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Editorial Notes.

The Second Urban Banks’ Conference, Tiruvannamalai.
I

The Second Madras Urban Banks Conference held at Tiru-
vannamalai on the 15th and 16th October, 1932 was an important
ious points of view. Perhaps it is not quite accurate
ban Banks' Conference in as much
Erode in 1928 was in the first place
e Tamil districts and in the second
ks in the strict sense of the term,
ference, on the other hand,

. session from var
to call it the Second Madras Ur
as the first Conference held at
confined to Urban Banks in th
place included not only urban ban

“but all limited liability societies. This con
had members from all over the province and was confined exclu-

sively to urban banks and hence this should be more appropriately
called the first Madras Urban Banks’ Conference. There were
representatives from all over the proviuce from Tinnevelly to
Berhampore and from Madras to Mangalore.

II
Mr. B. S. Srinivasagopala Iyengar, the President of the
Miruvannamalai Urban Bank, was the Chairman of the Reception
Committee and in his address after dwelling upon the importance of
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, <'etmg as a pilgrim centre, he laid emphasis upon the
up011_as"§6iuere];:r:ltilgflzdoi;t)?:azil]Ot‘llxee:n::st ot comme tion 1'00de
: . gospel of co-operation in the
country around. His plea for urban banks to serve as balancing
centres to all other smaller co-operative institutions in their locall'ltb
was tot en.dorsed by the President of the Conference, who wanted tliq);
the financmg of these primaries should be left to Central Banks. Tl;e
Chalr'man of the Reception Committee also pleaded for the right of
granting loans on the pledge of jewels, which was the szzlb'ect
matter. of a resolution of the conference. Like the good Iawx;er ghat
Mr. Aiyangar is, he pointed out two legal difficulties in the runnine
of co-operative societies under the act as it is and pleaded fob-
changes to be effected with a view to make the working smoother1
Thfe first point was that in disputes arising between s:cieties 'ud.
their members, there is no provision for impleding as parties éo ‘tlll
suits subsequent alinees of mortgaged properties, who may be no 1e
members. . He also pleaded that the power vested in the Recriqtr;;
under section 42(a) to superseed the committee of a society sllorlid b
allowed to be exercised only after an enquiry under section- 36 oi
ixfspection under section 39. He dwelt at some lencth upon the
difficulties experienced by a society in executing awarZS and ¢
plained about courts allowing only 6 per cent in?erest instead ofotxlr;
contract rate till realisation. He also dwelt upon the audit scheme
which bulked so large in the other two addresses. b '

III

Mr. Strathie, the Registrar of Co-operative Societies was given
an o.pportunit_v' to give expression to his views upon some gf the
burning questions of the day. He was requested to open the
couferel}ce. He spoke with so much of sincerity and dealt with
some important questions in such a straightforward manuner that
his speech created a great impression upon the andience. He dwelt
first upon the conference making up its mind on matters coming
up for discussion before it and appealed to the members present uottt
to go back upon the resolutions passed, instancing the unfortunate
action taken by some members who attended the Bankers’ Conference
and the General Body Meeting of the Provincial Co-operative Union
where some resolutions upon audit were passed. He said that the
action of these members in going back upon the resolution “reduced
these institutions to the level of a theoretical debating society and
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lowered their prestige in the eyes of the public and the Government.”
He discussed at length the various schemes for audit of co-operative
societies and pointed out the advantages and disadvantages of each
scheme in a very frank and impartial way. Audit by Governwsent,
or by Local Audit Unions, or by Central Organisatious, or by
Certified firmus of Accountauts, these ate the {our schemes now before
the public and he said that the Government are anxiously awaiting
the opinion of this Conference on this question. “ Given honesty,
anselfishness and care, any of the four systems will work.” But ifa
central scheme be thought of, he recominended that it should be under
the Provincial Co-operative Union. In discussing the matters coucern-
ing exclusively the urban banks, he said it is a matter of gratification
that there are some good banks working satistactorily and he in-
stanced Kasargod, Mangalore and Bodinayakanur.  He deprecated
the practice of certain banks laying excessive stress on secutity and
advised the banks to lend far more on character and repaying
capacity. He also sounded a note of warning against loug term
loans and against lending to people, who are spendthrifts and about
whom the Directors should have no cotpunction of conscience in
enforcing the law. Finally, he pleaded for interpreting the good
impulses that we have in action and for our having a permanent
extension of the true principles of Co-operation.

v

Mr. Ramadas Pantulu, who presided over the conference coms
menced his address by stating that he had no direct knowledge
about the urban banks, that hie was a rural co-operator to the core and
that he was not in favour of separatism that was the animating
spirit in most of the notes and papers submitted for the conference.
“He believes,” he said, “in the essential identity of iunterests,
priuciples and practices of all co-operative credit organisations in the
province.” He discussed the plan of some urban co-operators to
have their own financing and propaganda institutions, both of the
district and provincial grade and condemned such an attempt very
“strongly, quoting the high authorities of the Townsend and the
Banking Enquiry Committees. He indirectly deprecated the views of
holding separate urban banks’ conferences and said that the ideal
state of affairs would be when there is only one Provincial Co-ope-
sative Conference, holding its sessions perhaps once in three
years and having as many sub-sections as may be necessary
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dealing with one t(ype of societies, such as, Consumers
Societies, Urban Bauks, Loan and Sale Societies ete., on the analogy
of the All-India Science Cougress, which has one plenary SessiZB
and a number of sectional meetings acting with its own President.

He went on to analyse the implications of the term * Urban
Ba:}k"' which falls into three varieties, viz, (1) bigger urban banks
aspiting to do the work of ordinary Joiut Stock and Cominercial
Baunks, (2) Employees’ Societies, (3} tiny little primary credit socie-
ties operating over compact little places on a very small scale aud
said that though all these three varieties are called by one common
name, each has pot its own limitations and peculiar fields of
operations and it would be dangerous to generalise about them as a
whole. He was for allowing bigger urban bauks having plenty of work-
ing capital to go ahead aund do all kinds of banking busiyess. He
emphatically discouraged the idea of forming societies for special
castes or occupations in a large urban area except those intended for
salaried earners belonging to particular institutions.

Coming to the qnestion of Audit about which his views had
already been expressed, he said that as the volume of opinion expres-
sed in the notes aud papers was against any combined centralised
scheme, he was prepared so far as urban banks are concerned to give
up the idea of a central agency and allow them to federate themselves
into regional groups.

Next he dwelt upon the fundamental poiuts of resemblance
between urban banking and banking done by rural credit societies.
“The steady inculcation of co-operative virtues of thrift and prompt.
ness it repayment, the size and duration of the loans, the purpose
and repaying capacity of the borrower, absence of teuderness in
effecting recoveries and arrangewment for effective audit, concurrent
and final, will help every credit organisation to function in a conti-
nued state of sound health.” In couclusion, he pleaded eloquently
for not allowing the poison of commuualism to get into co-operative
movement. In the west, Co-operation is kept above religion and
politics, He wanted that in this country also, it sh()uldabe kept
above all distinctions of caste, creed and commuuity,

vV

The Conference passed about 14 resolutions, All discussion
upon them was confined to the Subject Committee on the first day
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and in the morning of the second day, so that in the open conference
most of these resolutions were passed without much debate. We are
glad to note that first resolution emphasises the important fact that
audit should be entrusted to the non-official agency. This was
keenly debated upon in the earlier stages, but when it came to a
matter of voting there was practical unanimity of opinion. Mr. Sunda-
ram Pillai who led the opposition declared at the close of the confe-
rence his readiness to accept the conclusion of the conference.
Resolutions relating to the working of urban banks speak for them-
selves., We would like to draw the attention of our readers to the
resolution No. 8 which calls upon every urban bauk to recommend
the instrance scheme of the South India Co-operative Insurance
Society to its clientele. We hope that every flourishing Urban Bank
will form a Local Board and push ahead the scheme of co-operative
insurance, which makes it possible even for the poorest to insure

his life.
VI

The Conference was next invited to Vizianagaram by the
Secretary of the Urban Bauk. Whether there will be another
conference of urban banks exclusively, or whether in the light of
the resolution No. 13 passed, the organisers will take all limited
liability societies, or whether in the light of the presidential address,
the idea of a separate conference will be abandoned and workers in
connection with the Urban Banks would be satisfied with a sectional
meeting at a provincial confereuce is more than we can say at
present. After all the workers are so few and the same individuals
re-appear in various groups. The time has long passed by when
the spectacular importance of conferences needed emphasis; even
educative importance of conferences has ceased to loom large. We
are coming to the third phase of conferences being strictly business
organisations, whete a small cumber of businesslike resolutions are
passed after full discussion by the chosen representatives, and every-
body comes home to put into execution as far as possible those

busiunesslike resolutions.

The Task before the Central Land Mortgage Bank.

The Agricultural Commission, the Townsend Committee and
the Central and Provincial Banking Enquiry Committees and all such
Commissions and Committees that enquired iuto the conditions of
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agriculturists’ indebtedness have unanimously recommended that
co-operative societies as they are at present constituted are fit only to
cater essentially to the short-term and intermediate credit needs of
the villager and that a special type separate organisation should be
brought into existence to supply the long term money which the
agriculturists require equally urgently and it is with a view to meet
the latter demand that land mortgage banks have been recommended
to be formed. In our province we have a Central I,and Mortgage
Jank with its 40 and odd affiliated primary banks and the Central
Laud Mortgage Bauk has been doing some useful work during the
brief period of its existence. But even the most enthusiastic admirer
of the Central I,and Mortgage Bank has to admit that after all the
work doue is very little compared with what vet remaius to be done
and that barely the fringe of the problem of agricultural indebtedness
has been touched.

As our readers would have noticed, Mr. Ramadas Pantulu has
put forward a scheme according to which the not inappreciable
amount of Rs. 50 lakhs is sought to be supplied fromn co-operative
fuuds to the Central Land Motgage Bank at the rate of Rs. 5 lakhs
a year for ten years to come. The Provincial Bank will, if suitable
term are agreed upon, practically undertake to supply this amount
from the reserve funds of central banks taking Rs. 13 lakhs from the
annual additions to the reserve fund, Rs. 2% lakhs from the accy-
mulated reserves and supplementing this with Rupees one lakh from
its own working capital. Even if reserve funds cannot be deverted
to this extent and only a third or a half of the entire fund can be
put in the debenture the Provincial and Central Bauks cau make up
the deficit from other sources; this is matter of non-essential detajl,
Mr. Ramadas wants that the Central ILand Mortgage Bank must
guarantee a net interest yield at 54 per cent on the money thus made
available to it. He also says that this amount should not be repaid
within 10 years, that is, the first repayment of amounts advanced
in the year 1932-33 should be made only after 1942.43, o
as to give the central banks and the Provincial Bank a gluarantee
of long term investment. Mr. Ramadas makes out a very strong
case against the present policy of the Central Iand Mortgage Bank
giving 10 year loans which is not the ultimate purpose of the starting
of the Central Land Mortgage Bank, that the Central I,and Mort-
gage Bank must make strenuous attempts to make long term money
available to the agriculturists at least for 20 years and that the
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present compromise to float a third series of debentures should be
stopped.

M R. Ry. Dewan Bahadur M. Ramachandra Rao Garu, the
President of the Central Land Mortgage Bank, in his reply agrees
mostly with all that Mr. Ramadas has said, but adds that the Cen-
tral Land Mortgage Bank cannot give guarantee as to any fixed rate
of interest for 10 years, nor to absorb 5 lakhs of rupees per
year for the 10 years to come, but can come to an understanding
that it will take such money as is required for 20 year loans and
that the rate of interest is to be fixed at the beginning of every year.
He is also of opinion that no undertaking could be given not to
redeem the debentures earlier than 10 years. Mr. Ramachandra
Rao seems to think, if we are not doing him an injustice, that this
offer on the part of the authorities of the Provincial Bank is not
clearly disinterested, that we are at the beginning of a cycle of cheap
money and perhaps this is a shrewd attempt to get comparatively
high rate of interest for large amounts of money now available with
the Provincial Bank, In fact Mr. Ramadas Pantulu has not put
forward the scheme on behalf of the Provincial Bank but asan

individual co-operator.

We are concerned neither with the Provincial Bank’s getting
high rate of interest for its money, nor with the domestic troubles of
the Central L,and Mortgage Bank. Taking our stand as champions
of the agriculturists, who do require long term money, we feel that
it is the primary duty of the Central Land Mortgage Bank to get
them the amount they require at as easy a rate as possible for period
of 20 to 30 years. Itlooks asif that the Central Land Mortgage
Bank has hitherto been caring more to adjust its requirements
to the conditions of the capitalist than to make a study of the
needs of the agriculturists and to make strenuous attempts to
supply that need. If this point is conceded, namely, that it
exists pritnarily for the agriculturists rather than for the capita-
list, who is seeking investment for his surpluses, then there
will be no difference of opinion. It must try to secure loaus re-
payable in as long a period as possible, 20 years being the minimum;
for it is well-known that if the period of repayment be less than
20 years, the amount to be repaid every year according to any scheme
will be much more than what the borrrower can conveniently repay
and hence it is that in the West repayment is spread over as long a
period as possible, from 30 years even to 80 years. If this is granted,
namely, that the agriculturist requires long term money and it is the
duty of the Central T,and Mortgage Bank to help him with it, we are
absolutely sure that the small differences between the Central Land
Mortgage Bank and the other co-operative banks about the net
interest yield, when the debentures should be redeemed and so forth
can all be easily settled with the co-operation of the Registrar, who
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is equally interested in both the institutions. We therefore, make an
appeal to the Central Land Mortgage Bank to have a deﬁnite ch'mcr‘e
in their angle of vision, to realise that they exist for the acrric;ﬂt';l-
rists and poorer land-holders, and that the offer of credit institutions
within the co-operative movement itself for supplying that mone

onght to be availed of and preferred to the support ofathe capitalisg
who will dictate his own terms and would like to have 10 and ]5’
year debentures only. The Central Land Mortgage Bank must look
upon itself as an integral part of the co-operative credit organisation
of the Province and must not consider itself to be a wholl; S'ei)arate
justitution, which can pursue its own Joan policies without consulting
the other co-operative opinion in the Province. We hope thereforz
that the Registrar will exert his good influence and see that the
Central Land Mortgage Bank accepts the offer from the co-operative
movement and so settle the terms as to be acceptable to both, so
that at the end of a decade, we may say boldly to the world “,\;Ie
have been able to relieve the distress of the péasants to the extent
of half-a-crore.” If we succeed in doing that, as Mr. Ramadas has
pointed out, we would have not only justified our existence 1)‘&
would inspire greater confidence in the investing public, wh;) will
come forward witht their accumulated savings to be invested in the
Central I.and Mortgage Bank, not dictating their own terms, but
accepting the terms that we offer. We hope that every effort will

be taken to bring about this desirable state of affairs.

The International Co-operators’ Day.

I'he Provincial Co-operative Union has received a circular from
the Secretary of the All-India Co-operative Iustitutes’ Association
Bombay, about the Celebration of the International Co-operatorq:
Day in India on the first Saturday in November. It was asa resnit
of a reference made to all the constituent associations in India that
the dav was changed from the first Saturday of July to the first
Saturdav of November to suit the Indian requirements and condi-
tions. We liope that on this important day, dedicated to the cause
of Co-operation, our co-operative brethren all over India would
assemble in large numbers aud pass resolutious affirming their
faith in co-operation as the only efficient means for overzomincr
the present economic crisis and preventing the recurrence of disastehr
and for contributing to the restoration of Universal Peace and Pros-
perity. We request co-operators to send a brief account of the
celebration to the Provincial Co-operative Union for publication in

the Journal.

234

Utilisation of the
Reserve FFund of the Co-operative Societies.
BY

DEWAN Damraptr M. RadaciaxprRa Rao.

In a paper contributed to the Madras Jourual of Co-operation,
Mr. Ramadas Pantuln has put forward an interestiug schienme for the
purpose of fiuding 20 year money for the Iand Mortgage Banks
within (e movement and has asked me for an expression of my

With much of what he savs T am in entire agree-

views thercon.
a consider-

ment. There has been for sometime an urgent need for
ation of wavs and means for the Wtitisation of these large funds for
(he henefit of the agriculturists, and Mr. Ramadas Pantulu's present
proposals may. therefore, be taken as evidence of a new policy for
Joast a part of these funds within the co-operalive move-
this. the trade and financial depression has
e monev market and we are
be cheap and

keeping at
nent.  Apart from
brouvht about a great change in tl
probably at the beginming of a cycle when money will
Much of the surplus money iu the hands
of the Madras Provineinl Co-operative Bank and also its reserve
funds and the reserve funds of the Central Banks are invested in
(Sovernment securities from which it is fairly certain that the yield
of intercst cannot be anvthing like that carned during the last decade.
his is & weighty consideration which cannot bhe overlooked.  The
he Provincial Co-operative Bank

the rates of interest easy.

proposal to utilise the reserves ol t
and of the Central Banks in the purchase of dehentures of the
Central Tand Mortgage Bank earning 2 higher rate of interest than
that on Government Securities, 1s therefore entirely sound.

