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GRANT OF EXTENSIONS.
(Editorial).

. One of the circulars issued by the Registrar relates to the

“procedure to be adopted in the matter of the grant of extensions. Co-

operators are aware that this subject has been prominently before them
for some months past, especially since the last Provincial Co- -operative
Conference. The matter underwent considerable discussion and the
Conference observed with regret that the system of extension for loans
due to central banks in vogue in certain districts was open to grave
objections, and resolved to appoint a committee to enquire into the
matter. ‘The matter is still under inquiry and the report of the com-
mittee is awaited,
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' In the meantime, we have the Registrar’s Circular on the subject
(\'rlde pp. 176—178 November issue). It will be within the recollection
of co-operators that in July last year, the Registrar issued a circular

v.gvide Pp- _91.—93 of the Bulletin for August 1923) which dealt with
the manner in which the Central Banks should regulate the grant of,x‘\

textensious to primary societies. Certain comments thereon appeared
i our August issue (vide pp. 119—123) in which the writer observed
"that, unless the primary societies and unjons moved in the matter, the
Central Banks could hardly 1ake any ‘progress, and suggested the isstie
of the‘ necessary instructions to those institutions, We are glad to find
such instructions in the circular under reference. “The circular of July
'25 and the present one supplement each other and, subject to a few
rtemarks lower down, it is hoped that the primary society, the union
‘and the central bank will observe them in practicé. o

. ¥t is not mere extension that is advocated by the Registrar. He
anticipates that a-revision of instalments will probably be n;.‘essary but
wa.rns that tlie revision. “should not be resorted to W‘ithéut careful, in-
quiry and. without express permission of the local union ” and (let us
add) qf the central bank as well. In either case, the grant of the
concession will have to be strictly restricted to GENDINE lgaus.

In regard to ane instruction contained in the circular, however, we
feel constrained to take strong exception. “I'he Registrar savs ’that
“ For the amount covered by references under Rule XZIDV or C i>vi)1}Suit
the central bank may give an extension of time provide.d the mana §
ment of the society is honest and efficient.” In another later cir gire.
of his, bearing on the reorganization of societies, also appearing ixcxutl?r
November issue, the Registrar reiterates thie same instruction, ;Ie sa 's('}
*“There can be no objection to obtain an extension of time from il '
central bank for the amount covered by such references (th;lt is, ref .
ences under rule XIV) or Civil Suits.,” We are unable to und,erz:aflr(i

the necessity or reason for the grant of an extension of this kind by th
central bank to a primary society, T

3 i ] o)

of the time (.)rig.inally agreed upon, for repayment of the loan. Admit
ltg::gll}', it isjustified only when the individual borrowing member finds
himself unable to comply with the original stipulation for some reason

or another beyond his control and as such deemed as satisf

‘ > _ actary, such
for instance, as the failure of crop, the failure of monsoon therl}:;ppen

ing of an unforeseen calamity such as flood or fire &c Wi 1
L - ' P ) LE ) . vhen the
reason for non payment within time is mqlured into and deemed as not
: 1

satisfactory, and when all per ive 1mea
aty 3 d wit stasive reri t
, P measures for recovering the arrea;
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prove abortive, then and not till then are coercive steps resorted to
either before the departmental official by a reference under Rule XIV
or in a Civil Court by a Civil Suit. Evidently, therefore, overdues
covered by references under Rule XIV or by civil suits are fhe worst
form of arrears, which the borrowers will not (as they ought to in a
co-operative society) pay of their own accord within the stipulated time;
which in the next place are not eligible for grant of extension; which
again the panchayat cannot collect by resort to persuasive methods;
and for the recovery of which, in the last resort, coercive processes are
taken. What justification there can be for the Registrar’s instruction
under reference that the central bank may grant an extension of time
to the primary society in respect of such overdues passes one’s compre-
hension.

The Registrar’s reasous for this iustruction are, to quote his words,
as follows: “It may, however, so happen thata primary society will
fiave to ask for an extension of time in regard to a loan not covered
by similar extensions of timz, given or proposed to be given to indivi-
dual members of the primary society. This will happen (the Registrar
adds) (1) when a number of members wilfully default in payment of
their dues, -and (2) when the society does mnot propose to give them
an extension of time, and (3) when it does not want to penalise good

- members on account of the wilful default of a few.” 'The italics in the

quotation are ours. The clause marked (3) is mot consistent with
clause marked (1). If as clause (3) would put it, the wilful defaulters are
a few, the inability of the society to pay the central bank’s instalment
will not generalljarise. If however as clause (1) presunes, the wilful
defaulters are many, the society may not be able to pay its instalment
to the central bank. ‘T'hese two reasons will not generally co-exist: they
caunot go together. The only plausible reason in justification of the ins-
truction is that the society does 1ot want to penalise good members o
account of the wilful default of sonte members. If such members are few
and the good members are many, thie necessity for extension will not, as
already observed, generally arise. If, however, the wilful defaulters are
many and the good members a few, the extension will not, in the
Registrar's own words, be called for. For, the Registrar says that
extension in sucli cases can be given by the central bank “provided the
management of the society is homest and-efficient.”  And how can the
management of a co-operative society be deemed efficient when the
defaulters, mind the wilful defaulters, are many and good members a

few.
Barring cases in which extensions are deservedly called for and
granted, first by the primary society to its individual mentber aud they
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(where other concomitant conditions call for it) by the central bank to
the primary society (the amount of overdues covered by such cases being
removed from the head of overdues), there will remain overdues which
are either (1) in process of recovery through persuasive measures, or
(2) covered by references under Rule XIV, or suits in the civil court.
Of these, the better class, namnely the former, will appear as overdues
while, tlie worse class, namely, the lattgf, will be brought under cover
of extension from the central bank and presumably excluded from
“overdues.” For obvious reasous, it will be irregular to do so. Both
these classes of overdues, for non-pavment of which the borrowers have
no justification whatsoever, should-be shown under overdues; and the
present proposal can hardly be entertained by central banks.

Another objection may be advanced. The overdues from societies
to the central bank exhibited in the statistics appended to the Presidency
Administration Report and commented upon in it should depict the state
of overdues as they really exist. “T'he present instruction will have
the effect of removing the worse form of overdues from that head and
present a picture inconsistent with facts,

Still another reason. The instruction in question will automatically
facilitate the grant of a further loan by the central bank to a society
when the latter lias brought all its overdues under cover of references
under Rule XIV or civil suits. The incentive on the part of the
panchayat to do its duty of collecting will disappear : its efficiency will
be slackened. The stauding iustruction that coercive processes should
be resorted to sparingly will be honoured more in the breach than in the
observance. The open facilities to the central bank for check of the ac-
tual condition of affairs in a primary society applying for a further loan
will disappear. Even when the society does mnot apply for a further
loan, one sure index testifying to its condition. will have been removed,

If the reason for the instruction in question be that a primary
society, by reason of having on its rolis a number of wilful defaultery
who have been sued for their dues, cannot repay its instalment to the
central bank, and cannot, for that reason, raise a further loan from that
bank for helping such good members as there may be on its rolls,
instances of societies of that kind which can still be deemed efficient will
be very rare indeed. In their case, exceptional reasons ought to and will
certainly exist for the grant of a loan by the central bank and the simple
fact that the overdues from the society are not covered by an extension
from the central bank and still appear as “ overdues

: will presumably
pot stand in the way of the grant of the loan.
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We have seen a circular of a local officer that extensions may be
granted by the central bank in the case of amounts decreed and pend-
ing exectition. ‘The Registrar’s instruction under comment, however,
goes one step further, namely, that amounts covered by references and
suits (whether decreed or not) may be granted extension.

Considered from any point of view, the grant of extension by
the central bank in respect of overdues covered by references under
Rule X1V or Civil Suits (whether decreed or not) appears to be objec-
tionable,

We invite the careful attention of co-operators to the objections
stated above, especially of central banks and the apex bank.

URBAN BANKS_SOME PROBLEMS

In the progress of times, the Bank has, in the opinion of the Board,
attained a condition in which a thorough outlook is necessary so as to
pick out the difficulties it has to meet with in its administration and
concert measures to remedy them. “T'he administration of the Bank has
to be rendered as easy, smooth, and efficient as possible. The Board
desires to record hereunder the main difficulties it has liad to encounter
till now and the way in which it may be got over.

(1) Large surplus cash balances have become a standing feature
of the Bank for some time past. The Bank enjoys good credit and can
draw large deposits. The Board also believes that with certain facilities
the Bank can distribute profitably all its resources among the niembers
themselves. As at present, the Bank finds it hard to do so owing to
avoidable difficulties. The low loan qualification fixed per share
combined with the difficulties in share allotiments hamper the adminis-
tration a good deal. It ought not to be concluded- from this that the
Bank has grown unwieldy and that other remedies should be resorted to.
The present strength of the Bank is not much and the Bauk could
continue to admit members until it reaches a reasonablé limit. Making
allowance for ingress and egress of the members of the Bank, the Board
believes that as far as this Bank's jurisdiction is concerned, the
strength could always be controlled and maintained at a reasonable
limit without failing to meet the demands of the residents in the area.
As per bye-laws of the Bank, a member ¢ould borrow only Rs. 23 per
share and the bye-laws also provide that every member could possess
shates up to 100. DMany of the shares have become vested in large
numbers and in excess of borrowing mneeds in several members wlen
shares were amply available, and it is rather difficult now to make them
surrender whatever they may possess in excess of their borrowing
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limits. Though the Board has been of late restricting the nmaximum
nuwber of shares to be allotted to a member to 60—the maximum
borrowing limit—it has not been able to find shares to be allotted to
mettbers in accordance with their demands. In a large number of cases,
membership in the Bank is coveted only for purpose of borrowing, and
in a very few cases, shares are coveted as an investment. It is a very
hard thing both to the Bank that has enongh money to lend and to the
member who has need for borrowing if sufficient shares are not avai-
lable to enable him to raise the loan as per bye-laws. ‘The Board is
fully aware that there onght to be a limit to the number of members to
be admitted in the Bank so as not to make it unwieldy but the limit to
be so fixed should be reasonable. Having regard to local needs and
conditions, it would be erring on the safe side if even the limit is to be
exceeded to some extent rather than to think of finding remedy by the
creation of another Bank. The town could scarcely support two banks
without counflict, and at any rate it is not the remedy to be thouglt of at
present. The Board is also aware that, by allotting more shares so as to
enable every member to hold as many shares as he may require and
may be found eligible to hold consistent with his borrowing credit, the
Board will have to pay interest by way of dividend at a higher rate than
what it may be otherwise. It would be much better to be content with
a small margin of profit on the share capital rather than encounter the
other difficulty of not being able to distribute its money among members
for want of borrowing qualifications in them.

