason of local knowledge possessed by members of the unim?7 : However, by
and other requiremeuts, they are often found to be in possessio asfto. charn.ter
very material and relevant to the question of registration. Andn :b' uormanon
be ignored. Again, it is for the local union to say whether it is . 'should.not
position to undertake the supervision of the society. If the local un?:x:ilmt -
consider the registration of the society desirable or for other reagooes‘ no
prepared to undertake supervision, the proposed society cannot be e not
unless the Distrié Bank (on which in the circumstances will de:eogl‘:tem
respousibility for supervision of the Society in question) is prepared to und:rtx::°
supervisiorf. And the District Bank does not possess facilities for doing so °
re enquires whether the Centr 1
awith to decide whether a Society ma; bI:m:;gi:t?r:edsses
not.,, No doubt, beyond the information contained in the organisati -
report, the Central Bank 4s not likely, exceptin rare instances andsa ]fon
special reasons. to possess materials; but it ought certainly to be able o
perusal of the organisation report to satisfy itself whether the society is likel o
prove successful or otherwise. 1f the Central Bank thinks it necessary t::ato
give its consent to regigration, it may call f::

further informatfon before it can

the same. It will also satisfy itself whether the union, to which it is

1o affiliate the Society, is competent to undertake supervision. In thisp::?;::ed
er,

the way iD which the union in question has bsen supervisin ST
N N 3 the Soc

affiliated to 1t being known to the District Bank, the District Bank ;:::5 alre'a'dy

to form its judgment as to whether the proposed Society can well be : position

or not by the Union i and whether in consequeace it (the Centra) Bank‘;p::;;ﬁ

prepared t0 finance the society of not.
4. The questionaire asks for suggestions as to a
- ny standard i .
b reference t0 their ability to write a e;atis;factc::v‘':'etl::l’:° lt:c?%
locality, and 8o on. As things obtain at present, very mu:ls:t
esent, .

_ Though this is so, ¥
sciously though it be, to t

3. The questionai
materials wher

of organisers wit
the suitability of the
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if not practically everything, isleft in the han . .
fxing of a standard especially in the case of ii:_fogziﬁsswtant Registrar. The
practicable. Even in the case of officials, I mean, the Ins semta.y not be easy or
to organisation work, I doubt, whether any standard is inpsi:togs who are deputed
when the authorities of the union and especially of the Cen; l“%‘)n- However,
check organisation reports in the manner suggested, things willa P ank begin to
for unsatisfactory reports will not be accepted and -the or adjust thfem.s;elves;
course of time either come up to the required standard or givgea:;sglgs ]wi," in due
ob.

5. Next, the questionaire asks for views on organizati .
as prepared at present. Over two years back, fof th::z?rtxlf:r::gosmtx:g reports
of Inspectors a.nc.l others employed on the business, I prepared n an gfndam;e
one on organisation, and another on starting of Societies on unli two Cx}'qua,S
basis. These were printed and with the approval of the Regis:?; ‘ml'ted liability
Assistant Registras all over the presidency. The circulars ar circulated to
requiring attention and also the manner in which repogts o;ths:tsfsbr;: tm;la;ttelrs

ct should

be drawn up-
6. Coming to another point raised in ‘the questionaire : If a society d
: ciety does

pot functiod for the whole village I do not think w
<o di ’ e need |

he indifference of the panchayat. Nor do I think :;:ttoa::y Otl.xe;-

specia

reason than t
are called for if membership is to include all classes in the vill
village.

arrangements
7. A pumber of questions are put as regards short term loans and 1!
oans

for redemption of mortgages. In dealing with these o
. . . questions, it i

remember that it will not be possible to achieve any improv :;;;tﬂecessary to

pame in the matter of finance of agriculturists under condi tioqns - Wor@ .the

jon of the questions raised will be possible Pl’ov(i)c\l’: :bta;mu;lg,

’ , onty the

" A satisfactory solut
redeem members from outside indebtedness and at the
same

society 18 enabled to
th short term loans for crop and other recurring requirement
nts.

time belp them wi
Some years previously when Central Banks were allowing ten
discharge . of loans, primary societies were ina posit?r rather eleven
iod for discharge of loans taken for redemption of land ion to allow the
grant of loans to members proceeded then on the asgumptionﬂ:}?rtgagf:s. The
credit of the borrower reserved for short term loan requireme at, with some
annual income did not fall short of one-tenth or one-eleventh nfts' .hls surplus
indebtedness. 1say 0 because the issue of a co-operative loan ?mh;§ T sase:
ber borrowing undertake, the one to resoles that the
other to repay within the stipulated time. ‘And this will not be v;;- an:i the
on the assumpti ed. However, by reason of the simple possible except
ten year term allowed by accident of the
and less, societies have virtually assumed t :
pess of members could be discharged in the shorter pek;?;dt%li:‘or;gage indebted-
porrower's capa - R . In other words, the
enth and more. AT or this, there is
the assumption 08 which grant of loans proceeds, fails, ::;(iliyi :Ei warrant. Thus
in;gnniaable ov wonder we find

society lending and the mem
on mention
. Central Banks being reduced to a shorter period
seven years period of
city to repay is taken to have increased from one-tenth
venth to one~-sev or one-ele-
exdues. A debror when pressed by creditors is not over-scrupul
-scrupulous
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In agreeing to any terms. The members undertake to abide by terms, which
from the very start they feel thev cannot keep. And the panchayats sympathis-
g with them. connive at the thing. If any satisfactor: achievement in this
direction is really to be obtained, it can only be possible in the following
conditions. The entire indebtedness of the member should be ascertained. A
margin of the member's credit should be resarved to enable him to raise short
term loans for crop and other recurring needs. This *done, the remainder of his
credit should be carefully assessed. With the surplus annual income which the
member is thus found to possess, it should be found out hew long he would
require to discharge a loan required for redemption of land mortgage. In the
case of most members, the annual surplus income available for this purpose will
be so small that they will require a much longer term than ghe present seven
years or the former ten vears to discharge his mortgage debt. Unless these
arrangements ate possible and members can be allowed a longer time to
repay, I do not think there is much use in our attempting to improve the present
state of things.

Very often, it is said that, whether the society helps or does not help a mem-
ber to redeem his mortgage or to discharge his other prior debt, the member
should welcome the accommodation of short term loans wherewith he can
benefit himself by avoiding the Sowcar in connection with the money required
for cultivation and other urgent domestic recurring needs. In actual practice,
during my long experience, I have found that ryots who are pressed with existiog
debt often find themselves unable to use the short ter:m loans for the purposs for
which they take it, for the simple reason that they cannot resist the pressure of
the Sowcar, and not knowing what to do, use the short term loan, to pay off the
deb: due to the Sowcar. The result is that he is not benefited in the matter of
his cultivation. Nor does he find himself relieved of the existing debt, the short
term loan obtained from the society not going all the way to discharge the whole
of the existing debt. Unable in this manner to regulate his affairs the member
becomes unpanctual and resigns bimself to his fate.

THE RATE OF INTEREST CHARGEABLE TO MEMBERS OF
PRIMARY SOCIETIES.

Rao Sahib T. Srinivasa Rac (Chittoor): —The question of reduction
of the rate of interest at persent charged to members of primary sacieties from
10:% per cent has been engaging . the attention of co-operators for nearly
a year past. It came up for consideration before a conference of the
representatives of Central Banks convened by the Registrar towards the end of
December last year. That body could not arrive at an unammous decision, their
opinion being divided as to whether the rate should be reduced to the old rate of
93 per cent or whether for the present a reduction to 10 per cent was sufficient.
The same subject came before the last Provincial Co-operative Conference which
however was of opinion that primary societies should lend to members at a rate
pot exceeding 94 per cent.
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2. 1 am afraid that all matters relevant to the question were not given due
consideration by the Provincial Conf:ience in arriving at its opinion. Nor does it
appear that the Conference of Central Banks gave a proper lead to the Provincial

Conference by discussing the subject in all aspects.

3. The one argument advanced by advocates of reduction to c# is that
the Provincial Bank (the Madras Central Urban Bank) and the District Central
Banks having reduced or being prepared to reduce their rates of interest by the
extent to which they were raised about two years back (3 or § Qer cent), primary
Societies should likewise go back to their former rate of ineerest, viz, 9%,
Various reasons actuated the enhancement of the rate from 9—6—0 to 10—15—0.
for otherwise, the rate would not have been raised by more tha}l the extent by
which the rate of interest payable by Central Banks wa'.s rals.e.d. It ma.y' be
that various considerations in question were not ?xpressed in wnm?g or publicly,
As one in office at the time, as one responsible for persuafimg societies to ad-opt
10—15—0 per cent rate, I can with authority speak that 1t. was felt aF tpe time
that the margin between the borrowing and lending rates in rural societies was
hardly sufficient to raeet the necessary charges.

4. Proceeding now to examine the question in detail. Let us enquire into
what the mecessary charges are, which should be met out of the difference
between the borrowing and lending rates. These are—

(i) Expenses of Management ;

(i) Contribution to Reserve Fund ; .
(i) Payment of dividend on paid up Share—Capital ; and
(iv) If deemed desirable, contribution to Common Good Fund.

It will at once be conceded by persons who feel the responsibility for proper
management of any business concern that'the mafxagement can by no means be
considered sound or’ satisfactory ‘unlgss its profits are adequate to meet the

essary charges. By the term necessary. I mean such charges as cannot
necsibly be avoided either as being indispensable in the nature of things oras
;l;c;isng obligatory under legal provisions. Due expenses of m?.nagement are-ini
dispensable in the nature of things. Payment of dmde.nd on pald:up Share ca'pxta
is a thing, which. though not obligatory u_n.der law, wal be consxdered‘a busmes_s
concern as satisfactory, if it cannot pay dwlden:! on pa.@ up share-capital. This
observation applies even to a rural co-operative §oc1ety ; 'and I woulsl ;fzdd
it applies to it even with greater force, for in a society on unlimited
liability basis the dividend is by law fixed at so low a ﬁgure. as 6% per cent,
which rate is comparatively much lower 3tham the rate of interest charged 1o
bers at the old or the present rate (9% or 10—15—0).—Then, there is the
mer ibution to Reserve Fund which is obligatory under a rule under the Act,
C?}I:'“k‘\ ;:as the came fcrce as a provision in the Act itself. Lastly, there is the
c‘:‘or:tcribution to Common Good Fund and this however is‘ optiqnal. Assuming
therefore, that it will be conceded that the three first mentioned items of charges
chould be duly provided for from the difference between the borrowing and lend-
;ng rates, let us see how mattersstand at present. Though I am unable to quote
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figures which by the way are not available from the published annual adminis-
tration reporis of the movement, those connected with the movement will bear
testimony to the fact that year after year there are a number of societies which
do uo.t ‘contribute anything to Reserve Fund and which do not also pay any
dividend to its members on their paid-up share capital. Again, there are a number
of societies in which the office-bearers are expected to do their business gratui-
tously. Nobody would demy that co-operators should as far as possible be
prepared to render gratuitous service; but I suppose there is a limit to an expecta-
tion of this kind even from co-operators. Beyond a certain limit no co-operator

would be prepared, or I may say from personal knowledge is prepared, to work -

gratuitously for anv length of time. He maydo so fora year or two but to
expect him to continue to do the work for all time without any remunesation is
simply thiking of the impossible. The fact that the office-bearer doing the actual
work of a society by maintaining accounts and doirg the collection and other
work is not in a majority of cases remunerated, accounts in a measure, and I
would add in a large measure, to the present unsatisfactory state of collections
in a large number of societies. The work of collection especiaily is nota
pleasant one and one does not wish to incur unpopularity, and that for nothing,
by enforcing payments by resort to coercive processes or otherwise. Even co-
operators are not entitled to expect gratuitous work beyond a certain limit; and {
think it is high time that co-operators connected with rural societies at once
realise that the presdht unsatisfactory state of collections is a very sad commentary
on thair management and that they should remove the blot by removing one of
the obstacles in the way of prompt and regular collection Then let me enumerate
the charges, some of which did not exist when the rate of interest chargeable to
members was originally fixed at 94 per cent but which bave come into vogue
in due course of time along with the development of the co-operative machinery.
As soon as a society is registered, it is affiliated to the loca'l supervising union.
The society representative has to attend the general meeting of the Union. He
has to attend the general meeting of the District Bank. He also attends the
District Co-operative Conference and also the Proviacial Co-operative Conference.
The society has also to contribute towards the cost of Supervision. These
expenses are of later origin. Further, an office-bearer has to accompany illiterate
members proceeding tq the Sub-Registrar’s Office to get their bonds registered.
An offios-bearer has to go to the Sub-Treasury or the District Bank
or the Post Office to receive payment of loan. He has to do the same thing in
order to remit the society’s dues to the District Bank. These charges vary in
amount with reference to the distance at which the society is situated from the
District Bank, the Sub-Treasury or the Post Office.

The volume of these expenses standsata certain irreducible minimum,
irrespective of the volume of business conducted by the society. Time there
was, when these expenses or some of them were not debited to the society, the
panchayatdars so arranging their business that they attgnded to it wben going to
the place of business on their private account. Times bave changed and now the
office-bearers bave in most instances ceased todo so. On the other hand, they

.
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debit all these expenses to the society. And these expenses cannot be objected
to as “unreasonable. It should therefore be realised that the society, as a
business concern, should not grudge to bear all reasonable charges (including
remuneration to the office-bearer doing the business), which are incidental to the

conduct of business. ’
These charges will consume a certain proportion of the gross
profit of the society represented by the difference between the lending
and the borrowing rate, and this proportion in the case of a co-opera-
tive society needs te be limited to a certain specified proportion. For, under the
law. a certain defined proportion of the profits has to be carried to the
Reserve Fund. Rule IX of the rules under the Co-operative Societies, Act
lags down that’ in societies with shares and unlimited liability less than
one-half of the net profits shall be set apart as a Reserve Fund until that fund is
equal to one-half of the total liabilities of the society other than Reserve and
Share Capital. The framers of the rule certainly contemplate that the Reserve
Fund will reach this proportion to the total liabilities (other than reserve and
share capital) within a measurable length of time. As to what this length of
time may be taken to be, opinions may differ. I do not suppose that a generation
will be considered as too short. Assuming that the Reserve Fund should be built
up so as to reach the proportion specified, within thirty years, the society will
have to contribute to Reserve Fund every year an amount calculated at 1/30th
of the figure which should be reached at the end of the genemtion. The rate of
contributisn being fixed with reference to net profits and net profits being a varying
figure, varying with reference to t'h'e expenses of management, I think that a rule
of practice should be observed fixing with reference to gross profits a maximum
proportion beyond which the expenses of management should not be allowed to go
and a winimum proportion below which the contribution to Reserve Fund
should not fall. Without some such guiding factors, the object underlying Rule 1X
caanot in my humble opinion be achieved. Worked in conformity with restrictions
"of the kind proposed, the society will not automatically be enabled to provide out
of its net profits the necessary money required for payment of dividend on the

members’ paid up share capital.

, To summarise ‘.——-Ste?s should be taken to see that a society does not spend
on management more than a certain defined proportion of its gross-profits
that it does not fail to contnbute to Reserve Fund at least a minimum proportion
of the gross profits; and that it pays dividend on the paid up share-capital of its
members. Unless these things are done, I do not think that the management of
any society can at all be deemed to be satisfactory.

5. This position conceded, it follows that the margin between the lending

and borrowing rates, should be sufficiently wide to cover the requirements, Ashas

been mentioned above, while on the one hand the expenses of management of a

society will stand at an irreducible minimum, the profits however would vary

with reference to the magnitude of business. This circumstance furnishes ground
for negativing the idea generally prevalent that ome uniform rate of interest
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chargeable to members is applicable.to all societies. There is another circum-
stance which negatives this idea. Take the case of two societies with more or less
the same amonnt of working capital, which have been working for more or lesg
the sume length of time. In one society the management might have been
pmde'm and careful, with the result that the society is now found to have built
up a reasonable amount of Reserve Fundand also to have collected share-capital
to the full extent, or almost the full extent, to which it is due from members under
its byelaws. In the other society the management might have been far from
pradent and even reckless. There, no Reserve I'und might have been accumulated
or what is accumulated might be found to bea very small figure. Again, there,
the share-capital collected might be less, far less, than the amount due from
members under the bye-laws. In the first mentioned society the accumulated
Reserve FFund and the paid up share-capital to its maximum extent are
two distinct sources of additional income to the society, additional
to the profits Jenved from the loans issued out of borrowed capital.
These sources of additional income would be less, considerably less, in
the other society. The first mentioned society has, by reason of these additional
sources of income, placed itself in a position in which it could reduce its profits
from loans issued out of borrowed capital, to the extent of such additional income
or a certain proportion thereof. Such self-acquired capacity will not be found to
exist in the other society. This is a very strong circumstance against a uniform
treatment of societies of all kinds, as regards the rate of interest chargeable to

their members.
6. A consideration of the various matters set forth above will, I suppose,

b1 sufficient to convince co-operators.
(1) that a uniform rate will not do in the case of all societies ; and
(2) that a rate suitable to each society should be determined on a careful

investigation of the affairs thereof.

[ amn afraid that unless the rate of interest chargeable to members of un-
limited societies is regulated in this business-like manner, societies will continue
to work as at present (and even in a warse degree), contributing nothing year
after year to reserve fund, paying no dividend to its members, and remain without
removing a chief obstacle in the matter of improving collections.

7. It might be said that the present position of a number of societies
going on  without contributing anything to Reserve Fund and without
payius any dividend on paid-up share capital is due not tothe fact that the
margin between the borrowing and the lending rate of interest is not
sufficien:ly wide but to the fact that societies do not collect the entire
interest due from members, and are therefore treated a; working  with
minus profits, in consequence of which they canno: contribute 1o Reserve
Fund or pay dividend. An argument of this kind is hardly tenable; for, it would
Juestion the appropriateness of the orders under which the net profits are deter-
minded. which direct the exclusion of uncollected interest. It will be long before
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rural societies improve their methods of business and until then one ought to be
prepared, I suppose, for a certain proportion of the interest due remaining un-
collected. It may be that the margin, even should the interest be reduced to
9% per cent, will be sufficient in the case of some societies. provided - the full
demand is collected. How far the present state of societies working at loss is
due to failure to collect interest within the year and how far it is due to the
inadequacy of the margin between the lending and borrowing rates are circum-
stances which will vary from society to society and this is a further argument
against imposition of a uniform rate of interest chargeable to members in all
societies without subjecting the affairs of the individual societies to proper
investigation. ,

8. This subject is far too important and far too complex for a large body
like the Provincial Co-operative Conference to consider and decide. The proper
management of societies being in the first instance the concern of each primary
society, and in the next place the same being the concern of the local supervising
union which is responsible for the proper administration of affiliated societies, -
and in the last place the same thing being the concern (not merely moral or
sentimental but financial) of the Central Bank, I trust that every rural society
will consider the question in all aspects and then come to a decision ; that every
union will give a proper guidance to rural societies in order that it might see that
the societies are properly administered ; that every central bank concerns itself
with a due consideration of this question, and brings its pressure to bear upon
the rural society as well as the union towards the attainment of a proper solution.
Otherwise the Central Bank will be failing in its important duty, of securing the
stability of the societies financed by it ; for no society can be said to be working
on sound lines unless it complies with the several conditions mentioned in this

note.

CENTRAL BANKS.

Rao Sahib T. Srinivasa Rao (Chittoor).—I propose in this note to deal
with some of the questions raised in section II of the questionaire issued by the
Proving:ial Co-operative Union concerning Central Ranks viz.,

1. Is the attempt of departmental officers to reduce the shares of individuals
in Central Banks and to bave purely society shareholders therein a desirable
step in the direction of the development of deposit-banking ?

2. Is the present system of audit in Central Banks satisfactory?

L.