9. The Central Land Mortgage Bank and the Provineial Co-
operative Dank are cach  supplving two different needs of the
the former is trving to minister to his wants in regard
{0 his short term requirennents,
of the Central TLand Mortgage
for public subscriptions, it was

+ for startine the operations of the

agricilturist :
to lono term money and the latter
Tmmediately on the establishment
Bank, T felt that without waiting
possible to find the requisite money
hank from the reserves of the Provincial Co-operative Dank and the
Central Banks, and also partiy from their surpluses. T'he fQrst step
235
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taken by me in this direction was to secure the permission of the
Registrar for the investment of their surplus funds in lllé.(lc])elltlll'CQ
of this bank. This permission was accorded, ’I‘Ixere:\ftel‘w'\rd;
I requested him to include the debentures of the bank in the li;t o;
fluid resources of the Co-operative Societies. I'he Registrar tooll the
view that the debentures of the bank were not then s::lfﬁciently fluid
for the purpose and that some more time should elapse before such
a step was taken. I theu drew his attention to the reserve funds of

the Central Banks and the Proviuncial Bank and suggested that at -

least a portion of the reserves may be invested in the bank’s deben-
tures. He did not at first think that such a step was desirable : but
a year later he again reconsidered the matter and has rec’entlv
accorded permission for the investment of the reserve funds of the
Central Banks in the current year in the bank’s debentures. It will
be seen, therefore, that all along, the Central Iand Mortgage Bank
has been anxious to secure such funds as may be made '(;vailable
from the co-operative movement for the purposes of long term
needs. Mr. Ramadas’ present proposals are intended to take the
matter a step further. He desires to divert the accumulated
reserves of the Provincial Bank and the Central Banks now in-
vested in Goverunment securities to the Central ILand Mortgage
Bank. His proposal is that, instead of accumulating these ﬁm?is
in stock exchange securities, -they may as well be utilised for
long term purposes and incidentally enable the bauks to earn a
higher rate of interest. I am wholly in agreement with the general
policy underlying these proposals. Alinost immediately on the esta-
blishment of the Ceutral Land Mortgage Bank, Mr. A. Vedachala
Aiyar, Retired Registrar of Co-operative Societies, also drew atten-
tion to these reserves and urged that they may be made available
for long term purposes. DBut the proposal ‘was not then considered
seriously. I am glad that it has now come within the region of
practical politics.

3. I now come to a consideration of the actual proposals put
forward by Mr. Ramadas Pantulu. He says that a sum of Rs. 4 lakhs
per anuumn would be found from the accumulated reserves of the
Central Banks in the hands of the Provincial Co-operative Bank for
a period of 10 years and that similarly a sum of Rs. 1 lakh per
annum would be found from the general funds of the Provincial
Co-operative Bank for the same period for investiment in the 20 year
debentures of the Central Land Mortgage Bank. In other words, the
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Central Banks and the Provincial Co-operative Bank between them-
selves would subscribe to the 20-year debentures of the Central Land
Mortgage Bank for a period of 10 years at the rate of 5 lakhs of
rupees per aunumt. In order to enable them to do so, Mr. Ramadas
further proposes that the Central Land Mortgage Bank should agree
to the following conditions:—

(@) that the interest on these 20.year debentures should
now be fixed at 6 per cent per anuum for the whole period irres-
pective of the conditions of the money market ;

(b) that the Central Banks and the Provincial Bank should
be paid interest on the debentures free of income-tax. Mr. Ramadas
contends that the transaction evidenced by the debentures between
the Central Land Mortgage Bank and the Provincial Co-operative
Bauk and the Central Banks, is in its essence a loan by one
co-operative institution to another and that the interest yield
on these debentures, should, according to him, be free of income-tax.
If it is held that the interest on these debentures is not tax-free,
he suggests that a special exemption may be asked for from the
Government of India in regard to the debentures held by the Co-
operative Banks. If the exemption is not forthcoming, the Central
Land Mortgage Bank must, under his proposals, in addition to
paying interest on these debentures, bear the incometax on the
sale ;

(c) that the Central Land Mortgage Bauk should guarantee
that the debentures will not be redeemed for at least a period of ten
years.

4. Before dealing with these three matters, I should like to deal
with a preliminary point. In regard to these three matters, it is not
quite clear from his note as to whether Mr. Ramadas desires to place
the transaction on a legal footing by the execution of a definite
contract between the Central Land Mortgage Bank and the
Provincial Co-operative Bauk and the Central Banks, embodying the
conditious above mentioned. He speaks of a definite contract at least
about one of the three points above mentioned and the whole trend
of his article suggests that a definite legal arrangement should be
entered into so as to be binding on both parties to the contract. I
bad hoped that this was not his view, but his subsequent comuni-
cation makes it elear that he wants a tripartite agreement. If he
desires to place his proposals on a legal footing there are numerous
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difficulties 11 L owe et :
1 ‘ﬂ‘L }‘-Lly of entering into a contract such as that
suggested by his article, '

5. In regard to the first of these proposals, the Central Iand
Mortgage Bank has befn doing work only for two years and judging
from. the short experience that we have had, we cannot sa;/ for
certain th‘at there would be an even flow of applications for 20 year
loans during each of the next 10 years. Indeed, it is imposible to fore-
cast what our actual demand for funds would be in any year.  The
work of organisation and propaganda is going on inthe districts and
the aévantagcs of borrowing from the Bank are slowly filtering down
the villages.  Whithout loan applications aud tle cousulucn-t mort-
gages, no debentures can beissued. All that we can say at present is
without guaranteeing to take a certain definite sum of noney every
year from the Provincial Co-operative Bank and the Central Bauks
we shall take from them whatever money is actually required u;
meet the demands for 20 year loans. Beyond that it is not possible
to go. If Mr. Ramadas, without insisting on any definite leval
agreement in this matter, desires that the Central Iand I\f’[ortw;re
Bauk shollxld gilve preference to the funds in the hands ofhtlz;c
Provincial Bank and the Central Banks for meetine SANE:
requirements of the Central Land Mortgage Bank f0r“20b yte]:: altul;i

for the next ten years, an assurance to this effect can be given. But

it will be a hazardous proceeding to euter iuto a contract to take a
definite sumt every year for the next 10 years. [t naturally follows
from the above that no agreement as regards the rate of interest on
debentures can be entered into here and now so as to be bindine for
the next 10 years. I have already referred to the great change bthat
has come over the money market and that we are at the beginnine
of a posssible cycle of cheap woney. The best course, lmger thz
circumstances, is, instead of entering into a coutract for the next
10 years about,the rate of interest, to review the situation at the
beginning of each co-operative year aud to come to an acreement
that the Central Land Mortgage Bank should pay a deﬁniteb rate of
interest during that year for the borrowings of that year from the
Provincial Co-operative Bauk aud the Central Bank;, The Bank’s
policy has been to fix a rate of interest on the bauk’s deben-
tures higher than the rate offered by Government on its borrow-
ings, the bank’s rate always being between 3 and § per ceut
over thie Goverument rate. When Government borrowed at
53 per cent, we paid 6 per cent and when Goverument borrowed at
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G per cent, we paid 63 per cent and when Government borrowed at
64 per cent we could not go further.  When Government borrowed
at 53 per cent recently, we decided to offer 6} per cent on our
debentures. I bave no doubt that this higher rate wouid be kept
up in future years and that the Central Baunks and the Provincial
Co-operative Bank would receive this higher rate during the period
referred to by Mr. Ramadas, but I suggest the actual rate may be
decided at the begiuning of each co-operative year. Amny other

course may lead to difficulties.

6. 'I'he next point relates to the payment of income-tax on the
interest accruing on the debentures. In the first place, I should
like to say that I have, from the very beginning, taken the view that
the debentures of the Laud Mortgage Bauks should be altogether
exempted from income-tax. A recommendation to this effect was
made by the Townsend Committee on Co-operation and its subse-
quent history may be shortly stated. Mr. H. M. Hood, as the
Registrar of Co-operative Societies, addressed the Government
of Madras on this subject in 1928 and the Madras Govern-
ment addressed the Government of India sometime at the
beginning of 1929 recommending the exemption of the deben-
tures issued by auy co-operative societies in Madras from pay-
ment of income-tax. The Government of India replied on 25—7--28
that the question of exemption from income-tax on securities held by
co-operative societies was already under their consideration and that
they promised that the proposal would be examined on its merits in
connection with the report of the Banking Huquiry Committee
which was then about to commence its work. They further
stated that till the outcome of that enquiry was knowun, the
Government of India were not prepared to accept the proposal
of the Madras Government. The report of that Committee is
now under the consideration of the Government of India and
the Madras Government and I have quite recently again ad-
dressed the Government of Madras to take up the question with
the Government of India, and I have no doubt that this will be
done. Our demand in this respect is in conformity with the practice
elsewhere. In most of the European countries, the debentures of
Land Mortgage Banks are not taxable as a rule either at issue or
transfer. The point for consideration, however, is that the rate of
inicome-tax may vary from year to year and the intending investors
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regard this au uncertain feature in the debenture scheme. Iy order
to attract permanent uon-speculative investors, a definite rate of
interest during the whole period of debentures should be sccured to
them and this can be done by making the debentures tax-free.
This has been the policy in regard to all Land Mortgage Banks in
the west and the State assistance in establishing these securities has
beeu of imulense value in the building up of (lebeuturevho]dings of
Land Mortgage institutions. It is to be hoped that the Government
of India will be able to look at this question from this stand poiut
and to concede the exemption which had been asked for.

7. As already pointed out, Mr., Ramadas’ suggestion that we
should press upon the Government of Iudia for exemption fromn
income-tax has been already carried out. He proposed that apart
from the general question of exemption of all debentures of the
Land Mortgage Danks from income-tax, we should press on the
attention of the Government of India that the recommendations made
by the Indian Central Bankiug Enquiry Committee that the earnings
from investments in public securities or land mortgage debentures
should be exempt from income-tax to the extent such investments are
necessary for the purpose of their fluid resources and for the invest-
ment of reserve funds as prescribed in the rules. I understand that
this recommendation is limited to such securities as are recognised
for the purpose of maintaining fluid resources and for the investment
of Reserve funds. The object with which the exemption from
income-tax has been conceded in the western countries is to dis-
courage the tendency to invest all the available funds in industrial
concerns in preference to undertakings for the promotion of agri-
culture. Moreover, as pointed out by the Commissioners appoiuted
by the United States Government, a tax on a mortgage ultimately
comes out of the borrower either directly or in the shape of increased
interest on the loan. It is impossible to secure money for the farmer
ou easy terms, unless and until such an exemption goes into effect,
The conditions in regard to agricultural finance are much worse ig
this country thau in the west and the general exemption that I have
been pressing should be conceded. If there is, however, any delay
in the settlement of that question, I shall be thankful for small
mercies and shall, without giving up larger question, be content if
the smaller problem relating to fluid resources indicated in Mr.,
Ramadas’ subsequent communication is solved. It is hoped that
this modified proposal may be accepted by the Government of India
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in the near future; but nobody can say how long it will take to
obtain their orders.

8. His further proposal that, if the exemption is mnot
forthcoming, the Central L.and Mortgage Bank must bear the
income-tax, now remains to be examined. Mr. Ramadas wants
that the Provincial Co-operative Bank and the Central Banks should
be assured that their investmments in the debentures of the Central
I.and Mortgage Bauk should vield a definite rate of interest
irrespective of the fluctuations due to the levy of income-tax. While
I heartily sympathise with this desire, the Central Land Mortgage
Bank has exactly the same desire not to be saddled with a fluctvating
rate of interest, but to pay au uniform rate of interest on the deben-
tures irrespective of the vagaries of the income-tax. The Central
Land Mortgage Bank borrows money at a definite rate of interest
and lends the same at a definite rate of interest. ‘T'he shifting of the
fluctuating rate of income-tax from banks which have already built
up large reserve funds to a bank which has just been established and
has practically no reserve fund as yet, must be regarded as a one-
sided proposal. The bank has just been able to pay its first dividend
with considerable difficulty and with the help of the Government
for working charges. The proposal to saddle the bank with income-
tax on debentures practically imposes an additional burden on the
bank, while it is still struggling to earn its yearly administrative
charges. The Central Banks now earn 5 per cent net on their
reserves, and if they get 6 per cent on 20 year debentures from the
Central T,and Mortgage Bank, they would be in a position to meet
the income-tax on the interest on debentures from the extra one per
cent which they would be earning by investment in the debentures
of this bank. They would not, therefore, be in a worse position by
investing their funds in the debentures of this bank. In these circum-
stances, the proposal that, in addition to paying 6 per cent interest,
incoine-tax should be paid thereon by the Central Land Mortgage
Bank, cannot be accepted. The only course open for the Provincial
Co-operative Bauk and the Central Banks is to coutinue to accept
the present position and to pay the income-tax on the debentures
themselves till the time when Government of India arrive at a decision
on the question of exemption. Mr. Ramadas has since stated that he
will be satisfied with a return of 5 per cent net on the debentures.
I have ascertained that the remaining one per cent will be enough

to cover the income-tax.
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9. The third point relates to giving a guarantee that the deben-
tures would be irredeemable for a period of 10 years. Mr. Ramadas
says that “the right reserved under the by-laws of the bank to
redeem its debentures is a2 wholly one sided contract which is not the
case in regard to the Government securities or the debentures and
the time deposits of banks in general. While the Central Land
Mortgage Bank’s debenture holder cannot ask for his money till the
full period expires, the bank can at any time compel him to receive
it back on three months’ notice even in the first year of issue”.
There is nothing unusual about the by-laws. The same “one-
sidedness " prevails in the transactions between the Central Land
Mortgage Bank and the borrowers. It is open to the borrower to
pay back the whole loan irrespective of the instalments while the
bank has no right to call in a loan except when default is made
by the borrowers. Mr. Ramadas has taken part in all the discus-
sious that took place in connection with the framing of the by-laws
and is fully aware of the reasons why this right is conceded to Land
Mortgage Banks all over the world and has referred to the reasons at
some length in his note. In his own words, “it is nccessary to
provide against the baunk sustaining financial loss by not finding
scope for the utilisation of its collections in its business. The
primary borrowers have invariably the right to make advance pay-
meuts in reduction of their loaus. If collections come in abundance
and cannot be reloaned or used up by a land mortgage bank purchas-
ing in the open market its own issues, not above par, otherwise
invested on remuuerative terms, then the bank resorts to compulsory
redemption of the debentures before maturity. A debenture redemp-
tion fund is, therefore, created for this purpose (vide Townsend Com-
mittee’s report, page 66 and bye-law No. 16 of the bank.). Secondly, the
obligation of the bank to see that the value of the debentures actually
in circulation at any time does not exceed the value of the mortgage
honds and other assets transferred to it by the Primary Banks may
necessitate compulsory periodical redemption of the debentures
" before their due date on a definite scheme, which is however, so
worked as to cause the minimum inconvenience to the debenture-
lolders. The power, when used for these purposes and as a last
resort, will indeed help to strengthen the debentures and operates on
the whole to the benefit of the debenture-holders themselves’”. From
these observations, it is clear that Mr. Ramadas does not object to
the periodical redemption of dehentures, but on the oth'er hand, he
thinks that the redemption of debentures under the circumstances
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referred to by him will be a source of strength to the debenture-

"holders. Since writing the above, I have received a further

communication from him from which it is clear that he does not
object to the bank’s right to use its normal and other uninvestable
surplus collections for being used for the redemption of debentures.
He also admits that the * Central ILand Mortgage Bank will not use
its power of compulsory redemption nor enforce conversion of high
rated into low rated bonds capriciously or lightly and that the
Registrar may be depended upon to prevent such action”. In the
face of this admission, it is not clear what provisien should be made to
dispel any fear of a possible capricious use of the right of conversion.
The Central LLand Mortgage Bank is a semi-pubiic institution and
may be trusted to act fairly by its debenture-holders under the -
general instructions of the Trustee.

10. I now summarise my proposals :—

(1) There is no need for any legal agreement between the
Central Land Mortgage Bank, and the Provincial Co-operative
Bank and the Central Banks about the investment of funds in the
debentures. An assurance mmay, however, be given that the Central

Land Mortgage Bank would be prepared to issue debentures every

year to the extent of the applications for 20 year loans for the next
10 years. It is not now possible to form an estimate of the require-
ments of the Central Land Mortgage Bank in this respect for any
year. The funds would be actually drawn when the Central Land
Mortgage Bank is in possession of the mortgages and interest will
run only from the date on which the funds are actually drawn.

