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EDITORIAL NOTES
OURSELVES

With this issue the Indian Co-operative Review enters the second

\ year of its career. It has been very well received not only by our co-
workers in the co-operative world but by the enlightened public in

general and the academic economists in particular. This is a matter

of not a little satisfaction to us, and it inspires in us hopes of better
We are, however, constrained to say that from the

iew, the venture has been so far not quite a success.
Indeed last year’s accounts reveal a deficit, even without making allow-
ance for any remuneration of editorial services, and it could be made

The Late Rai Bahadur Jamini Mohan Mitr
a.

service in future.
financial point of v

up only by the handsome contribution of the Indian Provincial Co-
operative Banks' Association. Co-operation is not philanthrophy and
we appeal to co-operators in this country to shoulder each some res-
lacing ere long this first and only all-India co-operative

ponsibility inp

journal on a sound business basis. The bigger societies and banks, the
numerous colleges offering courses in economics and co-operation, all
libraries, Departments of Co-operation and public institutions interested
in the economicC development of the country are invited to enlist them-
_selves as subscribers.

ce a slight change in the outward

form of this issue from last year’s. The slight reduction in size to the
standard journal size has been long pressed on our attention and we
trust it will be welcome as it is really more handy. As for contents in-
side, the same order is maintained ; only we have added a section on
Co-operative News and another which gives the leading Contents of
other Co-operative Journals at home and abroad, which may be of in-
terest to our readers. We aim, as before, 10 focuss attention on one
major problem in every issue while also including 2 few articles on
other topics of interest. We started with agricultural credit, then had

co-operative market-

consumers’ co-operation, co-operative education,
In the next issue we

¢ ing, and in the present issu€ have urban banks.
propose to concentrate & ion for cottage industries.

Readers of the Review will noti

G. K. Devadhar.

The Late Mr.

ttention on co-operat
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THE LATE KING-EMPEROR.
When a few months agg We congratylat
George V, on behalf of the

Co-operators of India
celebration of the Silver Jubilee of his

» Within the British

We are deeply grieved that
e V, who al] through b i

the eve of the inaugy-
His late Majesty hag im-

-Operative Movement, In hig
Coronation address to the ‘
Majesty said: « If
utilised to the full, T foresee a great
tural interests of this country.” We h
remembered in Indig and that ca-op

official, will derive genuine inspiratiq

On behalf of the co
to the Private Secretar

Princes anq
the system of Co

-O0perators of India,

Wwe sent the followin
v to His Majesty th,

g message
e King ..

Operation at
Was a great factor in nationa]

ffer our respectfy} homage t,,
S accession,”

and international co-operation ; and alg, o
His Gracioug Majesty Edward vIII on hi

e visited E

nd and Denmark
a member of the Mysore and Madrag Co-operative Enquiry C

Urope anq
- He wag

!
&U

Ommitteeg &

3

. iry Committee,
Co-operative Enquiry
. f the Travancore Government
and also Pltesldgn-tsoreport in 1934. At thc? request (?i-(t)hzrative Moo
which pUbh;he 110 conducted an enquiry into 'ihﬁ- repxc))rt He was a
of Cochin, he als ied before he could submit his ’ hich he
t he died befo : 1 Research on whic
ment there, bu ial Council of Agricultura Indian
Imperial Cou i member of the India
member of the ) of India. As a . in th
-operators . terest in the
represented tbe cgnqi iry Committee, he evinced gfeast cl(r:nnected with
Central B}f‘Ig{(llr;grnmit’cee especially in regard to matter
k of tha ’ :
Xfrxz.al economics and co-operation.

dan, which he
a great social worker and t-h c PoonaRS evai? Ie;a,nade, is a
Hedwas ut 25 years ago jointly with Mrs. anfl organisation, The
founded abo ent of his genius, zeal and powers o b Io £ eheridh
standing monum, . tors of India can pay
. ; ch co-operato ; . f selfless
most ﬁttlgg tl;ﬂo: ‘;Ze‘;,l};l of his life, which is a shining example o
and practise © .
devotion to social service.

N STATES
PERATIVE ENQUIRY COMMITTEES IN INDIA
CO-O

ncore, Mysore,
fter another—Trava b
. have been one a . ke stock of the
Indian State;‘inting Committees of Enquiry to tﬁ) re the possibili-
Hyderabag—al\slpvement within the State and tf' e);pof activity. Such
Co-operative Mo d developing new line British
ing defects an ionable—because the Bri
ties of remedying ing is not merely fashionable ial. We wish
iodical stock-taking is ) is absolutely essential. ’
periodica doing it—but is a ds the constitu-
. have been do i t points as regards .
provinces : two important p desirable
ttention to tw 1d be a very
here to draw a .ommittees. It wou i of
ing of such com L h of these committees
tion and working ice of ciating in eac . long-
ctice of asso . -official, belong
thing to follow tt}\l:/%op;‘;inent co-operators, official or non-o
enquiry one or

dras Committee
itish Province or a sister State. Even the Ma
. ing to a British Pro

) sident. The
nsend of the Punjab as its memgel‘;ndDzl:dhar as its
had Mr. TOWC mmittee had the late Mr. G. ted in Mysore, the
Travancore Bot the Committee recently ap p;)m eh e in this issue,
President. Bu be seen published elsewher . le-
ich may be se ) ingle foreign ele
personnel of “’h‘i‘d of Mysore citizens, without a of any one of the
is entirely gomp(zstake any exception to the mcgstn ? a more worthy
ment. We do no . it is difficult to think o ddi-
f and indeed it is ained by the a
members thereo ittee would have g ist th
. ly the Commi uld assist the
Chairman. But ts\:vlge :On-Mysorean co-oper‘j‘tors Whod C:f discussion of
tion of one : ) very stage of hearing of ?Vldence ar; several problems.
Committee hal e’che making of a comparative stucfiysoir Lallubhai Samal-
isstflesta;ld ﬁislt) Mysore Committee of quum; }‘1;‘ other British Indian
In fact the . ident and a fe -
ts Presiden ; f that Com
das of Borlz;bageﬂisr tlestimony to the value of the findings o
members, No
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mittee n.eed b.e required than that bestowed by the Government of
Mysore in their communique appointing the present Committee

The other point is with regard to the working of these C i
There has been a tendency, at any rate in Travancore, t i‘;‘mlttees.
muc.h of the burden on the Chairman, This is nei'ch,erof firow too
Chairman, however eminent he may be, nor to the members al;; to the
Fo take up the work in earnest and share the responsibilit who ought
in touring and hearing evidence but in discussing andl. ydnt)ft‘merely
report. There was, for instance, inordinate delay in th ra t1ng tche
of the Report of the Travancore Committee because of th: éiggiZO}’l

n’s

illness—though when it was issued finally i
‘ t h i
ciated with every work of Mr., Devadhar.y * fod el the merits asso-

MADRAS LAND MORTGAGE BANKS

Madras may well be proud of her le
I-ger achievements in the short span of
admiration of sister provinces, wherefrom
working of the Central Land Mortgage Banrl«rrla:xfd gs:n?: toft othStUd'y the
primary banks. At the recent Conference of Land Mortga eep];oneer
hfald in Madras, the proceedings of which are published fl ;nks’
Sir M. Ramachandra Rao pointed out that more than Rs. 50 Slew ;e
debentures have been issued and these are now being 801:1 ht 3;khS o
bi'g Insurance Companies and by Local Boards as well as b ’ da'I t‘er 4
wishing to invest funds in such Trustee securities guaragt mdlwduals
Government, which has now been pleased to raise the limiteef by the
tee from Rs. 50 lakhs to Rs. 100 lakhs, Funds are now fort}f gh}aran-
as low rates as 4 and 3% per cent., the benefit of which is bei(:z;m;ng a;

asse

on to the ultimate borrowers, allowin
g but a small i
tral and primary banks. margin for the cep.

ad in land mortgage banking,
seven years have aroused the

Creditable as are the achievements, the
has just begun to be tackled, and the nu
fited is an infinitesimal fraction of the number crying f :
demands of several who apply cannot be met because ff t(l)1r reliet. The
that have been prescribed. Nor are we satisfied that wh - Precautions
been granted they help to increase the income of the b‘: ere loans have
of productive credit has yet to be drawn up, which ig Trower. A plan
in a time of depression. The most agitated s Perhaps difficyt

1 ubject
was that of paying for the services of the staff o]f theoézh: C°nference
b peratiVe De_

problem of long-term credit
mber of agriculturistg bene-

-
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partment appointed for the investigation of the loan applications. Their

services were not paid for by the Central Land Mortgage Bank hitherto,

but now a contribution has been demanded by the Government on the
ground perhaps that it is making profits and declaring dividends to
shareholders. Much may be and has been said on either side. We our-
selves are anxious, as co-operators, that our institutions should be inde-
pendent of State or any other external aid in any form. But these are
the obligations of the Government as a Trustee which it cannot shirk
in the interests of others than the Bank. To what extent the cost of
services should be shared between the State and the Bank, we feel, it is
premature to discuss now, when the Reserve Fund in relation to the
transactions of the Central Bank is so slender. We have therefore no
hesitation in supporting the eminently reasonable resolution passed by
the members present requesting the Government not to levy any
contribution on the understanding that the amount demanded by way
of contribution be added to the Reserve Fund. We are glad to note that
the Chief Minister, the Raja of Bobbili, in his opening speech assured
that a liberal policy will be followed by the Government.

THE CONGRESS AND CO-OPERATION

The celebration of the Golden Jubilee of the Indian National
Congress on the 28th December last, which is an outstanding event in
the history of India’s constitutional struggle for freedom, cannot but be
of interest to co-operators, for the Congress not only strives for the at-
tainment of political Swaraj for India but also aims at achieving the social
and economic emancipation of the masses. But hitherto the Congress
has not evinced much interest in the Co-operative Movement as a fac-
tor in the social and economic organisation of the masses. We attribute
this to two reasons. Firstly, purely economic programmes as contra-
distinguished from political programmes have till recently occupied a
very subordinate place in the activities of the National Congress; and
secondly there is a general impression among Congressmen that the
Co-operative Movement is an official or semi-official activity which does
not afford scope for non-official initiative or freedom of economic plan-
ning suited to our national interests. If the Movement is largély in
official hands to-day and not sufficiently democratised, it is mainly due,
in our opinion, to the indifference or incompetence of the bulk of the
people for whom it is intended. Co-operation in India, therefore, wants
men and women who preach true socio-economic ideals and create an
atmosphere for their widespread acceptance.