[ vhall deal with another question also in this note which in the questionaire
is put under the head of local unions, viz.,

3. Whethar the departmental control for loan recommendations may not
be dispensed witb.‘

2. Question I. My personai knowledge and experience is confined to the
Ceded Districts and Chittoor. \Vhatever 1 state may therefore as regards this
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question be taken to apply to these districts, though I suppose that my observa-
tions may be applicable to some other districts as well. Management of Central
Banks is not a simple business. It isa responsible and onerous one. Its success
and well-being depends upon the business capacity of the directors and the
confidence they command from the public from whom deposits are expected, and
from the Provincial Co-operative Apex Bank and the Imperial Bank from which
it expects loans and overdraft accommodation. The answer to the question raised
depends upon how far the society representatives, unaided by individual represen-
tatives, will be able to command the necessary confidence. For evidence of their
business capacity. one has only to look to the way in which unions, which are
composed solely of society representatives, are managed at present. The
unsatisfactory character of the management of unions does not attract very much
attention of the public, for no financial responsibility attaches to them. The
matter, however, will be quite different in the case of Central Banks which mean
. tinancial responsibility. There isa move in certain districts to throw off individual
members from Central Banks and in the spread and encouragement of this move
it is represented to societies that individual shareholders are a stumbling block
n the advancement of the interests of societies. An allegation of this kind is
far from true and without any justification. Interests of individual sharebolders,
putting them at their worst, cannot take them beyond seeking a dividend at the
maximum rate prescribed by rule under the Act, viz., 9 per cent. There can
possibly be no objection to this, for this rate is by no means extravagant compared
with the dividend obtained in other business concerns. Co-operators are aware
that in the service of Central Banks individual shareholders have offered their
very best. From my personal knowledge and experience 1 make bold to say
without fear of contradiction that without such service from individual share-
holders, Central Banks in districts with which I am acquainted will not have
been at all possible. 1 may even state that the Central Banks in these
districts cannot for & good length of time to come be run without their help.
1t may be that an ideal Co-operative Central Bank should be one composed
solely of society representatives.. But there is no good of thinking of a:taining
this ideal for a good length of time. Business capacity and habits are pot
acquired except by a long course of training and in this the society representatives
.are sadly wanting. It will be too soon to think of an attempt of the kind under
consideration. I think it should be deferred until more favourable times arrive.

I am afraid whether, in suggesting this move to representatives of societies,
appeals are not made to their sentiment that, left to themrselves, they could
regulate the rates of interest and other terms of loans more favourably to socie-
ties. If this is so I think the move proceeds on untemable ground. Even at
this late date notions are entertained by persons who ought to know better that
Co-operative institutions are not purely business concems but that they are
philanthropic or charitable institutions in which sentiment may be allowed to
supersede business,. Any Co-operative society, and the more so a Central Bank,
cannot be too strict in the observance of rules of business. Its co-operative

of the last year
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haractet instead of being, as supposed by some people, a ground for relaxation
c bra inw's conditions, ought, on the other hand, to demand stricter business by
of bus et of co-operative principles in addition to ordinary business conditions.
enfznkl'cemthe idea of dispensing with individual shareholders from Central Banks
ibt: 1d ot be ncouraged. On the other band it should be given up for the time
1} .

being. ; v Is the present system of audit of Central Banks sati
3. Question I1.—Is the p Y . anks satis-
f““’g the present system the mechanical audit of Central Banks is cen-

by the Chief Inspector who generally happens to be an Inspector of some
ducted The existing departmental orders requite that the closing of accounts

experienCTBanl;s should be attended to by the Assistant Registrar. If this is
in Cen:: if as he ought to, the Assistant Registrar satisfies himself by a percent-
done a! '

the mechanical check has been properly made by the Chief Inspector,

age test t::t uite satisfied with the present system. The audit should certainly
I shg:l:ldt i: the sole hands of the Chief Inspector.

t
ne 4’ Question I;I. —Whether the departmental control over loan recommen-

not be dispensed with. This question was raised towards the end
dations may o by the Registrar who placed it before a conference of the repre-
of Central Banks. There was a good amount of discussioq in the
:ch the Central Bank representatives gave vent to an expression of
course of W‘_"c .o to sanction loans on the mere recommendation of Unions. I
their dismdmat!on the discussion and was not able to make out what exactly
was present dufmg were due to. In effect their opinigns amounted to this much.
their apprehensions revise the property statements of members annually or with
The unions do nofl‘he union Governing Body members in their desire to help
sufficient care- ook each other's shortcomings and recommend loans.
each other .o Body members do not feel the ;esponsibility in this
ngadequaté manner. The gCeotral Bank Directord should feel
invested is safe not only in their oginion but also in the opinion
. < of the Bank. Having expressed their apprehensions in these and
of the creditors jority of the Central Bank representatives stated that they
similar teﬂlﬂs' a ma e when they granted loans when the Union recommendations
felt themselv )

es *Cur . .
had the support of the Assistant Registrar.
a
As the'Registrar P

ut it, the question is whether in view of the rapid develop-
ement, Central Banks should not hereafter rely more on local

ment of the mov |ves than on Assistant Registrats. For a proper decision
one bas to see what all the conditions are under which the grant
ral Banks can be deemed proper .and secure. Let us first proceed
hat the Assistant Registrar does, on the strength of -
Banks find relief. The Assistant Reg_istrar scrutinizes the loan
:)d the upiod's recommendation .al.1d then proceeds to decide whether
mend the loan or not. In arriving at his decision, the Assistant

sentﬁﬁ?ﬁ

respect i &0
that the money

of loans by
to consider ¥
which Centr®
applicatios® &
he should reco b
StTAT i8 ‘mded y

hat itis ¢
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i. the information available in the society's application and the union's
recommendation :
ii. in the last audit report of the society and any subsequent report of
nspection that may be available: :

) iii his personal knowledge of the affairs of the society andof the business
habits and character ot the Panchayatdars of the society.

Beyond this, he does not do anything; nor is it possible for him to do
anything. So far as item i above s concerned, the Central Bank authorities
possess the same facilities as the Assistant Registrar does. As 'regards
item ii, the Central Bank ought to possess the same facilities also. 1
say ' ought to possess’ because Central Banks are entitled to be furnished
with copies of the audit reports of societies. And if they provide themselves
with copies of these reports, they can refer to them and have equal
facilities with the Assistant Registrar. In another note of mine, in which I have
dealt with the present outlook of the Co-operative movement, I have enumerated
what all matters the auditor should attend to during his audit. If, as it ought to,
the audit report satisfies the requirments of audit, even the most scrupulous and
the most voracious of Central Banks would not desire more information to enable
it to deal with loan applications. Coming to point iii mentioned above, Assistant
Registrars have or should have instructions to furnish Central Banks in due
course of business with anything specially coming to the personal knowledge of
themselves or their Inspectors regarding the work of the society since the lasgt
audit and regarding the business capacity and integrity of Panchayatdars. Under
these conditions Central Banks will find themselves in a position to dispense with
the Assistant Registrar's recommendation.

5. Under Central Banks another question is raised as to what arrangements
should be made for the training of managers of Central Banks. I have answered
this question in my note on Urban Banjs. \What I have said there applies as
regards managers of paid secretaries of Central Banks also. It isvery necessary
that the Manager or the paid Secretary of a Central Bank ought to be competent
for the work. To secure this, as 1 have suggested in my pote on URBAN
BANKS, it is necessary that the Registrar should be enabled to lay down
qualifications for the holders of the post of manager or paid secretary.

URBAN BANKS.

Rao Sahib Mr. T. Srinivasa Rao—Towards the end of last vear the
Registrar placed before a Conference of the representatives of Central Banks
convened by him the (uestion as to the conditions on which urban banks should
be given cash credits by Central Banks for purposes of fiuid resource. Without
proceeding to consider this question, the conference after some discussion
considered that the conditions of the growth and development of urban Banks
should be examined with a view to determine the general principles on which
such societies chonld be conducted and the conditions of giving them cash credit.

URBAN BANKS, o5

Th.e ProYincial Co-operative Union has also raised a number of questions i
connection with the working of urban Bahks. questions in

2. Growth and development. As was graphically described b
representative of one of the Central Banks in the East Coast (Dr. P y th'j
Sitaramayya), certain Town Banks have grown far toc unwield L. Batta.bhl
reason of largeness of strength and largeness of the number of loan: ' th Otf? PS‘
of such banks become unwieldy of efficient management. The b el’ eha airs
to be departed from. Unsound methods of raising finance a.r::7 E:_'WS appen
Loans remain uncollected for long periods, for which there can har:;lso';ed to.
excuse, the members generally being in receipt of monthly income K/[ e any
hardly take any interst in the well-being of the bank, their interest' r e"flbers
ending when after joining the society they have drawn the required loar; actically

The Provincial Co-operative Union enquires whether measures can

devised for connecting the large membership with the directorate Perhnot b'e
may be possible to do this, by increasing the number of directors ax.1d a oting
one or two to be in special charge of a particular ward or wards or streztzo “;m"lg
locality. The Provincial Co-operative Union also suggests whether a coun‘:; '1t e
supervision may not be established to control the directorate. It isalso il of
ed whether a big Urban Bank may not be split intoa number of slnall o
all of them being affiliated to it and each of them being placed in ch societies,
Sub-Committee, which will have authority to sanction, and recover loa: rge Iof a
doubtful of the practical utility of these proposals. s.- lam

3. 1 think the best* way of dealing with big Urban Banks is by starting
number of independent societies for different classes of persons. An );rbal’ lgo a
at the district headquarters includes among its members public ser‘v'mta'n a;]k
persons in receipt of monthly, income, traders, and resideats of other d‘esci" to' o
Taking Public Servants at the district head-quarters, by ther:;p llons.
they would require a number of societies. For instanc; all the R:e ves,
Offices, such as the Collector's Office, the Revenue Divisional (;1:: .
the Taluk Office, these may form one society or even more for the memb g
the establishments. The several Judicial Offices, such as the District érs‘ of
the Sub-Judge's Court, the District Munsiff’s Court, these may form one or ourt,
societies. Then, again, the Police Department with its esprit de corps offeTor?
splendid clientele for a society. The Post Otfice can cither have an inde enj )
society or may tackle itself to any of the other previously mentioned :O . t¢:3.nt
which may happen to be located nearest to it. .Then, there are the Local C;f le;
Offices, and the Municipal Council. The members of these establishments nlxm
have one or more ceparate societies for their benefit. If in the present u baY
banks of unwieldy size, future admission to public servants and future rban
loans to them be stopped, they will be gradually eliminated and will b gral:lt' o
to form separate societies for themselves. The elimination is likely to redo iged
size to manageable proportions and further decentralisation may c educe the
more societies still may be organised, one for Traders, another fos yoch? s;arsglr'

: ) 5
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on re'ceipt of mon.thly income, and so on. [ think this is the best way of reducing
the size of very big urban banks to manageable limits.

4. By reason of unmanageable character, punctuality is rarely inisted upon in
mmmt of instalments of share cavital or instalments of loans. My experience is
that in banksin which punctuality is insisted from the very beginniag members are
moreor less regular. When, however, this insistence is not made in the early career
of the pank and members yet accustomed to repay as they please, lethargy, and
un-business like habits overtake the members and the directors find their task
an up-hill one. The splitting of big urbam banks in the manner suggested above,
would conduce to generate a feeling of co-operation among members, which is
prominently absent in a very big sociaty. Societies of the _proposed kind for
several classes have grmter chances of successful management.

5. ‘The Provincial Co-operative Union quotes the opinion of the Bombay
Registrar fo the effect that the turnover in some Urban Banks is not sufficiently
rapid. In the case of some banks the turn-over may appear-on paper to be rapid
enough ; but the real tumover may not correspond to what it looks to be on
paper. This will be found to be due to book adjustments of overdue loans. In
special cases and for special reasons the renewal of aloan bg book adjustment may
not be opento objection, but to carry on book adjustment in a large number of cases
indiscnminately and without proper reasons is bad. Such a procedure is objec-
tionable in more ways than one. In the first place, the co-operative character of
the loan disappears. A borrowing member is not made to realise that in repay-
ment of a loan the terms agreed upon at the time of borrowing should be acted
up to. lmprovndence and unbunctuality are practically encouraged. Injudicious
loans come tc be granted. A renewed loan presents the appearance of a fresh
loan and wards off coercive processes for recovery, which certainly would
be taken but for the fact of book adjustment, the loan being really older and
overdue for a longer period than it purports to be on its face. Naturally when
with its very coasiderable membership and very considerable number of loans
the management gets unwieldy, renewal bv book adjustment offers itself as an
easy solution. Such adjustments also lead to another evil, viz., the inflation of
the profits. Interest not really eamned 'is treated las collected and earned, and
.appropriated for payment of dividend and honoraria, a course of action which
nullifies the existing orders of Government, as regards the calculation of net-
profits. Further, the annual examination of overdue debts and verification of

assets become very difficult, if not impossible.

6. I quite endorse the Bombay Registrar's opinion quoted by the Provincial
Co-operative Union that it seems difficult for Indian gentlemen in up-country
districts to grasp that big business must imply an efficient, honest, and contented
office establishment. In the case of a big urban bank with a considerable amount
of working capital, for years together, while I held the office of Assistant
Registrar, I did my very best to persuade the directors to employ a competent
Manager bat without success. As to suggestions called for in the matter of
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effecting improvements in this direction, I can only say that in the case of
urban banks which carry on transactions beyond a specified limit, as well as in
the case of Central Banks, the qualifications for the post of Manager or paid
Secretary, should, ynder the authority of a rule issued under the Act, be prescribed
by the Registrar and no one not possessing the prescribed qualifications should be
appointed.

7. Coming now, to the finance of urban banks, Ido nct know, whether any
uniform procedure is observed in several parts of the presidency. Instances are
" not wanting in which applications for, loan, long term as well as short term, are
made by urban banks to the District Central Bank, in the same way as societies
on unlimited li:}.bjlity basis do. And such applications are commplied with. I do
not know how far this is right. I have come to think that as regards issue of
« loans to their members urban banks should be expected to get on with funds
raised by themeelves in the shape of deposits, This would amount to saying that
the extentof their transactions should correspond to the extent to which they
could raise money either in the shape of share capital from members or deposits
from members and non-members. If this principle is right and accepted, it would
have a very wholesome effect on the working of urban banks in that expansion
of their business will not be rendered automatic, as it would be if the District
Central Bank granted loans as in the case of rural societies. An exception may
perhaps have to be made in the case of Public Servants’ Sccieties, provided
members thereof authorise their paymaster to recover their instalments from
their salary and the paymaster agrees to recover and remit the same to the
society, Subject to this kind of exception in the case of societies composed of
" calary-earning Public Servants. I should think that urban banks should be left to
raise funds required for financing their members in the shape of share capital and
deposits.

The system, wherever it obtains, of superseding deposits beariag rates of
interest fixed in the byelaws by a system of contracting borrowings on terms
fixed from time to time, the terms imply_ing a certain*amount of indefiniteness as
tegards the time when the bank will have to repay, should be stopped. For,
under this system the bank happens to repose in a false sense of security.
Large amounts .become liable-to recall at short notice, which the bank may not

.

" be able to meet.

: . Even if the grant-of loans from the District Central Bank for the pur-
pose of the Urban Bank advancing loans to its members be deemed unobjection-
able in principle, the capacity of the District Central Bank to do so will be
restricted, when its working capital is composed mainly or largely of money
borrowed from the Provincial Bank. All money borrowed from the Provincial
Bank, to the actual extent of the borrowings, and the overdraft accommodation
sranted by the Imperial Bank, to the extent of 14 times of the amount
a(\_Commoda.ted. have to be secured with collateral security in the shape of bonds
of unlimited liability societies. Itfollows therefore that an aggregate amount

equivalent to the amount borrowed from the Provincial Bank and 13 times
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fhe.zm‘lo;mt of the overdraft a=co nmodation should be sunk in loans to vnlinited
societies. The money required for the latter parpose shoald come out of the
sh.are capital and deposits. To what is then left out of these two it:ms,
with a further margin set apart thersfrom for grant of loams to dep>-
sitors on  the security of their deposits will be limited, the capa-
city of the District Central Bank in the matter of sparing funds for advance
to Urban Banks. Such limit happens to be very limited in Central Banks
in which deposits are very limited. And from within such limits, ghould
come all money required for the use of urban banks whether for,issue of lowus to
members or as cash credit. . o )

9. Coming to cash credit: Urban banks of a certaia magnitude of business
are required by a rule underthe Act recently issued to maintain fluid resourceto a
prescribed exient. To emable them to comply with this rule, Urban banks would
naturally look to the District Bank for accommodation. The question is, what i3
the limit to which accommodation may*be Riven by the District-Bank. I think the
District Bank may grant cash credit to Urban banks t the extent of the share
capital and Reserve Fund actually invested in the District Bank or to the extent

of 1} times or twice the said amounts.

The grant of such accommodation will havetobs dependent on certrin <peci-
fied conditions as to (1) proper management of the Bank ; (2) prompt realisation
of overdues ; (3) strict’ compliance with byelaws and {4) prohibition of bno'c

4 for special r3asons ; ‘(5) use of the cash

adjustments except in special cases an
credit only for the purpose of repayment of deposits. In order to enible the Cen-
" tral Bank to see that the urban bank complies with these conditions, the urbwn
bank should furnish the Central Bank with periodical reports giving information,
more or less on the lines on which the District Central Bank furnishes monthly
reports to the Provincial Bank.

10. Detailed terms as to the rate of interest chargeable on cish credit, tha
minimum ptoportioh which will have to bear interest, whether drawn or undrawn,
ole., olo,, will bave to be fixed after careful consideration,

11. The Provincial Co-operative Union enquires whether there is any con-
flict of interest between urban . banks and the District Bank, on account of
competitiod for deposits. Competition does exist in places where the Urban Bank
at the district headquarters allows higher rates of interest on borrowings than
those allowed by the District Bank. I do not see how such competition can be
avoided. Either the Urban Bank should be allowed to offer its own rates or be
granted loans by the District Bank for advance of loans to its members. The

former course seems preferable. It will be interesting to know how matters

fare in other parts of the Presidency.

Gl Cooparative Priming Works, Lid. Chimtadrinet, Madras

u\>~‘§

2. LOCAL UNIONS, DISTRICT COUNCILS AND g\ © w22,

PROVINCIAL UNION. *V\

LOCAL SUPERVISING UNIONS AND DISTRICT COUNCILS

~ Mr. T. Srinivasa Rao (Chittoor).—The accounts and affairs of eve

society for the preceding year undergoes thorough overhauling during theaudit t!:y
results of which‘a.re communicated to the society by the Assistant Registra'r o
the shape of two documents, namely (1) “the audit order” and (2) the “revie .
Generally there would mot be much to do with “audit order” beyond seev? :
that it is considered by the general body of the society and that the pancha “‘f
takes the necessary action in regard to the remittance of reserve fund supe!rmi-
sion fund, etr.E: As to the “"review’’ however the matter is different. If ;s itou ‘l'xt
to do, the . Review'' embodies all matters concerning the ad;ninistra.gon
of the society in respect to which action remains to be taken as the
result of the audit, in order that the affairs of the society might be brought
to a state of perfection, that document would at once be an excellent guide in fh

hands of every one who has anything to do with the society, to proceed with hi:
business. The review will of course be addressed to the society and it is th

gociety that has to take the necessary action. Concerned as we now are w't}?
supervision,it will bsfound to be an extremely useful guide in the hands of the unilon
and its supervisor, in that it will enable them to readily know what matters ther

are which await attention. Further, issued as it is by one who is not dire tl‘5
responsible for supervision and based as it is on the result of a thorough over;a Y.
ling of the society's affairs there is a fair amount of gudrantee that it contai .
complete list of matters outstanding or'demanding attention. With a review of“:;'a
kind drawn up and placed in its hands by the Assistant Registrar, the union ha: .
splendid opportunity of correcting mistakes, supplying defects,and omissio:lsa
taking the necessary action on matters calling for action, and thereby placi '
the affairs of the saciety on a satisfactory footing. placie

As all co-operative officials and supervising unions and the District Bank
of this district are aware, a review of this kind was introduced in this di ta_n
two years back. It was issued for the first time in respect of the year 1920ls rzlit
it ‘'was also issued in the succeeding year 1921.—22. The form of the —zh
underwent improvement during 1921 —22 and it has since been further im revle;,
which improvement would be introduced in the review to issue inr proved,
current co-operative year. espect of the

The review is issued in a printed form. E.ch one of several matters which
are common to most societies is reduced to a single particular form or Whlc
pecessary to two or more altemative forms). This way a number of im ere
mattecs relating ta each society is brought under a detailed review and tt?: 2:2:

. A 9
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of the review is rendered possible in respect of all societies in a short time after
the close of the year.
Tl::.:‘;";caview", it will be noticed, deals with several important matters
mentio slow 'and gives instructions as to thd actionto i
of each of them. L oo, O ‘be taken iflrespect
(1) Contribution of share capital to the District Bank A.
52; Collection of overdue instalments cf share capital in the society (B)
3). Overdue instalments of principal and inte iotri :
on the 30th June (C), _ nterest due to the District Bank
(4) Members' overdues to the society under princi e
end of the year (E). principal and interest at the
25; Position of pending suits and decrees awaiting execution (H).
6) Economy or extravagance in the matter of ex ‘
penses ol
(7) Net profit or loss, reserve fund and dividend for the ye::aa;gmem W
(8) Dividend outstanding disbursement (K). .
(9) Miscellaneous remittances due to the District Bank (L)
(10) Election of delegate to the union (M). ‘
(11) Election of delegate to the District Bank (N).
(12) Election of the panchayat of the society (O).
(13) Adoption of latest model by-laws (P).
(14) Revision of property statement (Q).
(15) Amounts held under objection for want of explanation (R)
(16) Variations between the society's accounts and the ﬁnanci’ bank's.
accounts (S). . i
The Review also further sets forth in one view:—
(17) The society’s working for a series of years (A}) |
(18) The net prqﬁt. & loss, reserve fund and dividend for a series of years (J)
These particulars will at ance give an idea as how the society has bee’n.
ting on for a number of years past and will considerably facilitateyfutur "m'
Further the review sets forth:— ' @ action.