(2) Itis not necessary to fix the rate of interest on deben-
tures here and now once for all for the next 10 years. The actual
rate of interest may be agreed upon at the beginning of each co-ope-
rative year. The Central Land Mortgage Bank is prepared to pay
a rate of interest for the present which will give a net return of 5 per
cent on the amount invested as proposed by Mr. Ramadas. '

(3) The question of exemption from incometax cannot be
immediately settled. In the meanwhile, the Provincial Co-operative
Bank and the Central Banks may themselves pay the income-tax and
the Central Land Mortgage Bank will be prepared to issue 20 year
debentures immediately at 6 per cent per annum and this rate of
interest will leave sufficient margin to enable the Provincial Co-ope-
rative Bank and the Central Banks to earn a net interest of 5 per cent,
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(4) It is admitted that the Central Land Mortgage Bank must
be in a position to redeem debentures every year, if so advised, to the
extent of the actual collections of the principal and to the extent to
which mortgages may be redeemed by the borrowers in any year.
Subject to this right, the bank will be prepared to consider any
proposals for a period of irredeemability of the debentures not
exceeding 10 years as provided in the by-laws. The period of
irredeemability or otherwise should be decided each year along with
the rate of interest and a separate series would be issued each year.

Reply to the above
BY
MR. V. Ramapas PaNTULU.

It must be clear from a reading of Mr. Ramachandra Rao's
memorandum, that notwithstanding the fact that he is in general
agreement with me about the desirability of diverting the long lying
money available in the movement into 20 year land mortgage
debentures, his actual proposals are not calculated to achieve that
object. He has evidently no intention of closing the 10 and 15 year
debentures to the local bodies and the public respectively. He
merely invites co-operative banks to offer their money for 20 years to
be drawn at his convenience, as and when the 20 vear loan appli-
cations come in and on such terms as he may offer at the time of
each issue of the 20 year debentures. How far the Central Banks
will accept these proposals, I cannot say. It will be for each central
bank to negotiate with the Central Land Mortgage Bank at the
time of each issue. So long as 10, 15 and 20 vear debentures are
put on the market simultaneously, I do not think that the central
banks will go in for 20 year ones specially when the 15 year
ones bear 6} per cent interest, while the 20 year ones carry only
6 per cent. At the other end it will be equally difficult to give

any definite instructions to the primary mortgage banks as to-

whether they should stimulate and get ready 10, 15 or 20 year loan
applications and to what extent of each variety. A steady pursuit of
20 year loan policy will be practically impossible under tfie arrange-
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tnent of simultaneous issue of 10, 15 and 20 year debentures. The -
sudden drop in the duration of the loan from 20 to 10.years has
already destroyed the faith of the rural co-operators in the land

mortgage banks and cannot be restored by this vacillating policy of
experimenting with 10, 15 and 20 year loans,

I find two cross currents of thought running through the
memorandum, On the one hand it is doubted whether the land
mortgage banks can absorb 5 lakhs of 20 year money a year and
take the whole of it annually even if it is forthcoming, as there may
be no even flow of 20 year loan applications to that extent. Oun the
other hand, I notice an apprehension that if the outside public are
not offered 10 and 15 year debentures, as well at the same time, the
20 year money, which the central banks and the Provincial Bank
may be able to contribute will be comparatively small and is likely

- to be exhausted in a couple of years or so and then the 20 year loans

and with them the 20 year debentures may have to be withdrawn.
My answers to these two conflicting set of considerations are as follows :
As regards the ability of the Central Land Mortgage Bank to absorb
5 lakhs of 20 year money a year, I do not entertain the least doubt
unless the primary banks become moriband. It is an under estimate
if at all. In any case, if it cannot utilise the full amount, it may
use up as much as is wanted by the primary banks. No guarantee
need be given to central banks that all the sums they are prepared
to find will be absorbed. As regards the second point, it is unneces-
sary to speculate at this stage. The source is not after all so
slender. Even if the reserve funds are limited and not more than a
third or one half of them can be diverted into debentures, there are
other co-operative moneys which can be found for the purpose.
The Provincial Bank, if desired, can find ample funds from special
long term deposits or uncovered debentures of its own. Some strong
central banks which have large surpluses and command public confi-

- dence can do likewise. If the Central Land Mortgage Bank has

been enthusiastic over 20 year loans and anxious to find 20 year
mouney, it could have found it in the past and it can find it evedl now.
My own feeling is that if the Central Land Mortgage Bank builds
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- up a sound business of Rs. 50 lakhs and steadily places on the market
half a crore of rupees worth of 20 year debentures, with co-operative
and other funds in the next few years, it will establish its own
traditions and status in the money market and create so much conﬁ;
dence in the public that institutional and individual funds will ver
likely be forthcoming for 20 years, perhaps for less than ¢ per ceni’
This optimism on my part is not in the least unjustifiable, The.
Government when they guaranteed interest op the Rs. 50 lakhs of
debentures floated in the first five years evidently contemplated such
a consummation. Though 3 of the 5 years have expired, the Central
Land Mortgage Bank has hardly touched 3 fourth of the ﬁgur;: even
after experimenting first with 20, then with 10 anqg now with 15 year
debentures. In any case, concentration on 20 vear loans is worth
trying, specially when a substantial amount of 2¢ year money is at
once forthcoming to begin with. The fear that the co-operative
source may dry up in two or three years cannot justify the continu.
ance of 10 and 15 year debentures and keeping tbe‘20 year loan
policy in abeyance or nominally alive,

- It will be a matter for the sincere regret of co-operators in the
province if the directors of the Central Land Mortgage Bank faj] to
avail themselves of the present favourable money market conditions
and of the offer of the co-operative banks to fing the nucleus of 20
year money. With the money raised on those debentures and from
collections of outstanding loans even 10 and |5 year loans may be
given to the fortunate few whose repaying capacity is larger. If they old
10 year idea and new experiment of 15 year debentures are not im
mediately dropped, it practically means an end, for the time beiy f
the 20 year loan policy and programme It ig gratifying t(; not %i:o
Registrar takes a helpful attitude and favours the 20 ea: 1 a:
policy. But if he 1}nfortunately acquiesces in. the experime};t f ::
continuance of the 15 year debentures for sometime more i: 'lel
virtually mean a negation of the revival of the 20 year loan ;"
although the conditicns for sugh. revival are now most pro P:; "y
The longer the 10 and .15 year money is received, the tighter wli)lll iou:.
a8 an incubus on the Central Land Mortgage Bank, which mt.lstt :):
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necessarily engrossed in the task of finding an outlet for it in 10 and
15 year loans, to the detriment of its real mission in the Movement.
Assuming that 15 year money will flow in more easily than 20 year
money, the very ease with which it comes will itself prove a source
of financial embarrassment to the Bank, unless the 15 year loan ap-
plications are correspondingly popular and come in such volume as
to absorb the plentiful 15 year money.

It is therefore my earnest hope, as an individual co-operator,
that my fellow co-operators of the province will not allow the ideal of
20 vear mortgage loans through land mortgage banks to be aban-
doned, In theory, it is true, it is not yet abandoned and lip homage
is still paid to it. But in effect and practice, it was burried 5 fathoms -
deep in the ground, shortly after the Central Land Mortgage Bank
was started on its work. The insistence on the continuance of the

- issue of 10 and 15 year debentures to the local bodies and the public

respectively,alongside the 20 year debentures and the refusal to commit
the Central Land Mortgage Bank to a definite policy and programme
of 20 year loans is conclusive evidence to my mind of the fact that
20 year loans are really in disfavour in some quarter in the Central
Mortgage Bank. If it is felt that the 20 year loans are unsafe or un-
workable, or if it is feared that little money can eventually be
found for 20 vears and that it will be wise to abandon 20 year loans
from now or at any rate unwise to encourage them, Jet them say
so plainly and frankly and then go ahead with a programme of 10
and 15 year loans. We shall all then know where we are.

I, however, consider that such a change of policy will be most
deplorable. No impression can be made on the agricultural
indebtedness of this province even in those select areas, where land

mortgage banks are started, unless at least 20 year loans are given. 1

feel that the sudden drop from 20 to 10 years and the present attempt
fo ascend half way to 15 years is a most unsatisfactory way of dealing
with a serious problem. Speaking for myself, I am of opihion that
the abaudonment of 20 year Joans and issuing 10 year debentures
was most indefensible. Simply because the public did not put in an

adequate amount of 20 year money and the stock brokers of Madras
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said that 10 year money would come in more easily, should
the Central Land Mortgage Bank have abandoned for the time
being the 20 year loan policy, which was the bed rock on which
the Laud Mortgage Banks-—primary and ceutral—were built? Was
the co-operative credit organisation of the province consulted about
the advisability or otherwise of making so violent a departure in the
loan policy of the land mortgage banks and was the co-operation of
the Provincial and Central Banks sought for in order to ascertain
whether 20 year money could be had within the movement at least
till the difficult conditions of the money market were tided over? Is
the Central Land Mortgage Bank to treat itself as an institution
absolutely unrelated to the co-operative credit organisation of the
province as a whole and cast to the winds the agreed policy of long
term co-operative credit in the manner it did and still does, at its
sweet will and pleasure ?

Were the land mortgage banks started to give 10 or atmost 15
year loans? The rural societies in some districts were in the habit of
lending up to 10 and even 12 years on mortgages of agricultural lands.
One of the main reasons that induced the Provincial and Central
Banks to discourage such loans was that they were neither here nor
there. A ten year accommodation is too long for a normal productive
agricultural purpose; it is too short to permit repayment of a
substantial sum advanced to discharge prior indebtedness or to effect
real land improvements without outside borrowing for the purpose
once more. It was therefore felt necessary to organise a new
set of banks on an altogether different plan, so that loans for 20
to 30 years may be advanced through thew. If it was known
that no more than 10 and 15 year loans could be advanced even
through those new type of banks, I do not think that the people of
. the province would have gone in for the trouble and expense they
did in organising .the land mortgage banks. That limited object might
have been accomplished much more easily in other ways with less
pomp, ceremony and circumstance. Even if no more than 5 per cent of
the working capital of the existing ordinary co-operative credit
institutions is diverted to 10 and 15 year loans, a sum of at least
25 lakhs of rupees can thus be advanced annually for long term loans
of the type which the Central Land Mortgage Bank now contemplates,
three years after its formation. This can be done by the ordinary
co-operative credit institutions without the least financial dislocation
or treading the margin of safety or offending any banking principle.
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Even 10 year deposits or uncovered debentures could have been
cultivated by them if need be for that limited amount. Nor are
Government guarantees, subsidies and costly officials necessary for
that simple programme being put through. The central banks
and the societies could very well have managed it with occasional
aid from the Provincial Bank, In fact, many such simple alternative
schemes to regularise 10 or 15 year loans were put forward and
examined and if they were ultimately abandoned, one at least of the
contributory causes that led to that result was that 10 and 15 year
loans were considered inadequate and that special organisations,
which could be definitely relied upon to advance adequate sums by
means of loans from 20 to 30 years were required to deal with rural
indebtedness and land improvement schemes. So there is not the
least possible doubt that if the Central Land Mortgage Bank can do
no more than advance by way of loans for 10 and 15 years, a sum of
Rs. 5 or 6 lakhs a year for the whole province, it belies the expec-
tations raised of it, will largely fail of its purpose and is sure to
cause bitter disappointment to the agriculturists of this province.

I therefore hope that the primary land mortgage banks will
organise themselves and press for the revival of the original policy
and 'programme of 20 year loans on an adequate scale and thus
justify their formation. N

. } N
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The Co-operative Movement and the Housing Problem.®
Dy MR, V. SRINIVASAN, M.A.

France.—Gide refers to the paucity of co-operative building
societies in France. In all France there were but 272 societies in
1917. Some societies however like the Famille de St. Denis while
erecting premises for shops have flats built on the upper stories
which are let to members.*11§ -

Germany.—In Germany however the co-operative building
societies are in the ascendant whether in the districts or in the urbay
areas. Most of these have been started with the idea of socialising
industry on a national scale. The movement has spread through the
length and breadth of Germany and principally in Bavaria where
more than a hundred places have bnilding societies. That certainly
is a striking record for a land where the population have mostly been
agriculturist.

In Munich was established the oldest co-operative building
society which was the result, the direct outcome, of the Franco-
German War. The society was founded in 1871 with the active
‘support of the King of Bavaria.

T'he state meets half the expenditure and shares the other half
with the Municipalities. 8000 tenements are said to have been
erected in 4 years by the co-operative societies.

Government assistance is not always direct. Sometime it is

given through a Central Bank. In 1918 was established the House
Building Bank of Munich and soon a sum of £ 25,000 was placed
gt its disposal. The Bank issues 2nd mortgage loans charging only
6 per cent |

Occasionally, state aid filters through the Development Com-
mission whose main object is land improvement and erection ot
small buildings. This body makes 2nd mortgage loans up to 90 per
cent of value and charges 4% per cent. The loans are repaid by
anuaual instalments.

* Cp. Ernest Aves: Co-operative Industry. P. 232.

‘+ Ch. Gide: Consumers Co-operative Societies, P. 115, n.
! Industrial Co-operation, P. 181.

§ Consumers Co-operative Societies, P. 109 sqq.

I| M, L. Darling : Co-operation in Germauy and Italy, Pp. 119-20,

* Continued from page 644 of June 1932 issue of this Journal.
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A large number of the German Co-operative Societies have been
carrying on house building to some extent. But the impression appears
to be gaining ground among the members of the Executive Board of
the Central Union that the combination of co-operative building with
distribution by societies should be undertaken onlv with the greatest
circumspection.*

Belgium.—1In Belgium a prosperous and contented people have
heen reared up owing to the ungrudging assistance rendered by the
General Savings Bank. The Co-operative Building -Societies of
Belgium have much nsefnl work to their credit and one noteworthy
feature abont them is that they register themselves as joint stock
compauies instead of under the co-operative law of the land as the
practice is in other countries. This is said to be due to the ‘ supe-
rior powers allowed by the Belgian Government to societies with
fixed capital,’ t )

Denmark :— Of the Baltic States Denmark forces itself on our.
attention., ‘The agricultural ‘labourer there, we have been told} is
better clothed, better fed and more comfortably housed than most
members of his class in France, Germany or England”. We have
also been told that “the Co-operative unions of Deumark have
practically made Danish farmers independent of money lenders so
far as their working requirentents aré concerned.” § Indeed,
rural Denmark has manyv a lesson for the outside world.

As for the housing question, progress has largely been assisted

-by a peculiar systemm of credit associations which have helped in

providing improved habitatious. . Persous requiring loans combine

_and form a credit society to furnish a joint security on the properties
of all the borrowers for the total loan taken. ‘ Individual borrowers

are debtors to the society which in ttimn is a debtor to actual lenders.
The members are mutually responsible for one another-each for all
and all for each.” Well, that is the true co-operative spirit with
which the problem is tackled in Denmark.

_ ¥ Theodor Cassau: Consumers’ Co-operative Movement in Germauny,
p. 76. . ;
tC. R. Fay: Co-operation at Home and Abroad, p. 355.
} L. Smith Gordon : Co-operation in Denmark P. 58.
§ Rai Sahib Chandrika Prasad : Agricultural Co-operation in Den-
mark P. 175,
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Finland :—Co-operative Housing is now the fashion in Finland ;
the Commercial* Register for 1914 enumerated 43 societies, mostly
in urban areas. The members asa rule bind themselves to pay
gradnally and in large shares; in several cases the buildtng of the
house is done gradually under the societies’ directions as the instal.
ments are received by the latter.

The houses when completed are disposed of by lot among the
members. Members have to wait for their turn.

The difficulty is, a member may withdraw from the snciety, of
course getting back the sum already paid by him. Thisis 'whv
co-operation is being felt to {be unsuited for this kind of housin;g
activities.

Sweden :—The Swedish movement for better and healthy
dwellings has its chief interest in the effective use it has made of +
state assistance. The movement is about half a centurv old and
during this period, co-operation and co-operative principles have been
successfully enlisted in the solution of the housing problem. The
Swedish authorities too were not slow in appreciating the signifi-
cance of the movement and helped to frame the legislation necessary
for financing the operations of the co-operators.

The Framtiden (Future) Housing Society was fonnded in 1912
and the universal shortage that came in the wake of the war brought
into existence a large number of building societies.

The most important of the Swedish societies is the Stockholm
Co-operative Housing Society known as the K. F. S. (Konsumtions
foreningen Stockholm) the object of which was declared to be “T'o

procure for the members cheap and modern housing and to this end -

to build, buy, sell and let houses and other necessary premises. ’

The Society was formed in 1916. Its membership is open to
every good citizen who will work for the realisation of its object, to
build homes for members. This universality has remained a dlstm-
guishing feature of the Society.