Ever since Mahatma Gandhi made his constructive programme an
integral part of the Congress activities and the adoption of an econo-
mic programme by the Karachi Congress, the attitude of the Indian
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E::;onaldCongress towards economic movements like Co-operation has
undergoing a steady change. We ho
. ‘ . pe and trust that not onl
‘the t;ndlan Natlona'l Congress but also all other political organisationz
in the country will evince increasing interest in the Co

v ' : -operative
vement and use it as an instrument for national reconstructli)on

. We would like to draw the attention of our readers to the contrib
t;LonE’?y Dr. 'Pattabhl Sitaramayya on The Co-operative Moveme'm:rl u:l
e Economic Programme of the Congress, which appears in this is:\?e

The article is a useful su

he : rvey of the methods whereby C

nisations and co-operative institutions may fraternisey to ogfgrfst ortgl'le-
ote the

economic ideals common to both and b

. . y methods appeali
We wish to draw particular attention to his suggesticl))rll)s i;ng ;0 both
.T.cheme for the promotion of co-operative land-ownin. Berding the
jans. From the manner in which the learned Doctor
is the Congress historian, ,

g among Hari-

who by the

has treated his the "his

th . : me, we feel i i

opinion, the Indian National Congress will not accept Sociatllilsar:; " thhls
as the

right solution for our socio-economi ies :

a(?cept that solution. Co-operati(c):rlln(}:1321 a;ljtcill:ci riltzr does Co-operation
Liberal School of Classical Economists on the one sid camfl) betwee.n .the
on the. otber. Its definite aim is to bring about :ha(;:n tk'le SOClallSFS
emanc1.pat.10n of the masses by methods which radicall dhfS{OClo-economlc
of Qapxtahsm as well as of Socialism and aims at achi Y ing auch o ihose
pation through associated effort of the most e ying such emanci-

€ ' uitab i i
violent change in our social structure. uitable Kind, withous any

CO-OPERATIVE CONFERENCES AT INDORE

The Central India, Rajputana and Gwalior Co i
:\}1;1: ltalr;: Hzlllc{ar fS'c.sxte Co-operative Conference wec;'ze;aetlld‘lleatc (I)rr:flzl;en?e
of Indor:V oeen:d lt\]'}i)Vfo‘mbEI' 1935. His Highness the Maharaja HOfkelxn
o ndore ¢ : : e former Conference and the latter was o d ;
lau a-h Rai Bahadur Sir S. M. Bapna, Pri et b
Indore. His Highness’s exposition of the aims of th;z Cslme M_mlStel‘ of
me.nt was both lucid and accurate. His Highn “operative IYIove-
po1'nted out that inequality of distribution of w 1:1515 e the Shly
serious problem from which our national economea
that timely realisation of this fact with a view to b¥ < al
bution of wealth without any violent change in the coct B
be the concern of the Governments and the public S;;‘lal
ed great solicitude for the welfare of the agricult' sts
of the population of India and remarked that o
achieved big things with a weak peasantry. Sir gol\/}:OB i
the rerfxl value of the Co-operative Movement lay i;x m k'al pha S;.ild that
operation-minded and it was that mental attitude t}?atmrias; CIe}:.y 1:0-
e higher

suffering and
out a redistri-
structure must
Highness evine-
who form bulk
untry had ever

was the most

3t
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forms of co-operation in the social, religious and political spheres possi-
ble. He assured the public that His Highness’s Government had great
faith in the Co-operative Movement and would afford all possible
facilities for its growth.

We publish in this issue extracts from the presidential addresses
of Mr. V. Ramadas Pantulu and Dewan Bahadur S. Aravamudu Iyengar
respectively at the two Conferences. Both of them had drawn pointed
attention to the moral aspect of the Movement and struck an optimistic
note about the future of the Co-operative Movement.

In Her Highness the Maharani Saheba Holkar of Indore who opened
the new imposing and well-planned building of the Indore Premier Co-
operative Bank, the Co-operative Movement has a genuine friend and
benefactor. A very large number of ladies actively participated in
both the Conferences and the impression left in our mind was that
women played a really important part in the Co-operative Movement in
the Indore State. This is a welcome feature and we commend to the
other provinces and States the example of the women of Indore.

The Urban Bank Movement is fairly strong in Indore and there are
about a score of urban banks in the Indore City itself, and the problem
of Urban Banking naturally occupied an important place in the deli-
berations of the Conference. Though the size of the Co-operative
Movement in the Holkar State is smaller than that in Gwalior, Indore
seems to be more progressive in regard to the development of co-
operation than any other State in Central India or Rajputana.

It was suggested at the Conference that the Indore Co-operative
Central Association should be made the Central Co-operative Institute
for Central Indian States and that the Premier Co-operative Bank at
Indore be similarly made the Apex Co-operative Bank for Central India.
There is vitality in both these institutions and the suggestions in regard

. to their being made the apex institutions for Central India is well worth

further investigation.

The Conferences held at Indore seem to have attracted attention
in Central India and Rajputana and certainly gave an impetus for in-
augurating the Co-operative Movement where it did not exist and to
strengthen it in localities where it was weak. We visited the neigh-
bouring States of Dhar, Dewas Junior and Dewas Senior at the request
of some of the official and non-official delegates who attended the Indore
Conferences and discussed with the authorities of those States the
possibilities of organising Co-operative Departments in those States.
The impression left in our minds was that the rulers of those States
were favourably inclined towards proposals for the introduction of Co-
operation in their States. We await the development of the Co-oper-
ative Movement in Central India and Rajputana with interest.
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PROBLEMS OF URBAN BANKS

Half the number of contributions to this issue will deal with the
working of urban banks in various parts of India and the problems
raised by them. It would be seen that without any special aid by the
State and despite an embarrassing association with financing and edu-
cational central institutions, in which rural elements and interests
predominate, these urban banks have got on much better than rural
societies~—judged by the number of members and working capital
attracted, loans granted and above all by the recoveries of dues even
in these days of depression. Thrift has been promoted by devices
partly indigenous, rates of interest offered for deposits and demanded
for loans have been brought down, rules have been relaxed during the
depression without sacrificing financial soundness; above all the bank-
ing habit among citizens has been cultivated—an achievement which,
in the view of the Maclagan Committee, would be the only justification
for the encouragement of these banks, whose numerous members
could have no mutual knowledge and exercise no mutual control and
therefore were said to be lacking in “ co-operative character .

This prejudice against large size has persisted in India, though
in the West large size is a matter for pride and it has become inevitable
with the prevailing economic forces. No doubt it gives rise to diffi-
culties in deliberation at General Body meetings and in the actual
administration. The real remedy lies in a revision of the constitution
of large societies so as to afford, on the one hand, opportunities for
closer contact among members at local meetings in divisions or sections
into which each large society may be divided and, on the other hand,
to set up a Council of Representatives at the centre to discuss the
affairs of the whole society, without fettering the discretion of the
Directorate in matters of internal administration.

It is not merely large size but education of the type that is in vogue
that often makes members hypercritical and suspicious, when generosity
and good will are most wanted. The education of the members in
fundamentals of the movement can alone be the corrective of such an
attitude of mind. With the permeation of such education one may not
hear of societies designed to serve traders and middlemen and specu-
lators in the share market, whom the Co-operative Movement is out
to eliminate. Nor will employees in co-operative institutions be treated
by Directors in any other spirit than that of comradeship in service.
Urban banks and societies which are now isolated need to come together
not only for purposes of audit and supervision but also for the organisa-
tion, with their ample resources, of courses of technical instruction to
employees on the one hand and of high class co-operative propaganda
among the members, on the other,

:5.; =

THE CO-OPERATIVE MOVEMENT AND THE ECONOMIC
PROGRAMME OF THE CONGRESS

BY

Dr. B. PATTABHI SITARAMAYYA,
Author of the History of the Indian National Congress.

There was a time when the Congress and the Co-operative Move-
ment were regarded by superficial critics as wholly standing apart from
—if not altogether opposed to—ecach other in their outlook as well as
modus operandi. 'The impression that prevailed in the early days of
non-co-operation was that the Co-operative Movement could afford no
scope for the constructive activities of non-co-operators, as it was inti-
mately bound up with the Local Government in the matter of adminis-
tration and the Central Government (up till then) in the matter of legis-
lation. And the Khaddar societies whose incorporation was sought
under the Co-operative Act, were looked upen as in a way polluted.
But fortunately wiser counsels prevailed ere long and the exemption
from stamp duty and registration fees and audit charges was consider-
ed not so much as 2 dole from the Government to be avoided, but as
the due of the people which should not be thrown away. Nevertheless
it cannot be said that the Congress and the Co-operative Movement
mized with each other very much. There was a certain viscosity about
the two substances, rather than a solubility of the one in the other. The
Khaddar societies and banks registered by the Co-operative Depart-
ment were registered somewhat grudgingly at the outset and the rigid
demand by the officers that every loss should be immediately made up
by fresh capital left no alternative for the societies which were bound to
be losing concerns in the initial stages, to lead a moribund life for a time
and face a premature death later.

Times have changed, and with them has changed the outlook of
the Congress. But whether the outlook of the Co-operative Depart-
ment has changed is more than we can tell. The Congress is still look-
ed upon with a certain suspicion. Its constructive activities are re-
garded as smacking of politics. Communal unity and Harijan uplift are
deemed as planks in a political platform. The anti-drink propaganda
cannot but offend a Government which counts on large excise
revenue to balance its budget. As for Khaddar, a grudging ac-
knowledgment of its beneficence is occasionally made, but a
Government that is devoting an appreciable measure of its time and

attention to the promotion of hand-weaving is not able to rise to the
2
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level, or lower itself to the depth, of hand-spinning as well. If the Co-
operative Movement can afford shelter to the weavers of the Presidency
by a central organisation and help them to build up their own capital
purchase their own stocks and ensure to themselves a return of thehj
own profits, it passes all understanding as to why it should be chary
abc?ut the application of the same principles and the offer of the same
'facﬂities to the craft of spinning. With spinning would come the village
industries. The Co-operative Movement may render yeoman servi
to the village arts and crafts of India which are dead or dying the
the Congress undertook to revive them, Government were SL;S ici -
and issued the Hallett Circular. Time and patience have dispei)l c:iou‘s
is to be hoped, a measure at least of that suspicion. Can they no: e
that to ask the village smith to make his nails and the village pott 0
improve his pottery has no ulterior motive behind it and is wl})loller'to“{-‘
spired by the innocent desire to revive the simple life of an earlier )e’r;n‘;

It is, doubtless, true that next to agriculture, weaving and spinnin
are the most widely popular crafts. They are popular because the ari
universal. They are universal because they supply the raiment osf, the
people as agriculture supplies the food. And food and raiment are th
two component factors of a definition of Swaraj. But next to the 3
for food and raiment, there lives in the human breast a longin nefe
beauty and self-respect, which only the indigenous crafts canb %c for
Lord Carmichael opened a bazaar in Calcutta for the viliaoe Saf o
Bengal. Why may not we in Madras open a co-operativec CI}? > o
toys of Chennapatna and Panrutti, for the art treasures of Ifr{mr > fOl.“
a.nd Nakkapalli, for the carpets of Ellore and the palampor s O?dapalll
lipatam, for the ivory works of Vizagapatam and Travel?nces o
sandalwood glories of Mysore, for the horn cranes of ParlZf{eir:izt'l th;

i an

the wooden carvings of Udayagiri ? The Co-operative Depart
ment , .