(19) The instalments of principal and int i
' ' erest falling d istri
Bank in the coming year together with the dates on whic‘:gth:; :roe ::: lb)IISt(rIl)c)‘
(20) The members’ dues in the coming year (F and G) e

In all these matters the review giyes instructi
ons as to w
be done. hat exactly should

9. A review in the above form cannot . .
To that will have to be added an appendix, prel;::::v :l: :!a:i o be cofnplcted-
all matters of defects, errors, omissions, infringements, etc npt, ;etnng forth
society—in fact all matters disclosed in the audit in l’espect‘;,fp::‘u. l:r to' each
some kind or another has to be taken, basides those appearing i'C action of
portion of the review. . . o the printed

When these numerous matters dealt with in the printed review f
MARUECHpt annexure thereta have been attemded to, it may at :n“ a:.d .::

that' the affairs of the society have well nigh been placed on a satisfactory footi
It may, however, be asked what a union has to do with a review dealing with :!?.
multifarious matters described above. The revisw in question is no doub:
addressed to each society, which it is that has to take action in respéct'lof the
matters ‘_zpentioned therein.  As, however, pointed out to theth at the time
unions are aware that there are a good number of societies in which the 'pé.ncha—'
yatdars will hardly move of their own accord and do the needful ; and that in
actual practice it becomes necessary to bring external pressure to bear upon the
panchayat and that such pressure has necessarily to be supplied by unions whick
nie charged with the duty of supetvision. - : o

It will thus be seen that the review in the form in which it is at presétfé
csued 10 gether,with the proposed addition will give unions and supervisors a
good idea of the work awaiting to be done in each society as the result of
And it is the duty of unions to see that these matters

very /
the pravious year's audit.
are attended to by societies as promptly and as well as possible.

10. These duties, however, appertain to the corrections of mistakes, supply
of omissions, the doing of things left undone and so on, with reference to the
previous year's working. Then there are matters appertaining to the working of
the society during the current year. And these may be‘enumerated as including
‘he following:— | A

among Others t . .
(1) Whether all sums received have been brought into accounts and

ven therefor:

(2) Whether all payments have been properly vouched for:

(3) Whether all loans issued subsequent to the commencement of the
year have been properly sgcured: S . |

() Whether tle socicty ma intains a diary of instalments of - principal
and interest payable by members in the current year:® « .

(5) Whether these instalments are being collected as they fall due:

(6) Whether in

receipts gi

respect of the instalments which have become overdue

hy‘action has been taken towards recovery. 1 ‘
3 %) Whether the District Bank's dues have been paid in proper time: if
, plapation of the panchayat for the failure:

. X . Lo T
not, wh:t l\i/tbl:;er the property statement bas been revised for the current year.
((9)) Whether the Joan, if any, received d}u'ing the current year from the
. . Bank has been disbursed to members without delay. 4
Dustm(::o) Whether each loan disbursed by the society is covered by proper

sanction: L er form and order:
each sanctiont 15 \n prop: .
(11) txz::::: the by-laws have been duly observed: )
(12) W nts appertaining to all outstanding loans are forth-

me!
(13) Whether decu documents are not forthcoming, whether

case Of any loans'

coming: (If i tl?e'l Court of the decision of the Assistant Registrar are available
docre“d;?egbamvcm not, whetbar thg society ig in & position {0 shew somg
iR Fespoct
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proof of a civil suit or a reference to the Assistant Registrar having been
preferred):

(14) Whether at least in a few cases payees’ receipts have been collected
and the entries in accounts compared therewith:

(15) Whether the instalments of share capital are being collected as they
fall due:

(16) Whether the outstanding loans have been read at a general meeting
and whether in this manner or otherwise they have been ascertained to be genuine:

(17) Whether the property 'statement was read at a general assembly and
approved by that body:

(18) Whether any frauds exist:

(19) Whether the cash balance is not produced.

(20) Whether the society keeps heavy cash balance, thereby causing loss to
the society.

(21) Whether remittance to the District Bank is withheld notwithstanding
that money for doing so, in whole or part, is available in shape of cash balance:

(22) Whether any of the prescribed accounts has not been maintained:,

(23) Whether all accounts are duly written up to date-

(24) Whether a forecast of the members’ requirements during the year has
been drawn up and sent to the union for transmission to the District Bank.

Having attended to these and other matters requring attention, the Supervisor

or other union authority may find out:—

(25) Whether members are thrifty:

(26) Whether they have understood the principles of co-operation: and

(27) Whether the society is really conferring any bsneﬁt on members.

11. To the abovementioned duties of a union the following additions will
have to be made as the result of two resolutions passed at a conference ot the
Registrar with selected Assistant Registrars held in the month of October 1922.
One of these resolutions runs as follows: The Conference considers (u) that there
is po objection to upaudited figures furnished by societies being used for the
compilation of statistics for the annual administration report: and (1) that the
statistics referred to in (a) should be furnished by societies and it is the duty of
supervising unions to see that the statistics are fumished.

These statistics to be furnished by unions will be in addition to the three
statements showing Receipts and Disbursements, Profit and Loss, and Assets and
Liabilities which under No. V of the Rules under the Co-operative Societies Act
societies are required to furnish within the 15th of July in each year.

The auditor should when he visits the society ‘for the annua] audit
obtain a certificate from the panchayatdars (or directors) that all outstanding
loans and other assets, according to a list prepared by the auditor and accepted
by the panchayat (or the board of dir-ectors). have been scrutinized and found to
be genuine, properly secured, and reahzable. except assets, which they consider bad
ot doubtful, and which they should specify. This requirement makes it obligatory
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on the part of panchayatdars (or directors® to scrutinize all outstanding loans and
other assets, as standing on the 30th June of each year, with a view to find out
whether they are genuine, properly secured, and realizable, and also to find out
whether any assets are bad or doubtful and if any such exist to specify the sam~.
Unions have to instruct societies in this respect.

An important matter requiring serious consideration by the representatives of
unions and other governing body members thereof is, how best to ensure the
transaction of business in unions in a proper and efficient manner, and in proper
time, so that proper conduct of supervision in the district as a whole may
be assured. At present there is not much effective check over transcaction n-f
business in unions. No doubt the Assistant Registrar writes to unions, but often
some unions do not respond to his requisitions or act up to his instructions, The
result is that there is no guarantee that supervision in the district as a whole is
or will be carried on properly. It is not meant hereby that supervision is not
carried on propetly in all Unions. There are some good unions but their good
work is marred by indifferent work in other unions. Unless the working of «i/
unions reaches a certain standard of efficiency, the work of the District Bank
amo;xg other matters will suffer and in turn the working of the societies financed
by the District Bank will suffer. In justification of these obseryations one need
only draw attention to the present state of collection work in the district asa
whole and to the progress achieved even at this late date in the vear in regard to
attention to review-points, not to speak of other matters. The question then
arises, what should be done to improve matters.

Unions, as union representatives must be aware, are institutions charged with
yery serious responsibilities. The present unsatisfactory state of aflairs is due,
firatly. to some unions ot realizing what all their responsibilities are ; secondly,
to some unions not doing the work, even to the exteént that it is realized, in a
methodical and satisfactory manner, So far as the first mentioned reason is
concerned, an endeavour has been made in this note to give unions a clear idea
of their duties. As regards the second reason also,”ample suggestions have been
made as to methodical and satisfactory transaction of business devolving upon
unions. A clear exposition of duties, and suggestions as to proper discharge
thereof, will not by themselves, however, be sufficient to train unions and bring
their working to the required standard of efficiency. An agency, it will not be
doubted, is wanted which will see to the attainment of ends. Which is this
agency to be—an official or a non-official one? There can only be one, un-
ambiguous, answer to this question and that is : Non-Official Agency.

Just as the District Bank undertakes the financing of societies in the district,
the District Committee must undertake the regulation of supervision work
devolving on unions. In the absence of arrangements to this effect the work of
regulation of supervision will continue in the hands of the official agency, ihe
Assistant Registrar. And so long as this condition lusts there will not be much
prospect of the responsibility for supervision passing into unofficial hands. The
district organization however should not interfere with the inner working of unions

1-(a)



6

but will concern itself with seeing that their working reaches a fair level of
efficiency.

They may meet once or twice in the course of the vear at the district head-
quarters. The duties devolving on the District Committees may be said to be—

. {1) The passing of the budgets received from several unions in the
district.

(2) The reviewing of the working of several unions.

(3) The consideration of the steps to be taken in the matter of pulling
up backward unions ;

(4) To see whether the supervisors employed in unions come up to the
required standard of efficiency ; and .

(5) The consideration of the programme of work for transaction in unions
during the coming year.

The pregent District Committee composed of uttion representatives at one
from each union may form the Board of Directors which may meet three or four
times a vear for consideration of questions of policy or procedure and other
important matters.

It will also be necessary to have a smaller Executive Committee of, say,
three members who may meet every month, to obtain and deal with monthly
progress reports regarding the transaction of busmess in unious and affiliated
societies, in matters relating to collections, loan applications, attention to review
points, etc., and to transmit requisite information to the District Bank or the
Assistant Registrar, as the case may be. (Reprint of Cir. 100. 28-4-2% of the
Assistant Raqistrar, hittoor.)

LLOCAI. UNIONS.

Rao Sahib T. Srinivasa Rao. The first question dealt with in the
questionaire under the head is about the manner in which recommendation of
Joans made by unions should be regulated and improved. I have dealt with this
question in my note on Central Banks. If and when, as suggested inanother note
of mine, the results of audit of every society are communicated in a suitable form
to the society and the union, and when these authorities begin to take the

" pecessary action in the matter and in consequence the working of the society as
well as the union get into proper order, and when again the Central Bank begins
to deal with the loan application in the manner suggested in the note already
referred to, the unions will in due course of time become competent to dea) wigi,
loan applications.

2. It is asked whether the union budgets and appointment of union supervi-
sors should continue to be subject to the approval of the Assistant Registrar. I
another note of mine dealing with the present outlook of the Co-operative move-
ment I have stated that it is »igh time that every district formed a federation of
unions there:n. That federation, I would submit, will be the authority to be
entrusted with these powers , viz., approvior budget estimates of unions and the

3
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appointment of union supetvisors. Instructions of a general kind as regards the
preparation of budget estimate of charges of a union may be laid down by the
provincial Registrar for the guidance of unions and the District federation

The Provincial Registrar may also lay down the minimum general quali ﬁ..
cations to be insisted upon in the case of union supervicors. Until the District
federation comes into existence it may not be possible to dispense with the
approval of the Assistant Registrar in these respects.

3. The questionaire enquires whether a system of inspection of societies by
Governing Body members, with or without payment, may not be possible. This
enquiry may at once be answered in the negative, if the Governing Body mem-
bers are to bear their travelling expenses and batta out of their pockets. [If their
services are to be utilised, they should certainly be paid for. The question s
whether even with such payment we can find men willing to do the business:
The solution 1n this respect cannot be achieved easily or at once, It isonly in
due course of time, with the education of rural people as regatds their responsi-
bilies, that improvement can be attained. ‘

4. Another question raised is whether the funds of unions, composed of the
rate contributed by societies and the rebate granted by the Central Bank, are
sufficient to maintain an efficient staff and to do propaganda work. This ques-
tion is very easy to answer, for it may at once be said that in most unions
the funds are inadequate to meet all these requirements. While this is so, it is
most unfortunate that the existing rate of interest chargeable to members of
primary societies viz.,, 10-15-0 per cent has been, or is being reduced to 9%
per cent. Ihave dealt in another note with the question of the reduction
of the rate of interest from 10-15-0 per cent. In that note I have not taken
note of the claim on union funds for propaganda work. I have failed to mention
in that note that the present rate at which societies contribute to the supervision
fund is inadequate even to maintain a supervisor on adequate salary and to pay
travelling expenses to the president or the secretary and other governing body
members making inspections. 1t goes without saying that the union ﬁnancé
should be strengthened at least to meet all these charges, though not the cost of
propaganda work. If this question is seriously considered, no co-operator would
think of reducing the rate of interest chargeable to members of primary societies
from 10-15-0 per cent, remembering that that rate is by no means 0p1.)ressive as
compared td the rate of interest obtaining in the open market.

5. Still another enquiry is made in the questionaire, namely, whether unions
could undertake the disbursement of loans and remittance of collections of socie=
ties and if so, what would be the financial security for doing so. I think that it
is highly inadvisible that unions should be entrusted with these duties, Iam
aware that in some unions this is being done. I do not know what security
there is for proper conduct of this business. No doubt things may not have gone
wrong so far, but that would be due to the present office bearer or bearers
in the union being persons of unquestionable character and integrity
The undertaking of ftinancial responsibility of this kind by an inStitutior;
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which by its constitution is not competent to do so cannot be said to
b~ business. That a particular person holding office in the union at a particular
time is a person of absolute good character will not be an adequate explanation.
Such person may disappear ftom the union by death or change of residence and
then it will not be possible to put a stop to the system and the union will ind
itself in difficulties. Even with a good office bearer in charge of the business,
some accident such as robberry or theft may happen and money may be lost.
The union as such may not be liable to bear the loss, nor perbaps the society to
which the money belongs. The particular office bearer of the society and the
particular office bearer of the union may become personally liable. Difficulties
may arise in the tixing of respoosibility and recovering the lost money. I for one
do not think that the system can be defended from any standpoint. '

LOCAL UNIONS. .

]

Mr. A, Nagaraja (Villupuram):—1I believe it is the proper function of
the local union to recommend loans to the societies. Local unions, where they are
already well developed and trained should be wholly entrusted with the work
Where 1.ocal Unions are not able to undertake the work now should certainl ba
trained to do this work. The Central Banks cannot by any means take y‘h
work of assessing the credit of secieties. Till the unions are trained to dup the
work, the Government agency should recommend the loans to the societitso °

Already great latitude is being allowed by the Assistant Registrars with
reference to these in various unions. We are already aware of certain rs wi
which bave been allowed to do these functions themselves. Assistant Reg'umonf
approval has almost become a formality in sach cases. \Where unj lstrarls
to o these properly and efficiently they ought to be allowed tn d 'OES are able
selves. But to eliminate the official merely out of sentiment i no: t &:le .them.
the movement. There is no barm in allowing for the approval of thcon lucive to
the Assistant Registrar. Much depends upon the personnel on both e;e items by
own union such items are a mere formality and we have not cased sides. .In our
provision in the by-laws requesting such approval . red to rescind the

The societies in our own union have been grouped into twos and th q
each group is entrusted to a governing body member, There is oot rees an
culty i inducing a governing body member to take charge of .much diffi-
societies which they are expected to visit say oncea quarter. M wo OIT three
papers anl references such as loan applications efe,, conCemi.ng theauwhllc.? f\ll
are made to pass through then or referred to them. Inspection r oo seclenies
socicties of the Supervisors are also sent to them for iuformatio:p:;:: ::m::i:

it necessary:
If the timinces of a union are poor, I will recommend the | )
creased rates of supervision fund, say from 4 to 1 per cent evy of in-

In our own district we are trying to see if we cannot balan
. . [ 1
with another umon through the District Council of Supervision e oufr union

Ty

DISBURSEMENT OF LOANS,

The unions ought not to undertake the disbursement of loans to the
societies, 85 this is sure to wea.k.et? 'the societies’ individuality. Societies ought
to be made to feel their responsibility and power. In our own district, remit-
{ances afe made through Urban Banks at Taluk Headquarters which are the

ts to the Central Bank. These transmitting agents are allowed -

transmitting agen . .
credit accommodation from the Central Banks. This system is fairly suc-
cessfuls Local Unions need not function for this purpose.

LOAN DISBURSEMENT.

Mr. Vasuleva Rao (Coim!)atore District Bank).—Loan recommend-
ation by the Unions ‘must be 1nsxsFed on as in its absence the Bank Directors
haye 0O MEans of judging the propriety of granting loans by societies out of the
loan applied for oD behalf of the members who are not known to the Directorate
of the Bank. .

I think itisa mistake to make‘ the Unxons di?burse loans or remit collection
to the Baek in the absgnce of hna.nc?a.l security. The present system may
continue of societies gett_mg Qaymfsnt éxrect from the Bank and making remit-
rances di rect. Itis sufficient if intimation be sent to the Union as is being done

now.

INSPECTORS-

Rao Bahadur A. Vedachala Iyer:—The Inspectors have to ba trained
ork and have to be more competent to undertake supervision, audit and
o tration. The Govemn.lent have not introduced systematised training
admi for them and the selection of men for such posts is made more on com-
Classe]sbasis than on the basis of qualifications. Until these are improved, there
fnuna of blaming the Inspectors for not doing any work other than audit. No
is nzo ‘:;epe 4 form need be prescribed for sending reports.
ter
s FREEDOM FOR LOCAL UNIONS.

local unions should be trained to do supervision work as well as admini-
overnment stafl should do audit work. The local unions should lay
licy in the working of primary societies with no interference by the
taff but the reverse is the present position.

re the non-interven.tiOn of the Assistant Registrar in the work-
be Unions O societies except in regard to credit. At any rate this is the
pe worked up to-
jons should be made to stand on their own legs. They suffer
dge. District Banks can undertake the work of educating
ugh District Councils.

for their W

stration: G
down the po

Government $
I should sect

ing of t

ideal to
The local v
of kno wle

them directly O throdg® == Federati
| Unions and District Federations ought to have the final power in

. ts and appointng Supervisars.
. their budge :
passing
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Governing body members can be trained and made to undertake the work of
inspection even oD payment of T. A or otherwise.

Unions can bave sufficient funds if they get expanded transactions and this
can be secured if they are made efficient. District Banks can help them to &

very large extent. .
Local Unions need not serveas agents in remitting collections. Any co-opera”
tive society in the union can undertake the work with financial responsibility.

1. ORGANISTION.

K. Seshacharlu (Punganur). The organization and starting of Primary
Credit Societies may be Jeft entirely in the hands of local Uniens. The Presi-
dents of the Unions being men on the spot can have better knowledge regarding
the locality and are fit persons for conducting the work of the Societies in their
local Union area, than the paid inspector who is Dot expected to know anything
about the locality, and much less about the persons living therein. Competent
persons, willing to do the honorary work in good earnest, may be available in
all Unions and as far as my knowledge goes, 1 find that all the Union Presidents
in the Chittoor District are willing workers, having enough knowledge to be
trusted to organize and start a Credit Society.

1. LOAN RECOMMENDATIONS.

Depanmental Control over loans to be recommended to the District Banks
by the local unions is no more necessary in Districts where we bave the District
Councils or District Committees of Union representatives. These bodies regulate

cion i ner that the work in the union becomes efBicient. Even
f:p;;‘:o:,:,:;uc:;x:rum; no District Committees, the work of the Assistant
Registrar in recommending Joans seems to be simply to see whether there are
any clerical errors of the like in the loan n?plications ret?owm.ended by the
Governing body members of unions. These, beu:n'g. persons living in the area of
the same Revenu® Taluk bave several opportunities to knowy .the_ membhers in
their union area persanally, and at least one of them will be liviug in the neigh-
bourhood of the Society applying for loans. Thers are generally not more than
30 Societies in @ union and we have generally 5 Governing Body members
yeattered throughout the whole union area, and generally we elect a Governing
5or 6 Societies working near each other, and as

member for every
such he is better acquainted with the locality and persons applying for loans.

In the place of the Assistant Registrar, I would suggest that the Governing
Body member living in the neighbourhood of the Society applying lowns may be
asked by the union to verify the loan application, and then sanction the loan. This
does not take much time, as in out experience we find a lot of delay in getting
the recommendation of the Assistant Registrar.