The Young Tenants Savings and Housing Society is another
successful housing society and it has continued to have cordial
relations with the K. F. S.

* Dr. H. Gebhard : Co-operation in Finland P. 136.
t Axel Gjores : Co-operation in Sweden P. 108.,
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CO-OPERATIVE MOVEMENT AND HOUSE BUILDING

Itgly :—Then we come to Italy, the Italy of Luzzatti, the
country of which it has been said that there are too many co-ope-
rative societies and too many people who call themselves co-operators.

It appears that in Italy societies of Farming and Building are
being daily created in astonishing multitudes. *

The National Institute of Credit for Co-operation created in
1913 has included the encouragement of building societies in its
operations,

It was mainly due to the exertions of Sgr. Felice Quaglino
that the Federazione Italiana Consorzaie Co-operative Edili (the Fe-

" deration of Building Co-operative Societies) was founded with its

headquarters in Turin. It is the principal body in Italy from the
point of view of co-operative building and its turnaver in 1921, the
very year of its foundation, was no less than eight and a quarter
million lire according to a I. L. O. Report.

The famous Milanese Federation of Productive and Labour Co-
operative Societies was formed among other objects with the idea of
‘undertaking on behalf of affiliated societies and in certain cases in
its own behalf public and private contracts for the construction and
maintenance of roads and railways, drainage and embankments, the

‘work of building and other allied trades and further to undertake not

only the construction but also the management of such works’.

The small garden city of Milanino was founded in 1909 by
Luigi Buffoli of the Milan Co-operative Society and is a remarkable
example of a Society. of Tenants Co-partnership.

Some of the Societies in Genoa thongh mainly connected with

. ship building have house-building as one of the principal channels

of their activities. 7The organisation of the societies are said to be
so efficient and complete that the whole process of their work is
eftectively carried out without external assistance, Mr. Lloyd says
that the Builders Co-operative Society functions quite perfectly both
from the technical and from the administrative point of view and it
has been responsible for many vast and substantial erections in the
new Genoa.t |

Tle Federation of Productive and Loobour Co-operative Socie-
ties of Florence was constituted in 1917 and has turned out enor-
mous works of public utility in the short period of its existence. The

* C. F. Smckland Studies i m European Co- operatlon P 50. .
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Federation was responsible for the erection of the new

Office as vyell as a fine Library at Florence, both of w%?glervavlil{)?cs):
ever remain sumptuous monuments of co-operative labour and enter-
prise. It has also built large blocks of workers’ houses and has exe

f:uted contracts for land reclamation and road-making. The value o;
its work for the first five vears of its existence bamonnted to 40
million lire.

] Slovenia.—Catholic priests control and +direct Slovene co-ope-
ration.t Of the three principal unions at Ijubljana, one is a non-a Iif
cultural union rather socialistic in tendency; its affiliated societiesgarlre-
manned by members ot Jugo-Slav socialist party. The more i or

tant of the other two is the Zadruga Zveza (founded in 1900) pI .
two decades this union has founded, among other varietie.s 41(1)
societies of the Schulze-Delitzsche type and 25 of the Raiffeism; ’a d
above all, what is relevant to this study, 4 building societies Tllll

other union at Ljubljana is the Zveza Slovenskih Zadruga ‘;1;1 "ant'e
clerical body which is credited with having had under its ,control bl-
1918 among other societies two building societies. Co-operativ}e/
Housing has come to stay in Slovenia and its progress though sl

is sure and assured. i ST oW

Japan :—Japan too has been affected by the postwar housing
shortage. Co-operative efforts of a fruitful nature have been tak n
and the Government too have been pursuing a generous poli enf
providing loans to each prefecture. B potey o

In 1921 Prqvision was made in the co-operative law of the
land, and societies took to housing activities and endeavours were
made to lay out garden cities. The same year was also passed
Japan’s first Building Societies’ Act.* passe

An idea of the popularity of the novement i
had from the fact that even by the end of lt S)l'l!.ll ngsgrdil:z); e
Government Report, 40 co-operative societies aimed at pro ?d'o .
houses for members. Most of these were part of the credi?q o Flg
granting loans to members to build houses. Some others ere pact
of business purchasing societies ; they built houses themweire p?rt
the members, the cost being refunded in instalments Osel Ve? o
of the forty carried on building by societies for the purp nfy presgs
houses to members. purpose of letting

(To be Continued.)

+ D. Coffey : The Co-operative Movement in o Slocin  Boomi.
and North Italy, p. 29. ovement in J ugo-Slavia, Rumania
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Payment of Bonus and Dividend in a Co-operative
Society.

K. G. Ramax Pirrai, B.A., B.L,

(Executive Committee Member, Trivandrum Central Bank and
High Court Vakil). :

Oue of the drawbacks in the Company’s Regulation which leads
to the early winding up of many a company is the non-existence of a
provision in it, which prohibits the payment of dividend, except up-
on the basis of realised profits. The present practice of calculating
dividend is upon the basis of profits earned or accrued aud not on the
profits realised. This method of paying dividend is in the long run
detrimental to the interests of the company, as it practically leads to
the diminution of the working capital to a considerable extent. This
can be clearly seen from the following illustration. :

Suppose I get a loan of Rs. 100, from a Joint Stock Bank on the
agreement that I shall pay an interest of 18 per cent per annum.
After an Pear I owe the company Rs. 18 as interest and even if I
don’t pay it they calculate it as their profit for the year. On the basis
of such profit the dividend is paid. But in practice I don’t pay it.
Therefore they have to take the necessary amount from the working
capital. Itis quite possible that the amount might become unrealis-
able from me at least for the present, for some reason or other, The
result is that the dividend was divided from the capital. Again the
interest might exceed half the principal, in which case also, the result
becomes a payment of dividend from the capital, thereby leading toa
diminution of the capital. There is yet another and one of the most
probable of the ways, in which this method of paying dividend
materially affects the capital. The money for the payment of anunal

. dividends from the unrealised profits is taken from the working

capital. The profits might be realised in course of time aund the

* capital might be re-couped. But all the same, for this period during

which the profits remain unrealised, the sum taken from the capital
remains profitless. Vet another way in which the company might
Jose is by it going a civil court which will not decree the contract
rate of interest. In these and other ways there is every possibility

that by the method of paying dividend and bonus from the unrealised

profits the company in effect eats away the capital and thereby leads
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to the collapse of the institution. A Joint Stock Bank being a private
concern of certain shareholders, intended for the main purpose of
their personal gain, they take particular care to pay as high dividends
as .possible. It is no wouder that such institutions haveba short lived
existence, .

In the case of co-operative institutions, it seems the Govern-
ment have taken particular care to ward off any dangers to the
institutions from such short sighted and ruinous policy.b To me, it
seems the co-operative Act itself prohibits such a course. Section,33
of the Actis very clear on the point. It reads as follows. * No part
of the funds of a registered society shall be divided by way of bonus
or dividend or otherwise among its members”. This is quite clear.
What is the necessity for this clause. Is it probable that anybody
would be so foolish as to divide away the capital by way of bonus or
dividends ? From the succeeding clause of the section we can see
that what is prohibited by this clause is not only a payment of bonus
or dividend directly from the fund—for it can never take place—but
even indirectly. The next clause says  provided that, after at least
one-fourth of the net profits in any year have been carried to a reserve
fund, payments from the remainder of such profits and fraem any pro-
fits of past years available for distribution may be made among the
members to such extent and under such couditions as may be
prescribed by the rules or by-laws.” This clause says that first of all
at least one-fourth of the net profits must be carried to a reserve fund :
next from the remainder of such profits and from the profits of pas;
years available for distribution, bonus and dividends may be paid
ice,, for the purpose of reserve fund profits ot past years available’
now, are not to be counsidered, but for bonus and dividends it may be
also considered. How is it that profits of past years become available
now ? Were not the profits of those years taken into consideration
when the bonus and dividend of those years were paid ? The word
available gives the clue to the answer for this question. It is only the
profits of the past years that are available now, that is to be taken into
consideration this year, thereby meaning that it is only the available
profits of those years that were and that ought to be taken into con-
sideration for paying the dividend and bonus of those years. Thus the
division of profits of any one of the years must be made in this manner :
first from the accrued net profits set apart at least one four-fourth to the’

reserve fund ; then deduct this amount carried to the reserve fund.

from the realised net profits, to the balance thus got, add the profits
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of the previous years which were realised only this year, from the
sum thus obtained, bonus and dividend may be paid. The desir-
ableness and the propriety of such a calculation is clear to every one.
The reserve fund is an amount which adds to the credit of an insti-
tution and is generally not divided until an emergency or liquida-
tion takes place. ‘The amount thus set apartis deposited in such a
safe mauner that it is available at any time and carries interest. It
is one of the items which go to constitute the fund and therefore
there cannot be any objection if the amount is taken from the
accrued profit. Even if part of the capital is utilised for this pur-
pose it is still there, in the fund itself.

But that is not the case if the unrealised profits is taken into

. consideration for declaring bonus and dividend. It will lead to the

eating away of the capital and consequent collapse of the institution
as I said before. Since the amount when realised is taken into
consideration for declaring the bonus and dividend, nobody stands to
lose. There is another reason also why the unrealised profits should
not be considered in declaring bonus and dividend, for if it is so done
it would not be an incentive to realise all the profits in time. The
accumulation of arrears and consequent loss to the society is not
improbable. I don’t think that anybody would dispute that this
interpretation is either unreasonable or out of place. On the other
hand, I think it is not only in keeping with the practical side of
things, but also in harmony with the principles of the movement.

Unfortunately for us the section does not seem to have been so
understood by the co-operative public in India. In many of the
proviuces in India, because the section was not so understood, the
Registrars have been compelled to issue circulars prohibiting the
consideration of unrealised profits in the matter of declaring bonus
and dividend ; but I understand that in some others, this $alutary
rule yet remains to be enforced. In my own state of Travancore
where co-operative movement, according to many so called co-
operators, has attained a brilliant success, this principle is never
followed. '

May we hope that the co-operative public in India will realise
the importance of this healthy rule without any delay and bring it
into practice ? »
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Co-operative Cattle-breeding.
(By Dr. J. T\ AvusriN, G. B. V. C. KumrTa).

In India, the cattle form the back bone of agriculture, Next to
their own labour, it is upon their cattle that the cultivators depend
for all the success in their agriculture. But, in many cases, the
atteution they actually pay to these animals is hopelessly poor. At
present many of the cattle-owners are satisfied if their cattle live
simply for turning all kinds of leaves, papers, cloths, etc., secured by
some means or other, into manure fit for their fields, When the
ploughing season comes in, they force them to work at any cost; and
whether they are really fit for the same or not is never taken’ into
any consideration. During the time they are not required for any
work, the only sympathy the owner shows them is in turning them
out early in the morning, to go whereever they like and hunt for
their feed. If they easily obtain it, they are lucky ; and if not it does
not matter to him much. Regarding the reverence and love he pro-
fesses towards his cattle no one dare to question him ; but as a
matter of fact, the more he professes these, the more is his negligence
in the practise of them. And while there are several cattle-o;ners
who would never hand over even their worst animal to the butcher-
even for human consumption—their energy taken in making these
lives less miserable is much limited. B

THE GOVERNMENT AND CATTLE-BREEDING.,

While the above is the nature of the treatment given to the
cattle in India by the cattle-owners themselves, the Eovernmeut
who are aware that the improvement of the cattle is greatly required’
for the improvement of the agriculture, on the other hand, have not
greatly neglected this. They have opened several cattle and agricul-
tural farms, supplied bulls for breeding purposes, and tried several
other experiments to improve their condition. But, instances where
_ people are neglecting to take advantage of these breeding bulls kept
almost next to their doors are not uncommon. For no re’asons
whatever, they refuse castrating their useless bulls and at the same
time never keep them under control. Thus, on the whole, one can
see that the cultivators themselves, in many cases, are not very
anxious to get their cattle improved.
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THE DUTY OF THE RURAL WORKERS.

Under these circumstances, the duty of enlightening the villa-
gers and making them take more interest in the improvement of
their cattle falls on the shoulders of the rural workers. At the
present stage, it is even necessary to point out to them that it is only
due to their own negligence that the cattle of the village have be-
come so poor in quality, and that they can be easily improved into a
better one in future by their own sensible labour. They must not
think that to have an animal of superior breed is more expensive to
the owner than otherwise. In fact, while the superior ones require
the same care in bringing up, and the same expense in maintenance,
they are able to pay back more than the others; those bullocks do
more and better work, those cows yield more milk and their calves,
when sold, fetch more money. Therefore, they need never hesitate
to work for their own good. But, under the present existing grazing
system of India, it is impossible to bring about a successful breeding
system, unless all the people of the village are well educated in this
principle and are brought to co.operate unanimously in their
attempt to improve their cattle. They must know well on these two
points; firstly, the control required in checking new births of use-
less breed and secondly, the introduction of superior bulls and

maintairing the same.

BIRTH CONTROL.

To this day, all the energy speut by both the government and
by several other bodies in improving the breed of cattlein several
places all over India, has uot turned to be a total success, simply for
the reason that no good co-operation of all the cattle-owners in the
village could be secured. India, where almost all the cattle-owners
seem to claim every hill, market, road and other unenclosed field as
the common grazing area, where their cattle, male and female are let
loose without any control over their behaviour, this question of birth
control becomes an immensely difficult problem. And it is on this
problem that the bigger problem of improving the cattle in India
rests.

In this country generally the bulls attain their maturity and
begin to cover cows successfully from their second and third year.
Therefore leaving aside those that are below two or two-and-a-half
years, all the remaining bulls in the whole village must be castrated.
"And whenever any owner of a bull refuses to get it castrated, for
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some reason or other, it must be seen that the same is never allowed
to move with the other cattle of the village and be always kept under
control. Similarly, whenever fresh bulls are brought in from some
other villages either they must be immediately castrated or kept in a
secluded place, tied up without being let out. ’

The present Burdizo method of castration is so painless and so
easy that even a cultivator can perform the same on a first sight.
And it is possible by this method for a veterinary surgeon to castrate
at least fifty bulls in a single day. The government and the local

boards must make this castration available to all the villagers free of"

charges, and thus eliminating all possibility of multiplication of poor
breed the introducing of the superior ones must be taken with all
sincerity .

THE INTRODUCTION OF BETTER BREED.

The selection of the bull for the purposes of breeding is very
important, and unless a suitable one is picked out there comes practi-
cally no lasting benefit to the villagers in having any bull at all.
In the western countries slaughtering, milking, and working are the
three objects for which cattle are required to be maintained and the
breeders accordingly select such bulls as would serve their purpose.
But, in India, where the bringing up of their cattle, purely for
slaughtering purpose is almost unknown, and the milk supply of the
village is often met by the she-buffaloes, the bull meant for breedine
purpose is required to be, without exception, of a working type. j\’
bull not with a heavy body but a well shaped one, limbs not short
and stout but strong and well formed, and the neck, firm and well
developed, will serve the purpose well. Secondly, the bull selected
must be one from the country, the climate of which is not extremely
different. To bring one from a very cold country and make it live
and breed in a hot place or the vice versa, will result in a disappoint-
ment, Thirdly, it must be seen that the bull selected for the
purpose is not abnormally huge, compared 'to the cows in general of
the village. Now and then instances are noticed where bulls of very
huge size are imported for breeding purposes, so much so, that
when they are attempting to cover, the cows are almost crushed at
their feet, receive several injuries and at the same time the semen,
the male generative fluid is much wasted. Thus even after an
hour’s struggle, it would be doubtful whether the cow has been
crossed at all. Lastly, they must be sufficiently controlable -and:
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good-tempered ones. Some of them are found so ferocious and
unapproachable that they are always required to be kept under
control and seclusion; and when thus kept in seclusion for some
time longer they lose all their brightness and finally fall a prey to
some disease or other. Therefore in having a bull, it is the selection
of a good one that is very important.

THE MAINTENANCE OF THE BULL.

In the first place the question comes; who is to pay for the
bull? In 1any cases half the cost has been met by the Government,
but the real difficulty comes with the finding of the other half,
This must be necessarily met by the people of the village. And in
all the cases where a fresh collection could not be raised, it is
necessary that this amount should be set aside by the local co-ope-
rative society from its annual profit. ‘The society being the union
of the villagers themselves, and its income therefore their own, to
set aside an amount for this useful purpose, in which all the villagers
as a whole are equally benefited, they must not hesitate. Hence, all
those villages which possess their own co-operative societies can
easily take up this introduction of the breeding bull with all
sincerity.