(2) There is an alternative or additional remedy ‘to be adopted
for relieving the situation without unduly iucreasing the share capital,
and that is, by releasing the rigour in the limit fixed for horrowing per
share. As at present, a member is allowed a credit of Rs. 50 per share
held by him but the same is apportioned at the rate of Rs. 23 for loan
and Rs. 25 for suretyship. If this restraint is removed and a member
is allowed an aggregate credit of Rs. 50 per share 0 be so utilised by
him as he may find it feasible for borrowing or for being a surety, tl{e
demand for shares in large numbers will go down. It would be a far
better thing if even instead of this a member could be allowed to
possess a foan credit of Rs. 50 per share and a surety credit for a
similar amount.. The amount to be lent toa member depends much
upon his status and worth and need not be made to depend very nruch
upon the share capital possessed by him though the same may to some
extent be considered as a security for the loan. ’The Bank’s activities
are controlled a good deal by the limited local jurisdiction allotted to it,
aud the other restrictions tuay as far as possible be relaxed without the
least detrinient to the society.
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(3) There is yet another way by which the difficulty could be
controlled to somme extent. It is not every resident within the Bank’s
jurisdiction that may-be said-to be eligible for individual credit and
membership in the Bank. When once a local jurisdiction is assigned
to an Urban Bauk, it ouglt to be the privilege aud duty of that Bank
to satisfy the needs within its jurisdiction in the matter of financing,
The Bank may render help by direct admission as menmbers
wherever persons are considered eligible for the same, and may help
the others by organising them into unlimited societies as prescribed
by rules and financing them through such societies. The District
Bank cannot seek to exercise jurisdiction ‘over an Urban Bank's
area except by financing the Urban Bank concerned. In fact, when
once local jurisdiction is given to an Urban Bank, there oucht
to be no unlimited societies within that area except it be tTlat
they are constituted for facilitating the work of the Urban Bank.
This principle has been recognised by the department some years ago,
and in fact, the several unlimited societies that have cropped up within
this Bank’s jurisdiction appear to have been brought into existence in
that view. The General Body has been long agitating for this con-
cession and has proposed an amendment of its bye-law accordingly at its
meeting on 19-12-1925. The principle has also been recognised iay the
Registrar’s circular No. D. Dis. 2206 of 1926 dated 5-7-21. The Board
requests that the Registrar may be pleased to take a liberal view in tlie
matter and grant the request. It is hoped that this remedy will also
tend to reduce the number of members seeking direct admission in the
Bank. In the abseuce of these remedial measures to he adopted, the

’ manac*ement may have to devote their attention to shut out the deposits

forthcoming, though the same has already been restricted to some extent
by the reduction of the rate of interest offered. This will not be a
move in the right direction. When once the management begin to
shut up deposits, it may eventually be that the flow of deposits ceases.
On the other hand, it will be a much better thing tc avail of
the credit enjoyed in trying to reduce persons as far as possible especial.
ly at the present times when the strmwenc) of the money market is v ery
high and is tending to the economic distress of the public at large,

(4) Yet another way by which the Bank could be relieved of its
Lieavy cash balances and could be helped to utilise its resources will be
by grant of permission to advance loans to non-members on the security
of their deposits. Such loans have been permitted in the case of pro\v{.
dent deposits and the permission has only to be extended to the other
deposits as well. The General Body has proposed an amendinent of
its by-law accordingly and it is hoped that the same will be accepted,
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(5) Inconclusion, the Board would desire to bring to the notice of
the Registrar, that the present condition of the Bank, viewed as a financial
concern, cannot at all be said to be very satisfactory. The Baunk, in order
to be a good concern, must be able to distribute all its resources with-
out accumitlation and should depend upon an overdraft credit and daily
collections for its daily trausactions. It will be interesting tc note that
it has not had to use at any time till now even a third part of its borrow-
ing capacity. The Board has under the circumstances felt bound to
approach the Registrar in the matter, with a view tosecure his guidance,
sympathy and help towards setting right the situation and if the same
is not secured, it will be time it thinks of changing its policy so as 1ot to
lold itself answerable to the General Body for an} fall of income that
may happen. .

In the light of the reasons stated above, it is prayed that the
Registrar be pleased to be kind enough to find a way out of the
difficulty agreeable to the Bank and to the principles of co-operation.

(Extract from a memorandum to the Registrar of Co-operative
Societies, Madras, by the Board of Directors of the Erode Urban Bank).

CO OPERATIVE LANDHOLDING SOCIETIES IN MADRAS
PRESIDENCY

(Letter from the Registrar of Co-operative Societies, Madras, No.
C. 2154/25 dated 24-10-26 in reply to the letter dated 10-6-25 from
the Madras Provincial Co-operative Union Ltd.)

There are in all about 260 landholding societies at present 'md they
are sitnated in five districts as shown hereunder.

Tanjore S 16
Guntur e eee 77
Kistna e 42
West Godaveri 15
East v e et 110

The objects with which the societies have been formed are (1) the
acquisition of house sites and construction of buildings and (i) the
acquisition of lands for cultivation.

Societies for the purpose of acquiring house sites and construc-
ting buildings thereon have. been formed mostly in Tanjore and East
Godaveri districts. Wherever it is found necessary to provide house
sites for depressed classes, Government acquire land and make it over
to a co-operative society formed for the purpose. The society undertakes
to repay the cost within the period fixed by Government. The cost of
the site is treated asa loan given to the saciety which inits turg
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distributes it to those who have been given house sites. ‘T'hius these
societies are entirely financed by Govermment.

4. In regard to societics for acquisition of lands for cultivation,
Government have given themn lands either on permanent pattah or on
long lease. In some cases, the pattah has been given to individual mem-
bers and in some cases to societies which have distributed the lands
among its members. Government have given loans to a few societies to
enable them to finance their members to make the lands fit for
cultivation. In other cases, the societies have either borrowed from
central banks or raised money from the members themselves.

5. The members of these land-owning societies are agriculturists
and landless ter.ants and belong mostly to depressed classes, Most of
these societies are in charge of the Labour Department.

THE FORECAST SYSTEM IN SOUTH KANARA,

Under “Notes and news” of the August issue of your magazine, a
short note appears about the Forecast System. As it does not give full
information as to the merits and demerits of the systemn, an earnest at-
tempt is made here to explain it.

The Genesis of the System. T'ime was when the societies were few
and far between, the Central Bank had begun to feel that alarge amount
of incanvenience and expense had to be undergone by societies which had
no postal facilities either for receiving from or for remitting to the Central
Bank loan monies. The supervision of the societies was domne at the time
by the Bank itself. “1'he laborious process of getting each ordinary loan
application recommended by the Asst. Registrar through the Inspector
involved delay, and the societies were complaining that they did not get
money exactly when it was needed. Asthe Bank did not feel the
difficulty of financing this small number of societies, they were given
a concession of repaying 1/10 of the original sum and applying for an ex-
tension for the rest. ‘T'he whirlwind movement of starting societies in
as many villages as possible in order to relieve the indebtedness of the
poor ryot and daily labourer of the villages next took the breath out of
the Bank with its slender resources. The financing became difficult
when a few non-credit societies were started which required large amounts
of money during particular seasons. The Bank clamoured that new
societies should not be started without consulting it, as easy ﬁuancnm
was not possible. Rao Bahadur A. Vedachala Aiyar, as Reﬂlstmr
attended one business conference of societies and the Bank lere, and
remarked that the 1/10 system practically amounted to a long period

2
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loan, that a clear differentiation of long and short period loans should be
made, and that the short period loans must be completely repaid within
a period of two years. Long period and short period loans were clearly
defined and a definite period for the repayment etc., were clearly ex-
plained in the local co-operative magazine. Long period loans were
discouraged till the financial condition of the Bank was eased. It was
also noticed at the time that, owing to tlie 1/10th system, a good many
societies had resorted to book adjustments and collected by pressure
only from the poorer folk jast enough to pay 1/10. A few instances of
mishandling of cash halances were also noticed and it was found neces-
sary to meet all the difficulties at'this time and the forecast systm was
devised.

Forecaste system —This system expected everyr member of a
village society to forecast every vear the amount that he may require for
the next crop vear. The purpose, the amount and the month during
which the amount was required, were tabulated in a form and if this
involved an inerease in the maximum borrowing power, this was to be
applied for. These lists were to be prepared under the advice of the
Inspector, Supervisor, or one of the Union Directors who would be pre-
sent in the general meeting of the society and the resolutions had to be
forwarded to the union, which had to discuss these forecasts in the
general meeting of the Union and their recommendations had to go
through the Asst. Registrar to the Bank which in its executive meetings
settled the amount to be paid in the next year and comununicated the
details to the concerned unions which maintained a separate Register
showing all these details. "T'his was necessary because the " sanctioning
of a forecast did not mean all.  Fach individual society had in the next
year to receive applications from members each month for the loan to he
disbursed next month, and a slip was to be prepared by the Secretary of
the society showing the amount for each individual, purpose and period
for repayment, and the resolutions sanctioning the loan. This slip was
to be sent to the Union. In the meanwhile, the Union Governing Body
was to meet and sanction the eligibility of a society for the forecasted
amount for the next month and communicate the certificate to the
Central Bank. This enabled the Forecast slip to be disposed of by the
Secretary of the Union without further scrutiny by the governing body
of the Union and empowered the Secretary of the Bank to pass the slip
for payment without placing it before the Executive Committee. “This
enabled the village society to receive the amount in the month in which
*it was wanted. A counterfoil for the slip was introduced later on to
enable the Supervisor to check and verify whether the loan was actually
disbursed. It took uearly two years for tlie societies to fall in line
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with its working. “I'his was practically a modified cash credit system
with proper safeguards to see if the amount was really wanted and
really had been disbursed.

Its drawbacks :—Human ingenuity or a large portion of it is always

directed to escape the clutches of rules and escape the consequent
penalties attendant on them. ‘To put it in brief, the general tendency is
to honour rules in the breach than in the observance. Hemnce another set
of people has always to waste its energy in inventing new safeguards
against evils that have already appeared and that are likely to appear.
This is inevitable though it is a regrettable waste of energy. The
same thing may be applied to this instauce of Forecast system. Every
attempt at misapplication was to be thwarted, the village society had
to get mouey in time, the Bauk had to provide for the needs of the
society each moitth and secure the necessary inflow of money. The
drama of “ Hamlei” was attempted to be played without the part of
Hamlet.

Human character which requires constant care and watching in
order not to fall into the evil tendencies mentioned above did not receive
the requisite training and attention either for want of tite, want of men
or want of energy. A system can only prove effective if there is the real
Lieart in it. If the heart is affected, the whole system would go to rack
and ruin.  And this was the outcome of the systemn.

Result:—'The steady declaration of 9 per cent dividend tended to
lLelp the inflow of deposits and in order to reduce the difficulties conse-
quent on over-capitalisation, the borrowing power per share of the society
was raised, and every facility to borrow was placed at the disposal of
societies, at a time when individual shareholders were more particular
about their dividends than about the working systems, and wlen
dividends reached their hands before formal approval by the general
body of the Bank. They were lulled into security by the maximum divi-
dends declared and the pretty high rate of interest offered for deposits.
The business increased. ““I scratch your back and you scratch mine”
continued and we were expecting a” Millennium ”. A rude awakening
from this security was made when the first case of prosecution cropped
up against the managing Director of the Garden Planters’ Wholesale
society, a limited liability society which enjoyed a large amount of cash
credit and was already a mammoth concern for the resources of the
Bank. Itis unnecessary to dilate upon this case. But at least, a few
rumblings were heard among the Directors themselves and these easily
subsided when they understood that the village societies were all of
unlimited liability whatever it may mean in a District containing a very
large population following the Aliya Santhana Law. The second
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awakening took place owing to some defalcations in one or two societies
and the few who took real interest in the movement began to verify
the loans given to individual members in societies. Then the evil
effects of working the system were seen in their full vigour. The
easy flow for the mere asking of large amounts of money to societies on
slips based on forecasts which had never been carefully prepared and
which gave some imaginary figures of the wants of members, tended (1)
to retention of large balances in the hands of unscrupulous secretaries,
(2) to show fictitious balances when there was no actual collection by
showing receipts from members when the amounts were still unpaid
and by showing fresh disbursements when fresh slips were cashed.
The amount realised from these slips’ was mostly utilised to pay up
the dues to the Bank. Tt is this last thing which awakened the sus-
picions of a few who began to verifv the loans in societies and found that
bogus loans had been shown while the secretary or the president
or both were mishandling the cash. A few criminal cases have cropped
up and a still few more may either end in conviction or discharge for
want of sufficient evidence, but all the same it has been found that this
admirable system too has to admit of a failure in spite of its several safe-
guards. ‘The system, I do not say, has given rise to these evils, but it
has accentuated these evils and the individual shareholders who rarely
attended the Central Bank meetings so long as their share of dividend
at 9 per cent reached their hands even before the dividend was
approved by the General Body were entirely indifferent. The
one factor that was mot reckoned in this whole system is the
mentality of the society and the secretary of the Bank. So longas there
was no proper check on their “carte blanche” transactions, the secretary
of the society manipulated his general meeting, got extension for the
Bank loans, got his forecast to swell up, his remuneration to increase
used the cash balances for his own ends. In fact e became the “monarél;
of all that he surveyed”. The increase in the aumber of Unions instead
of adding to their efficiency, as was supposed, weakened hopelessly the
newer ones whose governing body meinbers cither were too ignorant to
be ?peranve or helped one another to pass titeir forecasts and draw fat
remittances from the Bank. Wherever the Unions, and especially the
older ones or a few of the newer ones, tried to assert their powers of
scrutiny by withholding the slip, the too accommodating secretary of the
.Bax?k. whose one sole idea seened to be how to give 9% dividend "to the
individual shareholders and lhiow to dispose of surplusesin the Bank
began to override the Union by issuing money on such rejected slips
so that the society could very easily snap its fingers at the Union axll)d
gloat over its discomfiture. This resulted in the slackuess of scrutiny
on behalf of the Union.  So the Secretary of the society at oue end and