3. UNION BUDGET.
s where we have District Committees of Union Representatives or

In place tees of
the budget for the whole District is prepared by that body

District Councils,
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taking into consideration the neais of eac ; .. )
will also make provision for inspecting th ehS:)occi::i‘:z.m::‘; tllx)e‘s(t;r;ct Cf?mmattee
members of the Unions and other biz Societies where the union Suvex;x;l'ng l;ody
himself not up to the mark by appointing a District Supervisor Inzecl:slo)lt triuds
the appointments are also to be made by the District Commi.t tons u H istricts
budgets and the appointments of the Supervisors may be entirel le: e
hands of District Committes, and the powers may be withdrawn from ti At s e
Registrar. The Government has banded over the supervision of C:. sSlSta.,nt
Societies to non-oificial hand, and as such, they are the best persons to operative
budgets and pick up the Supervisor, than the Assistant Registrar, pass the

4. UNION FINANCE,

The Supervision fund collected from Societies and the rebate from th
financing Banks are not sufficient for maintaining an efficient staff and do tltx :
propaganda work. 1 propose to make the following suggestion to m brother
Co-operators in the Presidency and if it needs their approval the GOiemo er
may be moved in the matter by means of a resolution of the Prov'm‘?nt
Conference. The Government is now spending some amount on H incial
Assistant Ragistrars, According to the Administration report of 1921_;;°mry
have 211 Unions and 61 Honorary Assistant Registrars. There is nothi h'We
thesa o Ticers do, which the union Presidents cannot do. The duties of t:g w Ecb
embrace all the work that is now done by the Honorary Assistant Regist: ‘ and
even more. Arbitration references under Rule XIV of the rules framed un?ir' T}:d
Co-operative Societies’ Act are also referred to Union Presidents who ar: oot
Honorary Assistant Registrars, and I am one of them. The Union President EOt
the Supervisor under him to help him, and is always in better touch with t§5
Co-operative wotk than an Honorary Assistant Registrar who is not hi e
Upion President or Secretary. ho ‘.mself a

There is no likelihood'of appointing as many Honorary Assistant Registrars
as there are unions and as such, I would recommend the Government placin aw.t
the disposal of the District Committees of Union Representatives, the amg at
they are spending on the Hoporary Assistant Registrars in each bistrict ound
refer arbitrations to the Union Presidents for disposal and make tbem d. a;;
werk now done by the-Honorary Assistant Registrars. By so doing the ot
butions from the Government will greatly help these unions to turn o tcl‘::trh
work. ut better

5. INSPECTION.

Most of the Governing Body members are in a par with the Co-operative
Inspector or Super.isor in general knowledge. With a little training, I think
they can inspect Societies and now, the inspection in my District is do'ne b th.
Union President, or if he does not find time, by the Secretary, and the Govers;n e
Body members attend to the collection work in Societies in “their neighbourho :dg
All the Societies in a union may be grouped and the representative of that gro .
in the Governing Body may be made to inspect them. By so dding the cog P
inspection Thay not be much. st of
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: LOCAL UNIONS.

R. G. Nallakuttalam Pillai :—The work of organisation of societies is
even now done by Local Unions, It may no: be advisable to bave it restricted
to them alone. There are large areas not covered by any Union. All Local
Unions may not be enthusiastic about the organisation of new societies and many
of them may not interest themselves at all in the matter.

No hard and fast rule can be laid down in the matter of freedom for unions
recommending loans. Approval of the Assistant Registrar may be dispensed
with in the cace of such of the Local Unions as are compact and have on its
Governing Body people who realise their responsibility in the matter. No union
can, | think, manage properly more than twenty-five societies and a lakb of
rupees transactions. It may not be also advisable to have societies spread over
a radius of more than 10 miles from the Union Headquarters.

The appointment of supervisors must be with t

Other wise even unqualified and useless men may be appointed as supervisors. T'hus
n the Governing Body. Each Governing

s may like to have

he Assistant Registrar.

may yive also some cause for friction i
Body member however idealistic he may b: in other respect
his nomine= appointed when there is a vacancy.

[nspection by Governing Body members is done
Such inspections cannot for obvious reasons be regu
results. They may be in the beginning ol
Body member than to the society. Supert
fore be dispensed with at any stage of the movement.

e ——

Mr. C. Ranganatha lyengar, (Gooty).—The Inspectors at present do
double work : propaganda and auditing. These should be replaced by two sets of
people, with. suitable qualification for the two kinds of work. ¢ '

Local Unions are 100 little a body to be ent custed ?vitb this work. An
enthusiastic non-official should be given facilities to tour with the co-operative
inspector to lecture. The cost should be borne by the vae.rnment. A school
for training supervisors should be held periodically in the District Headquarters.
The clerks in primary societies and the supervisors should be frequently inter-

changed. . o
n of loans for primary societies, the opinions

*  In the matter of recommendatio :
of the Local Union chould not be final. It 1s better that the lending society
deputes an impartial Director to inspect the accounts of the borrowing society

and the opinion of the Assistant Registar should invariably count 75 per cent,

For some years at Jeast, the Union should not be entrusted with any kind of
ecommendatory over the societies. The Department is increasing
direction more rapidly than in the vertical direction. It has not
Things are done in haste and T fear that if they go nn at
There must he a strong foundation.

even now in some unions.
lar and produce uniform
f elucative value more to the Governing
ision by a regular staff cannot there-

power unless r
ina horizontal
yet become efficient.
this rate, 2 crash will result.

M. Venkoba Sastri (Adoni) :—Tae Local Unions might be educated

and strengthened in huma

n resources so that they might be vigilant in maintain-
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ieg a high standard of efficiency of the societi )
trained and .regula.ted in their work through th;eg{:str?sdél u;};?llsr ;::m:ﬁe Da..nd be
Banl.{s. It 18 mecessary that the powers of the Assistant Registrar eh istrict
continued m'th regard to the approval of Union Budget sta:e should be
rocommmd.atmn of sumimm. It is not possible new at presentm:q: and
system of inspection entirely by Governing Body members it , to ave a
myments for the same. The Unions are now financed by societie 4: without
sumon fund ?,nd rebate by District Banks and this is hardly s. ﬂs{ way of
maintain an e(.ﬁment staff and do other propaganda work. It is ass’:ud cient to
Govenfment.md by way of grant or subsidy may be sought for 1de that the
accordingly in the matter. Organisation of societies may be ta;l nd addressed
Local Unions wich the help of supervisors attached to them Cen up by the
may not be consulted in this respect. . Central Banks

The total number of societies that are likely |
t ely to b i
in consultation with the District Bank. 7 10 Do crganised may be done

r———

LOCAL UNIONS,

Messrs, Ananta Rao, Shiva Rao and Venugopal R
outline has been given of the system in force in this Dis:" ; a0 :
loans to the societies from the Central Bank vids note un.de:lc; r?r t .
page 37. That system gives a voice to the Unions as well ag tlma;_v So<:.1eties
Registrar in the sanction of loans, and also prevents und : the Assistant
affords some sort of check against the inefficiency of unions ue delay. It thus

by the Central Bani through a separate pai :
g - paid staff
view of the existence of a supervising staff alriadg;eez:inﬁgg

co-operative bodibs. Duplication of staff may also increa
several Central Banks may not be able to afford. Educati se
as of societies’ office bearers can under present circumsta,:::
thtou.gh free and frank discussion such as will take place :u i i

meetings attended also by the Hony. Assistant Registrar: r:ing union general
of the Central Bank or the District Council of Supeﬂ'isioﬂs and representatives

T?e final power of the Assistant Registrars over union budgets and i
ment o su.p'ervlsors 1s not necessary especially when there is a Distr appoint-
of Supervision. istrict Council
It is possible for union governing body
o members to | - .
are near tt;:" beadquarters. They have been inspectinngsp(:-,:;:ii::)i:::en.e s which
Ka..nara. . o payment is usually made therefor, but actua] ex s in South
paid sometimes when desired. penses have to be
It.does :.mt 'seem to us that the funds collected b
supervision contributions and the Central Bank rebate
p.urposes. But it cannot be said that the pay allowed to su i ;
cient. {\s yenrsdf;)ll, the volume of business transacted by eac‘i)lers?cs-ofs is 'sufﬁ.
on swalling steadily and the transactions of the Central B k lety. will go
2 p ank also will go op

—A rough
he grant of

Direct inspection
er unnecessary in
ed by non-officia]
expenditure which
of Unions’ as well
be imparted only

Yy the Uniong through -~
do not suffice for their
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increasing. This can only result in enhancing the® income of the unions also.
The question of giving grants to aid weak unmions from the Provincial
Funds by the Government out of the savings effected by the impending retrench.

ment in the Department may also be considered so as to maintain an efficient
staff of supervisors.

Unions can undertake the disbursement of loans and the remittance of
collections. but union clerks are nowhere paid on an adequate scale. and as the
business develops, it is likely to weigh somewhatheavily upon them. The ques-
tion of financial security does not seem to us to be of much practical importance,
inasmuch as the turnover of the business will be comparatively very quick. The
union can also easily open a current account with the Kasba society and pass all
amounts through such account. It has however been found by Actual experience
in South Kanara that the transactions assume rather large proportions after a
time, and on this account it would seem that the staff of the Kasba society will
be better able to deal with it than the staff of the Union. Where there is a good

Kasba society it would be better therefore to assign to it the work.

S. T. Venkatachala lyengar Sulur : —The inspectors whenever they
come to a society barely stay even fora day. They hardly instruct the societies on
co-operative matters. If they work with enthusiasm, calling for General Body
meetings and educating them and reconciling parties in a village, great good will
result. Some inspectors themselves take sides. Without doing so, they should
stay at the society for at least 2 days and calla general body meeting.

One of the ways of educating the Governing Body members is they should
be put ou inspection work, and asked to write reports. These reports should
be submitted to the Assistant Registrars. They should make informing and

instructive comments on them and such comments will greatly benetit these
members and train them in inspectorial work. ¢

At present the powers of the Assistant Registrars over the Unions should not
be transferred to the latter.

NON-OFFICIAL CONTROL OF THE MOVEMENT,

Messrs. M. Ananta Rao, Shiva Rao and Venugopal Rao,—1It cannot

be said in this Presidency that Inspectors do not find it necessary to do a bit of
accounting work off and on in societies.

Account keeping in societies is yet far
off from perfect.

The reasons of course are general ndifference and want of
educational equipment. Training classes for office-bearers of societies may be
somewhat of a remedy, but it may not go so far as to cure the indifference also.

The mere writing of inspection reports in any particular way may not have
any direct bearing upon training societies for any purposes, but remarks made in
the reports may setve to draw the attention of societies to particular ponts to
which they may be expected todevote greater attention therealfter. Set forms may
also be useful in rivetting the attention of Inspectors and Supervisors on to

15

important matters, so that they may not omit to attend to them by oversight in

the course of the inspection. It is desirable therefore to have set forms for

inspection reports of supervisors also as there are for those of Inspectors.

The District Council of Supetvision, where it exists, or, where no institution
exists, the District Central Bank, may send a representative or two of its own to
unions on the occasion of their general meetings, and such representatives as well
as the Assistant Registrar can informally discuss with those present matters relating
to the principles and the working of the societies. Formal lectures may not prove
very useful, or at least so useful as informal conversations at which societies' men
enter freely into the discussions without any shyness or reserve.

This does not
usually happen in the case of formal ‘lectures’.

The District Couucil of Supervision selects candidates for supervisorships
and puts them through a three months’ course of training which consists
of (i) Office work in the Assistant Registrar’s Office for two weeks, (i) learning
work in the Central Bank Office for two months, learning work in the office of
a Supervising Union for two weeks, (iv) learning work for two weeks in the office
of a rural primary society with a comparatively large volume of transactions, {v)
touring with the Assistant Registrar for two weeks and {vi) touring with the

Inspector for two weeks {12 weeks in all).

This is the system obtaining in South
Canara.

Candidates are selected from applications received from time to time
with or without advertisements. No difficulty has so far been experienced in
getting holders of S, S. L. C.’s. An examination has also been instituted for super-
visors and all are required to pass it as a condition precedent to confirmation.
Certificates are issued to the candidates who pass the examination. It cannot
of course be said that this system leaves nothing to be desired, but it is only an
institution like the Provincial Union that can devise a comprehensive scheme of
traiding so as to be applicable to the whole Presidency.

Powers of Assistant Registrars come conveniently to be classified under the
following broad heads:—(i) organisation, (i) Registration, (iii) Inspection and
inquiry under sections 35 and 36, (iv) Audit, (v) Atbitration, {vi)*Concellation of
registration and {vii) Liquidation. Nos. 1, iii,and v can very well be assigned to

unions. In respect of ii and vi the practice of consulting unions on every occasion
may be very weli be introduced and followed.

ORGANIZATION.

Mr. K. V. Raghavachari (Nellore) I think the organization of credit
societies may be handed over to Local Unions. It has to be done gradually. To
start with, experimentally some select unions which have experienced co-obera-
tore in their Management, may be given the work of organizing new societies
The Panchayatdars of the Union who live nearest to the village where a society
is to be formed may interest themselves in acquainting themselves with the
conditions of the village when one is to be started, Through them the Local

Unions may be acquainted with the actual affairs of the village and if the Union
is satisfied, a society may be organised.
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TRAINING OF CO-OPERATORS.

. should be a course of lectures to which all the office-bearers of the
societies and unions may be required to attend. Experienced co-operators who
either officially or non-officially had knowledge of the working of societies of
unions may be requested to deliver such lectures. They may be paid such
remuneration and travelling allowances as funds may permit and the status of
the lecturer may demand. The funds should be contributed by Financing Banks
and Local Unions. As these institutions may not be able to find all the money
required, the Government should also grant some subsidies which may gradually
be withdrawn when the Financing Banks bave grown strong enough, to under-
- take the burden entirely.

The recruitment of Supervisors should be digect from am.ong candidates
who may have passed at least the School Final and passed examination in
accounts and Manuals of Co-operation such as Hemingway's Manual. They
should be required to attend lectures suggested above and undergo pmactical
training-for at least 3 months under experienced Inspectors. Selection should be
made only from among such candidates.

MORE PQWERS TO UNIONS.

The power of recommending loans to societies, organisation of societies
and supervision may be transferred to Local Unions, Supervision must be ex-
ercised by Assistant Registrars also to a large extent. Until the Societies and
Banks are able to engage certified auditors, the audit must be necessarily
done by the Assistant Registrars.

I do not think that the appointment of supervisors should be done by the
Asst. Registrars. It should be left to the Management of the Unions who have
to pay control and get work done by the supervisors,

The inspection of societies should be done by the governing body members
without any remuneration. They must be paid their Travelling expenses. The
governing body should endeavour to elect such members as may bave inclination
and interest in the Co-operative movement.

FUNDS.
. It seems to me that a small percentage of the net profits of each society
afliliated to the Union may be set apart for contribution to the supervision fund.
The Central Banks which can afford to save something after paying the maximum
dividend may from time to time be requested to contribute an additional sum
towards the supervision fund.
\d FINANCIAL RESPONSIBILITY.

1 do not like to burden the Union with this respousible work. The Financing
Barnks and the repaying socisties may not be willing to pass money to their hand
as they may feel that there will be no security for tbcumonoymtbm'h
the Unions. The financial responsibility is too much for the Unions to undertake.

adut———

" memb.
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HONORARY ASSISTANT REGISTRARS.

Mr. T.V. Kuppusamiah (Tindivanan.:).—lf t.he Registrar happens to be

diating force to direct the three (Co-operative, Agriculture and Industry) into
ar ol without separate heads for them and with only personal assistants
one Cba:,d if the co-operative department also is divided into 4 or 5 circles and
fot: him . uu:twm"s posted for each circle, the Honorary Assistant Registrar’s
"""?\"".u thent become very conspicuous. It will not then become a patron-
position ‘:utod to a hanger-on by the donor. It will then be given to the man
ago-distff taste, talent and tact and who must be held at least morally res-
“"i'.':km;:}he'ﬁcb' working of the movement. Under the system of a chain of
. pervisors the continuance of inspectors are unnecessary except for
tmlf”d mk The central banking and supervising union, as it will then be
audit wor .dditioﬂ to its own supervision, will derive its information through
called, o % Assistant Registrars also. These must be provided with a peon
the Honorary banda travelling allowance in the scale provided for paid Assistant
anda cleck ?:"fs ensagh if each district is given 2 Honorary Assistant Registrars,
Registrars- lemént so much of public money will be saved as several Alssistant
By t'h::;::: inspectors will be reversed to their old appointments. There will
Regis :

ror ent on one side and improvement gn the other.
be retrenchm -

INSPECTORS.
Mr.Jd Kﬁ,h,murthi' Rao.—The staff of Inspectors are generally
. t to properly organize societies. It should be solely confined to the
incompetenl Inspectors, trained Honorary Assistant Registrars and Assistant
staff of ChldTbe inspectors should be able to devote more time in periodical
Registrars-  societies and thoroughly be given directions for drawing up their
inﬂl’,“t.‘ono rts. They should see that the loans are properly disbursed to
inspection ra:o ro.pet documents are taken from each member. They should
e .‘ors 3? : into any misbehaviour of the Panchayatdars in the matter of
fully investiga 1 ish out any false, fraudulent or nominal loans. If the loans

: an
Srant}ng l?:::e Jesming prior dzbts, they should see that the redeemed bonds are .
are 8!301;‘0“ the creitors. They should classify short term and long terra loans
secure h

hich the loans are sanctioned, and note overdues and the
noting the pMW;£:; :;ould be specially careful in dealing with loans taken
causes therefor. tdars -of primary societies. They should at the time of final
by the Pancbay':“ 4 property statemeats and note any accretion or depreciation
audit.procuw::m property of the members. Entrusting different functions to
in the val::‘:o! wi th respect to a large number of societies will much handjcap

ae inspe

:l”ir work.

DISTRIC

T COUNCILS AND THE PROVINCIAL UNION.

Babadur A. Vedachalayar.—Ths present finance of the Provincial
~ Rao s upon the contribution given by primary societies as an equivalent
Upion 3:}):: ; the Bulletin and other publications, and upon the subscription
to the
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realiced by the sale of Bulletin to others. This is barely sufficient to run the
machinery of the publication of the Bulletin and there is very little available for
propaganda and educational work. All the primary societies do not make the
contribution and the Provincial Union has no means of bringing aboat this except
through the Department which at present is doing something towards the achieve-
ment of the object. Co-operators in+each District should have.a standing
committee in each District to look atter the Co-operative movement whether it is
by a federation of local unions or other primary societies and District Bank. This
committee should secure adequate financial support from the co-operative
_ institutions and should make arrangement for co-operative propaganda and

education. The District Federation should maintain the Provincial Union and
arrange for the co-ordination of the activities of the District Federations. Until this
is done, the Government should give a subsidy to maintain the Provincial Union.
1 should advocate going to the co-operators for help and not to the Government
as there is better chance of success with the former than with the latter and as
the latter’s help will give very little freedom to the Provincial Union to be a free
unfettered exponent of nom-official opinion and wishes in the regulation of the

movement.

District Federatinus do not gome into existence as rapidly as ome would
wish owing to the abseuce of education to the co-operators about the utility of
such Federations.

[ can frankly say that Government took up the work of promulgating the
utility of co-operative credit societies and converting money lending operations
into a co-operative concern. This money lending question is easily under-
stond by the people and they have come into the fold. Government has
pot recruited administrators  or experts in co-operation, commerce and
finance and they have no vision as to how to educate the people
to undertake co-operative activities on their own shoulders. Knowledge creates
desire and desire stirs up mental activities for gratitication, self-help, and self-
improvement. Such a desire will open out various ways for accomplishing it.
Either Government must educate co-operators or the people must federate them-
selves and do it even though they will have to tax themselves to some extent.
Honorary service has its own limitations such as inefficiency and absence of
continuity. Paid non-official agencies will solve the problem.

ENQUIRY AND PROPOGANDA.

An economic enquiry committee should be instituted in each District by co-
operators for the purpose of investigating the possibilities of advancement of
agricultuml industry, studying the extent of indebtedness, the arrangements
obtaining at present for the supply of funds, implements, manure, seeds, et¢., and
the arrangements in forceé for the sale of agricultural produce. It should also
enquire into the nature and extent of subsidiary industries for the benefit of agri-
culturists and of other rural industries, such as Weaving. It should also find
out how far the existing cocieties have benefited the members and whether any
and what causes have retarded their progress and sketch out the lines of
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co-operative organisation on which efforts should be directed in the immedi

fl}ture. It 'should arrange for an activz propaganda in all Taluq cent ” .late
view to enlista few public spirited workers who would spread ﬂ? k tesl h 2
the principles of co-operation among the villagers. © knowledge of

Thz movement is mainly, if not purely, a popular and democratic move-

ment and unless the people are trained and educated to a sense of their right

. . age, . S

an responsibilities, they cannot go very far in the attainment of the ideal

aimed at by the movement. e
RAISE THE MEN.