ihould be proud to erect a structure aside of
nstitute in Madras another structure

craftsmanship—the poems in marble aem;v }rf:tilt};re; ;‘I:Z‘:VE'IS of Indian
wood and colour—may be exhibited not as speci,mem ofy and hom, in
as commodities of an emporium, so as to help the ~crafta poeum but
and Moradabad, of Purulia and Vishnupur, of Luckno Smer of Aera
yea of every part of this vast continent of India. " and Patna—

the Victoria Technical *

Nor need the Co-operative Movement alwa

cial needs of the populace. yS sater to the commer-

They have a soul and i

» . an i
education is as much a legitimate charge of the co-opéi‘lzgrwh b
nor.l-co-operator. One need not be a rebel to undertake po als of e
cation. The balanced mind and the sedate thinker aoa or edu-

. Y. . h
sponsibility in the matter. The abolition of drink an;l st}?: igual t.r ©
rooting

A
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of untouchability are the needs of the hour. In the past temperance
work was undertaken on a co-operative basis. Land has been cultivat-
ed and the cultivators have been charged to be abstemious under the
inspiring teachings of sympathetic co-operators. Co-operative Educa-
tion and Co-operative Sanitation have somehow receded into the back-
ground. The health and baby week is no doubt gaining in popularity,
but the official auspices under which it has had its inception has some-
what made its progress artificial and at times mechanical. What such
beneficent movement requires is the personal element such as the mem-
bers of the Servants of India Society have imported into their cherished
tasks. Who can say that the Seva Sadan of Poona which owed its birth
to the originality of the late lamented Devadhar has anything of an
artificial or mechanical nature about it ? It is a soulful institution and
likewise is the Women’s University of Dr. Karve. It is such institutions
that the Co-operative Movement must encourage. Of course the ini-
tiative must come from the people and the Co-operative Department
should extend its auspices and support to the movements so inaugurat-
ed. This requires men of outlook and imagination both on the non-
official and the official side. Mere rigidity of discipline or correctness
of finance goes but a short way in initiating such constructive efforts.
Financiers and diciplinarians, auditors and inspectors are all necessary
even for such social regeneration, but they alone cannot start it.

Special facilities must be contrived to help the Harijans. For long
have they been merely left to quaff up the turbid waters in tail-end
channels of Co-operation, or been thrown on the charity of Christian
Missions. They should either be incorporated into the regular Co-
operative Movement or if the Department observes untouchability in
its own turn, it must carve out first-class institutions for the exclusive
service of these forlorn folk. What the Harijans want in particular is
co-operative land-owning. The land that was given to these landless
Harijans was charged with the condition that it could not be alienated
for ten years. Yet, if a census is taken to-day of land given by
Government to them less than ten years ago. the truth will be ok-
vious, namely, that most of it has changed hands under various guises
which follow in the train of legal barriers and are intended to circum-
vent them. Land should not be assigned to the Harijans individually,
for that would only put temptation in their way to capitalise its value
and convert it into cash. At best, even a well-meaning attempt to ‘cul-
tivate it would involve the poor devils in indebtedness which would
consume the wretched land and its wretched owner. Land must be
assigned to a co-operative society of groups of Harijan families who are
only lessees of the Society which owns the land. Each individual should
have a living interest in cultivating the land but cannot alienate it.
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After the land is fully reclaimed, ownership may be passed to the indi
vidual members. In the meantime cultivation would be carried on i-
a co-operative basis, with joint bulls, seeds and implements. S ahon
scheme was suggested to the Madras Government when the n uMc ;
ford Ministry was formed in 1921, but it was summarily tur e\g 3 ont-
Perhaps it appeared to be smacking a bit too much of sociali:nel o

There are other ways of assisting the Harijans by constructi
operative colonies and co-operative house-building. As ;h‘LC mgA co-
they have no dwelling sites and cannot either extenci their ngs st‘and
plot of village site, nor acquire any outside its boundari ancient little
problem that confronts the Harijan to-day is the problenies'f The one
build a hut,—not how to build it—and this complex proble(;n \:;frsn;‘o

J

be solved by indenting on the resourcefulness of the Co
ment.

-operative Move-
A rapid and cursory study of the problem brings to light so many

of its aspects in respect of which Co-o i
-operation i i
How shall we then utilise this ray of light ? e 2 possible solution.

. We should wi :
dence in the first place of the Congress in the Co-operatixnbl;(l)lserc:nf‘lt.
ent.

The recent officialisation of the Mov

. ement, which had b ;
?f suspicion all alo.ng, has only helped to intensify the feel?:n 't;nd.ob]ect
in it engendered in the minds of Congressmen 1 of cistrust

operative Department must proffer itg help to t On its part the Co-

. . he
enable it to bring its constructive activities un, der ﬂseOI;irsepsisc SO ?st }11;0
es of the

Movement. Therein lies a guarante ili

of a sense of responsibility, On thee :ifl:ti?lltl}tlz %Sorvlv s 3 certalnty
of the Congress must recall the undeniable fact that eg I‘ESS,' the le?defs
the red hot days of Bolshevik Revolution, the two in: t"t’er} n Russia, in
left intact were the co-operative institutions and thest;xutlons t hat were
ties. It was the sense of equality that forms the basi eoiophlcal socte-
?f institutions that must have endeared them to’ th e th.e t o sets
in Russia in 1917 to 1921. If that is so, why should ‘:hvalnda'hStlc f<?rces
Congress fight shy of the Co-operative Movement ; eI n(.i!.an Mational
its quasi-official character is an aspect which engend:r ncia '?' E\{en if
.the Movement, we are sure, will be restored to its forx; Sus'pwm? iy
independence, the moment that earnest and well-m er. Dtegrity and
men apply their minds and devote their time t comne Congress-

. oa
nearest to their own hearts, namely, the problem thugs; ::1 tll}elpfzoblem
plift.
Rural Uplift can no more be achi
eved by utteri
phrases any more than Swaraj can be attained by pa ::ilglgtell—mouthed
solutions. Day-to-day work, hard work in the slush of villonorous re-
be done and to do such work systematically an existi °ges, has to

may profitably be taken advantage of. For thig purposenga ;)i:?::i sation
’ n must

<

et
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be established between the Congress and the Co-operative Movement.
There are doubtless half-a-dozen men in the front ranks of public life
in each province who are equally interested in both Movements. Their
good offices may be employed in dispelling doubts and suspicions and
in bringing the two wings together. Such a fraternisation will neces-
sarily throw new light upon the best manner of promoting the ideals
common to both by methods appealing to both. The conclusions ten-
tatively reached by such joint deliberations may be placed before the
respective bodies, the Congress committees on one side and the Co-oper-
ative Conferences on the other. There will then come into existence
5 new momentum in the land for which the Congress will contribute the
dynamic force and the Co-operative Movement will contribute the ne-
cessary mass. And this co-operative mass into (X) Congress velocity
will yield the required momentum which will propel the Movement of
Rural Reconstruction, Moral Regeneration and Economic Uplift, beyond
all expectation.

The Co-operative Movement is at least open and ideal in its aims
and objects. It is national and not sectional . . . Our intransigeants and
extremists of all parties are not hurt or wounded by their adhesion to

the co-operative ideal.
A. E. (G. W. Russell).



DANISH CO-OPERATION AND THE AGRICULTURAL CRISIS
By

Miss Marcarer Diggy,

Secretary, Horace Plunkett Foundation, London

Denmark is justly famous as the country which surmounted a great
economic and technical crisis through co-operation. It is one of theg fe?
countries in which a peasant economy has survived the strain of ¢ o
petition with large scale mechanised agriculture overseas and has ]ic\)zmci
on to the present day, not as an exotic sheltered behind tariffs a;d
nourished with bounties, but exposed to all the blasts of international
competition. Moreover, the peasant life that has gone with it has been
lived on a plane of culture and prosperity which few even of the most
sedulously protected countries can rival. The story of the Danish a :
cultural revolution has often been told. Most co-operators, at least kri;o .
how in the latter half of the 19th century Danish mixeél farmh;g w:.:,
threatened by the cheap produce of the American continent and how
instead of throwing up a barricade of tariffs or abandoning agricultur
for industry, the Danes set themselves to devise an agricultural systeni
so efficient that it would not only compete successfully with the over
seas producer but would even throw open the land of Denmark to 1-
ever large number of free and prosperous peasant cultivators TI?:
end was achieved through specialisation in dairying and the allied in.
dustries of pig and egg production, and through the applicati m;
co-operative methods to all branches of agricultural business. e

For nearly two generations the miracle of common sense worked
Now once more a crisis has come severe enough to threaten Da eh
agriculture and the foundations of Danish national life. Danish mS.
culture has been built, and for years it has seemed built uns}; kalfln-
on two things—a prosperous and growing industrial population i: (? u
Britain and, to a lesser extent, in Germany and a free access (relati reat
free in the case of Germany) to both these markets. These conz.?’e]y
exist no longer. Industrial populations have ceased to be pro " ons
or to expand while more and more Germany and Great lgritsl.) erous
reserving their home markets for the home producer. T, the Daln are
home market—consisting of little more than the city of Cq it hane his
has never been important. penhagen—

Selling in a market where prices were high, either throy h
perity or, during the war years, through scarcity, s Deote

the Danj
developed a highly capitalised production. Returns jusfirf;les;l S:Ple
0s%

"
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any expenditure which would increase the output of the limited Danish
acreage and the relatively unfavourable Danish soil and climate. The
result of combining capital with brains was the much admired technical
development of the last fifty years—scientific breeding and feeding, use
of artificial fertilisers and imported feeding stuffs, introduction of
machinery and the general excellence and order of farm buildings and
appliances. Further, farming was recognised as a profitable and con-
sequently attractive occupation. A demand for holdings arose and
large estates were broken up, especially just after the war, sometimes
privately, sometimes by government. For many years indeed the State
had deliberately aimed at increasing the number of peasant holdings.
In addition, many farms changed hands, farmers retired and transferred
their land to their sons in return for a money payment ; childless men
sold their holdings to strangers. To a very large extent all these tran-
sactions were carried out on borrowed capital—a perfectly justifiable
course if only the Danish farmer could have relied on the continuance
of free trade and industrial prosperity. No co-operative credit societies
exist in Denmark on anything like the Indian or German model. Their
place is taken by village savings banks, which are not purely agricul-
tural in character and which are occupied rather more with deposits
than loans. There are also semi-private credit institutions for mortgage
loans which, though not co-operative, are reputably run and have in
some degree a mutual character and a majority of farmer-investors. In
addition, new holdings acquired through the government or paid for
on an instalment plan and so may be said to have been acquired on
capital borrowed from the State.

The Danish farmer was caught by the slump in its cruellest form.
Entirely dependent on world markets, he had to face an unprecedented
fall in prices coupled with a growing measure of exclusion from the
markets which he and his predecessors had built up by their own skill
and industry. No hopeful alternatives presented themselves either at
home or abroad. At the same time, working costs were high and were
coupled with a heavy burden of mortgage charges and a fairly high level
of taxation.