LAND MORTGAGE BANKS IN MADRAS & THE PROV. BANK. 219

the secretary of the Bank at the otbier have tended to loosen the rigours
of the system and ouly have helped to acceutuate the evil effects of
promiscuous lending. Is the Department asleep ? may bea pertinent
yuestion.  The smaller fry of the Dept found water clogging
or money clogging beyond their Qepth or wete content so loug
as “two and two made four” and thought vo further.  The bigger oues
had little time at their disposal amidst the array of references from
societies which had begun to swell. T'he general body of the Bank and
especially the individual shareholdess were there mostly as investors,
never cared 1o know how the affairs were, and the societies’ representa-
tives were only too grateful for the “Ma Bap” solicitude of thesecretary
of the Bank aud it was ouly last year when thie reduction of dividends
to 75% in spite of the ingeunity displayed by the sceretary of the Bank in
a wrong interpretation of the Registrar’s advice about charging as a
lability the secretary’s fat remuneration to the year under audit and the
reading of the overdue list of societies in the general neeting opened
the eyes of the general body. It has slightly awakened the general
body of the Bauk and on the other side, if the general body of the
society is awakened to its responsibilities, then and then ouly will any
system work to the satisfaction of the movanent and to the betterment
of the people.  One man society is a danger in the movement and one
wan Bank would be a still greater danger if the question of surpluges
and the question of increasing the secretary’s remuneration based on
profits obsesses his mind, ‘

A Dreamer,

LAND MORTGAGE BANKS IN MADRAS
AND
THE PROVINCIAL CO.QPERATIVE BANK.
By THE Hon'BLE MRr. V. RAmADAS,
{President, The Wudras Gentral Urbaw Bunk, LOi., and
The Madras Provincial Co-apetative Union, L)

Long term rural credit on Jand mortgages is still in the stage of
formulation or at best experiment in this province. The schemes
pfzbiished by the department in 1920 and ~ Mr. Devasikbamani in 1926
are based on the fundamental idea of utilising the existing rursl co-operas
tive instituti;ans for the distributicn of mortgage credit.  The difference
between those two schemes may be deseribed by calling the former a
centralised and the latter a decentralized scheme, ‘
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Departmental Scheme of 1920.

The Primary Societies, on unlimited liability basis, obtain mortgage
bonds of immovable property (agricultural land) from their members and
trancfer those bonds in favour of the Central Banks, which receive them
as collateral security for the loans given by them to the Primary Societies.
The Central Bank transfers them to the Provincial Bank (M.C.U.B,, Ltd.)
and borrows money from the Provincial Bank by exzcuting pronotes in
its favour for the sums borrowed. The Provincial Bank in its turn trans-
fers those bonds iu favour of a trustee, who shall be the Registrar of
Co-operative Societies, until the scheme becomes developed and secures
public confidence, when, a trusteec may be elected by a body composed of
representatives of the borrowing banks and debenture holders.

The trustee, by virtue of the power vested in him, issues debentures to
the public for a limited pzriod or for an unlimited period, for one half or

three-fourth of the amount covered by the mortgage bonds. The deben.

tures are proposed to be floated within these limits on the strength of mort«
gages for the whole presidency in order to avoid the necessity of keeping
up specified set of mortgage bonds as basis of security for each series of
debentures. The debenture holders are given a floating security on these
mortgages so as to permit old mortgages being replaced by new ones
and to release redeemed mortgages from the charge.

The Provincial Bank executes a bond in favour of the Trustee and
borrows money from him from out of the funds raised by him by floating
debentures. The money is transmitted to the borrowing imembers of the
Primary Societies through the medium of the Central Bank and the
Societies. The principal and interest instalments payable on the
mortgage bonds are collected by the Primary Societies and transmitted to
the Central Banks which remit them to the Provincial Bank which in its
turn sends them to the trustee. All the collections are held by the truslee
with his bankers. He pays interest on debentures, and the balance is held
as amortization fund or fund for extinction of detentures,

Mr. Devasikhamani’s Scheme of 1526,

Mr, Devasikhamani divides the business of Central Banks and Sogie-
ties into two sections or water-tight compartments, the shert te:m credit
section and the long term credit section. All loaus up to § years are
designated short and all loans upward of 5 years and below 20 years are
called long. A Primary Socicty which wishes to participate in the long
term schemz will transfer to the Central Bauk operating over the area, all
mortgage bonds taken from its members for periods exceeding 5 years and

applies to the Central Bank for a loan within the limits of its enhanced
" maximum borrowing power. The Primary Societies execute a pro-note

2

| . 2 ) Py
to the Central Bank for the amount of loan, as in the case of the ~depad~w RN

mental scheme, in order to indicate that the primary security for the“‘loqg‘:'i

is the unlimited liability of the members of the Society, the mortgages o

assigned being only collateral,

After the Central Bank gets sufficient number of mortgages from the
societies within its area, it wiil proceed to issue debentures on the strength
of mortgages held collectively by it. The debentures are for perigds
ranging from 10 to 20 years and debentureholders have a floating

charge.

The Provincial Bank is altogether left out of the scheme. Thereis a
trustee in the Scheme but his' function is limited to cee that the
Central Bank fulfils its obligations to the debenture holder and carries
out the conditiéns under which debentures are issued. To enable him to
discharge this duty, all properties mortgaged to societies and transferred
to the Central Bank and all moneys invested in other securities and ear-
macked for the benefit of debenture holders are vested in him. If the
Central Bank fails to fulfil its obligation to debenture holders, the trustee
can step into the shoes of the Bank and take such action as may be
necessary to protect the debenture holders.

Objections to these schemes,

The details of these schemes were subjected to searching and
illaminating criticism by well-informed co-cperators and  the field need
not be covered by me now. The schemes contemplate that the rural
organizations on unlimited liability basis can be trusted to be finaccially
responsible for proper valuation and proper usage of long term loans for
specified productive purposts, for watching the character of the Porrower
and for the due recovery of their dues. The fundamental question to be
answered therefore is, shall we use the Primary Societies for land mort-
gage credit 2 Mr. Strickland seems to answer it in t.h: affirmative .wh'en
he says * It is unreasonable and wasteful to start again from the beginning
with mortgage credit as though the same person would n.ot nor.mnlly or
at least frequently avail himself of both types of Co-operative assistance.”
Buat he misses the point wien he fixes his attention on the person who
needs the two kinds of credit and diverts it from the agencies which are
best suited to render those different types of assistances. I agree with
Me. \Wolff in his strong dizapproval of the idea of village societies being
entangled in land mortgage banking. Qur past exper'icnce ixj tf.ns.provmce,
of long term mortgage credit work done by the Primary Soci ties, ought
to convince uas of the extreme folly of perpetuating it. The soconer we
extricate ourselves from these difficulties we have created by badly mixing
up so-called short and long term business in the transactions of simple

M
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organisations like the Village Societies, the better for the movement

We have not trained people to appreciate the benefits of and utilise short
term loans and have made our so called long terms tao short to serve
our ends in view.

' The Committee appointed by the 12th Madras Provincial Co-opera-
tx.ve Conference to consider the question was also c¢f apinion that the two
kinds of credits should be segregated at some point, but took the wiew
that the segregation need not be made in the rural society but should only
be .ma.de in the Central Bank. - Their reason was that “the rural
unhfmted society has been so modelled as to supply the two kinds of
credit needs but the fnancing banks have not been fitted sa as ta give
the rural societies the required finance to meet the two kinds of agri.
cultural credit nzeds ”. The Committee was obsessed by two ideas
(1) The financial responsibility of the village society affording a guarlantee
to t.he soundness of valuation, and (2) the ualimited liability basis of the
§ocxety securing the co-operative cantrol over borrowers.
illusory in my opinion. Ishall reserve a detailed examination of these
reasons for a future occasion. The absence of requisite knowledge
necessary for valuating and investigating titles on the part of Panchayé.t-
dars, and other limitations of the management of the village society ou hf‘
to make us hesitate to saddle them with financial responbsibility for lfn
t?rm credit. The obligation, to undertake periodical revaluation with i
view to procure the requisite cover in case of depreciation of value, should
not be lost sight of in entrusting the village society with mortgage l;ankin
The };nlimited contributory liability, which can only be involjed wheng;
dgﬁcnlmcy in the assets is discovered on winding up, is overworked. Its
Iegitnmflte play is in short term credit which finances af’riculture' as a
profe'ssmn and where guarantee and liability constitut: the primar
security and tingible prap-rty is losked uoon as a collateral sECurit ,
\Vhfere. substantial real property security is taken for a large loan ‘and )t’
realisation is spread over periods extending over two generation l's
some cases, I consider that the insistence on unlimited Lability is a o "3
abuse of the co-operative principle. Even the German Mutu;l Cgrgls'b
Mortgage Associations do not furnish a complete analogy to th rom
advocated in these schemes of unlimited liability basis.b ® system

The scheme in operation,

A very cgutious scheme, which I had to charactetise befo h
Raoyal Commission on Agriculture as an apology for land mortea ;‘3 tk y
waf recently set on foot. Four or five mortgage banks on limitgeclgi' bar; g
basis each operating in a circle of six or seven miles radius, wer "E: o
or, to be more accurate, by-laws have been worked out fo; ther: : 3:;?

Bath are;
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total borrcwings of this type of bank both by way of deposits and issue of
debentures or otherwise, and whether from members or others, shall not
exceed eight times the paid up share capital plus reserve fund. The maxi-
mum lmit of individual loan was Rs. 1,000 (now Rs. 2,000) up to half the
value of mortgage properties or  of 1ts net income for the period of mort-
gage whichever is less; and no loan is granted for a period exceeding 20
years. The Board of Directors of the Bank may issuc debentures of various
values ranging from Rs. 50 to Rs. 1,000. They bear interest at 7 per cent
when sold to the public and 6 per cent when sold to the Government.
The interest on loans granted by the Bank is to be 9 per cent. The
Registrar of Co-operative Societies or some one appointed by him shall
be appointed trustee by the Board of Directors and his duty shall be
to sec that the Bank fulfils its obligations to the debenture holders.
Each bank was expected to float debentures to the value of one lakh, the
Government agreeing to take up for Rs. 50,000 if the bank first raises
Rs. 50,000. The Government budgeted last year 2 lakhs for financing
these banks in the said manner but the sum seems to have lapsed as the
banks were unable to utilise it.

Failure of the Scheme,

The scheme. has undoubtedly failed. But it.is not right to
attribute its failure to its limited liability basis or to the large-
ness of its area of operations and consequent absence of mutual
knowledge of and control over members. But this is apparently
what is in Mr. Strickland’s mind when he says *Its affairs will
be in the hands of a small group of men at head-quarters elected by
mesnbers who for most part are unknown to them and probably relying
on official or semi-cfficial -help both in the issue and recovery of loans”.
If, however, once we get rid of the idea of using the village society as a
land baak, the only alternative is to organize land banks on limited liabi-
lity basis nperating over comparatively large areas. The insistence in
that case should be on the capability and business habits of the directorate
which ensure sound valuation of sccurity, proper investigation of title,
correct assessment of the borrower’s credit and the like.