The Provincial Union and the District Federations should aim'at produci
large bod'y of persons equipped with knowledge in the theory and practi e
co-operation. The teaching in co-gperation should be practical anIc,l klcf >
f:onstantly. The pivot of the co-operative credit movement on which theep ‘;{P
ing of rural societies really depends, isthe personnel of the mana eW°1' i
The ru'ra.l population isnot advanced in education and the membersgofmirll)t.
managing committee are guided by the secretaries who are the life and soul ?
th'e movement. Success always centres round the efficiency of those entr tod
with the task of actual administration ; well trained secretaries sho l:lsg
entertained by the societiess Such secretaries should be trained to loo‘]i ;
themselves as social workers and volunteers of the co-operative movement e

The non-official organisation is weak in this respect and. thi
defect should be remedied soon by bringing into existence District Federati "
to carry out the above objects, and by strengthening the position of such Fedonf
ations, and by the Provincial Union co-ordinating the activities of Diste'r
Federations and Local Unions. This step proposed is urgent as the co-oper tr ve
movement has not succeeded in supplanting the money lender to-any appfec? ll)‘l,e
extent or in stimulating agricultural development or land improvement i
relieving appreciably the burden of rural indebtedness. o

EDUCATION IN CO-OPERATION.

. Rev. H. A. Pf’pley,——l_ I should like to propose that the Provincial
Union should definitely take up the question of educating the co-operators i
co-operative theories and practice. A great many of our co-operators know s in
little about the matter. Many of them have not got the means of finding very
others need stimulating in order to take up the subject. I suggest therefo: T:;t,
this educational work should be carried on along iwo lines, (a) Propa ; that
perhaps it may be better called tutorial methods. I suggest that thep g:: a, -o:.
Union office should function as a kind of tutorial agency arranging to ertllcla
questions, send out information regarding good books, gettinZ‘ n:en' liip y Dto
Matthai and others to write short papers on co-operative subjects, and cir .;3 Dr.
them and in this way to diffuse a knowlelze of co-operative prinn', | culating
this work should be in the vernacular. ciples. Much of

(® I[frop95e also that the Provincial Union should atrange to hold
yearly examination and award certificates.” The candidates shou?d be divideg
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it two classes, elementary and alvanced. The elementary group should deat
with simple co-operative principles and history, prescribing books like that of

Strickland and Wolfe. The advanced group should deal with subjects like eo-
operative banking, land mortgages, housing and more advanced forms of co-opera-

tion.

The District Union and Central banks could be utilised for carrying ost
thess examinations.

If this programme were brought into operation slowly and carefully and
certificates were only granted to people who really showed knowledge of the
subject matter, they would in time come to have a distinct valus. Apart from
that I believe that the whole co-operative movement depeads for its future pro-
gress upon a thorough system of education ingco-operative work and the Provincial
Union is the body to take this up.

2. 1 should also like to recommend that the Provincial Conference shoula
urge upon all co-operative societies to develop adult education through the co-
operative movement. One of the greatest needs of the country to-day is the
development of adult education along the following lines.

(a) Increase of literacy among the adult population.
{b) Lectures and lantern lectures on such subjects as hygeine, sanitation,

history, agricultural methods, geography and so on. Each district should
organise in connection with its co-operative union an adult education association

and endeavour to establish bit by bit in connection with all oo-operative socie-
ties adult education classes. I believe that in the Punjab a great deal bas been
done along these lines. The Punjab government has just issued an order on the
whole question of adult education which might be published in the Co-operative

Bulletin,
1 believe these are two important matters which the Provincial Union ought

to take up.

LOCAL UNIONS AND THIER CONSTITUENTS.

Mr. K. G. Sivaswamy :—The organization of Local Unions has been
done iu this Presidency on the basis of high ideals. The democratic priuciple in
co-operation that borrowers should pool their credit and borrow, but yet
preserying their self-respect, that they should discipline themselves in business

Jabits not through any extraneous agency, but out of self-volition, that inspec-
tion from outside takes away the free will to evolve oneself and societies should

supetvise themselves, expose their own defects, which always demands more
moral courage than a proclamation of one's virtues it is on this basis that
Local Unions have besn started.

The Local Union gathers power not by supplying any material needs to its
members but by its standing for virgin co-operative principles. It has no penal
powers to enforce business and honest dealings, but the fear of disaffiliation. of
removal from the sanctum of high ideals, should bind the societies ta the Union.
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The best society representatives form a body whose voice com.nands res})ect
owing to their high moral character as related to public life. A Local Union
being the meeting plzce of the finest rural human resources, guides by example
and not precept alone. Fear of disaffiliation, consequent  public disapproval in
the locality, and a sense of shame should make even the recalcitrant societies to

rise above their lower nature.

A Local Union is the embodiment of co-operative principles.
interest binils the society to the Union, Tuz2 byvlaws are based on such enno-
bling principles, but what is the practice? The Local Unicn has no moral power
because the societies have not become a vital part of rural life. Its mission iy
the spread of co-aperative principles under its vigilant guidance preventing all
infringements fron the principles. A Local Union should see that societies
function for all the members, the whole village join them, that the Panchayat
and the members use the society for honest life-purposes, that the society
is trained to serve all aspects of economic interests., It is said that
Local Unions do mnot realize their financial responsibility to the
Co-operative Banks. But have they been started to be the collecting agents
of Central Banks? The latter function is secondary arising out of the duty of
watching co-operative societies in compact areas from falling into lower
temptations, and raising them to act in the tr.e co-operative spirit. It is the
societies that should be educated and made straight to walk on the narrow path
of clean and pure living. But they have been told that they have signed the
application to get loans of Rs. 50 an every Re. 1 paid. - An immense boon for a
small commission ! Their duties have to be insisted on. But where is the time
when sacieties have to be made to order? Or rather men are so poorly initiated
in the high principle of a co-operative life ? When societies have been registered,
they must live. Property statements should be written, loan applications prepared,
ledger postings finished, and, to boot, figures supplied for the annual reports. A
society cannot do these. Then appoint a supervisor not for educating societies
but bringing up to date the accounts and doing the other clerical work But the
societies cannot command sufficient supsrvision fund. ® Then start a few more
societies, not because anybody required them, but because the supervision fund
should be increased. Societies have increased ; then split them into a few unions,
and if the latter are wanting in number to maintain a supervisor, increase the
sacigties. Then again, the loans of central Banks should be collected, the super-
visor should work incessantly during certain months doing the collection work of
the society. When he gets breathing space, he should prepare the accounts before- .

hand ready for audit.

What then is a Local Union? It isat best the accountant of artificially
stimulate | societies, whose administrative business has been transferrsd to them
from the Department, their author ; at best, it is a central Bank agency for rec-
ommending loans and collecting overdues; at best it facilitates arbitration work
of the Department : The inspection reports of a supervisor mention only these
points and nothing else. It speaks nota word of how many Panchayats have

3

Common



22

understood the principles and the byelaws. how many bayve understood the
prepamation of property statements and loan applications, how many
understand to prepare the audit and administration figures, how they
have been putin the way, whether loans are sanctioned for purposes truly
co-operative, how they are utilized, how the society functions for the village, the
difficulties of the ryots, their needs, their education and training in co-operative
undertakings, not a word about all these which form the real work of a Local
Union. The teachers have to be educated. That is the real problem.

.
TRAINING OF LOCAL UNIONS AND SUPERVISORS.

The fact is that the rural average has not been rmaised. Mechanical regis-
tration of unions is by no means a difficult task. Somebody should discover
the Man in the society. Enthusiastic propaganda may. Then federate the unions
in the District and try to get the right co-operators useful for all unions. The
working of a district union purely as an advisory and educative body, for training
Panchayats, making surveys, trying special types, and instructing unions, may
put straight the unions in their work. Here too human material may be hard to
get, men with the capacity, knowledge and the enthusiasm to make a District
vibrate with the co-operative spirit. The District Council must have enough
funds. Funds have to come from the poor margin of profit of the societies,
mostly borrowers, which is possible only by increasing short term loans. That
again means efficient, brisk and able Panchayats in societies. The argument
runs in a vicious circle. Education and training need funds, funds can increase
only after education and training of panchayats. Then who is to finance’
Government? The whole basis of non-official supervisonal and educational work
is lost. Central Banks? Yes, there alone can we find men of capacity who have
put in long years for the spread of the movement, who can be expected to have a
broad vision and the uncommon common sense to understand that a little ex-
penditure in educating and training societies and making them sound is not
spending but saving, is the prevention of overdues, increase of transations, and
more owned capital for their Banks. That is why in Bombay and Bengal, the
District Banks appoin® the Inspectors. 1t may not be an ideal system to mix
Gnance and supervision, but the fact has to be faced. Are you going to make
an 1deal paper constitution for supervising societies, whether they work well or
not, or compromise your ideal for a time till members understand their society
and their union? The present system of supervision by unions may hold on, but
District Banks should finance, and bave a seat in tte District Council. The
District Bank President acts as the Union President in the German Co-operative

ipstitution. If not such in a manaer, let 2 representatives of the District Bank -

serve in the District Council. Let them make special grants for maintaining one
efficient District Supervisor and training other supervisors or unions appointed by
the Council.

Who is to train ? In the Punjab, the Inspector gives the training to supervi-
sors. But what is he ? He is a graduate in economics. with a special course in
rural economics, and who has devoted mora time for understanding, with a broad
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viston, the problems of the ryots. Accounting he has learnt in the course of s
work. The situation is here the reverse. The University has not yet instituted
any applied course in rural economics. 1t is not possible at present to get recruits
prepared by the University who may need only a little training in details of
accounting and administration. The supervisors need training in broad under-
standing of rural problems, principles of co-operation, and the progress of the
movement. They need training in accounting aspects as well. The latter may
be given by a District Federation. But will that do ? Accountancy alone cannot
save a nation. The joy of service the resourcefulness to Mganize rural conditions,
fertility of ideas, knowledge of the existing achievements in co-operation, all
should be implanted in the prospective missionary of the supervisor.

Who is to do it? The Provincial Union alone is best fitted for the task. It
combines in its personuel honorary members with knowledge and distinction in the
field of co-operation and practical workers with the experience of administration
and accounting. Where necessary, it can supplement its men by indenting on
University Professors.

Madras is no congenial centre for a practical teaching in co-operation. The
recruited students may find it difficult to attend them. Hold a three-monthly
course for 3 districts at a time.

The Central Banks should make special grants to the Provincial Union to
recruit honorary lecturers, but paid for the work.

A scheme like this alone will discover the right missionaries for rural propa-
ganda‘'in co-operation. It will facilitate the training of Local Unions whose
members may also attend the classes. It will raise the tone of ‘the movement.
The present note may be summarised in the following form:-— ,

(@) Central Bank representatives should find a place in the District
Councils.

(8) Central Banks should undertake to finance the lecturers appointed by
the Provincial Union for training supervisors and Governing body members of
unious.

(¢) The classes should be organised by the District Councils.

(d) The qualifications of supervisors should in this manner be standardised.

> —
INSPECTION REPORTS.

Mr. N. Panchapagesa lIyer (Tirukattupalli).—The principle
of self-determination is to be followed by every primary society. All
agencies employed must only tend to the education of the primary society
to stand upon its own legs. The present day inspectors and supervisors
bave not had the necessary training, and it is no wonder that their reports are
meagre. They can do the account keeping; and there, they think, their work
stops. As for educating them and others, I have outlined a scheme below,
The reports of inspection must deal in a narrative form, how far a society has
reached the ideal of co-operation, and what attempts have been made by it to
make an approach towards the ideal. The report must say how many members
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have outside borrowings and how much, , L
SUPply all the needs of the members. Ita':u:th:l:;;h;emlﬁ intends to do to
domg. to educate the members to live within their mean ';t the society is
df’Scnbe why there is no activity in joint purchase and th 's.d O e
General body of the society must be spoken to by the in:p‘:ctem ﬂ;;em _ The
\\}ork must receive h|§ attention more than the financial conditio(:' . lund o
Now he stays in a village for a day; this won't do. H or constitution
BodyMeeting convened and speak to the members t.;n Cc:omp::m:mve 2 Gener!
ration.

Here I confine myself to the traini
e i o 1 0 i 0 e il e
umf)n is the centre of illumination from which the co-ope r:ti co-v?pemtlon, the
radiate. [ suggest the utilisation of the following funds f. V!;l literature must
The common good fund in the primary society. (2) The re b:l’ the purpose. (1)
;z‘ets from the District Bank—this must be earmarked f te which the union
Subeidy from the Government for which the Government or the purpose. $3)
Donations. In many primary societies, the common r:ou;tfbe aP‘Proached 4)
:}ccumulate and in others it is wasted. No better pug und is 31.10wed to
for spending the amount than using it for the de\-elopme;‘:osfe can be 'lmagiued
ledge, which goes back to the member for increasing bi of co-operative know-
eloquence will make the soclety part with the mone .'S Cf;‘mforts. Persuasive
compelled to spare the rebate because propaganda is ‘hey.le ‘ be union must be
ubion. Items 2 and 4 are voluntary contributions There?o‘“mate work of the
that it may be given. ) re we can only ask
THE PREACHER.

If there should be an inspector for the administrative sid
audit, so far as a society is concerned it stands to rc:asonSlthe and another for
preacher. The Chief Inspector is to be made the propagandis at thelte must be a
in the district doing the preaching of the gospe! of co-operatio t. ’Ir{e s to Atravel
work apart, there must also be occasional effort. Every P:i;n .*"SSOCC_Ontmuous
set apart a day in the year on which there must be a grand mal’}. ety must
grand old event man must give a lecture to the assembled memb:etmg whereat a
function of the union should have this item of lecture in the a d’: The anr{ual
qof primary societies must be encouraged to read papers for g::: b The ofﬁcnlals
prizes must be given. Further an arrangement should be madeeg :St of which
for about two weeks in a year, for a number of vears togetherof' olq a cl?ss
co-operative knowledge for non-officials. The officials and non- fﬁ .Of mparting
the subject must be made the lecturers. Prizes must be awaode;lals who know
candidate who picks up most knowledge. All these apart the: to the best
rinuous agitation until the object is achieved to introduce ine Jnust be a con-
primary and secondary schools the subject of co-operation, for 'hF e syllabus of
text books are to be written. If the department has form‘ed (\;\ ich the, necessary
m places where there were bankers without Banks, nothing :’operahve Banks
create a set ol appreciating constituents and capable ma as been done to
business. hagers to conduct the
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SUPERVISORS.

A word about the supervisors. They are not capable men. An examination’
Juced‘and only passed candidates must be employed. Nepotism now

must be intro
fliciency must be substituted, devise some means to supply good

rules and if e
supervisors.

NSFERENCE OF CONTROL FROM OFFICIAL TO
NON-OFFICIAL HANDS, .

Sahib T. Srinivasa Rao.—For the attaining of this object certain

TRA
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conditions are necessarys—
A compétent panchayat in the rural society :

1.

2. A competent governing body in the Local Union ;

3. A competent Supetvisor for the Local Union ; and

4, A competent federation of unions in the district.

No time will arrive when every one of these agencies will reach a stage of

hich it may be said that the transference may be effected without

perfection at w .
rn as to conduct of business in a proper and efficient manner

feeling any conce
The very fact that so many unions exist all over the presidency and that

district federations also exist in a few districts bears testimony to the desire in
this respect. How far the desire has been translated into action is the question
The unions and the district federa.tions may be doing their best. What progreSS.
they have made so far, bow far d‘lstant they now stand from the goal, what is
he rate of progress they are making, afxd how long they will take to reach the
goal, of, in other worfis, about what -t-lr‘ne they will be competent to assume
complete responsibihty for supervision—these then are matters which call for

inveStiEation.

2, A definite move in this matter was made by the Registrar about a year
back, who has been issuin.g instructi.ons since August 1922. The instructions
include @ direction to Assistant Re.gls.trars and their subordinates that they should
refrain from doing the worlf of societies, such as the writing up of accounts
collection of dues, prepare!.tlon of th? property statement and preparation of,
oad applicatiOﬂv e.t(.;. Assistant Reglstra.rs were also instructzd to develop a
sense of responsibility among the governing body members of unions. They were

tructed not to interfere, excepting in extreme cases, with the working

further ins 4 willi
of such unions as were able an willing to undertake their responsibilities. It
remains fOf the Assistant Registrars to give effect to thece instructions

3, Asi have explained at length in my note on the present outlook every

union should be m.a.de to realise \\,'.ht’l,t all its responsibilities are; to what specific
.+ could, in 1ts present condition and with its present facilities, undertak

.. responsibility; and in what specific directions it re’quires ha\le

t Staff. This done, arrangements should be made for :'hp

such help as an union may stand in need of by deputing the serv%:e:

ccofding .
2{ a3 Govemrnent Inspector or otherwise. The Union should be told that the:
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belp so accorded will pot be continued for an indefinite length of time; that the
union could arrange to dispense with the help. step by step, and altogether,
within a specified time. A district federation of the unions i the district should
be trained in the mattsr of concidering common questions and deciding their
metbods of business. Where a Union or a district federation is prepared to
undertake its full responsibility, the Assistant Registrar should not meddle with
its working.» The Assistant Registrar should cease to deal, in his office, with
matters relating to supervision. All such matters, whether arising in his own
office or communicated® to him by the Registrar, should be transmitted to the
District Federation and that body should be asked to consider, decide and issue
the necessary instructions to unions. _

4. A highideal should be laid before the District Committee, no matter
whether with its present capacity and facilities it is able to reach that goal or not.
An office for the District Federation will in this procoss be formed, which will in
due course build up its business and methods of work. So long as the Assistant
Registrar continues, in his own office, to deal with matters relating to supervison,
solong will real progress in the transfer of supervision to non-official hands not
begin. When these suggestions are give effect to, those concerned in the matter
will know, from time to time, where exactly they stand in the matter of assuming
complete responsibility for super.ision. As to how exactly the suggestions should
be given effect to I have dealt at length in paragraphs 12 to 14 of my note on
the Present Outlook. .

5. It is very necessary that periodical classes should be held for training
the Panchayatdars of rural societies or at least the secretaries thereof. There
should be similar classes for the training of the members of the Governing Body

of unions. These classes may with great advantage be held on the same occasion
as the instructions to both will to a large extent overlap one another. Union
supervisors who also require training may with advantage attend these classes
and also receive a supplementary course to complete their training.

It goes without saying that the person or persons holding these classes
should be thoroughly competent for the purpose and great care is mecessary in
their selection. This will be particularly so until these classes have become an
accomplisbed fact, at least in some areas, and syllabuses have been duly drawn
up for the guidance of lecturers.

6. In the management of unions one sors question is the recruitment
of supervisors. Those intimately acquainted with the condition of things now
existing will bear testimony to the fact that some unions consider it their privilege
to appoint for the post of supervisor some person of their choice, be he competent
or not for the post. Any amount of care will not be too much in the
selection of the supervisor, for on his competency depends in a large measure the
usefulpess of his inspection of societies. The selection should be subject to
approval by the District Federation. Even a competent supervisor, it may for
various reasons be undesirable to be allowed to continue in the same union
after a certain length of time. Other reasons may be conceived which would
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require that a supervisor should be transferred. The District Federation should
be competent to effect these translé:s. This authority should alse be competent
to suspend or even dismiss supervisors. The vesting of authority in these respects
in the District Federation will have a wholesome influence on the conduct and
work of supervisors. *

7. ‘The Provincial Co-operative Union raises the question as to who should
organise training classes, supply lecturers and provide finance for the purpose.
With their limited resources, the unions are evidently unable to do so. The
present position of unions in this respect will get weaker still as the result of the
present move towards reducing the existing margin between the borrowing and
lendidt rates in rural societies. There does not appear to be any other means of
meeting the cost than applying for Government help.

8. Under the arrangements proposed in the matter of transference of control,
the necessity for thoroughness of audit becomes all the greater. Unler these
arrangements a considerable amount of time of the Assistant Registrar and his
staff will be saved and this should enable them to do the audit far more
thoroughly than at present and also, as the result of audit, pursue further by
conducting inquiries under Sections 35 and 36 of the Act, where such
enquiries are called for. Assistant Registrars should realise that although
the ultimate responsibility for proper supervision attaches to them, that
responsibility, primarily, devolves on unions and the District Federation and that
uncalled for and unnecessary interference on their part with the working of those
institutions will rather retard than advance the working thereof. Assistant
Registrars should also realise that their primary responsibility is efficient audit.
They will then find their time fully occupied by audit and by enquiries under
sections 35 and 36 which may be called for as the result of audit.