What was the effect on the Danish farmer and his organisations ?
As the crisis developed, it is not surprising to find that there was a slow-
ing down in the payment of farm interest, loan instalments and taxes
and an increase in the average credit (formerly one week, now three)
outstanding in societies selling agricultural feeding stuffs. The State
intervened as early as 1933 to reduce taxation, to suspend for two years
all payments due to credit institutions, a State guarantee being given
for ultimate repayment, and to reduce the rate of interest on such loans
from 4 per cent. and 5 per cent. to 3% per cent. In estimating the
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benefit of these provisions it must not be forgotten that th .

investors in the credit institutions are the village credit balelkprlnclpal
in turn are based on farmers’ deposits. At the same time th N fWhmh
did what he could to cut down the costs of production The Y
imported feeding stuffs was reduced, tillage was increased .and e.lllise of
put was allowed to fall through a reduction in feeding and robmllol s
a reduction in the number of cows. Fewer young animalspwm«: rZa:lS;

Many farmers, of course, also fell back on their i
! sav. i .
the bad years. ings to tide them over

The ‘posmon of the farmers’ co-operative societies has been some
what different. Danish co-operative societies, with the exception of a
few urban consumers’ societies, are organised on a basis of unlimited

liability. At their formation not even a nominal subscription was re- %

quired from members. Fortified by their unlimited liability, the 2
able to obtain all the necessary capital on loan from priva’te b: liverv
loan which was gradually repaid out of profits. There was nonS:, ta
aid, and at no time did the the bank exercise any control over the borr -
ing society. Later, a special co-operative central bank was formec;) V;’;
promote co-operative trade, but it never played more than an auxilia;v
part. With so flexible a system of finance and with the justly famou.-"
efficiency of its management, the Danish co-operative movement, as ::
business institution, was able to withstand the strain of a world’ price
crisis without a crack. If its aims had been merely commercial and
self-sufficing, it might perhaps have continued to function unmodified
Its purpose, however, was not a business success, but the continue‘.
prosperity of its farmer members, and here it was called on to p] ?
national part. e

The three main products of Danish agriculture are butter, bacon
and eggs. All three have been affected not only by the fall ir: prices

but also by the prohibitive German tariffs and the British tariffs and -

quotas which, though milder in themselves, affect a larger voly

produce. As early as February 1932, an ad valorem duty of 10 pe me of
was imposed on all Danish imports into Great Britain, with thz R
tion of bacon and ham. In the following November a temporar e;(Cep-
quota was imposed by Great Britain in connection with the yOt:1 -
Agreements. Danish imports were considerably reduced. I Aaw.a
1933, the Anglo-Danish Trade Agreement was signed by .whin h oL !
provided that for three years there shall be no duty o’n bacon ) ;: ;
and that the quota for these commodities shall not be less thanoéz o
cent. of the total permitted foreign imports. A bulk total was als ﬁper
for butter and eggs. In November 1933, the English Pig and OB xed
Marketing Schemes came into force. In the first months of th hacon
the estimated supply of English bacon pigs was greatly exc:ecsl.::der;lr(:;
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the Government was obliged to restrict foreign, that is largely Danish,
imports. A cut of 16 per cent. was imposed in February 1934, but was
somewhat relaxed a year later. In the summer it was announced that
from 1936 imports would probably be increased, subject to a small levy
to be used for the assistance of the British bacon industry.

To meet such a restrictive and, it must be admitted, fluctuating
policy in England, very careful organisation was necessary on the
Danish side. For some time a Union of Bacon Factories had existed
for advisory and general purposes. In November 1932, it was laid down
that all bacon exported to England must be sold through the Union,
which thus became the agent of 62 co-operative and 23 private factories.
All these surrendered their own connections, though everything was
paturally done to leave channels of trade as undisturbed as possible.
Bacon was purchased at a fixed weekly price and the full quota sold
week by week to England, the remainder being disposed of, frequently
at a loss to other countries. Home sales were unaffected.

Such a scheme would have been financially unworkable without
provisions for price equalisation and, even more important, for limita-
tion of supply. The first was achieved by a levy of 2 Kr. on every pig
slaughtered, which was used to make the price of all exported pigs up
to the English level. Reduction of output was applied in the first
instance to the factories, the quota being allocated weekly amongst
them on a basis of the previous week’s killing, together with stocks
held at the factory. Cuts were severe, sometimes amounting to as much
as 50 per cent. and in the first three months of 1933 total output amount-
ed to little more than three-quarters of the total for the same period in
1932. The sacrifice, however, was justified by a rise of nearly 50 per
cent. in the price.

Control of the factories could not, however, have been sufficient if

'the individual farmer had been left unfettered, and in April 1933, a

figure was worked out for the permitted sales of each of the 220,000
Danish pig farmers. The figure was based on 18 separate factors, in-
cluding the previous year’s production, value and area of farms, cows
kept (4 pigs to one cow was considered a suitable ratio), skim milk
available, etc. A provisional reduction based on rough calculations
was enforced in the spring to stem the rush of pig production, and the
full scheme came into operation toward the end of the summer. Tickets
were issued for every authorised pig, and without a ticket no pig was
accepted at full price by the factories. Farmers were free to produce
more pigs, but with the knowledge that they would only get half price
for them. In this way, an orderly reduction of pig production was se-
cured almost entirely through co-operative machinery with a minimum
of State authority in the background. It was hoped at first that a
3
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reduction of 20 per cent. might be adequate. Actually the reduction
has been from 5.5 million animals to 3 million or over 43 per cent., but
at the same time prices have so far risen that it is believed almos.;: the
same returns are received on the smaller output. -

No steps have yet been taken to regulate the dairy or poultry in-
dustries, but with the known trend of British agricultural policy and
the approaching termination of the Anglo-Danish Agreement in A ril
1936, it is not improbable that similar co-operatively-adjusted restﬁi
tions will not have to be carried through. As might have been ex ecteg_
the Danish co-operative movement has proved itself equal to cI;eal' )
with the mechanical problems of the crisis. The position of the ; lgg
vidual societies is sound and there has even been a healthy increa o .1-
co-operative undertakings, especially consumers’ societies, e

have all contributed to this result, and something must also be said for
the inter-locking of co-operative business which allows, for instance
the local requirements society which has difficulty in collecting a debt,
to apply to the creamery of which the defaulter is a member and u;
claim payment from the milk money due to him. Co-operative socie-
ties, moreover, exist essentially on a basis of commission for services,
and provided the value of business passing through their hands does
not fall so rapidly that they cannot adjust their running costs to the new
conditions, high or low price and large or small output should be re-
latively indifferent to them.

Such considerations, however, can never be a matter of indifference
to the farmer, on whom, ultimately, falls the full burden of lowered
prices and reduced output. Limitation of output may have been loyally,
‘but it has not been willingly, observed, and as recently as August 1935,
a surprised world heard that the Danish farmers, hitherto deemed the
most peaceable and contented of mortals, had gathered 50,000 strong
at the palace of Amalienborg, to present to the King a petition for the
relief of the agricultural population. The survival of the Danish co-
operative movement may not be in doubt; it is the future of the Danish
farmer, or rather of the Danish dairyman-pig-keeper that hangs in the
balance. In the early days of the crisis that future was held to depend
on three factors—the costs of production, the discovery of outlets other
than the British market and the level of world prices. Something has
already been done, not least by co-operative means, to reduce the costs
of production, and there is room for expansion in the membership both
of agricultural requirements societies and of rural consumers’ societies.
In spite of such possibilities, it is still regarded in Denmark as mora
than doubtful if the co-operative organisation of one country, however
well-developed, is capable of reducing the combined living and produc-

The 1
of members, the experience of committees, cheap and elastic ﬁ(ﬁ::i g 2
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ing costs to a level which would make production profitable at the new
world level of agricultural prices. The search for outlets alternative to
the English market has not proved very hopeful, since wherever some-
thing above the world price prevails, it is only behind a tariff or other
barrier too high for Danish produce to surmount with any profit. The
sale of pig meat in European markets is still definitely subsidised from
the English price. Something, it is true, has been done with the home
market which is relatively free from foreign competition and where
prices are fairly high and will probably, though with reluctance, be
forced higher in the interests of home-grown corn and dairy produce.
The Danish consumers’ co-operative movement has also done something
to facilitate the sale of home grown produce, and a proposal was put
forward for the opening of special stores for the sale of agricultural
goods. But the consumers’ movement is strongest in the country pre-
cisely where no one needs to buy such produce.

There remains the crucial question of the level of world prices.
During the last three years these have shown little sign of
returning to their old level. Three years ago a Danish author-
ity prophesied that without such a readjustment Danish agri-
culture could not survive more than two years in its pre-
sent form. That period has already been exceeded and there
are signs that Danish agriculture is once more on thé brink of a
revolution, commercial, technical and probably also fiscal. Already
there is a move towards market gardening and more intensive agricul-
ture. In 1934 the President of the Royal Agricultural Society of
Denmark, wrote :—“ A number of measures aiming at economic self-
sufficiency:..... will be applied partly by agricultural organisations,
partly by the State and partly by joint action. The number of milch
cows will be reduced by 15—20 per cent. Pig-breeding will be regu-
lated and the import of feeding stuffs such as maize and corn reduced
as far as possible by increased production of home-feeding stuffs. A
rise in the price of agricultural ﬁroduce in the home market by means
of regulations is also proposed, and a series of measures are to regulate
and reduce agricultural debt by the lowering of interest rates and the
granting of a period of respite to farmers in serious difficulties. Re-
striction on foreign imports of all kinds must be applied.”

Danish reliance on internationalism and free trade, triumphant for
so many decades, has at last been undermined, but if the Danes reluct-
antly enter that system of closed national economy to which nation
after nation is submitting, they at least carry with them the tradition
and the machinery of co-operative service and co-operative discipline,
while the good wishes of all who in the past have learnt from their ex-
ample will go with them in their new contest with adversity.



CO-OPERATION IN PALESTINE
By

Dr. GyaN Cuan,
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The Co-operative Movement in P

fgat.ures of its own which make it different jn several r ts
similar movements in other countries, Elsewhere co-o0 espe‘f‘ N r}?m
almost invariably been a method of self-defence adopted iera}ion 1l
man against the gigantic forces of mass production I;ed . t‘  smal
clflan‘crationf oi economic power which goes b arowing con-
the part of the small producer to co i :

to struggle and find a place for hi;:etlefr itrtle;uc:dl:eicsoagamSt which he has

it increasingly difficult for him t . nomy which renders
forces. 0 hold his own against its centrifugal

alestine hag some distinctive

In its origin and development it hag
to the peculiar conditions in, which t
taking place in this country. When th

a new impetus to the Zionist Mov

the age-old passionate longing of tl:n .Ie}:\tvsar;gr T;l:g;r:}:e rial.isat%on (.)f

homeland a practical possibility they had ae a matter Oft - hl.StOI'lC

devise measures by which the immigrants to thig counot. necessity to

a firm foothold in it as quickly as possible and develo - C?l'ﬂd find

their stable and well-organised existence, It was realifec;:otr}liltt IS}I:S o
e pe-

culiar conditions, under which the settlement of the Jews had to tak
o take
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. tine, v for the pion,
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em-

selves under unaccustomed conditions and consolidate their iti
Co-operation was, therefore, for the Jews a measure for eng I_)OSItlon.
uring suc-

cess for their movement and providin;
' g favourable iti
realisation of their dearly-cherished aims, conditions for the

taken a course of its own owing
he colonisation of the Jews is
e War and its consequences gave

That is the reason why the Co-o
which is an integral part of the av
Federation, has received assistance a
National Organisation—the Zionist
is not the development of a co
of the return of the Jews to Pa
operative Movement is by no
object. Private enterprise is,

perative Movement in Palestine
owedly socialistic Jewish Laboutz
nd encouragement from the Jewish
(?ongress—whose principal object
-operative economy but the organisation
lestine from all over the world. The Co.
means the only means of realising this
even in Palestine, the ordinary method

with it. It is an attempt on
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through which the resources of the country are being developed; but
co-operation occupies a place in the Jewish economy which gives it and
the economy itself a special significance and makes its future a matter
of speculative interest.