How is it to be maintained? This is the question that creates
so much of discussion on the subject, and in many cases leads to the
dropping of the very idea of securing a bull once for all, since no
final decision could be arrived at. Howecver, the various methods
undertaken here and there in maintaining bulls kept for such public
purposes have taught us a good lesson on the subject. In some
cases the bull had continued to remain under the direct management
and maintenance of the government, and to meet some of their
minor expeuses at least, a few annas were charged for every cow that
has been covered by it. Here the experience has taught us that this
method is a failure on the whole. Many of the cultivators were
tound not taking sufficierit advantage of the bull either owing to
their grudying to pay even these few annas, or unnecessarily delay-
ing the matter and finally finding their cows already carrying, being
crossed by some bull or other, perhaps while they have been let out
for grazing. Besides, there are some ignorant cultivators who even
consider this a sole business concern on the part of the government
to make money by allowing their bull to cover the cows of the village
for some payment in return. Thus, day after day, the bull remaiuns
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not only a stranger to the catttle of tle village, but the villagers also
take the least interest in the same, and it is found the carl?cr 1t is
removed from the village the better it is. ‘I'his teaches us that to
make the bull available to all the cows of the village without any
distinction or payment is the only means to lead all the villagers to
take full advantage of this bull and at the same time lead thzm to
castrate all their other bulls unanimously. Henee, the only success-
full method will be in transfering this responsibility to the villagers
by handing it over to themselves. It can be safely handed
over to some cattle owner of the village who possesses a large
number of cows with him, and be seen that it is let out eve‘;y
dgy to go and graze along with the other animals of the
village. While this method serves the full purpose of the cows of
the owner himself, the other cows of thie village also are equally
benefited.  Of course if there be any additional expenditure in
maintaining this bull other than what is requtired in maintaining his
other oues, it must be met by the society. The general Slll)t‘l'VTSi()n
sof the above bu}l must be in the hands of the m?ma'n'un‘ céxmnittee
of the local society, while its general health niust b; n:w aud then

attended by the Government or local board velerinary surgeon, free
of auy charges. ’ >

Much of the_ usefulness of the hull depends, next to its proper
selection and'mamtenance, on the way it is brought up in the village.
The great mistake of keeping it a seclusion and without much free-
dom, as already pointed ont, does not only expose it to sickness but
also leads to its sterility. Therefore, the only way it can he success-
fully maintained 18 to give it equal freedom with the otlier omes of
the village, making it one with the cattle of the place, aud the
common property of all the villagers themselves. “The belief that
when the bull is left to itself, it rushes up to cach and every cow,
cover the same ruthlessly and injures itself and the others is not
right. It must be remembered that the bull never tries to cover the
cows that are not fully matured and never iy the least épproaches
near those which are already carrying. But, when hundreds of
cattle are let-out to go for grazing, the bull is able to fiud out, by the
power ofits smell, the cow that is actually in heat and tries t’o cover
thF same. Thus, the.re is no fear on this account, But there might
?irullsleti:c(r)me« _tl'OUb}le. m t‘hg beginning by the bulls of the vilfage

g g against this. This can be easily got rid of by sending an

attender for a time wi ; .
il ot on sl with the animal to prevent this and later they

'Thus, the great work of jm
helping the agriculturists b
co-operators and rural work

proving the cattle in onr country and

y the same falls on the shoulders of the
ers of our country.

————
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THE SECOND MADRAS URBAN BANKS’ CONFERENGE
TIRUVANNAMALAL
(Held on 15th and 16th October, 1932.)

OPENING ADDRESS
BY
D. N. Straruir Esg., 1.C.S.,

Registrar of Co-operative Societics, Madras

Friends, I am very glad indeed to have this opportunity of being
present at this Conference. Some of you kuow that it was to have
been held earlier and that it was postponed to enable me to attend
and I thank the organizers for having done so. It may have occurred
to some of the co-operators of the Presidency that I am not very
fond of conferences. I have been invited to many but have attended
comparatively few, partly because I know that I myself and the
Officers of the Department cannot do justice to our work if we spend
so much time travelling to attend the many conferences to which we
are invited aud partly because I feel that a good proportion of the
conferences are unnecessary and sometimes distract the workers from
their essential tasks of collection and rectification—not to mention
the burden they impose on the slender surplus funds of the small
societies. But this Conference of Urban Banks is different. I have
never attended such a conference before (I understand such a confe-
rence has been lield only ouce before) and there is at present the im-
portant question of audit before us on which an expression of the
considered opinion of the representatives of Urban Banks is going to
be of the greatest help. Iu fact it was almost essential that such a
conference as this should have been held and we owe a debt of
gratitude to the organizers for bringing it about.

Now before I enter on this our main subject for discussion I want
to make an appeal to you—let this be a genuine, frank and full dis-
cussion of the subject. If any representative of Urban Banks has
anything to say on this subject, let him speak now or for ever be
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sxler?t. I cannot {ully express the disappointment I felt after the last
Sessions of the Bankers Conference and of the Provincial C(l)e e

rative Union when representatives of banks and societies wllc;ol?eci
been present at the meetings and had accepted the decisions readxfd
there went back on them aud contributed to the agitation against 1tc

Ffentra] Scheme. This meaut not only that thes:im 0rta§t u,b“ n-e
ings (which I had hoped would arrive at final decisionps on tlgd 1e11)-
JeCt.S <.iiscussed), were reduced to the level of theoretical dli iu ,
societies but it also meant that the prestige of the vai“e_ ?glg
operative Union and the Bankers’ Conferez;ce was lower dm'él 0-
eyes of the public and of government. They felt—and I 1le “l, tlfe
sc.)me give expression to the feeling—that these representa:?\:’: ;el?lld
rings are of no use and that they are held merely for our amt gathe-
or for the gratification of some seekers after notoriet I lSemlent
all here not to let this occur again. ILet there be a f’:l‘“ dfppéi to
If any of you feel that a central audit scheme is going tlcjcl;l:tmi):(;

>

much power and patronage in the hands of one man, please say so
I

now. And whatever the decision may be, let nobody present now ¢o
. . Y
b‘ack on 1t.. .It. 1s open to other co-operators not present or to bt
siders to criticise our decisions but let there be no further criti st
cism

from representatives of Urbau Banks.

.And now to get down to business--there are four schet f
audit before you, nes o

(1) Government audit,

(2) Audit by local audit unions,

(3) Audit by a ceutral organisation, and
(4) Audit by certified firms of accountants,

It is not for me to say very much
audit. On a question like this we alélll;,o;:,te :)}lller Sﬁertst;-(-l(}ovel‘rm'nent
part of our nature and character of which we can fo{l(;/lct1ons,
ves. Some fifty years ago Gilbert made his philosopli tey
sing th_at “Every boy and every girl that 12 bosop 1'1c sentr.y
world alive, is either a little Liberal or else 3 little COru lllto. th]f
gVow we are ei.ther socialists or individualists we (?nlservatw:e.
in state regulation or in private enterprise an,d w either believe
our.selves or argue about it. I believe in private cannoF help
believe that throughout the world Governments h e enterprise, I
ing too much and that the world would improveavi; bé::;ttemp:.
nments
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confined themsclves more to their essential functions and gave
greater scope to private enterprise and non-official .organizations, for
there are defects inherent in the constitution.of any form of Govern-
ment which make it the least efficient agent for getting business
done. As Sir Arthur Salter says in his great book on the world
crisis “ Everywhere at present Government is proving inadequate for
its task. It must delegate but not abdicate its functions ”.

This private opinion of mine of course may have no great bear-
ing on the matter. There are many honest men who hold diametri-
cally opposite views. In particular it may be held that at the present
time and in the present stage of development of institutions in India,
an extension of Governmnent activity is necessary. "It may be held
that Government must retain audit of Co-operative Societies,
just as they must retain the collection of revenue or the adminis-
tration of civil justice. I only want to bring out that in this question
of audit, our views must be influenced by our natural predelic-
tions. I am painfully consicious of the existing defects in Govern-
ment audit. I can assure you that we have been making strenuous
efforts to remove them and that to some extent we are succeeding.
In the course of the last five years audit has improved and whatever
your decision may be, every endeavour will be made to make audit
by the Department as thorough as possible.

Turping now to the second proposal, audit by Local Unions.
We know the objections that are raised against it, that the auditors
will owe their appointment to the very directors whose work they
have to check, that the very men who control the banks will
control the auditors and that therefore fearless criticism caunot be
secured. No doubt there is much to be said for this point of
view. The chief objection could, however, be met by providing
that no director of an Urban Bank affiliated to the Audit Union
should be eligible for a post on the management of the Audit
Union. This proposal has been put forward by Mr. Srinivasa-
raghavachariar of Madura and it would undoubtedly go a long
way to meet the theoretical objections to Local Audit Unions.
Vou know that we have already quite a number of them working
to-day, some of them very successfully. And I wish in parti-
cular to paya public tribute to the excellent work done by the
Coimbatore Audit Union' under Mr. Ganapathy Aiyar. I have
inspected the accounts and audit notes of several of the banks in
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that Uuion ¢ rythi

at U tion wd .fouud everything doue most efficient]y.

(Xle case 111.[)a1‘ucnl;u' where by tact and personality Mr. Ganapathy
rar achieved resulls iu rectifyvi is i estly

y{ ' L in rectifying mistakes which I honestly feel

could not have been achieved by the Department (Yon

member that with some co-operators a de;
S i 1

must re-
. tha : rartmental officer starts
with an initial disadvautage—he is suspect from the outset) I do

not know whether it was because he was a non-official but it is a fact
that Mr. Gaunapathy Ayvar put that society right in a way \:vhicgh
excited my complete admiration aud gratitude, With thev-evam hle
of that case inm my mind I cannot suggest to you that I ocai Auldit
Unions should be scrapped. The ouly criticism I hav; to make
against them at the moment is that they are too dependent on t];=
employment of Government inspectors. So long as they depend o;
Government luspectors for their staff they arcL not fulfilline their
functions completely and I may add that they are creatine difﬁcu]tieq
by ‘talfing away much necded good men from the alxgit of l'ura.l
socleties.

Now for the Central Schieme, the main argument in its favour
as against a Local Union is that we get rid of the possibility of 1 Olu1
influence and favouritism, we give the employee a 11101'ey aqSIOcad
position, we place him under the coutrol of a distant and the} Ifre :
probably disinterested superior, we build up a staff of expert at de..torg
working under expert control and we pave the way for 1the 1ditors
development of a complete system of non-official audit Th:VC:ltual
has of course the disadvantages that there will be n‘o dir ts} Ttem
control and that the head-quarter officer will have ) ecd ocal
on diaries and paper reports, which we all know are uma(i. p epeud
T'hese defects will, however, be remedied by the fact tixatlb;ctQIiY.
mental respousibility for audit will still contihue and that tl _6}331 t-
be test audit aud inspections by departmental officers, 1 o :
that if a system of central audit is approved I would s.u g 1tna1y o
be put in the hands of the Provincial Co-operative Uuiof?e& t-mt .
create a new and separate organisation. rather than

The last course is audit by certified accountants. Its disad

tages are somewhat akin to those urged against local. audit isadvan-
that the auditor owes his position to the directors wh , namely,
has to criticise, that there will be canvassing and intri ose work he
the firm that charges least and makes least fuss W,IgUE and that
You know your own people better than I and if that is1
the position, then let us drop the proposal,

will

1 get the job.
going to be
But I bave a higher
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opf'm’on of the bulk of our co-operators and [ believe that if India is
going to develop and take her rightful place in the nations of the
world she must build up a body of honest and reliable professional
nen who can be trusted to set public interest and pride in their
profession above immediate private gain. And again we are not
going to dispense with departmental control altogether.  'We cannot
do so for I am still respousible under the Act. We shall check the
work of private auditors. We have acquired more experience of
their work recently, we shall weed out firms that do not do their
work thoronghly and I do believe that we should soon arrive at
a list of men who can be trusted to present true statements of

accounts.

You may feel that T have left the subject somewbhat in the air
and that my conclusion would seem to be that any system would
work. That [ think is about the truth of the matter. Given
honesty, unselfishness and care, any of the four systems will work.
It is for you now as directors of Urban Banks respousible for
your depositors and shareholders to express an opinion in the light
of your knowledge of the character of your countrymen. As a
partial expert and as the officer ultimately responsible I would on
the whole prefer local audit unions with Mr. Srinivasaraghavachariar’s
modification-provided always that a gentleman is forthcoming willing
and able to give his time to the control of the staff. Itis nota very
attractive job but at certain places men have been found willing to
undertake it. At such places I would have Local Unions. If there
is a sufficient number of banks who wish the central scheme I would
have it under the Provincial Co-operative Union for such banks.
On the whole though the system of having private auditors is the
simplest solution, I would have them only in isolated cases where
adequate Government staff cannot be secured at short notice. I say
thiis because co-operative audit does require special knowledge and
experience which the ordinary firm of accountants does not possess.

And now let me a talk for a few mnoments on the general
quiestions affecting Urban Banks. Apart from the few cases where
there has been rank dishonesty, most of them are in a sound
condition and their problems are less acute than those of the rurkl
societies. Some of them indeed are in a state of great prosperity
run ahnost perfectly. I recall to mind at the moment the banks at
Kasargod, Mangalore and Bodinaikanur. (Directors of other good
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banks must forgive me for not mentioning them. These are ones
I have visited within the last few monthg and the pleasure I experi-
enced at seeing the books, e.g., at Kasargod is still fresh in my
memory. I wish Mr, Narsing Naik of Kasaragod were here to let
me congratulate him publicly) The distinguishing feature between
really successful urban banks and others less successful is I think
that the good ones finance traders more and have frequent repayments.
Of course no bank can succeed if the Directors do not exercise proper
care in granting loans and if they do not keep the repaying capacity
of the borrower before them. 1 have seen banks where the purpose
of the loan, the repaying capacity-everything was ignored except for
some slight attention to security. In such banks the procedure
in sanctioning a loan was, I gather, as follows : —‘How much do you
want, Rs. 300; how much would you like to pay per month ?
Rs. 5; You own a house? All right Kudumba chelavu 5 varn.
sham! Now if loans are distributed in that manner, if they are
given ‘“ mun kadan tirkka” without any enquiry as to the extent
of the ‘mun kadan’ aud without seeing that they are “thirkad ”
it is no wonder that overdues accumulate. They must follow as
night follows day. And if old loans are discharged by the grant of
fresh ones the bank must soou be in difficulties. So in what I am
going to say I shall assume that directors are going to exercise some
real care_.—-Assumingthat, I have two bits of advice to offer-first get
rid of this idea that security matters much. It has often been said
that security is the foundation of all credit. It has to be taken into
consideration of course but it now assumes far too great importance
in co-operative credit, you ought to be lending far more on character
and repaying capacity. That is the purpose of a co-operative bank,
anybody can lend on a sound mortgage in a town, we don’t want an
army of Government inspectors to look aiter such lending. And
besides we know that security is not alwavs what it seems. How
many banks have property on their hands which they valued in all
good faith at Rs. 1,000 and for which they cannot secure Rs. 300,
I would rather see security thrown overboard altogether than keep
it the sole criterion as it is now in many banks. Secondly I would
say—keep clear of long term loans. They ought to be the rare
exception in an Urban Bank. They can be given for house repairs
even in some special cases for house building, they can be oiven fo;
prior debts but then only after careful enquiry into the cause of the
debt and its extent, If they were incurred through carelessness or
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extravagauce on the part of the borrower I would not touch them.
The carelessness or extravagance will be repeated. And they shounld
be disbursed only to the creditors or on proof that the debts are
discharged. And if 2 man has once been given a loan for prior
debts I would never give bim another for the same purpose. The
fact that fresh debts have accumulated is in general a sufficient proof
that the borrower is a spendthrift. For other purpose, for family
expenses, for trade, for marriages, even for medical expenses I wounld
never give a loan for more than a vear; and in a town bank in all
cases I would insist on monthly payments at the very least. In
Kasaragod and other good banks I have seen payments are often
received daily. Some of you may reply that if these standards are

‘adopted your membess will be dissatisfied aud your transactions will

decrease. Let them. VYou are not there as Directors of a co-ope-
rative bank just tosatisfy the members’ demands for money. One of
your main duties is to inculcate thrift and better living. If a
member wants to spend on a marriage wmore than he can repay
within a year, let him go elsewhere. A co-operative society should
not be used, as some of them have been used, to make credit easy
and plunge its members more deeply into debt.