LOCAL UNIONS. |

Mr. C. R. Ramaswamy Iyengar (Coimbatore). The present position
of supervising unions ought to be strengthened if they are to function properly.
The Disttict Urban Banks always look with suspicion, the property statements -
and loan applications submitted by the primary societies. If the Assistant Regisirar
recommends a loan after scrutinising everything, the Directors in some cases
think that they are not bound to sanction the loans on the recommenndation of
the Assistant Registrar. I can speak so far as Coimbatore Bank is concerned.

The primary societies feel that the Board is unnecessarily delaying loan
applications. It is due to the lack of supervision by the Board themselves and to
the non-utilisation of the supervising unions. I would propose the loan applications
be sent to the supervising unions and A. R’s. Note would recommend the loun.
In most of the cases, they will agree and in such cases the Board may not have
any difficulty, and may sanction it straightaway. In cases they disagree, the
matter may be left to the Board to decide. In most cases, the Union report will
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" be a better guide as they will be in a better position to kuow the constituents,
and their recommendation may be safely afted upon. In course of time, the
entire responsibility may be handed over to these supervising unions.

SUPERVISORS.

In order to make the supervisors efficient, and Secretaries and Presidents
of Societies to understand the true principles of Co-operation and how societies
ought to be worked, an annual weekly class should be held in various places of
each District, and lessons may be given to them by proper persons. As for
finances for carrying out the above idea, it will not be a very difficult matter.
The unlimited societies do not work for giving a large Dividend. They can
cantribute liberally as they will be benefited enormously. The Central Banks
also can contribute hberally as their working will be furthered. The Gevern-
ment must also be asked to contribute sums for each District Urban Bank to
orgainse such classes. The District Urban Bank must be the agency to carry

out the object.
In order to carry out all these objects a full time propagandist is necessary.
In the matter of appointment of supervisors the Assistant Registrar should
not have any voice. In extreme cases where he finds them not doing their work
properly he may recommend their removal to the Unions.

LOCAL UNIONS.

Mr. T. K. Venkataramiah (Tindivanam)—The present constitution of
Unions consists of Honorary workers, mostly indifferent and unqualified for the
duties theortically entrusted to them. The dual system of Supervision by Unions
for all purposes and by the Departinent isa misnomer. Nothing is practically
done by the Unions and that which is done by the Unions under the present
system is not accepted but the official side of the work is only relied op.

Any amount of arrangement made to secure or improve efficiency on the
part of the Unions as constituted above must only be a failure unless
respopsibility is fixed on a business staff as proposed. By doing away with
Unions the income now accruing to them may with advantage be added
to the sources of income of District Banks, to maintain such stafl.

In this connection I may also add, that many Unions are constituted in haphaz-
ard fashion with no hope of maintaining at present or in near future an efficient
establishment for the work entrusted to them. Hence some societies though nomj-
pally affiliated to Unions are supervised by Inspectors and the transactions of such
of them as are supposed to be under the direct control of the Unions are again
scrutinized either by Inspectors or others with the result that the work now done

by the Union is practically a waste,

—————————
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GOVERNMENT OF MADRAS

DEVELOPMENT DEPARTMENT.
G. 0. No. 1671, 14tk November 1923,

LETTER FROM THE REGISTRAR DATED 24TH OCTOBER. NO. 3257.
Assistant Registrars’ Conference —October 1923,

e,

Bubject 1..—~What progress has been made in regard to the transfer of
control of co-operative societies to non-official agency? Is the progress so far
made satisfactory? Can further transfer be made and if so, in what way ? Cap
organization of new societies be left entirely to unions in developed areas? "Will
this be conducive to the healthy growth of the movement ?

Resolution—1. The conditions described in -Mr. Gray’s letter printed in
G.0O. No. 923, Development, dated the 27th June 1923 have not materially
changed.

2. Organization of societies falls into three stages, firstly, the preliminary
work including arranging for the societies, passing by-laws, etc, up to the
submission of application for registration, secondly, registration and thirdly,
starting the society on its active career, up to submission of its first loan
application. The first stage is being done as far as possible by unions. In most
cases such organization by unions is done with the help of inspectors. In deye-
loped areas this is being done more completely by the unions while in backward
areas, Ceded Districts and Vizagapatam and Ganjam practically, no such work is
done by the unions. The organization cannot be completely handed over as the
Registrar is responsible for correct registration and has therefore the power of
veto over the work of the organizers and has consequently to keep in touch
personally or through his inspectors with the organization and te this extent
must maintain control over it. The registration remains in the hands of the
Assistant Registrar and the work of starting societies has practically to be done
except to a small extent in one or two areas by the inspectors. All organization
of special societies, lahour depressed classes, building, trading, etc., is now done
by official agency. '

3. Loan applications.—In about one-fourth of the total number of unions
recommendations go through the unions direct to the central bank and the
Assistant Registrar is not ordinarily consulted. The proportion is greater in
forward districts and practically nil in the backward ones. This work is done
generally by Assistant Registrars as it is found to be a practical necessity not

.because rules require it.

4. Audit work is generally done by inspectors.

5. Inquiries and arbitration work are being done by Honorary Assistant
Registrars generally when such have been appointed and many inquiries are made
under specific appointment of arbitrators from members of governing bodies of

unions and urban societies by Assistant Registrars. ,
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6. Financial control over budgets and the payment of honoraria in the case
of most unions have not been handed over to non-official control as it has been
found that the great wmajority of unions prefer to retain the by-law providing for
this rather than lay themselves open to charge or suspicion of partiality.

7. Collection of current and arrear demand is largely done by the aid of
anions but practically pone are advanced so far as to be relied on to do it with-
out impetus fom outside—from the central bank and generally also from the
official element. "

8. The Conference is of opinion that this statement represents generally
the present stage of progress in the non-officialisation.

9. It is the opinion of the Conference that in view of all the conditions, of
the demand for no-officialisation and of the stage of development™ of the co-
operative movement and of the supply of persons able, willing and capable of
taking a part in the organization, control and supervision of societies, this
progress is satisfactory and as great as is compatible with the principles enunci-
ated in the Act and stated by the Government, with the healthy expansion of
the movement and with the credit of the societies.

10. It is their opinion that the present stage does not mak :an epoch and’

no immediate departure can be made from the present policy of gradual delega-
tion of powers and duties to non-official bodies villile further transfer of control
must be gradual, the demand for delegation to non-officials being complied with
1 accordance with the supply of persons and institutions of known capacity and
subject to the Jimitations already observed.

11. It is their opinion that the organization of new societies cau be left
entirely only to selected unions and then subject to the Assistant Registrars’
control in so faras it is incumbent on him to satisfy himself of the desirability
or correctness of the registration of each society and in so far as it is incumbent

on him to see that registration is not confined to one class of society or person.

12. The opinion of the Conference is that if organization is at the present
irely to pon-official agency it would not conduce to healty growth
¢ organization, so far as there would be any organization
type to the neglect of special societies and societies of
depressed classes and labourers.

stage left ent
as it would result in th
of sacieties of only one
the ordinary type among

.
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THE CENTRAL C0-OPERATIVE PRINTING WORKS LTD., MADRAS.

3.’ Urban Co-operativé Stores.

N. Subr,m.ni- Aiyer B.A. Coimbatore Stores and Bank Ltd
—1. The main 'reasons for the unsuccessful working of the :Stores in th;

Presidency are:— .

(a) Absence of easy terms of credit for the working capital employed i
the basinezs. Ordinarily the gross profit on sales does not exceed 5 per cent ;ﬁ
the cost price, while the ordinary wealthy tradesmen in the bazaar are able to get
money for their businezs trom the Imperial Bank at rates varying between 6 :nd
7 per ceni on the zecurity of their goods, while the co-operative societies have to
pay at least 8 per cent inierest on their working capital.

(5) Wan of correst understanding of the Principl -
. R ' ples of Co-operation on th
part of the members, so that loyalty to the Sqciety is gat & moral principle x‘#itg
them. plg with
() The very constitution of the society based on democratic lines is an
impediment to the successful working. :
' (4) Want of backing up by® Central Purchasing Federation,
(e In some cases want of managerial ability.

2. A training class may be started to give efficient education to them, both
in theory and practice, the theory portion to be by means of lectures a.n;l the
practical portion by actual work as apprentices in well-conducted sto;es societies
and other business firms in centres to be selected by men in charge of training
the managers. o

3. Want of loyalty is really in my opinion, due fo want of B 1

same can be done by issuing pamphlets now and ?hen ta,nd‘ igld'ingwnf::i?tx;tg::
lectures ; morte frequent btinging together of members by‘ haéing the celgbrééio
of the Co-operators’ Day of the society ; Rochdale Pioneers’ Day, Ayuda Puj::
Day. By baving a Reading Room attached to the societies, wherein the members
while baving opportuniiies to read ordinary daily papers, may be made to !ook’
into co_f,pe[ative joumals.

4, Anpoiqt{n.ent of Atrac‘le advisers would not improve the position as circum-
stances and conditiops vary in different localities, but a central bureau of inform-

~ ation re: the ayticles dealt with by the stores societies would be more valuable

5. There should be special auditors for stores and trading Union societi
The ordinagy inspector bas mot the time to go into all the details of all ‘tehs.
accounis of the stores societies ; his examination, if any, is meagre;a m e
scientific examination of a-counts with a view to suggest imPl’Ovement,s ) :;e
.working of the cocieties is necessary, and as such I would advecate the in the
went of MAFe efficient anditors than are now available, appoint-
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CO-OPERATIVE STORES. A

K.V. Ramachandran (Tirutturaipundi) : —The reasons for the failure
of the stores are mainly two so far asmy experience goes. They are inexperience
in the purchase of articles and the refusal of credit to members.

In most stores the directors who are deputed to make purchases are quite
pew to trade. They do not know where to buy, what to stock and what not to
stock. But purchae means heavy cost price of articles. Naturally the selling
price grows higher than the market rate. Hence many decert the stores stating
that price is higher. If the selling price be reduced to attract customers, the

stores has to incur loss.

The stores cannot allow credit. Many of the members are persons receiving

monthly salary. They do not find it possible to clear the dues then and there.
They purchase articles for credit and pay the amount due after receiving their
pay. The stores cannot do so but the merchants freely allow credit. So
a majority of members resort to such traders, deserting our stores. It may be
argued that deserving members may be given loans in the bank and the amount
invested as trade deposit 1n the stores. But the members complain that they find
it difficult to find persons who can stand as security, and that is too much to ask
them to pay share capital for both stores and bank. .

I suggest the following remedies :— . ]

1. Some years back the department was issuing information giving details
of address of merchants in the various parts of the Presidency, the commodities
they deal in, with their prices. This was of great help to infant co-operators. 1
think the same may be revived. But that need not  be sent separately but may’
be printed in the Bulletin of Co-operation as appendix. The inspectors having
jurisdiction over places where those commodities are available may be asked to
furnish the information required direct to the Editor of the Bulletin at leasta
week before it is published. It may be argued that the information will not be
up to date. Guill it will be of help to store societies and the additional cost

inyolved will not be too great.

Now we are getting articles by V.P.P. Sometimes the articles are not
only bad but also weigh less. [Further a huge amount is spent by way of money
order commission. I suggest that some inspectors having knowledge of trade
may be deputed to purchase articles indented for by the societies. The inspectors
articles in person. This procedure will not only guarantee
purity of articles but also accuracy of weight and measurement. IFurther the
cost of articles may be remitted by R.T.R. This will save money order com-
mission. Further if all the stores be asked to purchase from the same merchant,
he may be asked to supply us at concession rates. This system may be tried in
o or taree big trading centres as Virudupatti, Tiruppur Coimbatore eic.

may purchase the

tw

The Coffee seeds from T. Stanes & Co, Coimbatore, are considered the best
in the market. Further the ghee supplied by V. Venkataraman Chetty, Coimba-
tore, is the best in the market. But he never replies to our enquiries:' So

3
he A -
we wrote to the Assistant Registrar, Tanj ‘
, ® K ar, jore. He has arranged wi
tary, Co-operative Supe.rwsmg Union, Coimbatore, to purchaseg for usﬂtl::(;]':es::;de.
and ghee. But the Union charges commission and it is not business-like °

- All the stores in the presidency are dealing in Aska Sugar manufactured by
Parry & Co. The company allows concession rates for purchasers of 50 ltl;: ;
a time. The requirements of all the stores will certainly exceed ‘50 b s
Inspector may be deputed to purchase sugar bags wholesale at the f:izw ca):;

he may despatch the bags to the vari :
RTR e various centres. The cost may 'be remitted by

. I'\s rfegards credit sale, I suggest the following. The Co-operative credit
societies in places where there are stores may be asked 'to advance loans to suclh
of the store members as wish to purchase for credit under the following conditions:

v 1. ‘That the foan advanced should not
_ ‘ it exceed 50
lary of the members ; per cent of the monthly
2. That the members concerned should b i
| ’ , e asked to sign an. agr
empowering the head of the department in which they serve, to deduct tge?;‘;;’f

ment of the loan due from the pay before disbursemen '
- Lol . ’ t and that the 1
sl‘?\ould be cleared in not more than 10 instalments. he loan advanced

4. That the share capital forv these loans i ' |
‘ may be Re. 1. : ’
the share capital for ordinary Woans.’ ) insteart of Rs 3,

- oo

5'. That the system of insisting on personal security be dropped in cases
where it 15 not possible. If the banks be induced to advance loans on the above
conditions, some members may be asked to purchase in the stores itself

STORES.

X V. .!aygraman (Villupuram):—\vant of loyalty on the part of members
is the main cause of failure of many of the Stores. It is due to the followi .
reasons: ing
1. The general difficulty of even middle
) ¢ _ class men to purchase
credit. : pu except on
Suggestion: Arrangement with credit societies 6f which the store sh
holders are memt_;ers, toissue them loans ear-marked for investment in the stzfve—
as Trade Deposits 2n d allow their repayments inas small instalments "
possible. Every credit society in the locality of the stores may be circularisZ(Si

by the Department to induce its members to patronise the Stores and mak
suggested arrangement. ake the

2. The bl.indness of even middle class men to the inherent advant i
the pu;cha.ses in the stores viz., correct weight and measurement of ag?slm
and the return of a part of their purchase money by way of bonus articles

Suggestion :—A. Propaganda.

a. Issue (_:f p:jnmphlets in vernaculars on the utility of the sto
success of such institutions in this country and elsewhere res and- the



b. Organisation of visits to the various store centres for delivery of
lectures on the movement by expert students of co-operation voe
o the: This is very essential if we want to create any abiding interest in th
msutut.xon on the part of the general body members in general d m’ e
torate in particular, and the Direc-

ik ¢. Appointment of Lady Propagandists chiefly to brint home to the w
—folk by personal talks the advantages inherent in the purchases in the st -
stores.

, 'Note: Once women—folk are converted to the co-operative faith. 1
opinion the succass of the stores movement is ensured. th, 1.am of

Suggestion B. Half-yearly distribution of dividends and bonus
3. Lack of sufficient attracti idi -
o ek C action by way of providing an unfailing supply of

good articles throughout the year at always at least notabove the market pri

< . L et prices.
. bugg'estxon:—The organisation of a co-operative wholesale wareh
from which the mofussil stores can draw their quarterly or h ?{re ouse
supplies of articles at prices which should not vary as those of th 2 -3e-atly
of private merchants, but which should be fixed ata rate includine amcl.es
percentage of commission, and the stocking and maintenance char . a‘ e
by the wholesale society. ges incurred

Note :—Every mofussil store must be affiliated to it. The affiiliation f
mast form the basis of its working capital. ee

Its management is to vest in a committee of business experts with an ex
business-man as paid secretary. xpert

Its duty must be to get into touch with the various productive centres of
this country and elsewhere, and arrange for stocking of articles from tho
places during the respective seasons, the quantity to be stocked being regu]a[:;
according to the probable requirements of the stores previously ascertained
therefrom.

It may also adopt the procedure of establishiny its agencies in the variou
productive centres and refer the stores orders to them for direct compliance ®

II. The non-realisation of the sense of responsibility for the success of
this institution on the part of its directors.

Suggestion:—?ropaganda. Annual Conference of stores Directors for
several groups of Districts.

[I[I. \Want of managerial ability is no doubt one of the chief causes of
fatlure. ]

An elficient manager to ensure success must have the following qualifica

tons ' —
1. A genial temper, first and foremost, to attract customers

> An intelligent knowledge of the conditions of supply and demand of th
Ol e

articles of the purchase in the stores.

Jr

perament t0 enter into the spirit of the movement and a character

3, Atem .
to look at his work from the angle of vision of an enthisiastic student of
operation rather than that of a mere clerk.
co" : \ . .
4 A disposition to study the attitude of his customers every now and then
an ability to persuade the members where necessary to be permanently loval f(;
the society: .
5 Ability to conduct the work of his stalf on lines of most scrupulous
carefulness: . )
6 Honesty within himself and a power to infuse it in his staff.
Suggesticn Organisation of iraining classes :—a theoretical course of a
ath followed, by practical work tfor anoiher month or two in a store society
mo be chosen for training.

Right sort of men MUt .
The indiscrimicate starting of societies. One essential condition of

IV. .
os is the existence of a genuine need thereof.
n: Starting societies not for statistical purposes but to satisfy

genuine need of the people.
The present method of auditing ensures only correct checking of accounts.

no help is forthcoming from their audit reports by way of
purchases and sales. Auditors of stores must therefore be
4 in all aspects of the store work so as to be able to point out the bad
fected, chances of advantageous purchases or sales missed and to
sful methods of work having regard to the conditions in the
knowledge of the workings of sister societies elsewhere.

succe
Suggestio

the

men traine
purchases e

suggest SUCE

locality and with 3 |
Therefore ! would suggest that special auditors styled as Stores Inspectors

osinfl 3 knowledge of Fhe business principles, the economics of the country,
55€  ciples of co-operative movement with special reference to non-credit
the‘ ??es and 3 knowledge of accounting must be appointed. There must be a
activ! ll " adre of Gtores Inspectors to function both as Trade advisors and
specia This is very necessary for the development of the movement for the
 easons- The present Qiratorates with possible exceptions do not and
.ted to possess sufficient trading knowledge and leisure to evince
¢ interest in the society. Secondly, the Stores managers do not
qualities necessa.ry_for the successful running of the society. This
tion, it is obvious: has this advantage viz., a special set of officers will be
sugge 1o being who have the necessary trading knowledge and sufficient time
ively to every detail of the management.

o . d eﬁiCieﬂ

d exclus
e -—Their d
its and studY
[ for my part do ot hold any objection to selling things to non-members.

gestion 19 carry fo.rward their rebate to the reserve fund of the society
The su8 pe. It is bound in the ?ong run to prove a strong inducement to non-
rchasers t0 join the society when they find that otherwise they lose a

nt of pl’Oﬁtv

uty must be to conduct exhaustive quarterly stock-takings
local conditions and make practizal and full suggestions

15 8
membef pu

good 22
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R G. Nallakuttalam Pillai:-All the eloments that go to make up the

ess of an ordinary trader are against the stores.  The directors of Stares and

succ
business and  the former for the mast

salesmen are mostly strangers to the
ed in learning the trick of the trade. The trader

ocds cheap while h2 really does not and the
e him than the honest calesman of the stores.

part are not very much interest
can make a show of selling his g
ignorant customers will rather believ

The Directors do not know when and where to buy cheap and how much to

stock at a time and their ignorance often places the stores at a disadvantage anli

the loyalty of the members also consequently fizzles out. Stores have further to
entertain a costlier statt. However much we may try. this will continue to be sn,
as long as people of business experience are not attracted to the movement. It is
no wonder that stores prove & failure in all places where there are not suificient

number of customers.

—————

Rao Bahadur A. Vedachala lyer —The reasons for the farlure of store

institutions are :—
(1) The small ditference between the wholesale and retail rates of grocery

articles.
(2) The richer and the poorer classes have not joined the movement; the

former want highty prizad articles which being in onill volume give very hitle

protit anl the 1
(3) The purchase of articles is from wholesale traders who do not virtually
Very violent tluctuations occur, and

atter want credit accommodation which i not available in stores.

¢ the produce n any scientiic way.

marke
ny of articles for the year.

this prevents stock!