The form in which co-operation has achieved most important re-
sults in Palestine is the development of agriculture through co-operative
agencies among which are included colonies in which an extreme form
of communism is being practised and there is no private property of
any kind and those in which farms are individually owned but a very
large measure of co-operation is practised in production, purchase and
sale. These settlements cover a large area and are producing results,
material and moral, which are both remarkable and illustrative of the
forces at work in Palestine to-day. These settlements call, on that
account, for a fuller treatment than they can receive in a short article
dealing with all other aspects of co-operation ; and I, therefore, propose
to leave them out in this article,

The other forms of co-operation may, however, be briefly deseribed.
The Co-operative Movement started in Palestine as an experiment in
consumers’ co-operation. In the early stages of Jewish colonisation il
was felt necessary to combat the evil of speculation in food prices and
supply the workers with the necessaries of every-day life. With this
object in view was founded ‘Hama-shabir'—the Palestine Workmen’s
Co-operative Society. Later the Society extended the scope of its acti-
vities and undertook not only the supply of foodstuffs, household goods,
clothing and implements but also marketing of the products of the agri-
cultural settlements. The latter aspect of their work grew so important
that it had to be separated and a special organisation created for the
purpose. Hamashabir was thereby converted into a wholesale society

- of consumers’ co-operatives in order to help in the inception of retail

societies and co-ordinate their work by acting as the central depot for
the supply of goods and clearance of ideas. This function Hamashabir
is discharging well and now it occupies the position of the parent or-
ganisation of the whole Co-operative Movement in Palestine.

But the organisation which has acquired greater importance and is
more in evidence than any other co-operative is Tnuva—the Co-operative
Marketing Organisation of Jewish Agricultural Settlements. This co-
operative has, as mentioned above, grown out of Hamashabir, but now in
the extent and the variety of its activities it is playing a more conspi-
cuous role in the development of Palestine, and owing to its being the
agency for the disposal of the products of the agricultural settlements,
it performs a very special function in the promotion of the objects of
the Zionist Movement. Tnuva was established in 1926 and since then



29 THE INDIAN Co-OPERATIVE REVIEW

it has made rapid progress. It deals in vegetables, table grapes. b

nas, poultry and in particular milk and milk pr(,)ducts- o mana
establishment the value of milk sold through it has incre,
(Palestinian pound which is equal in value to P .
23,400 to £P 42,426 in 1933 of milk products from £p
and of other products from £P 4,912 to 72,432. The
are not yet available, but it may be as
been more than maintained and the
assured basis.

and since its
sed from £P
ound  Sterling)
11,808 to 92,054

figures for 1934
sumed that the pace of progress has

organisation placed even on a more

Tnuva consists of three main district associa
one central organisation. There is a considera
lisation in matters which do not affect the orga
in the developments of new markets or matters
sction and involve questions of policy, the central organisation i
control and provides for the adoption of effective measures ’I?}Ter}()ns?s
principles of Tnuva are laid down in its constitution and azze' o e

tions which work under
b?e amount of decentra-
nisation as a whole ; but
which require concerted

(1) Tnuva deals in the products of its mem
members are obliged to deliver to Tnuva their en
who fail to comply with this rule are expelled from the Societ
The dealings for members are based on co-operative fl’}e y. (3)
The members of Tnuva are, in the main, the settlements of t;-lnesl:]. (.4)
workers in Palestine, i.e., those who work themselyes and do note ewlxsh
hired labour. Other settlements which employ Jewish organi delmp oy
are, however, also accepted. gantsed labour

bers only. (2) The
tire products. Those

These principles are carried out in actual
only that the organisation must retain its essen
acter but also enable it to become the only ag
the products of the agricultural settlements.

practice and ensure not
tially co-operative char-
ency for the disposal of
These facts give it a place

of growing importance in the economic life of Palestine and place it in ¥

a position to play the role of the premier co-operative in

the de -
ment of the economic resources of that country. velop

Tnuva is a co-operative sale society, though it has some productive
functions as well inasmuch as making of milk products ig practicall
in the hands of Tnuva itself. But for producers’ co-operative there .y
a separate organisation called Merkez which has got its own bank f is
granting long-term loans for initial investment at a low rate of intereotr
There is another financial institution called Kupat-Hal-Ko-operatiy st.
which assists in the establishment of the new co-operatives of produc::-ll

The new institution is only one year old, but it hag

alre
good work in stimulating the development of co-operat ady done

ives for pro-
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ducers. There are 74 producers’ co-operatives, and they cover a wide
variety of activities like foundries, installations, printing, shoe-making,
bakeries, restaurants and clothing. Most concerns are medium-sized
industries of which there are quite a large number in the vicinity of
Tel Aviv—the new Jewish town which has grown with astonishing
rapidity in the last few years and become a centre of all that is best in
Palestine.

Special mention has to be made of the Transport Co-operative which
is very highly developed and provides excellent auto-bus service within
the large towns and also inter-urban connections. These buses are
cheap, comfortable and very satisfactory in every respect. Transport
by road has become very easy and convenient in Palestine. That is due
to good roads, in the making of which the early settlers have taken a
prominent part.

There arc three other forms of co-operatives which owe their exist-
ence to the special conditions prevailing in Palestine and may be briefly
described. Owing to the expansion of agriculture not only by the
co-operative effort but also by private enterprise, there are quite a
number of estates whose proprietors do not reside in Palestine, and
which, therefore, require looking after. In order to meet their needs
Yakin, or the Agricultural Contracting Co-operative Society, has been
formed which undertakes different types of works like plantations of
nurseries, orange groves, vineyards, almond groves, bannana groves,
the development and supervision of fruit-bearing plantations, seasonal
harvesting work, afforestation and general supervising work. This is
an attempt to combine private ownership of land with co-operative
inanagement which shows the capacity for adaptation of the Co-opera-

_ tive Movement to the diverse conditions under which it has to be

developed. The co-operators in Palestine do not regard it as an un-
mixed good, but they are using this arrangement to increase the number

of the Jewish settlers on the land.

Palestine is known for its oranges; and the extension of orange
groves and export of oranges is one of the most remarkable features of
the economic development of Palestine. Until 1928 the export trade in
oranges was practically entirely in the hands of the private trader; but
since that year the co-operators have entered the field and the three
co-operatives referred to above—Hamashabir, Yakin and Tnuva—have
by their joint effort formed another co-operative for the co-operative
export of the citrus fruits. This co-operative is called Hyt and its shares
are held by the other three co-operatives. In 1933 Hyt exported 20,000
cases of oranges and in 1934 over 230,000. Over 50 per cent. of the ex-
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ported.oranges were drawn from the g
plagtatlons cultivated by Yakin
agrlculjcural research, which is be
most vigour and ability, is the dj

gricultural settlements and the
pne of ’Fhe most important results of
Ing carried out in Palestine with ut-

% far oo : discovery that a lot of land, whicl '
garded as uncultivable, is sujtable for the cultivation of or;nv;j::

and gra its -

Vatioi i sf’zrf;lcl;It)Z l,cezzinfi i;rlen a m;)re rapid development of citroys culti-
In the near future. It mg b

: . . v be confid

that Hyt will have itg full share in this development ently expected

Another co-operative,
brought into existence, is

of Tel Aviv. The building trade has expanded ver

its many and substantial i i

ae . ial achievement

b f;:nyeo;itie Sul-ld to become an important factor in the Sll),ui;dlsx}: i
S ational Home. The style of architecture adoptei I;Il:

P . M
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to it a promising sphere of wo
cultural value.

. The Co-operative Movement in Palesti
the Jewish Labour Federation whos
. e declared policy i i
establishment of a Labour Commonwealth baseg upznlst}:: epiilt:{n?te
iples

of work and co-operation, is to be j
: s e judged not merel
transacting business or safeguarding the interests ! trg o heans of

tine. What are the prospects of the C .

) : o-operative Movem .
st:jmdpomt. ? It is very difficult to make any statement ?r?t from this
this question which is not subject to numerous qualificatj answer o
three statements may, however, be hazarded. ons.

The Co-operative Movement has grown out of the vita]
the Jewish people in Palestine and is not merely a meVl L oeds of
protection of the small producer against his formidable i§ur1‘3 for th‘e
inspired by motives which are very much wider than thos WahS., T s
brought into existence and sustained similar movements eell o have
is wisely led and well organised and has in it possibil‘tiezezvfh;re.th .
i urther
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growth, It is functioning in an atmosphere of faith and hope; and
owing to the successes, which the Movement has already achieved, and
the existence of conditions which are distinctly favourable for its de-
velopment, it has confidence in itself and is full of optimism about the
future. Its leaders and members are, so far as I could gather, really
co-operative in spirit and are not merely using co-operative technique
as a measure of self-defence. These are the points—and they are
important points——in its favour.

But in spite of these advantages it seems doubtful whether the
chances of the Co-operative Movement being able to establish a co-
operative social order can be regarded as assured. Even if the whole
population of Jews in Palestine is brought within the ambit of this
Movement and adopts its principles as the basis of its economic life,
it cannot create a new co-operative order. The Jews are at present
nearly one-fourth of the total population of Palestine and the rest are
all Arabs. The latter are not only entirely outside the sphere of the
Co-operative Movement but are actively hostile to the theory and
practice of the Jewish settlement in Palestine; and as the economic
system of Palestine cannot be run only by the Jews, the possibility of
the Co-operative Movement in that country being able to create a new
economic system is very remote indeed. The Arab-Jew problem is one
of the most difficult problems which the Jews have to reckon with and
for the solution of which they have not been able to suggest any ade-
quate measures, not to speak of putting them into effect. The problem,
as a matter of fact, casts its ominous shadow over the future of this very
remarkable Jewish experiment and makes the prospect of peaceful
development of Palestine very problematical. But even if it can be
solved in other spheres, it is certain that its solution will not include a
degree of assimilation between the two communities which may afford
some sort of secured basis for the development of an all-embracing Co-
operative Movement. The one thing that the Zionists of all shades of
opinions are agreed upon is the need of or maintaining the separate
identity of the Jews absolutely intact by maintaining and enforcing 2
policy of complete isolation. Assimilation is really one of the dangers
—the other, of course, being anti-Semitism, which has given birth to
the Zionist Movement, and any measures which have the slightest ten-
dency of bringing about the assimilation of the Jews with the Arabs will
meet with a determined opposition of the Jewry everywhere. Pales-
tine, therefore, must remain, as things are, a country of two nations,
which may, if the present auguries turn out happily to be all false, be
able to develop a system of common administration but cannot have an
organic unity. That fact makes the development of an integrated Co-
operative Movement for Palestine as a whole an utter impossibility.