Now let me make one other appeal as I close. We are met
here as co-operators and under the aegis of our symbol-—~two right
hands grasped in fellowship. Aund looking round me I feel nothing
but friendliness and good fellowship. Please do not let these feelings
of brotherhood fade when you return to your homes. If they do,
then I believe this Conference will have done more harm than good. I
believe that if our better impulses do not bear fruit, if they flit through
our hearts like the sparrow throngh the hall of the Northumbrian
nobleman in the old Saxon poem without leaving any permanent
impression, they only weaken us, It is better for us never to have
any good impulses than to have them and not interpret them in
action. T trust then that this Conference will have good results not
only”in helping to settle the audit question but in a cessation of
factions spirit and a permanent extension of the spirit of true

" co-operation.
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WELCOME ADDRESS*

BY
Mr. B. S. SRINIVASAGOPALA AIVANGAR B,
Chairman of the Reception Committee.

BrROTHER DELEGATES, CO-OPERATORS AND GENTLEMEN,
Gentlemen, this town is well known to you all as a place of
pilgrimage. You have all heard of the famous Karthigai Deepam of
this place visited by hundreds of thousands of pilgrims from all parts
of India. This is the place where the Sage Arunagirinathar of
Tiruppugal fame was born and where he attained salvation. The
sacred Hill at the foot of which we have all met to-day is believed to
be the abode of sages doing penance for the salvation of humanity of
whom Ramana Maharishi is the visible example. It is therefore in
the fitness of things that we co-operators meet to-day at the foot of
this Hill ; for co-operation is by itself a religion, the essence of all

religions, the religion of unselfish service for our fellowmen.
* * * *

The new Act was in the anvil for the last 3 or 4 years

and various suggestions had been made for being included in the
enactment. Itis a pity that none of them found favour with the
Legislature. For iustance we were agitating year after year in all
our gatherings for a specific provision in the Act exempting Co-
- operative Societies from local taxation. ‘There are certain new
provisions -in the Act and as the rules under the Act have not yet
been framed, we shall be right in placing our considered opinion on
these matters beforg Government. Under section 50 of the act dis-
putes arising between the society and its members shall be referred
to the Registrar and dispute includes debts due by members. There
are loans due to societies on mortgages and tMere may be subsequent
alienations of the mortgaged properties to non-members. Such
subsequent alienees have to be impleaded as parties to the suit if the
decree is to bind them. The award of the Arbitrator is not binding
on them unless specific rules are made investing the Registrar with
jurisdiction over such non-members also. There is the provision in

* Extracts from the welocme address of the Chairman of the Re-
ception Committee at the 2nd Urban Banks’ Conference, Tiruvannamalai.

268

THE MADRAS JOURNAL OF CO-OPERAMION

Section 42 A, empowering the Registrar to supersede the committee
of a society if in his opinion it does not function properly. It is of
course a salient provision to be used as a corrective in case of need,
but it is an unsafe provision unless it is definitely prescribed in the
rules as a remedy to be resorted to only after an enquiry under sec-
tion 36 or an inspection under section 39. All these and many other
provisions of the Act must be carefully considered in framing the
rules.
* * * *

Urban Banks are said to be unwieldy and various proposals are
being made either to split them into separate societies or to start
branches. The principle that the greater the number of members
and its transactions, the higher is the credit that it commands in the
open market to attract deposits, should not be lost sight of in
making proposals to meet the growth in the bulk of Urban banks.
I hope the conference will consider this aspect of the question and
come to a definite conclusion. I want to point out one important
factor in this connection that an Urban Bank should serve as a
balancing centre to all the dther smaller co-operative institutions in
the locality and it is advisable that class societies such as those for
Public Servants, Teachers, Employees, Industrial Workers etc.,
should be organised and the Urban bank should be able to financ®
them. T hope this subject will have the due consideration of the -
conferrence. The Urban Banks are intended to finance all classes of
needy people in the urban area and yet with all its boasted increase
in membership and transactions, the pawn shops of Marvaries ate
rapidly multiplying in spite of their interest of 36 per cent. The only
inference that can be drawn from it is that our co-operaive urban
banks have not succeeded in taking the poor labouring classes into
their fold and their transactions are mainly confined to the middle
class people. Loans on pledge of jewels is the only form of
credit available to certain class of industrial workers and if co-opera-
tion does not come forward to help them, the usurious rate of interest
charged by the marvaries eats away the jewel pledged. With a
little care in management loans on jewels and on the pledge of
produce may very well be resorted to by the urban banks in places
where there are facilities and in the new act of 1932 provision is
made for them. A resolution on the subject is coming before the
conference and I hope you will give a definite lead in the matter.
We have to meet a number of- difficulties when we are driven to
realise our mortgage debts by coercive steps. I have already referred
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to our difficulties when there are subsequent alienees or other mon-
members interested in the mortgage property. We are then forced
to go to Civil Courts and then another set of difficulties are in store
for us. In the first place the costs allowed by the courts are always
less than the amount we have to spend. Then it takes a long time
to realise a mortgage debt by the sale of the mortgage properties
through process of court. The subsequent interest allowed by the
courts is only 6% and the society has to loose a part of its notmal
interest between the time of decree and the time when the assests
are finally realised after sale. Execution proceedings ‘are some-
times protracted to an inordinate length of time. You all know
that immovable properties have fallen in value, but the courts
go ou fixing the upset price in the old level of prices with the
result that after so much delay and expense we bring the

properties to sale, the sale is stopped for want of bidders and .

the lengthy process of bringing the properties to sale is again
begun. The courts are often unwilling to reduce the npset
price and the execution proceedings drag on. Another difficulty
in these mortgage loans is that if they are landed properties
the defaulting borrowers do not usually pay their revenue kist and
those properties are brought for sale under Revenue demand and
gold away even without the knowledge of the society. If these sales
. are not got cancelled within a month by payment of revenue dues,
the society is doomed to Joose the entire mortgage loan. I hope the
experiences of all the Urban Banks are the same in this matter and
the Conference may well discuss the subject in all its bearings.

* * * *

There is another aspect of urban banks which deserves your
earnest cousideration. They are established in towns and the member-
ship is often very large. The administration of such societies has a
tendency to fall into the hands ofa few—the large body of members
taking only a luke-warm interest in it. The efficiency of a society
is in the long run exactly proportionate to the amount of vigilence
that the ordinary members in general exercise over it. That the
management is good should never be the ground for the relaxation
of vigilence by the general-body; for the management by a few
however efficient and disinterested, contains within itself the germs of
deterioration and decay. The great maxim that good Government
is no substitute for self-government is at least as true of the govern-
wment of Urban banks as of the Governinent of countries. ‘Therefore
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it behoves us all to strive our utmost to infuse active interest
in the administration of banks in the minds of the general body of
members.

One more matter that is now agitating the minds of urban
banks as a result of the audit notification is that as they have been
asked to pay thé entire cost of audit they are not willing to pay the
supervision fund of Rs. 150 the maximum to the supervising union.
But it is a well known fact that the representatives of the Urban
Banks are the only non-borrowing disinterested and efficient human
materials available for conducting the supervising unions in many
places and hence affiliation of urban banksto unions contribute
much to their efficiency. It is justifiable that the urban banks are
allowed to affliate themselves to the supervising unions with a
nominal payment towards supervising fund instead of insistingon a
contribution of Rs. 150,

* * * *

I have touched only on some aspects of onr work; but I do not
want to keep you long from the President’s address which you are
all doubtless anxious to hear. So once again I thank you all for
your kindness and I close with my fervent prayer that this momen-
tous conference may lead us all into a better co-operative world.
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PRESIDENTIAL ADDRESS
OF
MR. V. RamMapas PanNTULU.

Mr. Strathie, Mr. Srinivasagopala Iyengar, Mr. Seshachala Iyer
and Fellow Co-operators.

I am deeply indebted to you for the honour you tiave done me
by your generous invitation to preside over this yefy important ses-
sion of the Second Urban Banks’ Conference!” I must confess that
I have no first hand knowledge of the wogKing of the Urban Banks.
I come before you essentially as a'rurél co-operator by associations
as well as training. Notwithstandiﬁ/g the oft repeated accusation
of the champions of ultra ruralism that the Central Banks and the
Provincial Bank suffer from an urban mentality, I feel that I have
not become urban in my outlook by my connection with them. I now
suspect that I am suffering from yet another disability. 1 have dis-
covered a strong under current of “separatism” in the notes and
papers printed for the conference. Iam on the other hand, a habitual
believer in the essential identity of interests, principles and practice
of all co-operative credit organisations in the province and in the
necessity for sustained endeavour at co-ordination of efforts in the
right application of these principles and practice to all of them
alike.”” This ideal of mine will, I hope, not clash with the ideals of
the organisers of this conference. If they are seeking unity in
diversity, we are on a common ground and do not differ,

SEPARATE CENTRAL URBAN CREDIT
ORGANISATIONS. :

The main problem which seems to have “be&n agitating the
mind of the leaders of the urban banks’ movement for some time
past is whether separate secondary organisations like urbag central
credit banks and an Urban Provincial Credit Bank are necessary in
order to give impetus to the growth of the urban credit in this
‘province. I do not think that this topic need detain ys long. The
Townsend Committee on Co-operation which dealt with the question
purely from the stand point of this province and the Indian Central
Banking Enquiry Committee which approached ‘it from ‘the stand
point of the position and requirements of India as a whole, have
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made definite recommendations which seem to me to be sound and
satisfactory. ‘The recommendation of the Townsend Committee
runs as follows :— )

“ We notice that urban banks are discouraged from borrowing from
central banks to induce them to take deposits which would
not be available for central banks. While we agree that this
policy in generally sound, we see no reason why central banks
should not finance, when mnecessary, urban banks on the
security of their promissory mnotes, backed by the security
of the individual promissory notes of their members.”

In this view the question of a separate Provincial Bank does
not, of course, arise.

The recommendation of the Indian Central Banking Enquiry
Committee runs as follows :—

“ As far as possible the co-operative central banks should act as
financing agencies and balancing centres for non-agricultural
urban banks., Where urban banks are stronger than central
co-operative banks or where the latter] do not meet the
épecial requirements of urban banks, urban banks should
be allowed to deal directly with the provincial co-operative
bank. Sufficient cash balances should be kept by urban
banks with the Central or Provincial Bank, from which
they receive discount or rediscount facilities. It might be
necessary, if there is a considerable development of urban
hanks, that the latter should have their own central banks,
different from the central banks of agricultural credit societies.
But it will be undesirable to have a separate apex baunk.
There should be ‘only one Provincial Bank apart from the
Provincial Land Mortgage Corporation.”  (Page 257, Part 1)

If there is proper co-ordination of activities and a suitable
adjustment of business relations between the urban banks on the one
side and the central banks and the provincial bank on the other, I
think the latter can function adequately as the financing agencies
and the balancing centres of urban banks so far as this province is
concerned, for a long time to come. 1 am definitely opposed to any
proposal to start a new set of central banks by federating the nrban
banks, or to start a provincial bank to finance the urban banks:
either directly or through the central banks of urban banks.

SEPARATE ANNUAL CONFERENCES.
Then there is' the question of necessity or otherwise to' start
separate organisations and institutions for propaganda and edu-
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cational purposes, like an Urban Banks’ Provincial Co-operative
Union and an Urban Banks’ Provincial Co-operative Conference. I
do not think .there is any necessity for either. I do admit that
the existing Provincial Co-operative Union and the existing Pro-
vincial Co-operative Conference are not sufficiently well constituted
to properly represent the urban banks, that they do not help to bring
forward their special view points and that they have not been
helpful in the past to formulate suitable schemes for their develop-
ment. The remedy however in my opinion lies in another direction,
namely, in so improving or modifying the constitution of the
Provincial Co-operative Union and Provincial Conference as to make
them subserve the genuine interests of the urban banks adequately,
So far as the Provincial Co-operative Conference is concerned,
I think, the co-operators of this province may well follow the
model of the Indian ‘Science Congress. The several groups of
co-operative institutions which have distinctly common business
topics to tackle may form themselves into sectional conferences
each having its own expert president, deliberating over its
peculiar problems and formulating its own conclusions, If
this procedure is adopted, the scanty attention that is now
paid to urban banks’ problems at a sub-committee’s meeting
of a Provincial Co-operative Conference and the perfunctory dis-
posal of that sub-committee’s draft resolutions in the open session
of the conference, where the voice of the urban co-operators is faintly
heard, would be effectively prevented. Similarly, the Building
Societies, the Consumers’ Stores and the Loan and Sale Societies,
may hold their own sectional sessions and each group may evolve
their own plans. This method will bring all the co-operators of the
province together periodically. I think it will be enough if we meet
in this manuner once in three vears. The interval of a trienium
between the conferences will leave us sufficient time to take stock of
the effects of the working of the policies and programmes evolved at
the previous conference and to find out in what other direction
reformt is called for. After all, it must be remeinbered that the
persons interested in the several co-operative organisations are more

or less same in each local area and it is they that participate in all

co-operative conferences generally. Even if they meet separately in
different conferences, which are apparently unrelated to each other,
the solutions which they bring to bear on the several problems must

have a relation to the gemeral progress of the movement and the
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broad outlines of its development. It will therefore be a distinct
advantage to meet in a general session, which will be opened by some
eminent co-operator and then to group themselves into sectional
conferences dealing with their own peculiar problems and at the
same time keeping themselves in close touch with each other
and enjoying unique facilities for exchange of views and
experiences, which each of themn may possess. I make this humble
suggestion for the earnest consideration of the leaders of the Urban
Banks’ movement. I do not think that there is anything so peculiar
to urban banks as to justify any reluct:unce on their part to associate
with any other types of co-operative societies in a cominon conference
conceived and worked on proper lines. :

WHAT ARE URBAN BANKS AND THEIR FUNCTIONS?

1 have so far heen using the expression * Urban Bank " without
trying to clear up what it precisely denotes. I find that it is now
being applied to all non-agricultural credit societies. These non-
agricultural credit societies in this province are about 1100 in
number with a membership of about 2,30,000 and .a working capital
of about Rs. 3 crores. But when you analyse them further, they fall
into at least three varieties. One of them purports to approximate to
the commercial banks aiming at doing general banking business for
traders, entrepreneurs and artisans. Amnother variety of them is
sectional credit organisations, exclusively composed of salary ear-
ners. These are known as emplovees’ societies. They are of various
denonrinations according to the character of the employees that
compose them, The third varietv of them consist of tiny little
primary credit societies, operating over compact little places on'a very
small scale, trying to meet however the modest needs of all classes
of urban population, who may choose to avail themselves of their
humble services. Problems in each of them, in one sense, are not.
the same. When it is claimed that urban banks can do this, that
and the other, and that no restrictions be placed on their freedom to
operate as ordinary banks, it is evident that such claims do not apply to
these several classes of urban credit societies equally. Doing modern
business of advanced banking, or granting cash credits, dealing in
cheques, discounting of inland bills, clearing and remittance business
are agreed to legitimately pertain to * People Banks” But such
business if at all, can be attempted in this province only by the first
variety of the urban banks to which I have referred, namely the larger
cosmopolitan urban banks which approximate to the commercial
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banks. There will be very little scope of such actitvities in the case of
the second and third classes. Of the 1,100 and odd non-agricultural
credit societies, about 350 are Employees’ Credit Societies. “['lLese
are generally looked upon as thrift societies for collecting and in-
vesting the savings of their members. Coming to the remaining
750 and odd societies, composed of all classes of population, only abou?
225 of them have anything like a working capital of Rs. 20,000
and over. More than starting on plans for forming sepa,rate
organisations for the urban banks, what we require to lay the found-
ations for their sound development, is a scheme to enhance the utility
of these varieties of urban credit societies to their respective classes
members and to improve their working and manageinent,

In regard to the bigger urban banks, say with a workine capital
of over Rs. 50,000 (of which we have abput 125 in oyur p?ovince)
I have always been, and I am still, of opinion that they should i%
the management is sound, have the freedom to do al kinds of ban’k.
ing business in order to meet the requirements of their members. In
this connection, I wish to draw attention to the Indjan Central
Banking Enquiry Committee’s recommendations that even these big
urban banks should, however be debarred from entering into forward
delivery contracts in any market, either on their own account or on
account of their members, and from financing Joint Stock concerns

From an examination of the character of the loans
the urban banks my general conclusion is that just a
societies finance rural population and not the main r
agriculture, so the urban credit societies finance t
lation but not the urban trades and crafts.
growing tendency to replace surety loans by mortgage loans, evi
dently house mortgages mostly. It may be land morzuages in ’sev1-
cases. Some of the big societies in the city of Madras :ubsi’st xnooztx;e
on house mortgage business. Roughly speaking, out of the :uty
standing loans of Rs. 2% crores in Urban Banks Rs. 1} crores ar;

mortgage loans and 1} crores are surety loans. T
. h ;
figures show the tendency :— ¢ following

advanced by
s rural credit

he urban popu-
I have also noticed a

Mortgage Loans. Surety Loans.
igggg? 38 per cent. 57 per cent
. 43 51 '

eae
1
»

The problem of overdues has begun to afflict th

) e urb
well, On 30-6-'31, the percentage of overdyes urban banks as
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21'9 under principal and 24'9 under interest. It is a serious mattet
in urban banks where quick rotation of capital is an essential factor
for success. As for the purposes of the loans, out of Rs. 2 crores
lent out, Rs. 1 crore is said to be for productive purposes, 70 lakhs
for discharge of prior debts and 30 lakhs for other non-productive
purposes. .