The real reasons for the failure of the independent Primary Mortgage
Back scheme seem to be el_sewhere. Firstly, these baoks appear to be
ill-suited to float debentures by commanding the public confidence. Share
capital and deposits being insufficient sources to constitute the working
capital, debenture money is the chief source and that money does not
seem to flow in. The Registrar practically sounded the death knell of
the: ¢ banks when he prohibited Central Banks from lending on the secu-
rity of the debentures for he himself considered them insecure (Vide his

3
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letter to M. C. U. B, L.td., No. 595 of 26, dated 6—3—26). Secondly, the
by-law that paid up share capital should be 121 per cent. of the maximum
borrowing power of the Bank (the reserve fund coming in only in future)
is a cerious handicap. A member who desires to borrow Rs. 1,000 must
first borrow elsewhere Rs. 125 and put into the bank. This is hardly
business-like. The need for a large share capital is not patent. Thirdly
the maximum loan Ilimit is abrolutely unattractive. It is in-
sufficient to help middle class landowners. It is the upper middle
classes possessing substantial security to offer and with real need for long
term productive credit that can benefit largely by the scheme. Any
obsession in favour of the poorer classes should not result in the neglect
of the interests of the middle classes. In rural reconstruction, the revival
of the economic stability of the middle classesis no less important than
the amelioration of the poor. Fourthly, want of enterbrise and public
spirit among the class of people from whom the promoters of such
schemes are drawn must be admitted to be a contributory cause to the
failure of the scheme. Whoever saw any public advertisement of these
Banks to attract investors to put their money into the debentures ?

A more suitable scheme.

The problem of land-mortgage credit, if it is to be successfully solved,
should take note of the conditions now prevailling in the Co-operative
Movement and any scheme formulated should be so conceived as to utilise
the financial resources available to us. One of the outstanding features
of the situation is that the Provincial Bank and -the District Central
Banks are able to attract money at comparatively low rates of interest so
much so that they are all suffering from unused surpluses. The public
confidence firmly secured by these institutions should be availed of in our
schemes of land mortgage banks. I wish to guard myself against’ being
misunderstood as advocating the use of shcit term deposit money in these
banks for long term credit. All that I wish to propose is that these
institutions should be employed to raise the funds required, by well
organised primary land-mortgage banks. This function of raising deben-
tares to find the necessary money for these land banks may be assigned,

(1) to central banks alone operating over the areas in which the primary

land banks are sitcated, or (2) to certain central banks where conditions
are peculiarly favourable and to the Provincial Bank as well, or (3 to the
Provincial Bank alone, 7

I am distinctly in favour of restricting, for the present, the power to
the Provincial Bank. If the several Central Banks issue debentures, there
will no doubt be greater facilities for closer inspection of titles and pro-
perties, but there will be no uniformity of rates of interest, Where money
and relief are most needed, the rates will be high and where there is
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plenty of money, the rates will be low. The ryots in the dry uplands
and the deltaic areas will be subjected to differential treatment.
Mr. -Devasikhamani's proposal to fix a uniform rate of 63 per cent is
fanciful. Money will sinply refuse to come in if the rate is unremunerative
to a lender in a particular locality. Experience of deposit banking has
opened the eyes of co-operators to a real danger of money flowing to
places where competitively high rates of interest are offered. Even if
we overlook these tendencies, there still remains the fact that the
Provincial Bank can raise and mobilise money with greater ease and at
comparatively lower rates of interest. The resolution passed on
Mr. Devasikhamani's scheme by the Executive Committee of the Bank on
8-526 puts the position clearly, *“The Provincial Bank ought to be
the institution which must float the debentures, bzcause it ran raise
money on the one hand at lower rates of interest than the Central Banks,
and on the other hand, make debentures popular more easily than district
organisations. Moreover, only the Central Urban Bank Ltd,, can mobilize
the money over a wide area and equalise the needs of the varirus
districts.”

Thz essential features of my scheme are therefore these. 1, The
Central Urban Bank should float the debentures. 2. The money should
be lent directly through the Primary Land Banks. Dealing through
Central Banks will interpose too many middlemen between the ultimate
borrower and the lender and will necessarily involve an increase in
interest charge. The Primary Banks may be on the present model with
limited liability ard a wide area of operation, but shou'd be better con-
stituted. The maximum borrowing power should be 20 or 25 times the
share capital and individual Joan limit must be raised to 4 or 5 Thousand
Rupees. 3. The duty of the trustee will be limited to see that the
Provincial Bank fulfils its obligations to the debenture holders and all
powers necessary for the effective discharge of this duty will be vested in
him.

Details as to rates of interest at which debentures may be issued,
rates at which money is to be lent to the borrower, and modes of
extinguishing the loan and other connected matters, may be discussed
and settled if the essential features of the scheme are approved. Of
the several methods of extinguishing a reducible or amortizable loan,
the most suitable one seems to be a system of ejuated instalments spread
over a long period, so that the annual payment may not ordinarily exceed
roughly 9 to 10 per cent of the principal amount. [ reserve a fuller
exposition of the amortization system to another occasion. The propor-
tions of annual payment to be applied to inters=t on debentures and for
amortization depend upon the period and rate of interest. Tentatively, [
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will put their outside limits at 50 years and 8 per cent, I am
hoping that the Madras Central Urban Bank will be able to float
debentures at 5 per cent, but it can certainly do it at 6 per cent.

The State should contribute to the cost of inspection and the valua-
tion of land, investigating titles and assessing the credit of borrowers. Now
the Government is making a contribution of 4 per cent on its moiety of
debenture money by charging 3 per cent less than the market rate of
interest. This is insufficient.” Tt works out to 1 per cent on the whole
capital. The contribution should be at least § per cent to 1 per cent of
the whole I am advocating monetary help instcad of assistance in the
shape of human agency, for fear thaf duil control over inspecting staff
may lead tothe sime undesirable experiences we are now undergoing
with regard to the work of the departmental staff in their attempt to
please the Directorates on the one hand and their official superiors on the
other. If the State does not purchase a portion of debenturcs, it should at

' least guarantee interest on them till they become popular on the market.
Even if thisis not done, I am hopeful of Madras Central Urban Bank
being able to float debentures, but such guirantee will prove very
beneficial. The extent and nature of State control over the Madras
Central Urban Baok in its proposed new activities need not give rise to any
difficulty. It can be easily settled, if the scheme in its essentials matures.

This scheme ains at segregating the rural society permanently and the
Central Bank tentatively from long term real sccurity credit. If this
offends against the sense of the theoretical propriety of orthodox co-ope-
rators, then certain well-equipped village cocieties may be selected for
continuing the long term transactions and certain well-situated Central
Banks may be chosen to raise dcbentures alongside the Provincial Bank.
This modification will leave the central structure of the scheme unaffected.

CORRESPONDENCE.
EXEMPTION OF STAMP DUTY IN CO-OPERATIVE
SOCIETIES.

(ngy of letfgr I\T . 460 date(l 2nd'00tober 1926 fmm fha SECTCtHTy,
Dt. Urban Bauk to the Secretary to Govt. of Madras, Develo
through the Registrar of C. S. Madras.)

Coimbatore
pment Department,

May I appeal to the Government of Madras to consider the question of
exemption of stamp duty chargeable on cheques issued by current account
holders with Co-operative Societies whether they are members or non-members
so as to permit withdrawals from current accounts without paying stamp duty.

1 wish to point out that this is the most opportune time, in view of the
recommendations of the Royal Commission for Indian Currency and Finance
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(Vide paragraph 216 of the report.) \While the Royal Commission recommends
the abolition of the stamp duty on cheques as a whale, a course which will
require the amendment in stamp act and which is not pissible far sanz tims t3
come in view of the fact that the legislatures have b22n dissolyed and that the
Currency Commission repart has nat bzen fully discussel, it would be possible
tor the Government, acting under Szction 28 clause {b) by issuing a notifica-
tion exempting stamp duty leviable on cheques issued by all current account
holders with the Co-operative Societies.

Itis ﬁecessary for me to state that such an exemption first to Co-operative
Societies preparatary to wholesale abolition of stamp daty on all cheques as
recommended by the Royal Commission will give a sort of priority in the
market for Co-¢perative Banks to chtain the requisite fluid re<ources for
financing Short Term Loans and thus enable the Co-operative Financing Banks
to set free some portion of their Fixed deposits to b2 utilisad in giving Long
Term Leans which the ordinary poor ryot of the village is in need of.

It is also necessary for me to state that very many current account holders,
wage earners, poor and even middle class depasitors, have closed their current
accounts with us ever since they were compelled to pay stamp daty on their

-cheques for drawing from their current accounts, and the exemption of stamp

duty will not cnly be a boan to them but also in the words of the Royal Com-
mission be "‘an appreciable step forward in t'he Development of banking and
might well prove an impartant factor in bringiag abaut a prafoanl and still
more widespread change in the economic habits of the masses.”

I also wish to point out that under the Reform Scheme * Co-operation "
being a transferred subject, and under the Davolution rules, the revenue from
stamps having been assigned ta the Government of Madtas, this question need
not even go before the India Government ; but if any doubt is felt on the paint,
the Government of India may be addressed to issue the requisite notification
under Section 25 Clause (b) of Act II of 1912,

In connection with tle above, the following civcular of the Registrar of C, S,
Bihar and Orissa may be of interest to our readers {(Editor),
Dated Pafua, the 30th Muyel, 1996,
CIRCULAR NO. 1 OF 1926.

i

SuBJECT :—The use of receipt-stamps by individual members of co-opera-
tive societies and others.

There appears to be some misapprehension regarding the use of receipt
stamps by individual members of co-cperative societies as also by the nen.
members. Notification No. 2781-F., dated the 23rd October 1919, of the
Government of India regarding the remission of stamp duty runs as follows :—-

* No. 2781-F, dated the 23rd October 1919 (fluzette of India, dated the
25th Octaber 1919, Part 1, page 2083).—In exercis: of the power conferred by
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section 21, clause () of the Co-operative Socicties Act 1912 {Act 11 of 1912),
and in supersession of the notification of the Government of India in the Finance
Department, No. 683.F,, dated the 28th December 1912, as subsequently”
amended, the Governor-General in Council is pleased to remit the stamp duty
with which, under any law for the time being in forcs, instruments executed by
or on behalf of any society far the time being registered or deemed to be reais-
tered under that Act or instrumeants executed by an officer or member of any
such society and relating to the business of the society (other than cheques ef
individual members drawn against their current accounts with Co-operative
Bank:) are chargeable.”

In connection with this and the notification it supzrsedas, the Legal Remem-
brancer was consulted and some concrete cases were referred to him. On the
strength of the apinion now given by him, the rules below are laid down.
They will show the correct application of the principles involved and should be
followed by all banks and societies The auditors when checking the vauchers
of these banks and societies should be particular about this point and should
insist upon the affixation of stamps where necessary.

Iule T—Cheques or receipts given by a member depositor for withdrawals
from his fixed or savings bank deposit are exempt from stamp duty whether the
payment is received by himself in cash or by transfer to his own account in the
same bank or inany other bank, orto the account of another depositor or
co-operative society or endorsed in favour of a non-member, Taz above exemp-
tion does not extend to a nen-member depasitor except to this extent that when
the payment is received by a non-member by transfer to his own account in
the same bank, no receipt stamp will be necessary.

I'ule IL—When a co-operative scciety issues an unembossed cheque in
favour of a member of a non-member, no stamp need be affixed on the cheque
for endorcement, negetiation or encashment. The payee will also not be
required to pay any stamp duty.

Rule III.—\Vhen an individual member is granted a loan by a éo-operative
society exceeding Rs. 20, the bond or the receipt relating to it need not be
stamped,

RECENT UTTERANCES.
EXTRACTS.
Rao Bahadur A. Vedachala Iyer,
(as President, Travancors Co-operative Conference./

A co-cperative organisation is a union of persons established according to
principles of equality, the number of whose members is not limited and the
purpose of which is, by the joint performance of economic acts, to imnrave the
financial position of its members or the conditions under which they carry on
profescion by means of pure self-help or of self-help with Gavernmant suppoart,
provided that all profits made by joint action will be distributed in proportian ta
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» the extent to which ‘each member has taken part in the business and not in
propottion to the capital invested. Co-operation can be successful only when
there is common need of some economic advantage and this need must be
realised in  full by all concerned and the real co-operative spirit is the
willingness and the desire to sink intere:ts to such an extent that a group of men
can work together for common interest. Co-operation is the form of business
organisation to small people and small enterprices. The Indian Act has as its
object. the promotion of the economic interest of the members in accordance
with co-operative principles. The characteristic features are (1) the members
join as human beings and not as capitalists ; (2) Tie membars must meet on a
basis of equality in the satisfaction of their need ; (3) The act of association must
be voluntary ; {(4) They join to promote the economic interests of theinselves and
nat of anybody else. The Indian Act of Co-operation was the nutcnme of an
enquiry made into the inlebtedness of the agriculturist and into the causes
which resulted in such indebtedness. The problem to be grappled with was
rural finance and the ca cperative movement started the crelit sidz which was
felt as a pressing and urgent necessity, and as a simple arrangement acceptable
to the agriculturist who was expected to imbibe the co-operative principles by
actually werking the co-operative credit institutions.