4
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with a brief personal remark. This article

is based on the impressions of the Co-operative Movement received
during a short visit to Palestine. I was out on a holiday and saw what-
ever came under my observation. The visit was cut short abruptly by
an unforeseen event and, therefore, the opportunities of having a better
view of the economic life of Palestine were lost. The readers of this
Journal will kindly make allowance for this fact in assessing the value

of my observations in this article; but, 1 hope, that they will get some

idea, howsoever inadequate, of the impulses which have brought this

Movement into existence and shaped the course of its development—

in this wonderful little country.

1 must end this article

Three men were engaged in building operations. On being asked

what they were doing, the first replied : Mixing concrete ;
« Farning my pay ; » the third, « Restoring the old Cathedral.”
Can we not look upon our work in the Co-operative Movement in
the same spirit as the third workman looked upon his wOT
the old cathedral? Cannot we look wpon O

building up the new social order?
The Co-operative Review

” the second

I as restoving
r work as a share in



LAND MORTGAGE BANKS AND DEBT CONCILIATION BOARDS
By

Mr. V. K. Soman,

Chairman, Land Mortgage Bank and
Member, Debt Conciliation Board, Mehkar (Berar)

The Government recently established several Conciliation Board
in Central Provinces and Berar with the object of relieving th e 1S
turists from their debts and to meet the unprecedented situgati : agmcuci
by the present world wide depression and low prices T}clm c];eatfl
though not perfect under the Act, are doing best servic;e i ';1 e o
sphere. There is no sanction under the Act to make the EI; glr ore
effective and useful. As a further measure to meet the reoaI: - monts
of long-term credit and thereby relieve the indebted agri qllilre.ments
their debts, the Government has established about tei liu 1(111'15118 o
gage Banks in Central Provinces and Berar guaranteein an' 11\/101'1:-
interest to the extent of 50 lakhs of Rupees. These Bank ghCaplta and
started work in two places at Mehkar and Amraoti.  have already

The experience of the workin .
not encouraging as expected but if izf n:)}xl::sehoggg tI}?ankS TS
working will further improve and better results will b at th.eu'
ed in view of the new changes made in the rul o
twenty instalments, seven per cent. interest, and the raie S such 35
limit and percentage of loans. The present policy of the S(l;ng of loan
is to open a Land Mortgage Bank at a place where 3 Debt Coveljrfm?nt
Board is already started or to start a Debt Conciliation B gnmhatlon
Land Mortgage Bank is already working. The intention s 6 _Whel‘e y
The Government expected that still better results would 1; Qu1te. clear.
this happy union of both the institutions at one centre W'fhcomlng by
object in view the Government appointed one repr.esen; ti e bove
Land Mortgage Bank on the Debt Conciliation Board. It tive of the
that the debtors would be still more benefited by fu-rth oy exPectt?d
their debts if cash amounts were paid to the creditors 'chfr r;ductlon a
Mortgage Bank. This expectation was based on the aso o t}.le Land
the creditors would be ready and willing to make substan:}nflpt:;m ?hat
in their ¢laims with the hope of getting cash instead of lonla' ot ;mtlons
But this was not fulfilled as will be seen from the practicillnSta nfents.
gained in the one year’s working of the Mehkar Debt Conciliat(;:?e]?:;:

In the beginning the Debt Conciliation B ;
) ) oard prevailed u -
tain well-to-do debtor-applicants to present applications to t}I::nLifd
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Mortgage Bank. About 17 such applications were received by the Land
Mortgage Bank and enquired into. There was not such appreciable
reduction in the claim as was expected though cash amounts were to
be paid. The applications received by the Land Mortgage Bank could not
pass through all the tests prescribed and the bye-laws. Many of the
applications could not stand the fire of scrutiny of past history of re-
payments and loans. The general experience of Debt Conciliation
is that the history of repayments of the applicants is very discouraging.
This no doubt is due to the present depression, low prices and continued
bad years. Many are over-indebted, while many well-to-do persons
have not been able to make any repayments during the last 5 years as
there was no margin left. Out of all these applications only one came
to the stage of financing. Two applicants withdrew their applications
and others were filed by the Bank. This is the short history of the
applications received through the Board.

The procedure followed by the Debt Conciliation Board while con-
ciliating the debts and fixing the definite amount due is as under :—
According to the Act, the creditor has to submit all the details of his
claim against the debtor. On receipt of all the above information the
Board proceeds to verify the amount claimed by the creditor from his
account books. While verifying such claims, repayment, consideration,
terms of contract, interest, and duration of the transaction are all taken
into consideration. The Board while fixing the claim does not allow
more than six per cent. rate of interest, simple, on old accounts and
nine per cent simple on cash account. The amount so arrived at is
fixed, after deducting the repayment if any. The percentage of reduc-
tion in the original claim of the creditor is generally between 30 to 40
per cent. This amount is then spread over a number of instalments,
according to the amount, over a period of five to twenty years. These
instalments as a rule don’t carry any interest, and in some cases the claim
is settled by the transfer of land. Generally mortgage claims are settled
by transfer of land as the mortgages have as a rule a condition of fore-
closure. Simple money claims are in rare cases settled by transfer of
land. Big money claims are settled by transfer of land in few cases.
Big claims are generally fixed on the basis of the repaying capacity of
the debtor. This repaying capacity is generally taken to be between
four to five times the land revenue to the extent of Rs. 100—his repay-
ing capacity will be roughly fixed at four to five hundred rupees per
year. The above will give a clear idea of the lines on which the con-
ciliation work is conducted.

It is the experience of this Board that the debtors are willing to
pay a higher amount if the instalments extend over a longer period ; but
are generally reluctant to pay a lesser amount with a shorter number of
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Lx;)sltizg?iii‘;s.re:‘ill:rtl‘zaso}r: forﬁthi; ifs that they are not sure to meet their

. when fixed for shorter periods. In some ca i

ii ff)u;ld th.at the:y ar? prepared to give bigger instalments than ff)isegfrﬁ
eir and in satisfaction of their debts. The debtor-applicant

willing to tgke a loan from the Land Mortgage Bank for the foll wing o

sons : The. instalments fixed by the Debt Conciliation Board aowmgl re?—

not carry interest. They are generally fixed for big sums for :Sa ::;;oil C0(13

ten years or more. The Board redu
. - ces th igi i .
tor considerably while fixing the amount e original claim of the credi-

On the other hand if a | i
oan is taken from the Land Mo
' rt
i)e has to pay interest on the amount till the date of repaymengtageHBa}r:k’
o pay entrance fee, wvaluation charges and has to .pur:hazsis

five per cent share. There is also a condition of penal in. %

terest on the defaulted instalment
1I-iqudirements without the Bank’s ::;im}il:sicjrlll.n;iz(}:r;: v ¢ sewhere for his
merrlxt aMngr:)gtﬁi: fin.l; about his assets, liabilities, past history, repay-
ment an etails. In very few cases such satisfaction is possible
c?ssar.y consequence is the refusal of the application. 'Th is
no sucl.l inquiry before the Debt Conciliation Board. Th i o
appreciable reduction in the claim by the creditor t;ve f;l'e e Sueh
cas'h. Ag for creditors their amounts are already re du:ed ll;)ugh he gets
“./hﬂe fixmg their claim and they cannot afford to make § y}:he o
tl.on with the prospect of getting cash. 'The question ofel urt er redl.lc-
big amounts ; these are generally secured and are generoils arises with
the Board by transfer of land which the creditors aﬁ ydsettled b'y
adv:e\ntage. For the reasons given above the debtors f dn' b pelr
get instalments fixed by the Board than to g0 to the Land B!;Ioritga})g(:tlgr ';:)
ank.

he has to satisy the

With the above considerations Timts
n.ot pressing debtors to go to the L:I}ll(; Blzsittgfg(;ngll;t:onl??ard also is
rience 'of this Board that the creditors are not willing t;) I‘{S the expe-
reduction of more than 25 per cent in the claim that II: aﬁe 3 further
Board, even if they get cash. This reduction is not in th xe by the
the debtor also as can be proved by actually working out the {nterest of
figures with interest of the Land Mortgage Bank. Fro t’;l lnstalmex?t
will be seen that the union of the Land Mortg.age Bm '{{ e above it
Conciliation Board has not been able to meet the ex e;nt. and Debt
is to be blamed for that. It is not that serious attem;)ts }? ions. None
made or that the implications of this union have not been ua:; not been
that the creditors or debtors do not understand their own inter:r:tOOd or
experiment so far as Mehkar is concerned has failed and it i sts. The
that this will be endorsed by others also. S expected

o
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DEBT CONCILIATION BOARDS—NEED FOR COMPULSION
By

Mg. P. S. Narayana Prasap, ML.A,,
Andhra University, Waltair.

The problem of rural indebtedness had become a live issue for dis-
cussion by statesmen and economists, and for solution by the State
even as early as the era of the Famine Commissions. Several enquiries
had been made ever since, but the problem serious even in those early
days has been allowed to remain and accumulate within the very’ eco-
nomic fabric that has permitted it to generate and multiply. Most of
the enquiries amount to nothing more than a cataloguing of a number
of “ causes ” that are alleged to be the source of rural indebtedness and
the offering of remedies that are remotely connected with the real causes
—as if the wiping out of the present inflated forms of debt will wipe
out the problem of rural indebtedness itself. What is required is a
greater control of the more fundamental aspects of economic activity.
Nothing short of a scientific reorganisation of the methods of produc-
tion and marketing of agricultural produce, a complete overhauling of
rural finance and a modification of the systems of land tax will be

adequate.

The intensity of the problem is enhanced by the depression com-
bined with the policy of the Government which has regarded it as sound
to screw up the price level to suit the ratio, and to raise the level of
taxation to balance the budget irrespective of what it may mean to the

~ country at large—a policy which is in striking contrast with the policies

of most other Governments. Just as the depression in prices has been
the deepest in India (a fact amply corroborated by the figures compiled
by the economic section of the League of Nations!) the level of taxation
has remained, comparatively the highest, thus engendering a most
serious lag between costs and prices. Thus both circumstances and
public policy have aggravated a malady which is already serious and
has forced itself on the attention of nearly all the provincial Govern-
ments. But unfortunately the attempts made by the various provincial
Governments and Indian States to solve this problem, although actuated

en made by the present writer in an

1 A fuller analysis of the same has be
in the Mysore Economic Journal for

article entitled the “Depression in India”
March 1934
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by the best of motives i

a .
the real moop re inadequate and hardly touch the fringe of
Indi;n élfarly .all the bigger provinces in India, and in many forward
Othernh ati);es like Bhavnag:flr, Mysore and Travancore some attempt or
oiber a}cs een @ade at setting up Boards for Conciliation of Debts thus
ain g o eradicate the evil. But Conciliation Boards, although they
they ebiuccessful (a hope that is itself not very rosy), only approach
he problem from the wrong side in trying to cure indebtedness rather

In nearly all the Conciliation Board
or are about to be set up the hope is fix
to conciliate between the debtor a

s that have so far been set up,
ed on the ability of the Boards
nd the creditor without being able to