Among the resolutions of the First Urban Banks’ Conference-
held at Erode, I find one favouring urban banks lending on pledge
of silver and gold ornaments and on non-perishable commodities of
trade. In regard to the conditions under which this kind of business
may be safely done, I would like to quote the following recommen-
dation of the Indian Central Banking Enquiry Committee :—

“ We recommend that urban banks may be permitted to advance
money on the security of gold and silver ornaments, on the
former upto 75 per cent and the latter upto 50 per cent of the
value. Such loans need not necessarily be limited to the
individual borrowing power of the members. Great care is,
however, required in valuing and holding in custody gold and
silver pledged with the bank. Advancesto traders may also
be given on sound and autborised warehouse receipts.”
(page 257, Vol. I). '

Mr. Unnikrishnan Menon, Deputy Director of Agriculture,
has contributed an informing article to the September issue of
the Madras Journal of Co-operation, from which I gather that
he desires certain urban banks in select areas to assist the agri-
culturists as well by lending against their' produce which is
securely stocked and effectively pledged to the urban banks operating
in the area. Provided that the urban bank does not involve itself
in any further operations, which a loan and sale society is to transact,
such as the sale of produce and so forth, and where the co-operation
of the Agricultural Department will be forthcoming, I personally do
not see any objection to the experiment being tried in a few select
centres, specially in regard to loans on a crop like groundnut,

As regards the desirability of the larger urban banks financing
smaller urban banks, some definite recommendations were made by
the Erode Conference. [ feel that Urban Banks may finance other
urban primary non-credit societies in the area according to special
local conditions. I am however, doubtful about the desirability or
the necessity of their financing other small urban credit societies in
their area, The latter may well go to the central banks for the
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purpose ; they do go now to the central banks in several areas
I know of.

I have not adverted to the competition, that is sometimes spdken
of, between the urban banks and central banks for deposits. In
practice the férmer now offer on their borrowings half per cent less
than the lending rate of the latter. In many places, urban banks are
able to get deposits at the same rates and some times at lower rates
than central banks. So, the problem does not now exist.

SIZE AND MEMBERSHIP OF URBAN BANKS.

So much for the business side. There are a few other Inatters
like the size and composition of these banks, which require a few
wotds. In some cases, itis felt that a few of the existing urban
banks have becotme very unwieldy in their membership and in
connection with them, a general question is raised as to how the
size of the urban banks shall be regulated. On this point, I do not
think there is any need to lay down cut and dry tests. On the
whole large-sized urban banks are desirable. In each case, its size
should, however, be so maintained as not to cause inconvenience in
practice. Here is what the Indian Central Banking Enquiry
. Committee have to say on the point;—

‘“ Development of large urban banks should be encouraged
though restriction on the area of operations tnay be considered with
reference to the extent of population of the towns served by these
banks, so that the operation of the banks ma

y not become un-
wieldy.” '

This, T think, gives a safe working rule,

As regards the composition of these banks,
Erode Conference, it was considered desirable to
societies * on the basis of occupation or homogenity of population.”
. What exactly the import of these words is, it is not clear to me. Ifit

is meant to encourage credit societies for special castes or call
I, for one, am definitely opposed to the ides.
salary-earners of various denominations stand on a different footin
As I said already, they are of an exceptional nature, Barrin thfé
exception, I do not think communal or occupational urbangb;mk
should be encouraged. Urban Banks must try to do “ f :

or th
trader, the swall merchant and the middle class popu]atio: ﬁa.]:

I find that, at the
start urban credit

lings,
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the commercial banks are doing for the big trader and big merchant.”
The central aim shall be that no middle class man in the area of the

operations of any urban bank shall suffer for want of small credit on
reasonable terms.

AUDIT OF URBAN BANKS.

Then I come to the vexed question of audit. I shall be as brief
on this point as I possibly can. Resolution No. 11 of the Erode
Conference definitely favoured nou-official audit and recominended
that there should be for each district a union for the audit
of urban banks and the societies that may be financed by them.
From a perusal of the proceedings of that Conference, I find that
there was not much difference of opinion or controversy over it. It is
therefore evident that, at their very first Conference in 1928, the urban
banks voted in favour of non-official district audit unions. So, those
who try to make out that the urban banks are being misled by
propaganda in favour of non-official audit are entirely in the wrong.
As for the particular form of non-official audit organisation,
which will serve best the interests of the concerned co-operative
ins'titutions, I have all along conceded that it is a matter of self-
determination. So, the decision rests with you rightly and properly.
Speaking for myself, after reading through everything that was said
against the central provincial audit scheme, I remain absolutely
unshaken in my conviction that it is the best. I have not been
able to appreciate or to understand, even aiter making a special effort,
why, for purposes of audit, the urban banks should not be associated
with the central banks. Whatever may be my personal conviction
in the matter, reading through the Notes and Papers printed for
this Conference, I am left in no doubt as to what the leaders of
urban banks desire. They consider that urban baunks should have a
distinct audit organisation for themselves. When there is such
consensus of opinion on this matter, on the part of the accredited
leaders of the urban banks’ movement, whose credentials to speak
with authority are unqyestionable, I must give way. Let us 'there-
fore agree unanimously in this Conference on the desirability of
urban banks making this own arrangements for the proper and ‘
efficient concurrent and final audit of their accounts by a suitable

non-official agency.

The question, then, is shall each bank appoint its own auditor,
or shall we have district audit unions or regional ones or a Provin-
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cial one? For the reasons I have already stated in connection with
the Provincial Audit Scheme, I am sceptical about the success of the
experiment of either private auditors appointed by individuals banks
or of district unions for the audit of urban banks. Moreover, the
urban banks with a working capital of Rs. 20,000, and other which
alone come under the scheme, are just over 200 in number
and are so unevenly distributed over the 25 districts, that it is
not practicable to have audit unions for each district which cani
be maintained on the same level of efficiency. As regards the
Provincial Schemne, unfortunately there is, in dome quarters,
an evident suspicion of some potential danger by the non-
official co-operators organising and strengthening themselves
through a provincial organisation of their own. In other
quarters, there is a tendency to distrust their own central organi-
sations. Between the two, they effectively destroy the chances of a
really useful provincial organisation. Every objection that was
urged against the Provincial Bank’s combined central audit scheme,
would be urged even if it is confined to the urban banks. If we
have no faith in our fitness to establish centrai responsibility in qnr
co-operative self-government, broad based as it is on democratic
foundations, any further argument in favour of a provincial scheme
is, to my mind, a fruitless task. So, I abandon it for the present so
far as the urban banks are concerned which, in this matter, I regret
to say, have shown a very narrow outlook. If they do not favour a
central provincial organisation of their own for purposes of andit,
then I shall suggest to them another alternative. I think it will be
possible to divide the 200 and odd urban banks, which are liable to pay
audit fees under the Government Notification, into three or four con-
venient regional groups and special regional audit unions may be
constructed with headquarters at a central place in each region. I do
not think that I need elaborate the scheme and make out its detailg
at this stage. It may easily be done, if the principle is agreed to.
Such regional unions can cominand more efficient and impartial
service than tiny local unions.

‘GENERAL REMEDIES TO IMPROVE URBAN BANKS,

I know, you will expect me to make, before I conclude, some
definite suggestions for the improvement of the urban banks, But,
I have only the common remedies known to all co-operators. [ have
no new specifics to reveal which will effect miracles in urban credit,
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To me, the remedies are identically the same as those applicable
to rural credit societies. The steady inculcation of co-operative virtues
of thrift and punctuality in repayment, the adjustment of size and
duration of the loans to the purposes and repaying capacity of the
borrowers, absence of tenderness in effecting recoveries, and arrange-
ment for efficient audit—concurrent and final—will help every credit
organisation to function in a continued state of sound health. With
the relaxation of any of these co-operative principles, symptoms of
sickness will set in. The principles ientioned by the Chairman
of the Reception Committee, namely, the development of the co-
operative sense of oneness of the lender and the borrower, the
need to accumulate loanable capital out of the members’ savings and
the elimination of middlemen are, again, common alike to urban and
rural credit. The curse which afflicts rural and urban co-operators
alike is usury, and both types of credit are in essence devices to
fight that demon. My appeal to you, therefore, is to do all you can
to promote these cardinal principles and virtues of Co-operation in
the daily working of the urban banks.

BANISH COMMUNALISM FROM CO-OPERATION.

Before I conclude, I wish to draw your particular attention to a
very valuable sentiment expiessed by Mr. D. N. Strathie, in his
latest administration report, He has done a service in pointing out
that the success of the Movement eutirely depends upon the existence
of some disinterested and leisured men in each area, who seek office
in the co-operative organisations “ not for the sake of patronage and
power it confers, but of the opportunity it gives them of using their
personal influence to the good of the .Movement.” It must be
admitted that the Movement is in need of great many such men.
But we must create conditions for attracting them into the movement,

The most important factor in the creation of those conditions
is the arrest of communalism and sectarianism and the effective
prevention of their entry into the Movement. Co-operation
knows no distinction of caste, creed or community. In the
language of the European co-operators,.this great ideal is described
as the “principle of religious and political neutrality.,” It is
based on the desire for the satisfaction of common economic needs

_of all those who associate together on a voluntary basis. The

Russian attempt to infringe this principle by the assertion that the
Co-operative Movement can play a positive role only by becoming
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exclusively proletarian and by adopting the principle of class war is

emphatically discountenanced by international co-operative opinion.

In India, the roots of the tender plant of Co-operation will be
destroyed if the poison of communalism or class autagonism is allowed
to enter the movement. As a thoughtful writer on Co-operation
says, “ difficulty about compacts does not lie in making them, thonugh
it is often difficult enough, but in keeping them alive and fruitful
after they are made.” Communal or sectarian quarrel is voilently
opposed to the religion of co-operative camnpact. I therefore appeal
to you to take prompt and effective steps to arrest this tendency and
to instal Co-operation in the Temple of abkar’s dream :

‘ A temple, neither Pagod, Mosque nor Church,
But loftier, simpler, always open door’d

To every breath from Heaven, and Truth aud Peace
And Love and Justice came and dwelt therein,”

————

‘S. SANGILIYA PILLAI KHADI DYE WORKS.

KHADI WORLD WAS SET TALKING
IN 1928

WHY?

Because our Mineral Khaki and other light shades on Khadi
were so charming.
TO-DAY
Qur colours and prints are the reigning despots in the Khadi
market.
Insist on Madura S. Sangiliya Pillai’s colours
Are you a scout ?
Are you a student ?
Are you an ambulance Volunteer ?
If you are one you ought to have tried our Mineral Khaki,

If you have already used it you have every reason to be
proud of it. ’

If you have not, you have every reason to try it,
India’s economic problem centres round Khadi.
Insist on Madura S. Sangiliya Pillia’s colours.

¥ MUTHIA PILLAI STREET, MADURA LK
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II. SPEECH OF

RA0 BAHADUR A. RAJAHBADAR MUDALIAR

at the Tinnanur Co-operative Union Conference held on the
2nd October 71932.

1, Let us consider with what object the co-operative credit socie-
ties were started in this country and how far our societies have fulfilled it.
The object was to help the poor people—chiefly the agriculturists—to
improve their economic condition. The idea was that what loans such
people were unable to obtain individually they could be enabled to get
easily by their co-operating together for the purpose and acting as a
corporate body with the joint strength of all the members, and that the
loans so obtained should be utilised by them for productive purposes
which would yield an income from which the loan could easily be repaid
and the economic condition of the borrower also improved. This basic
idea implied that loans should be taken only to the extent of the repay-
ing capacity of each member and that they should be utilised to produce
an income from which to repay them. These essential requisites however
were most unfortunately ignored generally in the working of our societies
as so well pointed out by our Joint Registrar to-day with the results we
are now witnessing. Loans were disbursed far beyond the repaying
capacity of members and the duty of watching their utilization for pro-
ductive purposes and of their recovery at the due time was generally
neglected. How do we stand now? Heavy and growing overdues in
societies, large and continuous fall in the loans disbursed and a géneral
decline .in the economic condition of our agriculturists. The Madras
Provincial Bank is surplusing largely in its funds owing to their non-
absorption by Central Banks and they have had recently to put a check on
the flow of deposits to them by lowering the rate of the maximum interest
on fixed deposits to as small a figure as 3% per cent. If we turn to the
villages, the people are found to suffer from want of pecuniary resources
and to be getting weaker and weaker economically. What is our solution?
Our co-operative societies are like the Kamadhenu of the Hindu Mytho-
logy which can supply whatever is needed but like the Kamadhenu of old
they can flourish only in pure surroundings like those of the great Rishi
Vashistar who is said to have possessed it. 1 meau that members of a
Co-operative -Society should possess purity of thought and action and
truly observe their co-operative motto ‘Each for all and all for each’. If
they are all sincerely imbued with this desire to help their brethren and
elevate them, all our present difficulties should not exist. I do not deny
that altruism is a rare ¢ommodity in this world and people who are
genuinely interested to work for the welfare of others are rarely to be -
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found. But all the same the co-operative ideal demands the presence of

true lovers of their countrymen to achieve success. No panchayatdar who

has sincerely the welfare of a member at heart would think it fit to grant

more loan to him than he can repay or be indifferent about watching the
proper utilization of the loan and its due recovery at the time best suited
for it in each individual case. Our leader Mr. V. Ramadas Pantulu
expressed not long ago at the Bandar Co-operative Conferenc his impres-
sions of the kind of men who work our movement. He said,

“ A1l the worst influences of local faction and favouratism have had
their unbridled play in the choice of the men on whose honesty
and efficiency the destiny of the movement largely depended
The net result is that in most areas (there are, ‘of course'
honourable exceptions) supervision is in the hands of meu’
who are utterly incompetent and often unreliable and it is no
wonder that societies entrusted to the care of such men have
deteriorated in some instances beyond the possibility of
reclamation. Indeed the opinion in favour of the total abolition
of unions is gaining in volume every day.”

Mr. Ramadas Pantulu as you all kuow is a ver
advocate of the rapid non-officialisation of the
impressions should carry special weight.
concerned, I am happy to say that his remarks wil not apply t
But they indicate correctly the general condition of uniops y 8 i'ou.
therefore, we first improve the character of the workers in the' s n :Ss,
and particularly the panchayatdars, our movement ig bound to ‘C(:)(i]lf' ies,
in the present unsatisfactory state and to collapse someday. M 1itime
suggestion to you therefore is that as far ag possible Sel.ect fY 1:t
panchayat men who are not borrowers in the society and if or the
compelled to take in only borrowing members, see that the aryoubare
the reproach of being defaulters in the repayment of theiryo e ;\ ove
Do not allow a defaulting panchayatdar to remain for o€ mon Wt: loans.
panchayat as he will not only do personal harm to himsellfel‘:) in the
excrcise a highly demoralising influence on other members wh u'tl also
be slow to imitate him in delaying their Payments and eao] o will ?ot
themselves for the default. 1y excusing

Y strong and earnest
movement and his
So far as your union is

2. I would next ask you to carry oyt str
existing rule that no defaulting panchayatdar she
governing body. I would even go a step further
should not allow a society that has defaulted in kee
to the Central Bank to send a representative to
body though of course it would be entitled to sen
. Body. It needs no argument that a society whic

ictly another already
uld be on your union
a'nd suggest that you
PIng up its obligations
your nnion governing
d to the union General
b cannot govern itself
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properly should not be treated as eligible to provide a representative fit
to govern other societies. I know that if that rule is enforced there will
be some difficulty to get men for the union governing body. The
strength of your governing body is only about seven. Your union has
as many as 27 societies affiliated to it. It ought to be easy for any
supervising union worth the name to keep at least seven of its societies
free from default. If a union is not able to achieve even this degree of
success, it is not worth existing, I urge therefore for your consideration
the adoption of the rule that a representative of a defaulting society
should not sit in the union governing body. Your union which has the
distinction of having won the shield for best collection work in the
District would render a service of incalculable value to the movement by
giving a lead to other unions in this respect. , It ought to be distressing
to any genuine co-operator in the District to hear that according to the
figures tabulated for August '32, the percentage of defaulting societies
in the Districtis 81. Can this be considered a proof of good supervision
of societies? As an important condition of its subvention for the
Rectification work, the Provineial Bank have very rightly emphasised
the need for the systematic examination of the Rectification work of
Supervisors by Administrative Officers. If we mean well for the large
body of agriculturists who can be helped with small short term or
intermediate loans upto 3 or 5 years which they can easily repay from
their agricultural or other income, we ought to arrange for a detailed
study of the conditions of each member in every society and of possible
members who have not yet joined it, with a view to ascertain correctly
the loan requirements which may be reasonably expected to be punctually
repaid. With our knowledge of how panchayats have carried on the work
of societies hitherto often making the society a close preserve for their
own kith and kin and how unions have done the work of supervision, we
shall only continue the present struggle with the same unsatisfactory
results if we still depend entirely on them for this piece of work, They
should be helped with competent experts who can devote the required
time and energy to the work and evolve orderly business in the place of
the present chaos. Banking is no light business and the fact that it is
dorte on a co-operative basis cannot dispense with the need for suitable
working materials and the provision of proper safe-guards. It is of
course the Federation that should appoint suitable experts for the work
from the funds now pooled and the money spent on them is sure to
improve our business in general and gradually achieve the goal nearest
to all our hearts of ameliorating the economic condition of the poor
agricultural classes. :
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THE SECOND MADRAS
URBAN BANKS’ CONFERENCE, TIRUVANNAMALALI.
held on the 16th October 1932,

RESOLUTIONS.
Resolution No 1.—(a) 'This Conference is definitely of opinion that

it is high time that the conduct of Audit should be assumed
by non-official agency properly organised.