(1) An agricultural co-operator should get b:siles long term credit from
a Land Mortgage Bank, short term credit throughout the yeir to ciery on his
agricultural industry from some primary co-operative organisation.

(2) The two kinds of credit must be segregated and must not be distri-
buted by the Land Mortgage Bank owing to the disadvantage of inter-locking
of short term liabilities to d-positors and of long term liabilitiss to stock
holders.

(3) Credit has to be raised in the shape of debeatures which should be
negotiable on the security of many individual mortgages on raal estate not
preyiously encumbered.

(4) The margin of profit in a Land Mortgage Bank should b: kzpt low
because of the fact that it will deal in large sums of money with a small
amount of paidup share capital and of the fact that the borrowers should be
given credit at comparatively low rates.

(5) Money realised by voluntary or forced closure of DMorigage debt
shauld be safely invested to become available on the date of te maturity of
debentures.

(6) The area of operations of a Land Mortgage Bank must be linited.

(7) The Land Mortgage Bank must have facilities availible for prompt
recoyeries of dues on such mortgage debts.

(8) A responsible financial agency must be available to secure :

() proper valuation of the land mortgaged,
{b) proper use of such long term credit accommedation for g specified

productive purpose,
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{c) P.oper watching of the character of the borrower: and tbeir

borrowing power.

() Prompt recovery of the dues of instalments of principal and interast

on the due dates from the berrowers.

(e) Th‘e M rtgage Bank must keep a sufficient basis of credit in the
thape of paid ipshare capital to be accumulated by it from the borrowers or
from others who may be interested in getting a dividend without the privelege
of borrowing.

(f)- C‘redit should be raised only up to a fixed multiple of the paid up
share capital and reservz fund.

{9) Debentures should be irsued only for sumns equivalent in value or less
than the value of mortgages and arrangements sbould be made Jor safeguarding
the money realised to be made available when the debeature bonds mature.

In giving leans fram such banks for the removal of prior indebtedneass, very
searching enquiries will have to be made before such loans are granted. b;'cause
the investment of such money in the redemption of such loans does not give
increased income or saviugs to the barrower except the difference in the interest
charges paid by him to the sowcar and that payable to the society, Besides
the prospective failure partial or total of crop in agricultural industry owing to
unfayourable season or to caases beyond the centrol of the agriculturist should
also be taken into*considerazion in selecting casas for pricr debt tedesnptic;n

The local union must become an institution compased of lacal pehple with
tocal knowledge and influence and local patriotism who will be expected to
contro! all kinds of co-operative activities within the jurisdiction, Lacal unions
have no financial responsibility it regard to the loans recommanded by them
They should therefore be conducted in an efficient manner so as to secure thc;
confidence of the financing bank and of the depositors in such bank. .

A very important daty of the central institute is to undertake co-operativ
education. It should start training classes su as to fit the staff for its duties a g
also to educate the office-bearers of banks, primary organisations and t‘n
governing body members of lccal unions sa that they may carry cut their r:-e-
ponsibilities with adequate business knowledge and in accordance with co- y -
ative principles. It is the absence of systematised attempt to give the re OPerd
co-operative education ta everyone connected with the movement Cj:'l;feh
contributes to the slow progress of the movement and to the set back noti dls
the working of the primary credit organisations, especially in rezard o the
regularity of keeping obligations to the societies “and by the ot to the
Central Bank. v the socities o the

Any supply organisation that may b ;
basis should note the following points i——e floated separately on a coroperative

(1) The indents given by the affiliated societies should be based
indents of the members and such societies should be financially r o OI; e
the trading society for the purchase according to such indent. Y fesponsible o

4

E
‘" /

. (2) The members wha give indent should also be made financially
responsible for what they indent.

(3) The trading society should deal with only the articles required in
the wholesale ra‘e will bea decided
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large quantities in the purchase of which,
advantage.

(4) A trading society chould not keep a running store in rural areas for
all articles as the establishment and other charges become heavy.

The marketing of the produce af the acricalturist is ae¢nare difficult affatr,
especially to the rural folk who are ignorant of the market conditions of the
articles to be sold. There are two kinds of produce with the agriculturists.

(1) Produce for consumption in local markets either in the raw conditian
ot after conversion in a marketable from.

(2) Produce exported to foreign matkets. The first step to be taken in
stter marketing of the agricultural produce is to educate the
be convinced of the advent of 4 or 5 middlemen
duce teaches the wholesale marke, and
tian for sale of produce which may

securing b
co-operators so that they may
wha pocket their share befote the pra

thereby to secure their loyalty to any organisa
ba doated. Inany such undertaking, produce of uniform quality has to be

secured ; adulteration should be prohibited ; produce stould be graded according
to quality. It chauld be carefully stocked aud preserved in a good coondition; the
saciety should be in touch with the prices prevaiiing tn the wholesale market,
and should select the best market for the disposal of each produce aad
sible men with adequate knowledge should be pracured on payment or
the produce should be sold in the wholesale market.
Any arganisation for the sale of produce of the agriculturists should never
attempt the retail sale of produce in the marketing centres, It must rest
satisfied with the sale of preduce to wholecale merchants or wholesale or retail
co-operative stores. TheC onsumers' cc-operation should tackle the problem of
Qistribation in retail by buying from such sale organisations, The sale societies
may however convert the raw material and its marketable commodities
wherever they have facilities to do so.

PR

respon
honarary to determine when

Sir T. Desikachariar,

mmittes, 1st Trichy Dt. Co-operative Conference,)

(Chasrman, Reception Co
Oth October, '26.

Co-operative Societies organised on proper lines must be of great educative
They were not mere commescial concerns. Their proper

function is to foster the value of ssryice to the community and to promote the
growth of the civic sense in the citizen, But the members of the societies and
their psnchayats had themselves to be educated in co-operative effort, Other-
wise it would be a case of the blind leading the blind. How best to educate
the rural co-operator was anothet of their problems,

4

value in rural areas.
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Some Suggestions.

Some scheme must also be devised for training children in agricultural

operations suited to practical farming on a small scale in at least each taluk if

t‘hey were going to make the small ryot appreciate the true value of co~ope1:a-
tive effort in the uplift of the masse:, )
If the emall ryot’s case presented many difficult probleme, the bigger lana-
hold.er was not without his grievances, as it was felt that he was shut out from
participation in the activities of co-operative credit societies. The formation of
Land Mortgage Banks on a cc-operative basis was still beyond the range of
practical pelitics 1 but as things stood, there was no formidable difficulty in
organised effort being made to finance the biggest *landholder to the extent of
say, Rs. 5,000, on'the security of his crops. Godowns might be oi)ened in
centres like Kulitalai, Lalgudi and Ariyalur to receive paddy or cotton or other
produce, sixty per cent. of their market value being adranced onthem. It wasg
felt too that Irrigation Panchayats might be organised on a co-operative basi
for the removal of silt, maintenance of irrigation channels and distributior(l L‘f;
\Yater. Th-ere was a duty incumbent on village communities when they funz-
(t;;x?sjgee{ﬁcxently ta furnish the labour required for the purpose of irrigation and
* * ! *

The Village Panchayats Act and the Village Panchayat Courts Act should
by suitable legislation, be co-ordinated with the statutory provisions in Shm(]I )
operative Societies Act, so as to make the village function as the u;t'e o
dem0c.ratic unit in India. The Primary Co-operative credit society thelmgte
operative Unions, the District Federation should all combine to bene'ﬁt b tlo.
immense financial potentiality of the District Central Bank. Howey et
cular and dazzling might be the work in the Provincial Legislative eé spec'ta-
the Legislative Assembly of India and the Council of State, there Vwei ounc%]s'
n?ore glorious than work in the village ; the foundatian rr’1u5t be I S’dx?cthmg
village for the realizatioa of responsibility and the achievement of id a; ot
gevernment of every degree in their motherland, The fundamen;afa S'Of 'Sellf.
underlying co-opetative effort if duly carried into practice must lead e e's
mate goal of securing prosperity and contentment for the small agri t10 fhe ulti
and the half starved labourer who formed the bulk of the}r countf;lrxc]:;um] el

Rao Bahadur N. Gopalasami Iyengar

{President, I Trichy District Co-operutive Conference.)

Co‘-operatiou_is not exactly synonymous with lending money
repaid, in regular instalments, or with selling 2nd purchasin 'Sh
has a nobler ideal. The emphasis in co-operative bminees? wit
the whole body of members, rather than on the Cof oo
Tliat the man who borrows is an inferior type of person, that th
Panchayat who sanctions the loan is a superior person—'-tbe ; mémPer o'f the
—sheuld be rooted out of secieties and central banks befmesi;ler;:icsalrrlmllar 1;1e_as

) ~ ay ciamm

and getting it
out loss. It
the welfare of

profit of an individyal member
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i
to being called co-operators. To compel the borrower to repay his loan, ot an
instalment thereof, when be is unable to do so, if need be, by taking a loan fnom
outside, is the reverse of co-operation.

Credit Accommodation,

The simultaneous existence of surpluses in ceatral banks and of unsatistied
hunger for more credit in the countryside indicates, prima facie, a maladjust-
ment of resources to needs, of supply to demand, in the ficld of co-operative
credit. The ryot member of the rural scciety does not get enough creditaccom-
modation. What he gets is burdened with conditioas as to terms and instalments
which, in many cases, are put of tune with his capacity to repay. The
collection drive initiated by the apex bank and prosecuted vigorously by central
banks and supervising unions, coupled with the fact, that primary societies have
generally no resources other than repayments to fall back upon for payment cf
their own instalments to the central banks, results in the maximum of pressure
being exerted on the ultimate individual borrower at a time when far from being
able to spare money, he rather needs money as working capital for his agri-
cultaral operations. The co-operative remedy for this state of things is not to
make collection methods perfect, not to drive the borrower to other mouey-
lending shops where instead of commanding credit he has to beg for it on what
terms its dispenser may choose to impose. It should rather be a readjustment
of the resources available in the co-operative movement to the ascertained credit
peeds of every member thereof, t € readjustruent of terms of loan and instal-
ments of repayment, the fixing of such instalments with a due regard to the
borrowers’ repaying capacity, and the introduction of reasonable elasticity in the
altering of such instalments when unlooked for expenditure, which could not be

avoided, necessitates such.
* % %

The figures (as found in the administration report for the district for
1924.25) suggest the suspicion that members have less incentive to keep their
money in the movement than non-members and that perhaps the rate of interest
on deposits bas not been judiciously fixed, It is worth investigation whether
these suspicions are well founded. Vigorous propaganda is necessary to attract
money available for investment. The executive of primary sacieties are generally
lacking in initiative in this direction. If the conditions of each village are
studied and arrangements instituted to collect depasits at times convenient to
the depositor, a great deal of money could be brought into the movement, the
dependenc‘e on central banks lessened, and greater freedom and elasticity secured
to the primary society in its loan operations.

* * *

Few however realise the vast amount of uphill work, the mass of official
and private vested interests that bas got to be gradually, quickly but firmly
elbowed out of the way and the high wall of helplessness and mendicant
mentality that has to be knocked down before any progress can be achieved. [
believe in the efficacy of co-operation in attacking successfully one important,
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aspect of the problem of rural reconstruction, viz., the betterment of the econo-
mic condition of the great majority of the rural pepulation, now steeped in debt
Such betterment in material condition is a sure foundation for that heightening
of moral stature, that acquisition of self-confidence and the assurance of capacity
for sell-development which are so escential for placing rural life oh a virile
basis. The old village community is not dead, It is there almost averywhere,
functioning perbaps inefficiently as a result of the inefficacy in modern days of
the old sanctions on which it thrave. It is a sensitive organism. The senstive-
ness has not been lost altogether and the institution can be revived by the right
kind of stimulus applied in the proper way. Villagers unite for common action
even to-day in a hundred different matters of which townspeople have no
notion. To maks such action efficient, what you want is a modern kind of
sanction, a legal ccercion of the few recalcitrants. That cannot be furnished
by co-operation ; it could be given only by a Governmental authority whose
decrees and orders can be enforced by law. :
B3 * *

The provision of education in a form suitable to village life is the founda-
tion o which the edifice of a revivified, attractive village life must be reared in
this country.  Our village elementary schools follow town models which are
largely influenced by western civilisation. They do not infuse in the minds of
pupils a pride in their village surroundings, race and country. Co-operative so-
cieties can do something in this direction, but only asa supplement to State,
local beard and panchayat effort, The whole village, the whole district and
aye, the whole nation gains by education and it is only meet that the work is
attended to by the State. Without elementary education at least, co-operation
cannot thrive. Compulsory education cannot bz the concern of co-operative so-
cieties. Co-operation cannot possibly do the first work in education nor cover
the whole ground to be cultivated.