(4) Managerial ability
eastble unless the transactions are conlucted in a high ceale.

is not available unless heavy payvment is made,

This is not {

(5) Stores will be successful when the producers combine andd markot the

produce mn 1 <cientific way.
(n) Tue methods of hiviogn tropics are so ditferent hat 1o suit the tastes

of all the members reduces the volume of transactions in each article.

I fficient store manaigers must be trained in commercial marketting and same

arancy should undertage it.

SR

3. URBAN C()-()l’l?)l{;\’l‘l\'l«: STORES.
anta Rao, Shiva Rao, and G. Venugopal Rao- 1

Messers. M. An
\Want of adequate attention to the details of management an ! absen=s of lovalty

werm o us 1o be the two main reasons

y o Details of .\Iamgemem"
lude honesty (not of the “commerzial” varety, however) for one
red in manuemeant we would even wo so fur as 10 s;nj

for the failure of stores.

means something more than mere efficien: v
Such denl-ne
[f nonesty 18 S€C
11 come at least
acquired by

thiny.
etticiency Wi
thing that can be

in the long run.  We are afrai ] honesty i nat a
any amount of training. \We are dispased o think

7

that it will be possible to trace far more failures to the : :
than to want of efficiency or want of alequate training want of this quality
aining.

) 3. The share. .tbat want of propagavda might have had i .
failure of stores, is, in our opinion, too insignificant to require “j causing fhe
at present. When honesty has been secured and efficien o ConSlqerahon
presumed, there will be time enough to think of propaganda cy may fairly be

5. In the light of our rem
arks above, the appoi
. ' pointment of tra i
\\fould not prove of much practical usefulness. Efficient auditors de advisers
discover bad or worse business, but are not likely to be abl may help to
e

altogether. to prevent

Mr. D. K. Varadachari (Chingleput Co-operative St
Some of the r‘nost important objects of the Co-operative mov ores) :—
encourage thrift, self-help and co-operation. The co-operati Ongent are t.o
generally understocd, is no more than a consumers' organisation :oe ores: as s
ments of the members in bulk, as far as possible from the prodget the requm.e-
proper seasons, €0 that it may be able to supply to its members thl;cetfsy and A
of articles, at as cheap rates as possible ensuring at the same tim est quality
mgastlrenlents and uniformity of prices. [t may at once be conceda(jicuracy of
existing stores are not able to approach the ideal owing to various ede that‘ the
of the practical difficulties which are felt every day in the workin Ca;lses. Some
and sug}gestxons to overcome them are detailed below only with ag © the sto.re‘s
suggestions for a better working of the institution and not~to decry ;”eW to elicit
itself or the Government Department. y the movement

SUPPLY.

The articles of consumption are various in number and it .
that all of them can be got in one place at the minimum p;ice ng'llrl],not be said
to get from Guntur, Coffee seeds from Nilziris, Rice from 1.\Ie11 ‘ lelfl e pave
Shimoga, Sugar from Netikuppam, Salt from Cheyyur and Ch ore, Nuts from
from Tirupathur, North Arcot'District, and peppegfrom Palgh tunalm;?et,' puls;e:g
ble to think of a man going to these places and making Durciaa ) ft.ls impossi-
to speak of the enormous cost involved in a such course. To cses 'avlthfuuy not
agents 1s also impracticable asitis the sad exx'perien(;e of thznce}ve of Local
notes that they prove false not only in respect of the quality of erltel’ 'Of these
also its price.  The only other alternative is for the Co-o ith' ,t e article but
to organise wholesale Co-operative Stores in various centlr)gs 1‘; D?Partment
articles of consumption can be had at minimum prices so that t:’eye:zllmsortzrllt

y mnay be abile

to gua ra ,,OOJ qua i L
t 24 l ty, accurate measurement zl“d Clleapness d.lld llllt()[”
ntee ]1tv

of prices.

It may be urged thata Society like the Triplicane Societ :
upon t? supply the various arsicles. It may be frankly said e }’hcan be rellled
any disrespect 1o that Institation, that it would not be ’a \lv.u QLIt meaning
important objectof the Co-operative Society, that of doing 3.W’c vnev.mg the most
man to purchase from the - Triphcane Society which in its t:ryn \‘s:}rlc;he mlfddle

. ases from
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merchants. Our aim should always be ‘to get the supply from the source and
we cannot have the same source for a variety of articles. The Department alone
can solve this diffizulty by establishing ceatral wholesale 3 in various places
and until that is done, the primary stores which deal in “retail trade cannot
pretand to be any more than a private shop plus an elaborate system of account
keeping and expensive staff which gives more worry to the directors than profit
to the members.
CAPITAL.

Having rezard to the sort of business that is going om at present in
some of the :tores, it is a sorry speciacle to fnd that a major portion of
even the hare -apiial is lying idle in the cash chest of the Secrstary or in
the Bank curcenta:-ount. A month's supply is indeated for which might cost about
Rs. 1000 and before the time comes for the nexi indent we get a return
of Is. 300 and therefore we are able io run a store with a rmall sum of Iis. 1000,
No ne-es-ity i« fel. for larger capital and e are getiing prodi an ts. 1000 and
givin-; dividend o ®s. 2000 or 3000 33 the eniire chare . apital may be, and ii can
never be caid that ihis is good business. 't'hings cannot be bought wholesale for
a year in proper sea:ons owing to ln~k of fa-ilities for purchase and sto ‘king and
want of -onfidence in ihe private wholesale merchants of various centres however
respe:table cheir statas might be reputed 1o be. If Co-operative wholesale stores
are =stablished in produring centres, the primary societies can indent for their
annual requirements in proper season. at minimum pri:es. If need be, the pri.
mary societies -an order and pay for their entire annual requirements of a parti-
cular arti-le at minimum prices and inden: in convenieni quantities in various
instalments agreeing to p1y a small commission to the central stores for stocking.’
It is only under suth cir~umstances that the primary siores will be enabled to
utilise a larger portion of their share »-.;;pital and probably will feel the need for
inviting periodi-al Gxed deposits from its members.

CRE: IT.

No doubt the safest -and thie best method is always to sell for cash
and never think of credit. Credit i» noi only opposed to the important principle
of encouraging thrift but would also invo'lve an amount of complication of ac-
dount keeping and manage neat and noi improbably end in loss. But there s
the other side of the pi ture. Iiis noi -‘lW"‘Y= that a member is able to command
cash anl often members are temple * for ihi. rea-on tc prefer a private thop to the
stores, even though the price in the formes s higher than in the latter, The
principle of sale advances has been tried am“ fo%md not to wvork satisfactorily for
the simple reason that the members are no mrln.xl:ed to make deposits befora—
S for their futare purchases. T'c meei the difficulty the following suggestion
is ofierad for consideration. A member may pur:‘h..xst on credi. to the extent of
his simce capital only and he amount -hall be repaid in i week or a fortnight or
a month in Jefactiof whi h iterewi shall be charged and in no case should the
amount be left outstanding for vore tan aononth. Tf this < uggestion is ac.
cepted the members might resoti to credit purchases in cases of emergency and

the chances of loss would be considerably minimised.
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make much profit by a store with indigniticant capital in an out of the way loca-
lity. Where things are few, and the attractions to the shop not many, people
cannot be drawn. The psychology of the consumer in purchase of goods is a
gubject to be studied. By a single standardised plan, it is not possible to change
the age-long customs of the consumers. It is possible in town to maintain a
store for every street. The stores should give credit to the meinbers in a
town not exceeding the value of their shares and the deposits they have made, on
condition that their loan should be repaid as <oon as their salaryis drawn. No
goods will sell if notsold on credit. It would be excellent if stores are formed in
villages. The things should be bought from the share capital paid by every
member. The members should be trained in purchasing from the town for the
rural stores. Things should also be sold in such stores to the villagers. Even
in the village the locality should be so selected as people usually gather. As
the villagers have no monthly income things should be sold on credit at the
interest of 2 pies. on the rupee per month on the security of their share capital
and any deposits made, and in seasons when they make their income, the loans
should be repaid.

Mr K. Krishnamachari (Graemspet).—It is evident that persons who
have knowledge of co-operative organisations have in a very large majority of
cases taken interest only in the credit section-—the self-same interest that pancha-
yatdars in a village society take though in a miniature scale. Instead of showing
the way to work and to risk, if necessary, they expect the latter to do <o in order
to promote co-operative ideals in the land. Itis the want of initiative in the upper
ranks of the ladder that is the cause of the unsuccessful working of many of the
stores. If on the other hand Trading Unions are established on purely co-opera-
tive lines not with a small capital, say in a dozen centres, each centre in its turn
dealing primarily with articles produced in and around such locality stocking such
at the most favourable season and secondly with all other’articles obtainable in
other trading unions and which are required for consumption in such locality.
The rates that can prevail atany time between the one harvest and another of
the same commodity will not prejudicially affect the value of stock in the interim
period. Indents should be obtained from each Trading Union in respect of
articles about to be harvested and complied with,

The sales should be only among the Trade Unions but a Trading union may
cupply to stores societies within its jurisdiction.

The bazaarmen are in some cases satisfied even if they are paid 1:50r1 6
of the total amount due but the membgrs know well that all this is for their own
disadvantage but yet hurl this at tiie co-operative stores as the chiel drawback.

It is for this object desirable that the interest charged for default should be
2 nominal one, viz., 2 per cent and the usual processes taken in rezpect of members
who have been in default for a period of three months of more than 50 per cent
of the amount due. To enable the society to work, the borrowing capacity should

be therefore 16 times of the paid up share capital with the society on any date,
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Mr, K. V. Raghavachari (Nellore) : -Stores have never succeeded any-
where except probably in the cas: of the Triplicane Stores. It will succeed
only in a place where everyboly buys the staple article of food—rice. Sale of
other articles will not pay a stores society very much. 1t best succeeds in a
place where every member buys all his household articles of consumption.

The tendency of people who do not get monthly salarv is to buy on credit
and pay at their convenience. Such people will have an eye upon credit rather
than on the correct weighing an quality of the articles sold. In such places
where the members are of this type, stores have always proved a failure. The
members can never be true to the stores and if they buy for cash at stores and
go to the local merchant for credit, they will not be given by him that credit which
they want. To avoid any such difficulty he naturally proves unfaithful to the
stores and goes to the local merchant., If he does not accuse the stores of bad
articles and malpractice, he should be considered very honest.

The managing board of the stores does not always consist of men who have
trading business habits. They can succeed best only if they have the merchant’s
forethought and business capacity. Further it is impossible to expect the
personal care and attention from the managers, which they would have if they
were dealing with their own money and business from which they expect some
gain,

I do not think it is the want of propaganda work that stands in the way of
succesa nor will the appointment of trade advisors and efficient auditors improve
the situation. So long as human nature is what it is, so long us man cares
first for his own benefit and convenience inpreference to the benefit and
convenience of others and so long as it is felt that many men’s interest is no
man’s interest, the stores are bound to be failures sooner or later.

I always felt that stores and joint stock companies will never succeed in
this part of the country.

T. L. Raghupathi. Sharma:— (a) These stores are not made to start
from a few members who are enthusiasts and then take in more and more as the
benefits are realized. {b) People who can understand, but have no living faith
in the essential features of co-operation, and who are merely loud and vociferous
are too often left in official or business charge of stores to the detriment of thair
progress. Business ability is strangely believed by ignorant public to coeexist
with expository power. This is one of the main causes of the failure of many
newly started institutions. Those who organize the initial stages by getting up
meetings and doing the talking there are the people who are entrusted with the
business aspect of it, and the result is mismanagemgnt. (c) The fact that cheap-
ness is a secondary aim is not fully understood by the organizers. (d) The
opposition of local traders is unnecessarily provoked by a too sudden and too
hasty drawing off of their custom.

It is certainly due to want of propaganda of a practical type. Propa-
ganda should be undertaken by people whose living faith has already made



12

ardent and active co-operators of them and who can find time to get togeth

pumber of neighbours and carry on friendly and familiar chats otg: ;r .
over the advantages of co-operative distribution giving interesti W;‘ t_°m
details of the growth of the movement in other parts of the world 6 historical

STORES.

L. Dharmaraj i
in order to funcﬁ::‘ yer 1( P:::y.lm“.m l.er.n Bllll:),—-(.?) A stores society
properily to mamtain a costly establishment—It"m
have a guaranteed volume of business*and sufficient profit~It must ha ust
a large number of loyal members---It must have also among its ;:;:herefore
of position who can devote sufficient time to work thenfm. S persons
Directors must have sufficient working experience—generall lnstl.tutlon-—-the
men who can drift for themselves prove to be disloyal. The y middle class
are, for the reason that they cannot command credit . poer people alone
share value must be very low to enable th edit anywhere, loyal to stores-
YN . 5 € poorest to come in—the bonus *
not be distributed periodically but allowed to accumulate the sha nus ‘must
(b) Market price—cash sales with provision for trad d: "? capital.
audit—These three conditions by themselves are a suffi .e posits—quarterly
loss—and any loss that accrues owing to the blind actionc;?nthg%rantee against
be set right as quickly as it is detected. Monthly salary mt ¢ d"°°.'°m° can
and officers, are a good class of members for the storeS-_withfs.h:.smcnllY clerks
purchasing articles month after month and paying for them inta. llr necessity for
(¢) Business experience of the directorate can be secured ump. .
experience of joint purchase as part of their credi A ured _bY their having
A : It society activities—by a syst
of joint purchase the members will be enabled to practically realise {m ystem
cation, wastage. dryage, conveyance charges etc. mean, besides IW 't depre'-
mentary lessons of stoclfing—-school-masters will make good direct:amnng rudi-
(d) Local conditions must be fevourable-—the number of other rsil
sources from which they gather stock—the number of village societ? °P§—the
vicinity-—the local products—these must be studied and an imerlinkinegs mf t:e
societies with the stores must be made to strengthen the stores while each of the
can also have the advantage of a stores without the attendant expen:c::z
worry.
~ Thus we see that a store can successfully work in Urban
populated villages where there is already a credit society functia;::g°f rl:rge:y
and having experience in joint parchase. properly
So applicants desiring the registration of a stores society must be compelled
to furnish a statement sl}owing e
(1) a classified list of their members.
(a) loyal customers.
(5) qualified men for the directorate.
(c) number of monthly salary earners.

(2) Their monthly household requirements—estimated valug thereaf ¢
smmble to judge the volume of work, ' qat ta
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e to pay for the same.
ch as joint purchase etc.

(3) How they manag
he property statement now called for

(4) Their psiness experience St )
‘This statement ig as important as

1 conditions and he must devote
i make 3 study of the loca
b omm‘“;i‘: ::ti)ort to the buman material availaije and the trade faci-
main attention 1857
lities that the locah.ty has. e
So an applicatiod form m
For popularising the stores,

engage it joint P“rchasze permmed to sell on credst agricultural implements,
- The Store m}ISt o agriculturists on the security of their crop or on
manures 10 1 repay in kind in the next harvest, or in instalments in

condition that th:: wi cure facilities for agriculturists while ensuring
successive

This will en
a proﬂtlble joint 8

devised for the stores societies.
every credit society must be induced to

fe of their produces eliminating the middle man.

HOUSING.
Rao,Ananta Rao and G. Venugopal l:acl). (South
e whole tolerably satisfactory. But the loans have
Canll’l)“The'mles 8:;: !l:::]ding of new dwelling houses. Building of and
besn restricted only t:‘s of dwelling and repairs to dwelling-houses have also to be
repairs to 3PP for which loans are to be granted. Provision has been
included in the b cges for getting the building operations valued by “experts”

made for levyiné ed by Government to societies. This

rant
. . iments of loans are .g . .-
every time mSti:.l rather unduly heavily upon the societies.

is likely to welg mership system can be applied, if at all, only in compara-~
2. Twe ctrpa: wnos like Madras, Midara or Coimbatore. People with

1 i(:n familiarity are more accustomed to the full ownership

whom we cal e ship variety. But co-partnership also will be able

1.q-partner 0 Wi
system thm:l tof:t;:l‘; I::Ge number of adherents at Mangalore, which is the only
mand & 4

Messts. M. Shiva

urban ared in this Dl-g;::citg not a question to which we have devoted much
Rural h":u:;es pot seem to us to be such as to require any activities of
uth;ractef on any large scale to tac:le it.
existing orders of the Board of Revenue, we do not think it will
4, Under tive societies to do anything for acquisition cf house-
;. A poor man gets land on darkhast, but a co-operative
gites for the l:°°et any land on darkhast without paying the “value” of such
€ bargain under the alienation system. These are the present

into the : 1
o orders are revived, there is no hope.

orders. Unless these
Rao Babadur A. Vedachala Iyer:—The rules promulgated by the’

i -—bui ld put in § of the loan
Madra Government require that each house —builder should p e lo
e :btginedasshare capital. This condition will be justified because the
to ' ‘
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Statistics may be obtained from each society as to the amount of total indebted-
ness and assets of each member composing it, and theo loans sanctioned to the extent
of 507, of the market value of the entire property at favourable rates of interest, the
term of repayment extending to 20 or 25 years even in coasideration of the repaying

capacity of each member,

Mr. V. L. Vasudeva Rao (Coimbatore District Bank).—The question of
organisation will be solved by the appointment of say 5 or 6 additional Assistant
Registrars who may be selected from among the present Union Governing Body
members and invested with full power as to arbitration and also organisation. My
reason for confining the selection to the members of the Unions is because they
possess large influence in the locality and the fact that they are acquainted with
a very large nunber of memhers taking loans will go a long way to reduce the
numb.r of cases for arbitration which is not likely when arbitration work is a stipendary
office like that of the preseat Assistant Registrars. It is also in my opinion necessary
that before a society is registered, the financing bank should be consulted as otherwise
there is a chance of friction betwoen the Directors of the Bank and the Department in
cases where they hold different opinions,

The Bank is prepared to meet short term needs of societies provided it is informed
sufficiently in advance as to the amouats likely to be r°equired under this head, the loans
So Jong as drunkenness and mischievous babits of

being made repayable in a year.
indulging in litigation criminal and civil continue it is not possible to undertake

complete redemption of prior debts.

All loans for purposes other than purchase of seed grain, manure, payment of
kist, domestic expenses for the dull season, for the sale of produce, purchase for cloths
and such-like family routine expeases may be treated as long term loans. [ would
insist on such a demarcation as very necessary not only in the interest of the financing
bank which has to find funds but also those of the borrowing public which will be
enforced to observe thrift and punctuality in repayment. ¢

Loan application with the recommendation of the Union concerned may go direct
to the Bank as the basis for the d:cision as to waether the loan should be granted or
If the property statement is alright, I can dispense with the rule that appl;.

refused.
Of course applications from societies not

cations should g» through the D:partment,
affiliated to a Union will continue to go through the Department.

At present we have deposits from individual share-holders to the extent of Re 3
lakhs. This will disappear if share-holders are purely societies.

Both the Manager and the paid Secretary where there are Secretaries should
have the requisite training. The Board of Minagement should take steps for the
s:lection and training of suitable candidates for the Secretary’s place with the sufficient
qgialiﬁcations as to character, property and business capacity. The Secretary ought
to furnish security to the extent of Rs. 500. Details as to period of training etc., may

he left to the Board of Management to settle.

5
Mr. C Ranganatha Iyengar (Gooty) —The organisation and starting of.
societies should be conducted on the recommendation of the Local Inspector or Uni(ﬁ') b 3
y

‘a capable and senior Inspector of the District under the immediate presence of th
e

Assistant Registrar. At present the Local Inspectors seem to care more for voly
of work than efficiency and permanency. The Assistant Registrar should be pre ot
on the spot and satisfy himself by enquiries of the need for a society, the nature of“:t
society required for the locality, and availability of enthusiastic and influential rst .
to take charge of the work and run it on. The Central Bank is not in g F‘Os‘})teionmt!8
advise bzing remote from the area. The local Union, as it present constituted, is g muc:
inferior body to the Conmittee of the saciety and its voice will be little heard in matter
of registration. It can only offer suggestions which are not binding. The Directorats
of societies should, as far as possible be drawn from various interests, so that th:
persons may influence all classes to join the society. The System of co-opergtiv,
marketing should be tried by these rural societies. It is possible to clearly demarcate the
periods of loaning with reference to the purpases, e. g., for ‘trade and householg
expenses the period should not exceed at the most a year. For marriage Purposes
loans can be granted for two years, provided no additional expenses are incurred durin
the period in connection with the same purpose. Certain clerks should be trained aﬁ
volunteers in the District Bank to be released for service in primary societid which

need them.