(b) Resolved to convey to Government that in transferring the
conduct of audit to non-official agency (conceming the urban
banks and allied Urban Societies) subject to the statutor
control of the Registrar, the same could be effected best by
the organisation of regional audit unions, with jurisdict,iotyl
over one revenue district or more as may be found necessar
or desirable, to be fixed with due regard to the fin };
strength and requirements of the Union and the o in'alxlc’af
the societies concerned in the formation of that Unign e

(c) This Conference resolves that the policy of encouragin di
societies by private auditors should be discouragegd 1gn reas
where audit unions are working or formed in a d ar?as
the above resolution. ccordance with

Resolution No 1I.—Resolved that in i .
Movement in general, this Conference re(;:eesltnzﬁzesgozfe::xeucotﬂpe?anve
dqce a proviso in section 49 (2) (f) and section 50 (1) {e) of etx}l, toMmtro-
District Municipalities Act and section 55 (2) (cc) and section 52 ( )adras
the Madras Local Boards Act to the effect that this di 1'l (f). of
(official superiority and subordination) shall not attach tqu;a llgcatlon
honorary offices under the Co-operative Societies Act, and al s o
the Government to include this amendment in the lis’t of a‘:);x;i}:;::

that are to be made shortly to the Madr istri
as District Municipaliti
and the Madras Local Boards Act in the Madras Legislatlil::cé?:::xtcliels Act

Resolution No. I11.—This Conference | i
0. 41 ce is of opinion i
of the commendations of the Central Banking }gnquir:,hé:: pt.n'suance
Url.)an Banks may be permitted to finance such non-credit ml}ta_e tl3e
their area as may be in need of their help and ag e

themselves affiliated to these urban banks, . are willing to get

Resolution No. IV.—Resolved to invi ;
banks to the imperative need of fixing and tie‘t,?;nztt:::i?;. of the urban
dividual maximum borrowing power of their membe ically,
appointment of discount Committee either in re rs throu
under a cash credit account or as a loon.

the in-

gh the
gard to their borrowing

Resolution No. V.—This conference is of opinion t
rative credit society organised on a limited liability
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RESOLUTIONS
jurisdiction over an urban area and with a working capital of Rs. 20,000
will be entitled to be called an Urban Bank and claim to exercise the
privileges of an Urban Bank.

Resolution No. VI.—This Conference resolves to draw the attention
of the Government that in promulgation of the new rules framed under
the new Madras Act VI of 1932 regard must be had to the law in regard
to obtaining awards on mortgage loans and provision should be made for
impleading subsequent alienees though they are mnot members of the
societies seeking the award.

Resolution No.VII.—This Conference invites the opinions of theurban
banks about the desirability or otherwise of the Common Good Funds of
the Urban Banks in the presidency that are now being devoted to extran-
eous purposes being pooled into a provincial fund to be made use of for
organisation and supervision of small scale co-operative industrial
concerns, through the belp and aid of paid industrial experts to be
recruited and maintained by an institution that can be entrusted with

the fund.

Resolution No. VIII.—This Conference resolves that urban banks
do recommend to their clientele that the facilities offered by the South
India Co-operative Insurance Society for the insuring of the poorer
classes of people in urban areas be availed of and that the banks them-
selves take up the agency of the Society with the permission of its local

board.

Resolution No. IX.—This conference recommends that the urban
banks may be permitted to issue loans on the pledge of gold and silver
in accordance with the subsidiary rules to be framed therefor not ex-
ceeding 75 per cent. on the value of gold and 50 per cent. on the value
of silver.

Resolution No. X.—Resolved to move the High Court through the
Registrar to circularise subordinate courts to allow contract rate of
interest on co-operative societies’ claims till realisation and to expedite
execution proceedings. )

Resolution No. XI.—Resolved that the provident fund deposits
invested as such in the central banks or deposited there from out of such
funds should to that extent be excluded from the working capital of the
urban banks for calculation of audit fees.

Resolution No. XII.—Resolved that a working committee consisting
of the President of the Conference, the President of the Reception Com-
mittee and the Secretarv of the Reception Committee Mr. E.S. Ganapathi
Iyer and Mr. Subba Rao be constituted to act until the next conference
is held.

Resolution No. X]J11.—Resolved that urban banks be allowed to
affifiate themselves to Unions on their paying an annnal contribution
of not more than Rs. 10.

Resolution No. XIV.—Resolved that it be a recommrendation to all
urban banks to adopt a uniform praetice of electing their Board of
Directors for 4 period of two years.

e p—
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District News.

GENERAL BODY MEETING
OF THE ALAMURU CO-OPERATIVE
LAND MORTGAGE BANK Ltd.,

The 4th Annual General Body Meeting of the Alamuru Co-operative
ILand Mortgege Bank Ltd., was held in the Bank premises at Alamuru
on 23-9-32, under the presidentship of M. R. Ry. N. Satyanarayana garu.
The secrctary read the annual report on the progress of the Bauk.

There are 373 members in the Bank with a paid up share capital of
26,920 by the end of June 32. The Government have given spcial
concession to float its own debentures and the bank secured an amount
of Rs. 1,74,550 by the end of the year. The bank borrowed Rs. 58,250
from the Central Co-operative Land Mortgage Bank Ltd., for disbursing
loans to wmembers this year. The total amount of outstanding loans by
the end of this year is Rs. 2,78,668-2-0. The bank earned a profit of
Rs. 2,818-9-0 and declared a 7 per cent dividend to share holders.

The general body amended the by-laws for increasing the share
capital from Rs. 30,000 to Rs. 50,000 and the Individual maximum
borrowing power from Rs. 3,000 to Rs. 5,000. The general body passed a
resolution requesting the Central Land Mortgage Bank Ltd, Madras to
float 20 years debentures and issue loans to primaries on 20 years’ period.

ALL IN HALF A MINUTE'S TIME.

. You can know the SEX of an UN-BORN CHILD, the SEX of
UN-HATCHED EGGS and of Birds and INSECTS by the most wonderfull
*“IKRIKI' (Appliance.)

IS IT NOT A WONDER TO KNOW AS TO WHETHER

A Pregnant woman will give Birth to a MALE or a FEMALE CHILD?? 9

all in half a minute’s TIME Guranteed accurate appliance of Reli
GERMAN MANUFACTURE WHICH can sonveniontly .
be carried in your WAIST COAT POCKET.

. PRICE (Complete with instructions) Rs. 1/- Only 87 appliances-left in Stock.,

Order to:—THE NOVELTIES SUPPLYING COMPANY,
DIRECT IMPORTERS, QILA SHEIKHUPURA, (PUNJAB).
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Correspondence,
THE MYSORE CO-OPERATIVE
LAND MORTGAGE BANK Ltp.,, BANGALORE CITY.

To
Tre EDITOR,
MADRAS JOURNAL oF CO-OPERATION,
MADRAS.

Dear Sir,

My attention has just been drawn to the remarks made in your
review on the report of the working of Co-operative Sooieties in Mysore
for the year 1930-31, appearing on page 662 of the June issue of the
Madras Journal of Co-operation in the matter of the loans granted by this
Bank direct to individual members instead of through the medium of
local Land Mortgage Societies. With reference to these remarks, 1 wish
to bring to your notice that unlike Madras where the Primary Land
Mortgage Banks were first formed and the Central Co-operative Land
Mortgage Bank was subsequently brought into existence to finance the
Primary Banks, in Mysore, the Mysore Land Mortgage Bank was first
formed with a view to grant loans to individuals as well as primary Land
Mortgage Societies as and when they come into existence. The loans
granted to individuals direct by the Bank to which reference has been
made in your review were all sanctioned before the local Land Mortgage
Societies were formed in the areas covered by the loans. With a view
to prevent conflict of interests and functions in the areas wherein
Primary Land Mortgage Societies are formed, it is provided in the Bank’s
by-laws that all loans in areas for which primary societies have been
formed should be granted only through such societies and this rule is
being strictly observed by the Bank. It is only in areas wherein the
formation of local primary societies is delayed or hampered owing to the
lack of suitable persons to manage the societies or other suffcient cause

" that loans are granted by the Bank to its members, pending the formation

of local societies, as it is considered that the relief required by the
members should not be denied or withheld merely by reason of the
difficulty in the formation of local societies.

Yours faithfully,
K. R. SRINIVASIENGAR,
President.
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Reviews.

INDIAN CURRENCY AND EXCHANGE.

310 pages : By. S. B. Sen Gupta M.A., B.L., Principal, Khalsa College
L
Lyallpur Published by R. S. Jaura, B.A., L\.T., The Students’

Popular Depot, Kacheri Road, Lahore. Price 3 rupees.

It must be admitted that iu spite of the numerous publications on
Indian currency and exchange the subject still remains for many to be
difficult. Indian currency cannot be well understood without adequate
knowledge of its history and developement and a thorough study of the
reports of the currency committees appointed from time to time. The
reports of the various committees, as Mr. SenGupta points out are to be
read and read for a proper understanding of the suject.

In the first chapter of the book under review the author deals with
principal kinds of Money, Value of Money etc., wherein he explains
in simple and clear terms the principles underlying Quantity Theory
of Money and Cresham’s Law. Chapter 2.  deals with Foreign
Exchange and chapter 3 with some outstanding facts connected with
balance of trade and an account of the Indian rupee especially from the
year 1835, the year in which Indian currency was consolidated, to
September 1931, when after the abolition of the Gold Standard in
England the government of India on the recommendation of the Secre

tary of State linked the gold rupee (which is only a fiction) by 'ax;
ordinance of 1931 to sterling at 1s. 6d.

Between chapters 4 and 15 Mr. Sen Gupta traces chronologically at
length the chaotic history of Indian currency and exchange from 1893,
the year of the stoppage of the free coinage of silver, to the year 1932,
In the course of his susvey of our currency system the author lays
special stress on the changes introduced into it from time to time and
discusses the effects of such changes in full. A noteworthy feature of
the book is that it gives a detailed and critical analysis of the reports of
the currency commissions appointed to enquire into the currency system
of India in the years 1893, 1898, 1914, 1919, and 1925, It also gives in
a summarised form the views of the dissenting members, which may
be h,ghly valuable in knowing the other side of the picture. The impli-
cations of Gold Exchange and Gold bullion standards, gold standard
and paper currency treserves, and a gold currency for India are, however,
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made explicit and interesting. With regard to the objectioné laid down

by the Hilton Young commission to a scheme of gold currency for India,
the author rightly observes:—

All that we need say is that too much attention was paid by the
Commission to the well-being of other nations and too little to that of
India. We shall not be understood, however, to suggest that a gold
currency is the best currency, or a gold standard is the best standard;
gold may have nqthing but the smell of its prestige.”

The functions of and the need for a Central Bank for India are
discussed in chapters 14 and 15. The book closes with a short paragraph
on rupee-sterling exchange and advantages and disadvantages that are
likely to accrue from linking the rupee to inconvertible sterling. “It
will not serve any useful purpose” in the words of the author, “by
condemning the astounding step taken by the executive authorities. It
has proved, if any proof is required, that India must still depend on the
arbitrary order of her irresponsible executive, even in matters relating to
the currency policy of the country.”

The treatise on the whole is a masterly one. Statistical tables are
given wherever necessary and a useful index is appended at the end.

This volume would, no doubt, prove beneficial to all students of Indian . ‘

currency and exchange and to those interested in the subject.

P. V. PUNNAIAH SASTRY.
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THE MADRAS AGRICULTURAL JOURNAL.
An English monthly, which helps to develop your land

your stock, your purse and your country. Rs. 4/- per annum,

Apply :—
MANAGER,

The Madras Agncultural Journal,
Agricultural College & Research Institute,
Lawley Road P.O. Coimbatore.
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The abysore Economic jJournal.
BANGALORE,

Published on the 7th of cach month.

(The only English monthly Journal in Mysore State which
has the largest circulation of any Newspaper or
other periodical published in it.)

An Advertising Certainty and not a Mere Speculation.

Annual Subscription RS. 6/- always payable in Advance.

For Advertisement rates, special positions
and other, apply to :—
The Manager,
““ MYSORE ECONOMIC JOURNAL.”
No. 19, Gundopunt Buildings, Siddicutta,
BANGALORE CITY.
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ALWAYS INSIST ON BUYING “SAPRU’S” Geniune System of “HEIGHT
INCREASE"” with Prof: Sapru’s signatures thereon. All others are
forgeries & imitations! BEWARE!

I rease YOUR | Increase your Height

nc HEIGHT * Why - remain short statured,
meek and absurd ? Become taller,

Complete Illustrated, Scientific and add 3 to 5 inches & become smart,

Guaranteed Course-English Edition  hundsome and commanding.

Cloth-bound, Gold-letterd, with
CHART etec. .. ks, 3 only. Full illustrated course Rs. 3 only.

‘THIRD EDITION' of this UNIQUE PUBLICATION is in Press ?
PRE-PUBLICATION PRICE :—Rs. 2.8/- by M. O.

IMPERIAL STORES., KASUR. (Punjab)
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The Madras Provincial Co-operative Bank, Ltd.

(Formerly The Madras Central Urban Bank, Ltd.)

HEAD OFFICE : Luz, Mylapore.
BRANCH OFFICE: 117, Armenian Street, G. T.

Current Accounts opeted free of charge and interest allowed on
daily balancesat 2} per cent. per annum from January to June and 2 per
cent from July to December.

Fixed Deposits are received at rates of interest which may be
ascertained on application.

Prudential Deposits. (Saving Bank) Accounts opencd with a
minimum balance of Rs. 5 and interest allowed at 43 per cent. per annum.

Provident Deposits. Monthly deposits of Re. 1 or its exact multiple
for periods of 7 years and more are received. The aggregate amount will
be repaid at maturity together with interest at 5 per cent. per annum,
Compound.

GOVERNMENT SECURITIES Bought or Sold.

Banking business of every description is undertaken.

THE GOVERNMENT have authorised the investment in this
Bank of the Funds of the Corporation of Madras, University of
Madras, Local Boards and Municipalities, and the security money
tendered by Government, Local and Municipal Servants, Renters
and Contractors and other quasi-public funds.

For terms and other particulars apply to:—
V. C. RANGASWAMI, Secretary

LEAGUE OF NATIONS.
Publications of the Internatienal Labour Office.

INTERNATIONAL LABOUR REVIEW.

The International Labour Review, published monthly by the Inter-
national Labour Office (League of Nations), is widely read by those engaged in
industry in all countries,

Because it contains Special Articles by recognised Authorities on problems
connected with the treatment of Labour in Industry ;

Because it summarises important Reports and Enquiries on labour condi-
tions in all countries, and thus makes their findings easily available in English ;

Because it contains up-to-date Statistics of Unemployment, Wages, Cost
of Living, Industrial Disputes Industrial Accidents, etc., on an international
basis which are nowhere else available ;

Because its Bibliography is the most complete record of new Labour
Laws and new Industrial Publications.

Price : 2. 6d. per monthly Number. Yearly: £1 4s. 0d. post free.

The International labour Review is published monthly in the United
Kingdom by Geo. Allen & Unwin, Ltd.

Publications are obtainable from

THE INTERNATIONAL LABOUR OFFICE, Geneva, Switzerland,
or from the City Book Company, Post 283, Madras.
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= BALASUDHA
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E{ B SREEKARA KASTURI PILLS.
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