Village Building

Nation-buildinz in our country must be broad-based tipon village building,
SelfGovernment at the top is no good without self-government at the bottom,
and for the latter, the restoration of real life in the village is 2 sine qua non.
This restoration cannot come from giving the village ideas from above, but by
enabling it to organise itself.  While there should be control to prevent unhealthy
aberrations, there should not be over much meddling with village life by those
who are not in it. Let us give the village, limbs and organs which would large.
ly be self-propelling.  Such organs will have partly to be Goverﬁmental (like
the village PaFChya’)' partly semi-veluntary (like the co-operative society) and
partly entirely voluntary. It is only judicious combinaticn of all these forms
that will make for the maximum of health in the village body politic.

—
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‘LAND AND AGRICULTURAL BANK OF SOUTH AFRICA

- (4 review of the Report for the year ending 31st Decembery, 1025.)

The Government finance the bank for long term loans, and short term loans
are raised by the bank itzelf. The following extract from the report on his
subject is noteworthy.

“At the present time, the Board is unable to grant loans to replace existing
mortgages, aud there are, in consequence, a large pumbeor of deserving {armers
who are not enjoying the benefits of easy amortization. They cannat, in the
majority of cases, reduce by small payments their capital indebtedness under
existing bonds, and they will, in titnes of pressure, incur more and more debt at
progressively increasing rate of interest until in the end, they must lo:e their
fz;rms. The bank’s inability to help in case of the kind under discussion recurs
with distressing frequency. The Baonk’s requirements for shortterm funds to
enable it to grant seasoval loans to co-operative societies and companies are
met by baorrowing for that specific purpose. No difficulty is experienced in
raising the amount which paturally varies from season to season acc:eding to
the extent of the crap to be financed.”

The bank was started in 1912 and has a reserve fuad of £460 lakhs,
The Government voted roughly for 1925-26 a sum of £7 Jakhs. The capital
fund of the Bank amounted to £ 77 lakhs. The Bank is managed by a
central Board and appoints farmers of standing as valuators of property in each
atea. The report mentions that such appointments “gratify the feeling that the
farmer is actively assisting in a practical way in conducting the bank’s business.”
Each land bank area has a separate local board ta assist in the banking opera -
tions. 1764 Mortgage lcans for a sum of £ 10 lakhs were issued during the
year 1923, for land improvement, putchase of stock, discharge of liabilities and
purchase of lands. The largest number of loans cover amounts ranging between
£250 and £500. The report niakes the following remarks about the
ddvantages of long term loans. “Every payment made to the bank by the
debtars includes a poriicn of the capital with the result that debtors quickly
establish a definite credit value; a reserve on which they can draw by raising
a fresh loan if, and when, lean times come.” Another kind of loan given by
tne Bank is that of fencing advances. This helps the farmers, in fenciang their
sheep and goats in safe places and preventing their onslaughts by jackals. The
procedure followed in these advances is quoted below. “The bond isnot passed
in the bank’s favour for fencing loass, The amount is merely noted iy the
debtors’ register by the Registrar of deeds against the holding and on the
title deeds. The amount ought to pass automatically from owner 10 owner,
No holding can be transferred unless the Registrar of Deeds is furnished with
& certificate by the bank showing that all instalments and interest then due
under the advance bave been paids’” During the year, 1706 advances were
made to the extent of £ 3'14- lakhs on this account. The inspection cost of
the fencing actangements is borne by the mgmbef himself.  Advances are also
made by the Bank for the erection of plants as wind mills eic., to pump water,
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A sum of £ 23,000 was distributed during the year on this account. On th
responsibility of the Government the bank lends to thoese settled on crow
lands. and tenant tarmers.

But normally the bank restricts its transactions to landowner:
who are already cettled on the lacd, for carrying on their agricultura
operations or the discharge of priar liabilities. The Bank does not undertake
loans on the pledge of produce. But even theugh it does not directly take up
this kind of loans, it helps co-operative societies and limited liability companies
in the export of agricultural produce. During the year under report, a sum of
£ 7°63 lakhs was advanced by the bank to 150 socisties comprising of 13,000
members. These loans take the form of instalment loans for tea years, cash
credit and seasonal loans to the societies. The objects of these societies are of
different kinds as cheese making, living stock breeding, supply of agricultural
requisites, sale of produce etc. The bank also lent during the year a sum of
£ 3°02 lakhs to 21 co-operative companies which export agricultural produce.

Another activity of the bank deserves mention and that is educational grants
made to Agricultural unions for organising the credit work of the bank., A sum
of £ 6,000 was overdue on 31st December 1925, and the remarks about te
coveries and prompt payments may be usefully quoted here. ''The Board has
been obliged to conduct a vigorous campaign in this cannection because it hasg
been noted that there is an increasing disposition to regard the obligation of the
bank as of secondary importance in relation to obligations to other creditors who
being on the spot are able to bring pressure to bear. The causes of that grow-
ing tendency are (a) That consideration shown by the members during the years
of drought and locusts seems to have created a totally wrong idea in the minds
of some debtors that the bank is prepared indefinitely to allow payments to bs
deferred : and (b} the writing off by Parliament of a porticn of the amount
owing to the bank by co-operative sociesties as a result whereof some debtors
seem to expect relief of debts due to the Bank. One other aspect of the co-ope-
rative movement in South Africa may ba adyverted to here. There are advisory
committees composed of farmers with Magistrates as Chairmen for supervising
the live stock co-operative societies. There is a central agency for all the
co-operative societies which undertake the sale of produce, and this central

,agency is financed by the Land Bank.

The report issued by the Government of the Union of South Africaisa very
instructive one and we would gladly recommend it for perusal to our readers.

Nova Scotia, Secretary for Agriculture, Report for 1925,

There were 204 Agricultural Acssociations comprising 7029 members which
raised annual subscriptions to the amount of 19,000 dollars and received a state
grant of 17,000 dollars mainly for improving livestock. Under the exhibition
Act, grants are given by the state to promote district and country exhibitions. Of
the 9 Farmers' Associations a number bave been instrumental in having Agri-
cultural Demonstration buildings or community Halls erected in which they
hold Agricultural short courses and regular or periodical meetings and promote
community welfare generally. Women's Institutes have also assisted in the
completion of such buildings by way of furnishings. etc, and hold all their
meetings in these community halls,

S——

- proposed Dr. S, Swaminadhan to the Chair which being
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" THE SECOND BANKERS* CONFERENCE.
. Proceedings,

‘ 2ad October 1936,
29 banks were represented by 45 members. Tha Hon'ble Mr, V. Ramadas

duly seconded was
unammously carried.

1. Dr. S.Swaminadhan called upon Rao Sibeb T. Srimivasa Rao to give
a brief account of the doings of the Working Committes of the Conference.,
Mr, T, Srinivasa Rao in a brief speech explained the astion taken by the
Working Committee on the resolutians of the last Conference and alo ‘z;ctian
taken by Central Banks on the resolutions, He brousht to the notice of the
Conference that most Central Banks have not yet taken any effertive steps to
carry out resolution No. 1 of the first Conference, viz, steps to ba taken for
redoction and prevention of overdues,

2. Resalved that the accounts (already cirenlated] of the fast Coaference
be approved.

3. Resolved that in future 4 weeks' notice be given of the date fixed for
the Canference, and each bank shall ba a1 kb Aty o comavmicate to the Con-
vener 2 weslks before ths date of the Coafarza-e any subjects to be includad in
the agenda. The Covvener shall cammanicate the various suggestions and the
agenda at least 2 wesk before the date fixad for the Conference,

4. Adjourned resolution No. 9 of the Ist Canference i—eiz., " That in view
of the large surpluses which Central Banks have in sone seasons, tha Imperial
Bank of India be requested to allow interest at 24 per cent. par apnum 0a the
credit balances of the averdraft account of tha Co-sperative Central Banks in
the Presidency.”

Dewan Bahadar R, Ramachandrz Rao maved that ¢
adjourned. This was dulv seconded and carried,

5. Read letter from the Tiruvannamalai Co-operative Unian bringiag to
the notice of the Conference that the Co-aparative Central Baak, Ltd,, Vellore,
his withdrawn the pow=r of reconmending loans from certain Unions as the
Unions cancerned did not co-operate with the District Council of Supsryision,

Resolyed that this Conferance is of opinion that it has jurisdiction 1o take
cognisance of matters similar to the one under consideration,

Further resolved that the consideration of this question be referred
Working Committee for enquiry and report to the next Canference,

6. Dewan Bahadur R, Ramachanira Rio in moving tha following props-
sitions called the atiention of the Conferencs to ths unsatisfactory stite of
things in the Primary Socisties. Hs exhorte] the raprasentatives of tie Central
Baoks presen: at the Confersnce fo taks immsdiate action in the matter of
setting things aright. He further called the attemion of the Central Banks’
representatives to their responsibility to the investiny public and tha: i order to

conscieatiously discharge that respon.ibility, they must investizate carefully
the conlition of tag Prinary Sosieties inotheir area of operations,

“Resolved torequest the Registrar to pass orders that a full and trye copy of
the Inspectar’s audit report under section 17 of the Act, {not mersly extracts

18 resolution be again

o the

into
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thereof or the Registrar’s order thereon) should be furnished to each Central Bank
in respect of every Society inits jurisdiction as soon after the audit for the
vear is completed, as possible.

Resolved to request the Registrar that audit reports for the year 1925.26
as many as have already been received, be furnished to each Central Bank at
once ; and that the remaining reports be furnished, as they are received by the
Registrar.

Resolved further that interim inspecticn reports submitted by the Inspector
from time to time on the occasions of his visit or visits to the Society, other
than that on which he submite his final audit report, be also furnished to each
Central Bank, as they are received.

The Conlerence resolves to impréss on Central Banks the imperative need

that exists to
(a) scrutinize these reports ; (5) get full information from the Department

if the andit report be defective; (¢) urge Societies and Unions to take the
necessary action ; and {d) with a view to effectively carry out these things, orga-
nise ap administrative section in the Bank.

The Conference considers that in order to carry out these purposes, it is
highly desirable that each Central Bank should employ a full time Secretary.

The Conferencs considers that suitable form of loan application (from rural
societies to the Central Bank) should be devised and resolve that the Working
Commitree draft and communicate the same to all Central Banks,

In the opinion of the Conference, it is desirable that fresh Societies be
opened for the utilization of the heavy surpluses in financing banks,

This Conference resolves to request Government ta institute two tests, one
an advanced ons for Inspectors, and another an elementury one for Union Sy -
pervisors, the same being conducted by the Commissioner for Government
Examinations.”

The Hon'ble Mr. V. Ramadas moved the following amendiment ¢
omit the words '’ the came being conducted by the Commissioper for G
ment Examinations.”

iz, to
overn-

Mr. M. M. Masilamany moved to insert the words “the tests being conduc-
ted by the Commissioner for Government Examinations and the Provincial
Co-operative Union respectively” instead of " the same being conducted by the
Commissioner for Government Examinations.”