Mr. R. G. Nallakuttalam Pillai, Hon. Asst. Registrar, Srivilliputhyp.—
The movement has not yet reached the masses sufficiently. Illiteracy is still rampant
in the country. Societies are started without any reference to economic Strength
or poverty of the locality. There are very few organisers of societies who are
qualified to stuly the economiz conditions of a village and suggest the proper form of
societies. The capacity of individuil members to stand the strain of distress or calamity
must be the criterion for judging the economic conditions of a village, and on that
julgment should depend the form of society and the special by-laws the village may
require, There may be not only heavy indebtedness but also drink, non-employment etc.
causing havoc in the village. Tbe third may be relieved to a certain extent by suitable by.
laws, the second may have to be left to time and geatle persuasion and even i the case
of the first ordinary by-laws may not be sufficient to relieve the members of all their
indebtedness. Societies started with stereotyped by-laws in such eCOnOmiCauy o
localities cannot flourish even for a year. The department is not only very rigid but
also delays unnecessarily long, by raising series of questions even when Slight chang
are propoged. The laspectors and all organisers of societies recruited-must have . specg' Sl
study of rural economics. A detailed report of the economic condition nf villages ¢, ]
now be expected from them. Such of the details as are required by the Manua nnot
suflicient for the present day purpJses. are

A\i]enlral bank cann.of h':e :r:;;i;:;n:?d% told.ELI(‘le f‘PJn the estration o
s hogver may urgd i ' 5ot Registro o ghe Assixt

Ve
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loyalty etc., and the advantages of co-operation in its several aspects must be
printed and published and the Director of Education must be approached with a
request to include them in the curriculum of every aided school. The edifice of
co-operation if begun on this bed-rock would be safe and secure for all time.

Wherever we come across with real democratic men —men who accept
certain ideals of life, men who are well informed by a sense of equality and
inspired by a sense of tinding equal opportunities for all men, there we find co-
operation lifting its bead. Unfortunately class prejudices and caste hatreds have
slowly crept into the co-operative movement. These keep some men who are
willing to render willing service away from the movement. .

Till now the co-operative movement has been measured by quantity and not
by quality. The result is only an embellished paper progress.

Such of the Honorary Assistant Registrars and Secretaries of Supervising
Unions who have justiiied their positions by their voluntary and responsive co-
operation are more competent to test the suitability of localities for credit and
non-~credit business. The trained supervisors of unions can help the rural banks
to keep correct accounts, conduct meetings and send their reports. No super-
visor can bave more than 20 societies to supervise and his jurisdiction must be
within a radius of about 5 miles from his quarters whether the number of socie-
ties within that area is more or less. Then only the control will be thorough and
the work efficient.

\Ve have not carried Co-operation to its fullest extent at least in one village
by studying its needs and ttying to remove usury and the elimination of middle-
men to hold as an example at least, nor have we been able or willing to extricate
the members, at least of a particular locality or a sect, from the clutches of
usurers. :

When we thus restrict and limit our help to the members, the best influential
of the group of members monopolise the advantages amongst themselves and
their relations keeping lesser men and the dumb in the background,

It is high time that we must begin to work a model primary society and
make it a standard-bearer of the true ideals of the Co-operative movement .

To begin with, a convenient locality must be selected. The whole locality
must be given the benefits of the movement in all its aspects—liankiné
Commercial Agriculture and Industrial. Here we must give practical educatior;
to students making them earn whilst learning.

We must construct a storage depat ot granary to supply seeds, tools raw-
produce efc. and to recewe instalments of debts in kind efc.
In short it must be a self-contained colony.

DISTRICT BANKS.

The attempt of Departmental officers to reduce the shares of inhividua)s 1s
not a desirable step.  But there must always be a majority of society re')re;em
tatives. ;

PRIMARY SOCIETIES AND CENTRAL BANKS. 47

ere are about a hundred societies it is better to have a separate
central bank instead of one district bank with an unwieldy number of societies

. to be managed. Some of the present District Banks are a happy group living in

the Olympian heights thoroughly ignorant of the conditions of the locality and are
to depend only on the Department for advice atfc.

Proximity to societies would enable us to study the local conditions and to
exercise control and check over them,

All these central banks must be federated to the apex bank and hereafter be
made as its branches. Even the present District banks must go by the appellation
of Central Banks and not as District Central Banks.

We have been proclaiming time and again all these years that middlemen
must be eschewed and yet we countenance the district banks as acting the part
of middlemen batween the Provincial Bank and tha societies.

Time there was when we ‘could not be overstrict at the initial stage of
forming central bankson accoun: of the want of best humain materials. Now that
the co-operative road is roughly laid, we can think of weeding out men who join
the movement with ulterior motives without the least interast in it and who
would not subordinate their welfare to social welfare. If we do not eliminate the
middlemen’s selfishness of the District banks, our practice ‘'would become con-
tradictory to our profession. [s it not stultifying to think of the ‘rate of interest
charged to a society compared to the rate charged by the provincial bank? Why
should the District banks b2 perumtteld to act the part of middlemen. Is ours a
profit earning movement ? We can think of lending‘the societies at a rate of
interest at which the provincial bank lends to the central banks if all these are
a‘filiated as branches of the provincial bank. But we will have to fix for
moffust] deposits in co-operative banks a rate of interest not exceeding the
maximum rate at which the provincial bank lends the central banks. All central
banks must be linkel to the one chain and must have paid secretaries throughout.

When we resolve to have a central bank for about 100 societies, the
existence of separate supervising unions is unneccesary and they can be done
away with, These central banics can go by the name of central banking and
supervising unions. “Vhen these become guaranteeing unions, deposits will be po .r-
ing from all sides. Under this scheme more supervisors will have to be appointed.
Any surplus supervision fund may be utilised towards the travelling allowance
of any member of the central banking union being appointed by the President to
make surprise visits to societies which are reported not to be working properly.

ORGANISATION AND SHORT TERM CREDIT.

Mr. M. Krishnaswami Sastriar (Ranipet Town Bank) —In regard
to organisation of societies, the Presidents of Local Boards should supplemnent
the work now being done by non-officials and the Department. They should
recognize that their interveniion n the iatter of organization will help a
great deal. In regard to short term eredits, the surety system will safeguard
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fhe.zm‘lo;mt of the overdraft a=co nmodation should be sunk in loans to vnlinited
societies. The money required for the latter parpose shoald come out of the
sh.are capital and deposits. To what is then left out of these two it:ms,
with a further margin set apart thersfrom for grant of loams to dep>-
sitors on  the security of their deposits will be limited, the capa-
city of the District Central Bank in the matter of sparing funds for advance
to Urban Banks. Such limit happens to be very limited in Central Banks
in which deposits are very limited. And from within such limits, ghould
come all money required for the use of urban banks whether for,issue of lowus to
members or as cash credit. . o )

9. Coming to cash credit: Urban banks of a certaia magnitude of business
are required by a rule underthe Act recently issued to maintain fluid resourceto a
prescribed exient. To emable them to comply with this rule, Urban banks would
naturally look to the District Bank for accommodation. The question is, what i3
the limit to which accommodation may*be Riven by the District-Bank. I think the
District Bank may grant cash credit to Urban banks t the extent of the share
capital and Reserve Fund actually invested in the District Bank or to the extent

of 1} times or twice the said amounts.

The grant of such accommodation will havetobs dependent on certrin <peci-
fied conditions as to (1) proper management of the Bank ; (2) prompt realisation
of overdues ; (3) strict’ compliance with byelaws and {4) prohibition of bno'c

4 for special r3asons ; ‘(5) use of the cash

adjustments except in special cases an
credit only for the purpose of repayment of deposits. In order to enible the Cen-
" tral Bank to see that the urban bank complies with these conditions, the urbwn
bank should furnish the Central Bank with periodical reports giving information,
more or less on the lines on which the District Central Bank furnishes monthly
reports to the Provincial Bank.

10. Detailed terms as to the rate of interest chargeable on cish credit, tha
minimum ptoportioh which will have to bear interest, whether drawn or undrawn,
ole., olo,, will bave to be fixed after careful consideration,

11. The Provincial Co-operative Union enquires whether there is any con-
flict of interest between urban . banks and the District Bank, on account of
competitiod for deposits. Competition does exist in places where the Urban Bank
at the district headquarters allows higher rates of interest on borrowings than
those allowed by the District Bank. I do not see how such competition can be
avoided. Either the Urban Bank should be allowed to offer its own rates or be
granted loans by the District Bank for advance of loans to its members. The

former course seems preferable. It will be interesting to know how matters

fare in other parts of the Presidency.

Gl Cooparative Priming Works, Lid. Chimtadrinet, Madras

u\>~‘§

2. LOCAL UNIONS, DISTRICT COUNCILS AND g\ © w22,

PROVINCIAL UNION. *V\

LOCAL SUPERVISING UNIONS AND DISTRICT COUNCILS

~ Mr. T. Srinivasa Rao (Chittoor).—The accounts and affairs of eve

society for the preceding year undergoes thorough overhauling during theaudit t!:y
results of which‘a.re communicated to the society by the Assistant Registra'r o
the shape of two documents, namely (1) “the audit order” and (2) the “revie .
Generally there would mot be much to do with “audit order” beyond seev? :
that it is considered by the general body of the society and that the pancha “‘f
takes the necessary action in regard to the remittance of reserve fund supe!rmi-
sion fund, etr.E: As to the “"review’’ however the matter is different. If ;s itou ‘l'xt
to do, the . Review'' embodies all matters concerning the ad;ninistra.gon
of the society in respect to which action remains to be taken as the
result of the audit, in order that the affairs of the society might be brought
to a state of perfection, that document would at once be an excellent guide in fh

hands of every one who has anything to do with the society, to proceed with hi:
business. The review will of course be addressed to the society and it is th

gociety that has to take the necessary action. Concerned as we now are w't}?
supervision,it will bsfound to be an extremely useful guide in the hands of the unilon
and its supervisor, in that it will enable them to readily know what matters ther

are which await attention. Further, issued as it is by one who is not dire tl‘5
responsible for supervision and based as it is on the result of a thorough over;a Y.
ling of the society's affairs there is a fair amount of gudrantee that it contai .
complete list of matters outstanding or'demanding attention. With a review of“:;'a
kind drawn up and placed in its hands by the Assistant Registrar, the union ha: .
splendid opportunity of correcting mistakes, supplying defects,and omissio:lsa
taking the necessary action on matters calling for action, and thereby placi '
the affairs of the saciety on a satisfactory footing. placie

As all co-operative officials and supervising unions and the District Bank
of this district are aware, a review of this kind was introduced in this di ta_n
two years back. It was issued for the first time in respect of the year 1920ls rzlit
it ‘'was also issued in the succeeding year 1921.—22. The form of the —zh
underwent improvement during 1921 —22 and it has since been further im revle;,
which improvement would be introduced in the review to issue inr proved,
current co-operative year. espect of the

The review is issued in a printed form. E.ch one of several matters which
are common to most societies is reduced to a single particular form or Whlc
pecessary to two or more altemative forms). This way a number of im ere
mattecs relating ta each society is brought under a detailed review and tt?: 2:2:

. A 9
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but will concern itself with seeing that their working reaches a fair level of
efficiency.

They may meet once or twice in the course of the vear at the district head-
quarters. The duties devolving on the District Committees may be said to be—

. {1) The passing of the budgets received from several unions in the
district.

(2) The reviewing of the working of several unions.

(3) The consideration of the steps to be taken in the matter of pulling
up backward unions ;

(4) To see whether the supervisors employed in unions come up to the
required standard of efficiency ; and .

(5) The consideration of the programme of work for transaction in unions
during the coming year.

The pregent District Committee composed of uttion representatives at one
from each union may form the Board of Directors which may meet three or four
times a vear for consideration of questions of policy or procedure and other
important matters.

It will also be necessary to have a smaller Executive Committee of, say,
three members who may meet every month, to obtain and deal with monthly
progress reports regarding the transaction of busmess in unious and affiliated
societies, in matters relating to collections, loan applications, attention to review
points, etc., and to transmit requisite information to the District Bank or the
Assistant Registrar, as the case may be. (Reprint of Cir. 100. 28-4-2% of the
Assistant Raqistrar, hittoor.)

LLOCAI. UNIONS.

Rao Sahib T. Srinivasa Rao. The first question dealt with in the
questionaire under the head is about the manner in which recommendation of
Joans made by unions should be regulated and improved. I have dealt with this
question in my note on Central Banks. If and when, as suggested inanother note
of mine, the results of audit of every society are communicated in a suitable form
to the society and the union, and when these authorities begin to take the

" pecessary action in the matter and in consequence the working of the society as
well as the union get into proper order, and when again the Central Bank begins
to deal with the loan application in the manner suggested in the note already
referred to, the unions will in due course of time become competent to dea) wigi,
loan applications.

2. It is asked whether the union budgets and appointment of union supervi-
sors should continue to be subject to the approval of the Assistant Registrar. I
another note of mine dealing with the present outlook of the Co-operative move-
ment I have stated that it is »igh time that every district formed a federation of
unions there:n. That federation, I would submit, will be the authority to be
entrusted with these powers , viz., approvior budget estimates of unions and the

3
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appointment of union supetvisors. Instructions of a general kind as regards the
preparation of budget estimate of charges of a union may be laid down by the
provincial Registrar for the guidance of unions and the District federation

The Provincial Registrar may also lay down the minimum general quali ﬁ..
cations to be insisted upon in the case of union supervicors. Until the District
federation comes into existence it may not be possible to dispense with the
approval of the Assistant Registrar in these respects.

3. The questionaire enquires whether a system of inspection of societies by
Governing Body members, with or without payment, may not be possible. This
enquiry may at once be answered in the negative, if the Governing Body mem-
bers are to bear their travelling expenses and batta out of their pockets. [If their
services are to be utilised, they should certainly be paid for. The question s
whether even with such payment we can find men willing to do the business:
The solution 1n this respect cannot be achieved easily or at once, It isonly in
due course of time, with the education of rural people as regatds their responsi-
bilies, that improvement can be attained. ‘

4. Another question raised is whether the funds of unions, composed of the
rate contributed by societies and the rebate granted by the Central Bank, are
sufficient to maintain an efficient staff and to do propaganda work. This ques-
tion is very easy to answer, for it may at once be said that in most unions
the funds are inadequate to meet all these requirements. While this is so, it is
most unfortunate that the existing rate of interest chargeable to members of
primary societies viz.,, 10-15-0 per cent has been, or is being reduced to 9%
per cent. Ihave dealt in another note with the question of the reduction
of the rate of interest from 10-15-0 per cent. In that note I have not taken
note of the claim on union funds for propaganda work. I have failed to mention
in that note that the present rate at which societies contribute to the supervision
fund is inadequate even to maintain a supervisor on adequate salary and to pay
travelling expenses to the president or the secretary and other governing body
members making inspections. 1t goes without saying that the union ﬁnancé
should be strengthened at least to meet all these charges, though not the cost of
propaganda work. If this question is seriously considered, no co-operator would
think of reducing the rate of interest chargeable to members of primary societies
from 10-15-0 per cent, remembering that that rate is by no means 0p1.)ressive as
compared td the rate of interest obtaining in the open market.

5. Still another enquiry is made in the questionaire, namely, whether unions
could undertake the disbursement of loans and remittance of collections of socie=
ties and if so, what would be the financial security for doing so. I think that it
is highly inadvisible that unions should be entrusted with these duties, Iam
aware that in some unions this is being done. I do not know what security
there is for proper conduct of this business. No doubt things may not have gone
wrong so far, but that would be due to the present office bearer or bearers
in the union being persons of unquestionable character and integrity
The undertaking of ftinancial responsibility of this kind by an inStitutior;
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TRAINING OF CO-OPERATORS.

. should be a course of lectures to which all the office-bearers of the
societies and unions may be required to attend. Experienced co-operators who
either officially or non-officially had knowledge of the working of societies of
unions may be requested to deliver such lectures. They may be paid such
remuneration and travelling allowances as funds may permit and the status of
the lecturer may demand. The funds should be contributed by Financing Banks
and Local Unions. As these institutions may not be able to find all the money
required, the Government should also grant some subsidies which may gradually
be withdrawn when the Financing Banks bave grown strong enough, to under-
- take the burden entirely.

The recruitment of Supervisors should be digect from am.ong candidates
who may have passed at least the School Final and passed examination in
accounts and Manuals of Co-operation such as Hemingway's Manual. They
should be required to attend lectures suggested above and undergo pmactical
training-for at least 3 months under experienced Inspectors. Selection should be
made only from among such candidates.

MORE PQWERS TO UNIONS.

The power of recommending loans to societies, organisation of societies
and supervision may be transferred to Local Unions, Supervision must be ex-
ercised by Assistant Registrars also to a large extent. Until the Societies and
Banks are able to engage certified auditors, the audit must be necessarily
done by the Assistant Registrars.

I do not think that the appointment of supervisors should be done by the
Asst. Registrars. It should be left to the Management of the Unions who have
to pay control and get work done by the supervisors,

The inspection of societies should be done by the governing body members
without any remuneration. They must be paid their Travelling expenses. The
governing body should endeavour to elect such members as may bave inclination
and interest in the Co-operative movement.

FUNDS.
. It seems to me that a small percentage of the net profits of each society
afliliated to the Union may be set apart for contribution to the supervision fund.
The Central Banks which can afford to save something after paying the maximum
dividend may from time to time be requested to contribute an additional sum
towards the supervision fund.
\d FINANCIAL RESPONSIBILITY.

1 do not like to burden the Union with this respousible work. The Financing
Barnks and the repaying socisties may not be willing to pass money to their hand
as they may feel that there will be no security for tbcumonoymtbm'h
the Unions. The financial responsibility is too much for the Unions to undertake.

adut———

" memb.
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HONORARY ASSISTANT REGISTRARS.

Mr. T.V. Kuppusamiah (Tindivanan.:).—lf t.he Registrar happens to be

diating force to direct the three (Co-operative, Agriculture and Industry) into
ar ol without separate heads for them and with only personal assistants
one Cba:,d if the co-operative department also is divided into 4 or 5 circles and
fot: him . uu:twm"s posted for each circle, the Honorary Assistant Registrar’s
"""?\"".u thent become very conspicuous. It will not then become a patron-
position ‘:utod to a hanger-on by the donor. It will then be given to the man
ago-distff taste, talent and tact and who must be held at least morally res-
“"i'.':km;:}he'ﬁcb' working of the movement. Under the system of a chain of
. pervisors the continuance of inspectors are unnecessary except for
tmlf”d mk The central banking and supervising union, as it will then be
audit wor .dditioﬂ to its own supervision, will derive its information through
called, o % Assistant Registrars also. These must be provided with a peon
the Honorary banda travelling allowance in the scale provided for paid Assistant
anda cleck ?:"fs ensagh if each district is given 2 Honorary Assistant Registrars,
Registrars- lemént so much of public money will be saved as several Alssistant
By t'h::;::: inspectors will be reversed to their old appointments. There will
Regis :

ror ent on one side and improvement gn the other.
be retrenchm -

INSPECTORS.
Mr.Jd Kﬁ,h,murthi' Rao.—The staff of Inspectors are generally
. t to properly organize societies. It should be solely confined to the
incompetenl Inspectors, trained Honorary Assistant Registrars and Assistant
staff of ChldTbe inspectors should be able to devote more time in periodical
Registrars-  societies and thoroughly be given directions for drawing up their
inﬂl’,“t.‘ono rts. They should see that the loans are properly disbursed to
inspection ra:o ro.pet documents are taken from each member. They should
e .‘ors 3? : into any misbehaviour of the Panchayatdars in the matter of
fully investiga 1 ish out any false, fraudulent or nominal loans. If the loans

: an
Srant}ng l?:::e Jesming prior dzbts, they should see that the redeemed bonds are .
are 8!301;‘0“ the creitors. They should classify short term and long terra loans
secure h

hich the loans are sanctioned, and note overdues and the
noting the pMW;£:; :;ould be specially careful in dealing with loans taken
causes therefor. tdars -of primary societies. They should at the time of final
by the Pancbay':“ 4 property statemeats and note any accretion or depreciation
audit.procuw::m property of the members. Entrusting different functions to
in the val::‘:o! wi th respect to a large number of societies will much handjcap

ae inspe

:l”ir work.

DISTRIC

T COUNCILS AND THE PROVINCIAL UNION.

Babadur A. Vedachalayar.—Ths present finance of the Provincial
~ Rao s upon the contribution given by primary societies as an equivalent
Upion 3:}):: ; the Bulletin and other publications, and upon the subscription
to the
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