- ‘ the award of t
the various Bills have formulated some definite ;llinfic;)?:(:s;;o lgl?idd()ltl}?t
e the

conduct of the Boards in adjustin t i

Bill formulates two main pr]inciplis.helfd Efzz'itof: I;omSt;mce, e Bengal
of the debts are due agree to a certain settlement th e 4(‘) per Sent
not a less favourable, settlement should be bj é  Same kind of, but
creditors. And when creditors to wh n
the total debt is due agree to an a

g on the remaining
10m not less than 60 per cent. of
micable settlement the Boards may

: \ hey think fit i
which the remaining debts will be settled, Bul;e%;:ileni::j t.erms on
isions are

inadequate since they do not form i

not many creditors but only one, oru\ljlli(;t\,;,: ?Z ;fa o ha%pen ¥ there are
of creditors may not happen to be reasonable~asp§1e hal
ed, if the security of the debts is tempting enoy }a:
Committee on Debt Relief lays it down that in maii
the Boards should be guided by consideration of
debt transactions, the amount of interest paid, the amount of

ed interest, the character of the debt (whether securedn o eumulat-
the ability of the debtor, the availability of asgets the n 01;1 “ecured),
and other economic conditions of the creditor anzl so or(:e ,]30ccl'lpa'tion
sidering all these questions a large element of individuai di e oo
the members of the Board, rather than definite principles .lscretlon of
assert itself, and the possibility that the awards of the Boa’rc;s bound to
uniformity of justice as between one creditor and another :ansdmlay ek
they may vary from board to board is real. A mechan’ical it
inspite of its being rigid, is a better workable alternative to Oil‘mcn?le,
permits of the whims and predilections of individual membersi w}im:h
a deciding voice. Elasticity of rules is no doubt convenient but (\)r o
ness in matters of this kind may lead to greater dissatisfactionag;f(i

arge number
¥y easily be expect-
. The Travancore
ng the adjustments
the equities of the
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injustice. The Mysore Committee on debt relief also formulated similar
principles and the same objections hold even there.

The Special Officer appointed by the Government of Madras to re-
port on rural indebtedness makes the suggestion that where creditors
are not willing to accept the conditions formulated by the Boards, the
Government may grant takavi loans to the debtors for effecting repay-
ment to the creditor and for collecting them in a number of instalments
from the debtor. This proposal is workable only where there is a good
security and, there is no reason to hope that in such a case the creditor
will come down to accept any reduced payment of his dues. A second
assumption in this case is that the debtor has ability to repay. The very
fact that a large debt has accumulated manifests his inability to face the
debt as a whole, and what is the Government’s position if the debtor
to whom a takavi loan is granted fails to fulfil his obligations ? The
mere backing of a loan by a security does not guarantee the ability to
repay, because the return from the secured property may not be ade-
quate to meet the repayment of capital borrowed on it.

This naturally leads to the question of the position of creditors with
security. The rights of creditors in this case are ‘governed by the Trans-
fer of Property Act, and the rights will be intact unless the creditor
agrees to waive them. And it is undue optimism to expect the creditor
to come down if adequate security is found for his claims. In case
such adequate security is not forthcoming, the stark realist that he is,
the money-lender will himself agree to such readjustment as is within
the ability of his debtor. In the former case the Conciliation Board not
backed by power to compel is impotent and in the latter, the work of
conciliation is superfluous. This is so clear in itself that no appeal to
practical experience is necessary. But even such experience as we
possess does not belie this apprehension. In a note issued by the Gov-
ernment of the Central Provinces recently where Conciliation Boards
are worked for some time, it has been stated that “ it has been found,
however, that creditors are in many cases apathetic particularly those
whose debts are secured and who can afford, therefore, to refuse to any
compromise.” In that case it becomes clear that all legislation based
simply on the hope of appealing to reason through public opinion is not
an effective remedy and if the provisions are to be useful they should
be based on sound economic principles and take all facts into considera-
tion and secondly, they should bear an element of compulsion. Now the
provisions in the various Acts as regards the second requisite are dis-
appointing.

2 See the Hindu of 24th September, 1935.
3
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oy tﬁ: f;;rc ii;l;:ncslu:zgoz “:):r(clgrr;};f)eiﬁng c::he f:lreditors concerned to abide
e Conciliation Boar
gea§u£es err on the side.of omission. Those of Uniteddsl.;”rr;l\?ii’c:sf :}}i
tour;zsuzréci C?rr;;craé Provinces simply rely on the ability of the Bc;ards
. e Travancore Commi
!oer of. principles, do not lay down any1 t;ii::::lii:?;-etfloergzl?‘?dta nurlll-
it obllgatéry for the creditors to bring their transactions befS , rﬁa y
They .wlete that “if the parties appearing before the Boa,rdore co to
concd.tc%twn proposed by the Board, the agreement should b ag"': . t:i)
to wnt.mg and signed by the parties, and according as the B : cf il'uce 3
be registered or filed in a Munsiff’s court ” in order that th D rcoment
may have the force of a decree passed by such a court Th ; égreel'nent
do not state what is to happen if the parties do not agr.ee to etheo:):(:;tlt;e

tion so awarded, and there will be very few creditors who will accept»

any award unless sheer hopelessness to extract anything more out of

the debtor forces them to do it, i i
: : y in which case the materi ibuti
in solving the problem by the Boards amounts to little erial contribution

The Special Officer appointed b

report on the problem, in fzI:ct, sets hsi’rr:;she?f (;Zf‘i]:glner: a(')f ( adras to
posals for embodying an element of compulsion inst,o f'fhmsé'fllny The
agriculturist, he argues, being constantly in need of ﬁnancg i lbs. dT ke
depend on the money-lender, and any legislation aimed at fsri T:‘in e
away the latter will react injuriously on the agriculturist %ute T}?g
argument has several drawbacks and betrays an amount of I;ervousn .
which may not be justified by the facts of the case. In the first 1ae§:
there is no need to presume, as the argument obviously does thgt in
most of the cases the Boards are bound to so reduce the amoux’lts as t

offer no remuneration to the money-lender for his investment. Secondl .
as long as the investment does get some return, the money-lender le’l’

«

net run away from the field, because, just as the agriculturist is in need

of finance, the money-lender is in need of interest. As long as investing
in agriculture happens to be the safest outlet for savings, as 'ts e
doubtedly is in India at present, with all the vagueness oé ind1 tu'ni
policy, even a lower rate of interest in agriculture, as compared toustll'lla
industries is bound to attract a good proportion of the commuo't er
savings. In fact the over-capitalisation of land on which most o &15
agree, is itself proof of the safety of this kind of investment whip}e:)? ;
that very reason will continue to attract capital. Thirdly, even r: ti oo
for argument’s sake, that such a flight of capital is likelgl to ocgcurn ;I}llg
Governments concerned should try to evolve institutions, desi ne’d te
finance agriculture, either through the extension and m:)diﬁcftio (;
the co-operative activity or through the agency of the Land Mo tn )
Banks, or through other and newer machinery created for the pllx‘riziz

(o
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if need be. If out of the fear of prejudicing the money-lender compul-
sion is not to be resorted to, it must be realised that not much can be
accomplished and the huge machinery in the shape of the Conciliation
Boards may prove to be mere wasted labour. The Officer argues that
trying “to invest Debt Conciliation Boards with powers to compel
creditors to scale down principal and interest will lead to incalculable
harm to the very classes whom we are out to save.” But it is doubtful
if anything can be done at all to really save the agriculturist if such com-
pulsion is not resorted to. He continues “that the working of the
machinery for voluntary conciliation, which is to be created be carefully
watched for sometime and that, only if this machinery fails to afford
the relief that it is intended for, compulsion should be applied as a last

 resort.”

We already have the experience of the working of the Boards in
the Central Provinces, where it is felt that the voluntary principle should
be replaced by one introducing an element of compulsion. The Bengal
Bill which is the latest of all seems in fact to have recognised it clearly
in contemplating to create Boards which are similar to those in the
Central Provinces, but with somewhat wider powers to exercise com-
pulsion in varying degrees on creditors who unreasonably refuse to
settle debts amicably. Even the Madras Bill which is based on the
voluntary principle is reported to have been subject to criticisms during
the Select Committee stage and the suggestion seems to have been made
that provision should be introduced in the Bill for compulsorily reducing
the debts due either on, the basis of the depreciation of the rupee or
the fall in prices. Such a provision is indeed inevitable if any good is
to come out of this kind of legislation.

Besides this, one point overlooked by nearly all these measures is
that the Boards themselves should possess the power to initiate en-
quiries into the debts. It may not be to the interest of the creditor to
start an enquiry and he may permit interest to accumulate. The debtor
himself might refrain from applying to a Board, as it is happening in
the Central Provinces because of the fear that the Board with its limited
powers may not help him adequately, but at the same time may prejudice
ihe future credit of the debtor and thus bring about more inconvenience
than help. If, therefore, the Boards were to be of any substantial
utility at all they must be such agencies of the Government as possess
the right to call all the agriculturists before them and adjudicate the
claims.

With all these additional powers the Conciliation Boards are still
institutions to alleviate indebtedness after it is created. Their work is
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curative rather than preventive. Is there any hope that once this prob-
lem is solved by any method, that it will not again rise in future and
create the same difficulties once again ? The answer to this question
naturally depends on the analysis of the causes for this great m:lgnitudn
of rural indebtedness. The analysis will have to take into account th;
margin of profit in agriculture, the incidence and equity of the land-
revenue system, the return from land and the real rate of interest at
which the agriculturist borrows, the actual return from land, the nature
of agricultural credit itself and other similar factors withm;t reference
to which conclusions reached about the problems, ’and remedies s
gested on their basis would necessarily lack that touch of realit whl'lg};
is essential to the tackling of any such problem. v e

L.et us remember the most scornful condemnation in Scripture
not given to the evil but to the indifferent : « Because thow art ‘;}L:as
hot nor cold I will spew thee out of my mouth.” netther

A E.

URBAN BANKS IN MADRAS
By

Mr. J. C. Ryan, MLA,,
Deputy Registrar of Co-operative Societies, Salem

HisTory

Urban Banks are co-operative credit societies usually situated in
towns. They are based on the model of the Schulze-Delitzsch Banks in
Germany and provide credit facilities for artisans, small traders and
employees in Government, local bodies, railways or firms. Originally,
it was intended that these banks should lead the way for rural credit
societies in the same way as the Luzzatti banks did in Italy. Mr. Duper-
nex wrote: ‘‘Here in India, where there is a profound ignorance of
co-operative methods, some outside influence is necessary to advise and
aid the villagers at the outset. This outside influence we propose to
supply from the local popular bank.” The Co-operative Credit Societies
Act of 1904, however, allowed urban banks and rural credit societies to
be registered simultaneously, and, in practice, the latter kind of socie-
ties received the first care of the authorities. When the Maclagan Com-
mittee on Co-operation took stock of the situation in 1915, they advised
an increase of urban banks for two reasons. First they observed that
“ the excessive development of agricultural societies to the exclusion of
other classes meant that the demand for money and the repayment of
loans were not evenly distributed throughout the year, but occurred
at particular seasons, with the result that Central Banks during certain
months of the year found it difficult to employ their capital profitably.”
Secondly, the Committee found that * recent experiences in Northern
India had shown the dangers of the policy under which Government
allowed banking institutions to spring up and carry on business under
a control so light as to be almost nominal.” They therefore considered
that “ urban credit societies might serve a useful purpose in training
the upper and middle wurban classes to understand ordinary
banking principles. Where joint stock banking facilities were
absent, they might fulfil a useful purpose.” As a result of
this recommendation, urban banks increased in numbers all over
India, particularly in the Presidencies of Bombay and Madras.
On 30th June, 1930, 76 wurban banks in Bombay catered to
the needs of 120,058 members with a working capital of Rs. 2,82,47,000.
On the same date, there were 946 urban banks in Madras with
203,714 members and a working capital of Rs. 2,55,35,000. In 1931,
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:ﬁi aé:ih:n - Central Banking Enquiry Committee reviewed the

iy ga¥n and recommended that urban banks should be established
:;; ecxl'ever suitable conditions and facilities existed. They laid down as
fhe uty1 of urban banks that “ they should try to do for the small trader
the small merchant and the middle-class population what the commer:
cial banks were doing for the big trader and the big merchant.”