Mr. M. M, Masilamany’s amendment being accepted by the mover, the
resolwion as above amended was unanimously carried. )

7. 'With the permission of the Chair, Mr. V, C. Rangaswami (Convener)
intro luced the subject of the " passibility of making rates of interest uniform
in all Central Banks.” He dealt with the main points presented in the printed
note on the subject that was alteidy circulated and requestzd Central Banks tq
fix the maximum rates of interest and periods for deposits from the investing
pbulic at the rates suggesied in the note, '

t
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* Letter from the Registrar of Co-operative Socicties addressed to the
Madras Central Urban Bank, Ld., suzgesting that the Provincial Bank may
take up the functiesn of regulating the rates of interest payable on deposits by
Ce-operative Societies and the resolution of the Evecutive Committee referring
the question to the Bankers' Conference were also read.

The Chairman drew the attention of the Conference to the large surpluses
in the Apex Bank and requested the Central Banks to bear in minfl that ‘the
Apex Bauk is the Bankers' Bank for the co-operative movement of this Province
and that, ia the interests of all concerned, it is their duty to see that the Apfex
Bank is not saddled with a huge sutplus by Central Banks' accepting depasits
indiscriminately.

After considerable discussion in which several delegates took part, it was
resolved that the maximum rate allewed by Central Banks on Fixed Deporits
shall at least be ¥ per cent less than the rate charged far loans by the Ap(?x
Bank; furcher resolved that the regilation of the rate of interest on deposits
be by the Apex Buank.

8. This Conference is of opinion that the maximum borrowing po?ver of
indi‘vidual members in a raral credit society (of unlimited liability) ?Je raised to
Rs. 3,000 provided that the general body of the society appraves of it. '

9. Tne subject of ' opening of branches of Central Banks " was adjourn.

ed to the next Conference. ;
10. Mr. A. Srinivasachariar’s questionnaire was adjourned to the next

Conference. . “ s :
11. The consideration of the subject of * Loss Societies™ was adjourned

to the next .Conference,

12. ‘The following resolution maved by Mr. E. V. Gopalaswami Iyer was
referred to the Working Cammittee for disposal :

“ That the rate  of interest allowed by the Malras Cantral Urban Bank,
Ltd,, on current accounts and fixed depasits of Central 'Ban‘;;.s .shall be um.foml
for all Central Banks without making it a matter of discretionary concession.

13. Proposals contained in the printed note already circulated rezarling
remittance business amongst Central Banks were approved.

14. The Conference was in agreement with the propog.a?S. COI.ltained in
the printad note regardiag exlension~ f’f current account facilities in Cemrill
Banks and the Conference was of opinion that Central Banks may develop this

line of business mare actively.
15. Resolved that a Central Audit Union for carrying out the concerrent
. ‘ Banks be established at Madras and that necessary steps for

i al . .
audit of Cens its registration and other basiness connected therewith

bringing it into exisience,

; Working Committes.
be tai{sen b;)::,in Bahadur R. Ramachandra Rao was elected to the vacancy on

the \Working Committee.
\Vith a Voze of thank
5

s to the Chair, the Confetence was dissolveld,

@ ———r——
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RECENT NEWS,

Co-operation in Schools :—We are glad to learn that the North Arcot
District Education Council has accepted the recommendation of the District
Education Officer on the resolution of the 6th North Arcot District Co-operative
Conference held at Cheyyar on 28th and 29th Jume 1925 that topics on
Co-operation may he included in the school subjects tanght to the pupils
of the fourth and higher standards, '

* * *

Tkhe Bellary Circle - Co-operatine Canference, Gooly:—a Canference of
Co-operative Inspectors and Supervicors working in the Ceded Districts
was canvened by the Deputy Regictrar of Bellary Circle. | The sessions lasted
for 7 days from the 7th to 13th September. The main object of the Conference
was to give training to the Inspectors and Supervisors. Many non-official
Co-operators of the District were also present during the Sessions and guided
the proceedings with their instructions and suggestions.

A monthly joursal in Telugu known as ‘the Nellore Zilla Sahakara
Pracharini’ has been started under ths auspices of the Nellare District Co-ope-

rative Federation whase chief abject in publishing it, we understand, is to give :

information regarding the proceedings of all meetings of the unions, the
Federation and the District Bank as also the circulars of the Department, any
other instructive lessons for the benefit of primary sacieties, changes in the
by-laws and principles, and any co-operative news in the District. Annual
subscription is Rs. 1-4-0 including postage.

The Advanced Co-operntive Training Cluss, Madras : —Under the auspices
of the Madras Provincial Co-operative Union, the class was opened at the
Kalmady Hall, Triplicane, on 18th October at 5.30 p.m. by Rao Bahadur
N. Gopalasami Iyengar, Registrar-General of Panchayats, before a large
pathering of experienced co-operators and students who had rome for training.
Chief among those present were the Hon. Mr. V. Ramadas (President of the
P.C U}, Rao Bahadurs L. D. Veakatarama Iyerand M. K, Venkatachariar,
Rao Sahibs T. K. Hanumaatha Rao, T. Srinivasa Rao and P. k. Subba Iyer,
and Messrs V. C; Rangasami and S. K. Yegnanarayana Iyer, The Hon'ble
Mr. V. Ramadas was voted to the chair. Mr. Ramadas pointed out that in
Russia, France and Germany, co-operation was one of the branches of know-
ledge for higher education, and appealed to the public to make co-operation an
important subject for study in the economic course and part of the training for
an agricultural graduate. After making a few remarks regarding the manner
in which the class would ba conducted, the chairman garlanded Mr.

' Gopala-
swamy Iyengar and requested him to declare the class open,

Mr. Gopalasami Iyengar made a few remarks on certain aspects of the
movement in the Presidency and emphasised the need for the spread of
Co-operative Education with 3 view to broadcast the basic principles of the

. RECENT NEWS. 241
mo;'ement. He advised the students never to forget those principles brought to
their notice by their professors and said that unless they were prepared to run
the risk of being called ‘ cranks’ and ‘ madcaps,’ they would never be successful
in uplifting the movement from the present state. He then declared the class
open.

With a hearly vote of thanks proposed by Rao Sahib T. K. Hanumantha
Rao to Mr. Gopalasami Iyengar, and those present, the meeting terminatefi at
7p. m. % *

The 15th Session of the Bombay Provincial Co-operative Conference which
opened at Poona on 23td October had the advantage of being addressed by the
Marquais of Linlithgow, Chairman of the Roval Commission on Agriculture. Two
pdints occutred to him in regard to co-speration in India. He caid that people
here ‘ bad learnt by experience to measure the strength and vigour of the
movement by the strength and vigour of primary societies” The other paint
was ' that they had, in this country, men who had devoted their lives toa
carefal study of the mavement’ while, in other countries where the movement
failed, it failed because ‘people thought that enthusiasm and zeal could take the
place of careful study and exact knowledge.

The conference was opened by His Excellency the Governor of Bembay.
Sir Manubhai Mehta presided over it and Mr. G. K. Devadhar, President of
the Bombay Provincial Co-operativelnstitute, was the Chairman of the Recep-

tion Cor mittee. . " N

The Board of Management of the South Arcot District Co-operative Bank -
ing Union met on the 24th October in the Bank’s premises. fI‘he d'raft adminis¢-
ration report for 1925-26 was passed though after a heated dlSC.LISSIOn over th'e
* building question.” The report contained a clause conv'ey'mg the Board's
thanks to the Executive Committee for thz? purchase of a l?uxldmg for the Bank.
A 'motion brought forward by Mr. R. A, Swa.na.mda Mudaliar (a mem!aelt of the
Executive Committee) to delete the thanksgiving clause as the building was

not purchased with the sanction of the General Body, was however withdtawn.

During the year under report, the Bank had a net profit f)f Rs. 41,108-9-7
ainst Rs. 32,409--14-6 last year. Interest on fixed deposits for two years
d from 61 to 63 per cent per annum.

* » »

as ag
and above was ;educe

the P, C. U, Dropagunds Tarty :—The Ho.n'b.le Mr, V. ‘Ramadas
P t'lu B.A.,, BL., President of the Madras Pro.v_mcxal Co-operative Union,

am Kurnool on the 27th October 1926 with Mr. N. Satyanarayana,
arrived atf tlL;e East Godavari District Federation and & Governing Body Member
'Secratan;?OOVincial Union. Mr. Ramadas delivered a lecture in English on
2f tb‘e lt:n'al Co-operation” which was very instructive and wbich contained

AS‘_‘C“ estions for the successful working of Ca-operative institutions of
g?&:::’.{il t;llllig The elite of the town, officials and non-officials, were present,
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Mr. Satyanarayana delivered a lecture in Telugu on the same lines emphasising
at the same time the necessity for the effective contro] and supervision by the
Financing and Supervising agencies.

* * *

A meeting of the General Body of the Kurnool District Co-operative Central
Bank was beld at Kurnool at 8-30 A u., on the 31st October 1926. Representa-
tives of societies affiliated to the Bank and individual shareholders attended in
large numbers. Among those present were Messrs. J. Venkatesam Chowdari
Gary, B.A,, Deputy Registrar of Co-operative Societies, Bellary, and K. Raunga-
swami Naidu Garu, B.A., Assistant Registrar of Co-cperative Societies, Kurnool.
The Audit Certificate of the Bauk for the year ending 30th June 1926 jssued by
the Registrar of Ca-sperative Societies, was recorded and the Administration
Report of the Bank approved by the General Body. The Bank earned a net
divisible profit of Rs, 15,018-2-4. A dividend of 9 ber cent was declared to all
shareholders. Rs. 2,023 was alletted towards Building Fund. The Reserve
Fund of the Bank amaunts to Rs. 15,325-5-9. The Building Fund of the Bank
amounts ta Rs. 3,000. On ‘the came day, the Board of Management met at
3 p.M. and resolved that the period for the repayment of long term loans be
extended from 5 to 10 vears. A sum af Rs. 500 was allotted for the con-
solidation and expansion of societies in the district.

* * *

The Royal Commission on Agriculture held its sittings during the 2nd ard

3rd weeks of November at Coimbatore and Madras and mauny officials and non-.
officials gave evidence before it. The Madras Evidence has been collected znd
arranged and is being printed by the our Provincial Co-operative Union and
will be shortly issued as a pamphlet.

-
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We cffer our hearty congratulations to our brother co-operators
A who have succeeded in the recent elections to the
Madras Legislative Council from the various districts
of the Presidency. Mr. 8. Kumarasami Reddiar,
Vice-President of Tinnevelly Dt. Co-operative Bank has topped the polls
in that District. This shows the strength and infinence of thie Co-oyera-
tive Sccieties on pubiic lite. Mr. M. R. Sethuratnam Iver, President of
the Kulitalai Uniou and the Director of the Trichy Co-operative District
Bank was returned unopposed in the ’I'richy District. Messrs.
R. Srinivasa Iyvengar and A. Seetharama Reddiar, prominent directors
of the Cuddalore District Bank hiave come ottt successful in the
recent elections. Mr. 'I', Adinaravana Chettiar, President of the Salem
District Bank and one of the oldest co-operators has stood first by
an overwhelming majority of votes in the North Arcot District.
AMr. C. V. Venkataramana Iyengar, Director of thie Coimbatore District
Bank has again entered the council, a clear evidence of his strenuous
work in that District. In the Ceded Districts, Mr. A. Parasurama Rao,
our old and earnest co-operator friend and President of Nandalur
Union, and the Hon'ble Mr. A. Ranganatha Mudaliar, President of the
Dellary District Federation and Vice-President of the Madras Provin-
cial Co-operative Union, have won unprecedented success in the recent
elections. In the Circars, Mr. Bikkanna Venkataratnam has been
elected. This large success is indeed a matter of learty rejoicings by
Co-operators in this Presidency. We hope \.mder their auspices to
achieve many things in the new council for which we have been erying
hoarse for the last six years.

It will not be out of place liere to take stock of the old co-operative
policy and set forth a new programme of action for
the development of the co-operative miovement,
We hope that in the new Council, co-operators like
Mr. 1. Adinarayana Chettiar will not have to hammer hard without
any result for any changes in the policy of the moventent.

The new Legisla-
tive Council.

Thn old and the
Naw Polley,

Tlie old policy was marked by six vital defects. The one was a
vigorous prosecution of an expansion prowrame,
nantely, the formation of credit societies and ILoeal
Unions without making the tecessary arranges
ments for an efficient non-official staff and the training of co-operators,

E£xpansion without
education.
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This has reflected itself in the increase in the number of bad, indifferent
and dormantt societies as will be evident from the recent circular issued
by the Joint Registrar in the matter of the consolidation of the existing
societies.

The second was the recruitment of a cheap staff not based on cousi-
derations of efficacy. = This policy began first with
the abolition in the year 1920 of the post of the
Joint Registrar. It was followed by the policy of
appointing Assistant Registrars not necessarily from the grade of
Deputy Collectors. The Legislative Council in February 1924 was told
that these appointnients would be.made from senior grade Tahsildars
or last grade Deputy Collectors ; but even this promise was not acted
upon. Following in the wake of this new policy, the audit and the
clerical staff were recruited purely on a communal basis. Audit work
became not only iuefficient but delayed. We are of course aware that
public agitation had a beneficent effect on the recent appointments of the
Assistant Registrars. But the policy of communalismm was there. This
principle of communalisin was adopted not only in the recruitment of
the official staff but also in the nominations made for the office of
Honorarv Assistant Registrarships. The party nominations assumed
such an ugly proportion and the increase in tlieir number at the rate
of one for each Union, demoralised the local nou-official effort to such a
degree that co-operators were compelled to pass resolutions consecu-
tively at two conferences asking for the abolition of that office. Each
Provincial Conference began to reiterate the need for an efficient staff
of auditors. The Central Banks’ Conference held last October passed a
resolution urging on the Government the need for instituting an exami-
nation for Inspectors to be conducted by the Government Commissioner
of Examinations.

A chaeap staff on
a eommunal basis.

This was not all. The third defect of the old policy was the reflec-
tion of communalism in co-operative administra-
tion in certain districts. Pointed a‘tention was drawn
to it at the Conference held in Salem last year,
Elections in Local Unions were manipulated on
communal considerations. It really pains one’s heart to find the growth
of conmmunal differences to such a degree in the District of North
Arcot that co-operative questions should be voted on a commnunal basis.

pereolation of
Communalism into
the movement.

The fourth defect of the old policy was the deliberate insistence ot
the officialisation of thie movement. The Minister
of the first Reformed Council honestly believed
that nothing would prosper in this country except
when initiated and executed by the officials. He not only preached

wmore officialisa.
tion.
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this policy liere but presented it to the adjoining province of Bombay in
his Presideutial address at Dhiarwar. Increase in the subordiuate staff

with low pay and prospects and without due regard to effiiciency can

hardly improve the quality in the movement. The upper controlling
staff was increased at the rate of one Assistant Registrar for each dis-
trict and one Deputy Registrar for every three districts. DMatters
relating to co-operative societies were decided at Departmental Confe-
rences without consulting the institutions concerned. The power vested
on the officers to advise the co-operative institutions had to be used for
the issue of orders partly as a result of want of Co-operative ontlook in
the officers and partly due to the expansion of tlie movemenut which did
not lend itself to its sticcessful administration through mere advice.

The fifth defect in the policy was the absence of any central policy
from the headquarters regulating the work of the
official staff in the districts. The rate of iuterest
was reduced without a due regard to the pre-
vailing market rate, the adequacy of margin for the building up of
the Reserve fund in the Soclety and the provision of the requisite
funds for the efficient adninistration of the movement. Iocal Unions
were formed in a haphazard manner, Audit Unions were formed with
powers not merely to undertake coucurrent audit but also final audit,
and without correlating their work to the future growth of the move-
ment and even without adequate funds for the conduct of concurrent
audit. District Federations were started on an unsound basis without

Weakness of the
Centre.

providing for sufficient finance, tie co-ordination with other iustitutions,
and the maximum use of the available human material. The policy
regarding nou-credit societies was hardly regulated. Expansion on the
one side, an inefficient sub-ordinate staff on the other, and an upper
‘controlling staff on the third side, subject to the feeling of dependence on

2 communal Ministry have made it extremely difficnlt for the Registrar

to act with grit and firmness in regulating the policy of the movement.

Sixthly, the old policy was characterised by want of boldness to

No large and bold apply the co-operative movement for rural recon-
potiey. struction. Though an increased co-ordination has
been achieved among the departments of Co-operation, Agrienlture and
Industries, the fact is there to-day that no one departuient is responsible
for promoting schemes of agricultural development and allied industries.
Co-operation is after all a method of building up rural life and little has
been achieved by way of couserving for the ryots their legitimate in-
come from the laud by organising them for joint purchase and joint
sale. If to-day we find that the co-operative method has not taken root
for increasing the agricultural production of the country, it is because

SN
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the old Ministry was wanting in a breadth of outlook for tlie prosecit-
tion of a bold policy. Mr. Ranganatham pointed attention to th}s
fact in his recent budget speech on 4th March 1926. ‘These are his
words :—*"T'lie Hon. the Development Minister, fortunately or unfortu-
nately, is in charge of departments vitally affecting the welfare f)f the
people. Agriculture and Industries are the two important occupations of
the people and vet, Sir, what has he done ? The number of Peol?le wh_o
were depending upon these occupations as a means of livelilood is
steadily declining and the number of people who are now unemployed
1s incréasing. If you reallv face the situation, it means that you have
not rendered any appreciable benefit to our- people in the deparf.m‘ents
of Agriculture and Industries. I do not know if the H(.)ll. th? Minister
for Developiment has done anything in this direction to investigate and
find out the causes and the remedies therefor. He may say
‘[ have no money’. But I find from the figures so far available
that the Department allowed 4'3 lakhs of the year 1921—22 to lapse,
in 1922-23 a sum of 4'6 lakhs, in 1923-24, 49 lakhs, and in 1924-25
89 lakhs, and he says that the real improvements which are imperative-
Iv needed in the direction of Agriculture and Industries had to be
éostpoued because of want of money.”

Here lies the crux of the question. It is not want of money but
want of a large policy and outlook to envisage the situation and ind out
remedies. Selection of Deputy Registrars on no tests of exanination
of their qualifications for non-credit work will not improve the situation.
Appointment of a few stray non-credit Inspectors will not acl.lieve the
successful establishment of the co-operative organisation for the improve-
meut of the agriculturists. Non-official organisations should be strength-
ened by broadening their constitution to undertake agricultural propa-
oanda. ‘The State should take into confidence more and nrore non-
gﬁﬁcials and supply them with the necessary finances for educational and
propaganda work. The University Courses shoulc be re-organised.
The Upper Controlling staff should be trained in agriculture. ‘There
should be a uniform policy followed in supplying agricultural require-
ments through the co-operative organisation and a single officer should
be chiarged with the duty of promoting such schemes. Credit and non-
credit cannot be divided into two watertight compartments. The
economic improvement of the ryot isthe goal. The co-operative
method is the best for organising the ryots. State aid is largely
necessary in an illiterate country for stimulating propaganda. Non-
officials should be largely drawn into the work. Experts for the conduct
and management of the institutions should be supplied by Universities
and the States, Unless such a bold policy as enunciated above is well

{
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taken on hand, even the fringe of the preblem of the amelioration - of
the ryot can hardly be reached. ‘

We trust that the new Ministry will take note of the six vital
defects in the old policy and try to remove them
during their period of Ministership. - Expansion to
be sound requires the training of the non-official -staff, and the enlist-
ment of earnest co-operators in large numbers for the work of educa-
tion. State audit will prove immensely beneficial to progressive
improve‘nent of co-gperative societies, as it ought to, only when under-
taken by a trained and efficient staff. Faith in official initative and
administration will wreck itself in the low vitality of the co-operative
institutions unless coupled with the active associations of the educated
leaders in each area for the work, Absence of a central policy specially
in regulating an ever-growing movement will do untold harm to it and
deflect it from its true principles and the goal. Absence of a broad
outlook to conceive the movement as intended for the ryot and not

the latter for the former will make it lob-sided and of poor value to
the agriculturist,

The new vpoliey.

The movement is extremely fortunate at this hour of transition
through which it is passing, in the appointment of
Mr. A Rangs- g Ranganatha Mudaliar as the Minister
nagha Mudaliaz. paly
for Development. A genuine worker for the
cause of the country who threw away his fat appointinent of a Deputy
Collector specially at a time when it will be ordinarily hugged for the
peusion it carries in later life, he belongs to the * Brothers of the order
of Service ” started by the Theosophical Society. This Presidency
cannot but be proud of the ascendency of a life worker who has taken
the vow of poverty to the position of a Minister. He has given up his
all for the sake of his motherland. Fired as he is by an enthusiasm to
do his best for his country according to his lights and capacity,
we may be quite confident that nothing will be wanting on his part to
improve the lot of his poor countrymen. His stand for the Bellary
Ryots against an increase in the land tax is well-known to the public.
The resolutions he has moved and his budget speeches will reveal to
anyone the sincerity and earnestness of Mr. Ranganatham. At the
last annual election meeting of the Provincial Union, he was elected by
an overwhelming majority to the place of the Vice-President. He is
largely respected and revered in the Ceded Districts. Much calumny
vented against him owing to his natural outlook lie has withstood. A
man of stout common seuse, sound and sober judgment, sweet speech
and firm action, it is a matter for hearty rejoicing that Mr. Ranga-
natham should guide the fortunes of the co-operative movement at this
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hour.  We pray for his long life and health to serve his country whiclh
he loves so dearly.

It also gives added pleasure to us that Mr. Hood has come back

Mr. H. M Hood, to us as the Registrar of Co-operative societies.

' His period of administration of the co-operative
movement a few vears back has been characterised by a firmness
which is largely required at this present hour to purify it of its
dross. As a Dt. Collector in Tanjore, he has earned the popular
confidence by his bold stand for the purification of the adwministration
particularly during the period of flood relief, A frank and fair-
minded officer, his recent evidence befoje the Royal Commission
on Agriculture was marked by a scrupulons regard for truth.
Hiding nothing, white-washing- nothing, we are sure that uunder
his admiinistration, realities will be faced and true remedies applied. We
hope that in no long time, the Aifferences between ofiicial and non-
official views will be set at rest and when ouce this is achieved, the
power for gaod that would be brought to bear on the movement wonld
increase enormously to its benefit. \We gladly welcome him inte our

THE MADRAS CENTRAL URBAN BANK, L'TD.

(THE PROVINCIAL CO-OPERATIVE BANK FOR
THE MADRAS PRESIDENCY.)

. Head Office: Luz, Mylapore.
Branch Office ; w7 Armenian Street, G. T.
- Current Accouats opened free of charge and interest allowed on
daily balances at 2} per cent. per annum.
Fixed Deposits are received for periods of 1 or 2 years or more
at rates of interest which may be ascertained on application. ‘
Prudential Deposits (Savings Bank) Accounts opened with a

| minimum balance of Rs. 5 and interest a‘lowed at 43 per cent. per annum,

Recurring Lieposits. Monthly‘deposits of Re. 1 or its exact multiple
for 24 and 36 months are received. The aggregate amount will be
repaid at maturity together with interest at 6% per cent. per annum,

Provident Deposit. New Scheme of Savings. 6 per cent. Compound

.. interest allowed. )

R The Governmeant has authorised the Investment in this Bank of

- the Funds of the Corporation of Madras, Lucal Boards and Municipalities,

midst and hope that during his period of office, the mevement will

¢ and the security moneys tendered by Government, Local aod Municipal
take strong root and spread itself in diverse fields of activity.

Servants, Renters and Contractors, and other quasi-public funds.
; and other particulars apply to :—
For torms a1 ’ V. C. RANGASWAMI; Secretary.
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F RESH PAMPHLETS FOR SALE

1 Loss Socxetxes ———-A Stu:ly is a contubutlon by Rao Sahlb
T. Snmvasa Rau on the margm of proﬁts in ‘rural socrenes-—deals
‘{\vnth the calculation of profits, 76 pages. Smgle copy As. 2. Per
dozer Re. 7 mcluswe of postagc. SR
o 2 Co-operauon—A Drxve from the Centre or- Growth
»_from thhm by Rao Bah’xdur N~ Gopalaswamx Iyencfar, Regﬂ-:
- trar-General of Panchayats Madms 23 pagas. | Smgle copy As.

‘_Per dozen Re. 7. j L e e

. j3. .Rural Trammg Class—-—A draft syllabus——mterlea‘.ed to
take downx notes of I’essons as smted to each area-—-gwes also out-
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