Procress 1n MaDRrAS : FINANCIAL PosiTion

" dA‘c the end of the year 1933-34, there were 1,069 urban banks in
t:\ r(:i\.s, 693 of them serving the general public and the remaining 376
attending to the needs of employees in Government, Local Bodies

Railways, and firms : ‘s
follows . The financial position of these banks stood as

1. Paid-up share capital e
2. Reserve Fund ’ ;7'62 la’l’{hs.
3. Deposits from members B 8§§g ”
4. Deposits from non-members . 96‘33 ”
5. Loans from Government 0.21 ”
6. Loans from Central Banks and .
other societies 2065 ”»
7. Total working capital .. 308.86

Comparing the progress made by urban i ;
by agricultural credit societies, it is 3c:bserved Eizlt{st}:zlt\};o:i?:l attall}ed
of urban banks is more than half that of rural credit societieg Cal}il.tal
have no more than Rs. 510.42 lakhs. Even in point of memi Whl'ch
urban banks with 248,245 members claim nearly half as man b
as rural banks which have but 562,541 members. In relatiosrll Tembers
lation it is calculated that 3.92 per cent. of the urban people h ve e
drawn into urban banks while only 1.39 per cent. of ruli'al fa;’l: peen
joined the rural banks. Urban Banks hold Rs. 4.9 of worki ; hi.lve
per townsman while the rural banks have only Rs. 1.2 per r mtg oite]
figures indicate that urban banks serve more townsmen ytc})l These
banks help agriculturists; but, what is better, the percenta anf rural
dues to demand in these banks is only 23.14, even in these g:l . CfWe't‘-
pression, as against 70.28 in agricultural banks, Decidedly urbZi(t)) dli-
have not only come to stay in the province but establish:ed the a1n :
on a solid financial foundation of over a crore of owned ca 'Itnsie o
built up the habit of prompt repayments to an appreciable exrzezt and
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THRIFT

Financial strength is but one of the tests by which co-operative
banks can be judged. The foremost object of urban banks is the de-
velopment of thrift among its members; and it is no doubt an achieve-
mment that these banks have gathered Rs. 181.88 lakhs of deposits. But
for them a good part of these savings may not have been effected at all.
Yet, the majority of these deposits belong to non-members, and the bulk
of the members’ deposits come from the well-to-do classes investing in
hundreds or thousands. The small man’s deposits are few. Scarcely
any bank has made conscious effort to tap small deposits. In Japan,
co-operators conduct campaigns for thrift by singing thrift songs, by
exhibiting thrift charts, by teaching thrift in schools, by celebrating
thrift days, etc., ete. In Germany, the office-bearers call at pay offices
on pay days, at church doors on Sundays, and at the farm houses when
the harvest is sold, and collect small savings. In fact, Mr. Wolff says
that they go about with outstretched arms wherever they scent any
spare cash and grab it before it goes into any improvident use. In the
United Kingdom, 864 of the Distributive Societies run small savings
banks called “ Penny Banks”. At the end of 1934, the small savings
accumulated in these banks amounted to £5,352,276. The response we
had in India from small folk for the Quetta Relief Fund and the Silver
Jubilee Fund shows what results can be attained if efforts are put forth.
Cannot each urban bank launch out similar campaigns once in a month
on behalf of thrift ?

PropucTive Loans

During 1933-34, our urban banks disbursed Rs. 2,22,85,102 of loans.
92.33 per cent. of these loans aggregating to Rs. 1,83,44,745 have been
classified as loans given for productive purposes. If these figures are
correct, we should conclude that the wealth of this province was in-
creased during that year by several crores, thanks to these productive
loans. But we have it on the authority of the Madras Banking Enquiry
Committee that there is no knowing what part of the loans given in
urban banks is really productive. They say: “ Theoretically, they are
expected to grant loans only for useful purposes to be specified clearly
by the applicant and approved by the panchayat, but actually there is
no close scrutiny of the purpose or the application of the loan.” The
Committee attributes this defect to the fact that “in many cases the
panchayatdars are too anxious to hold their posts to enquire so closely
into the use of loans as to jeopardise their chance of re-election when
their term of office comes to an end.” This state of affairs ought to
disappear gradually as office-bearers and members realise more and
more that the end of co-operative banking is not merely lending and
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collecting, nor even keeping certain people in office, but the promotion
of such spending as will build up the national wealth of the land. The
borrower should look upon every rupee that he borrows from a bank
as a brick that he lays on the building of India’s greatness and the Dir-
cctors should set the brick firm in its proper place by seeing to it that
the borrowed rupee is spent for the productive purpose for which it is
taken. It must be recognized that there are many practical difficulties
in the way of attaining this ideal of controlled credit. Some suggestioﬁs
made later on in this article would minimize these difficulties: but the
great point is that this ideal should first be taken firm hold o’f.

RATE oF INTEREST

It has been admitted on all hands that the most striking benefit
conferred by the co-operative moment is a reduction in the general rate {?(‘
of interest in the land. In the course of this year, the ruling rate in
co-operative banks in Madras is being cut down from 93 per cent. to
713 ¢ per cent., and the penal rate of 121% per cent. is being abolished.
It is curious that some urban banks are slow in adopting these conces-
sions. The Directors contend that the abolition of the penal rate would
inevitably lead to overdues and that the existing rate of interest in the
locality justifies a retention of the lending rate at 9% per cent. The
latter argument may be dismissed as not deserving of any scrutiny,
because co-operative rates have been leading, and ought to continue to
lead, the rates among money-lenders, especially when Central Banks
have cut down their rates to 6 per cent. and when deposits are available
at 3% to 4% per cent. But the objection against the abolition of the
penal interest deserves some scrutiny because it is argued that though
penal interest does not procure prompt repayments in rural societies
it does exercise considerable influence in that direction in urban banksj
But the point is that the cost of a loan should be commensurate with the

A

vield of the loan. In these days of depression, it is too much to expect ! s

a 123% per cent. return from a productive expenditure even in urban
areas. When the cost of the loan is made proportionate 1o its yield
repayments ought to be easy, and prompt. If defaults occur, they wili
occur less because of inability to pay and more because of the perver-
sity of the borrower. In such cases, the defaulter may without any
compunction be subjected to coercive processes, which have been made
easy and effective by the execution of co-operative decrees through thé
Co-operative Department. Prompt coercive steps ought to be a more
potent force to secure punctuality than penal interest.

GREED FOR REMUNERATION
But it has been suggested that the root cause for the opposition
against a reduction in interest is the greed for remuneration on the part
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of some office-bearers. If interest rates are cut down and penal rates
are abolished, profits should decline; and if profits fall, remuneration
to office-bearers, which is usually allowed at a certain percentage of
profits, would be decreased. It is hoped that there is not much truth
in this allegation, for the Directors of urban banks assume office pro-
fessedly to serve their fellow-members and not to help themselves. But
if there should be any foundation in this allegation, would not urban
banks with such directors deserve all the chastisement which Sir
Frederick Nicholson administered to the Nidhis of Madras? He wrote:
“ Profits in the Nidhis arise from an unusual source, viz., the unpunc-
tuality of the members.. In one Nidhi ..the sum produced from fines,
euphemistically called “additional interest” was above Rs. 10,000; in
another Nidhi, the gross income in one year was about Rs. 10,000 of
which fines amounted to over Rs. 3,000.....There lies in fines a great
temptation to use them as a source of income ; unpunctuality is apt to
be connived at, if not encouraged, because of the profits derived from
it. It is a bad augury for the general success of banks that the chief
profits of some existing institutions should arise from the unpunctuality
of their members.”

HicH DivipEND

The clamour for high dividends is more common in urban banks
than the suspected greed for remuneration. The rate of dividend ad-
missible under the by-laws hitherto was 9 per cent. In conformity with
the general fall in money rates, urban banks are being advised to cut
down their dividend rates to at least 6 per cent., but the opposition to
such reduction is rather strong. It is urged that low dividend would
attract less deposits. But this objection is not based on facts. Depo-
sitors generally deposit their funds because so-and-so is at the helm of
affairs in a bank or because Government audits the bank. These con-
siderations may not be sound, but it cannot be denied that they are the
usual considerations. If the depositor happens to be a businessman, he
looks to sound business practices in the bank and not to dividends; for,
he wants interest and security for his deposits and not dividend on his
shares. The real objection to low dividends emanates from a different
source. In one urban bank where there were loud protests against
cutting down dividends 360 members out of 1,532 had no loans due to
the bank ; and, out of these 360 members, as many as 136 had not bor -
rowed for the last three years. These habitually non-borrowing
members are members not so much to satisfy their credit needs as to
make money on their share investments. They introduce the greed for
profits which animates joint-stock banks. They forget that while pro-
fits are the legitimate end of joint-stock banks they are out of place in

6
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a co-operative institution where mutual service ought to be the ideal. Co-
operation is agreeable to allow a fair rate of interest on capital, but high
dividends which savour of profit-seeking are foreign to its fundamentals.
Those that hanker for high dividends should seek them elsewhere. It
is not possible to select them out without making an invidious distinc-
tion. As the rate of interest on loans is reduced, and dividend rates
fall, they will themselves abandon urban banks and seek their fortunes
in the proper quarter. Urban Banks will then be left with two classes
of people—those who wish to satisfy their credit needs and those who,
out of a spirit of service, genuinely desire to assist those who are in
need of credit. Both these classes of members will realise that the less
dividends are declared, the more will be the reserves, and the larger th=
reserves, the more can the lending rate be reduced. The greatest service
that co-operation can do is the cheapening of capital to such a degree as
to make it available for the humblest man.

ELECTION TROUBLES AND PoLITICS

Probably the worst evil affecting some urban banks to-day is elec-
tioneering and election disputes. In some banks new members are
admitted on the eve of elections so as to procure re-election for the com-
mittee in office ; brisk canvassing is done by candidates in person, through

iriends or by manifestoes; vote by ballot is demanded ; polling booths

A

are set up; and impartial returning officers are appointed. Sometimes, -

elections held are challenged; arbitrators are obtained; and the suit
is argued with heat. Defeated candidates are impatient to abide
their time till the next elections come off by efflux of time. No-confi-
dence motions are engineered and committees are sought to be turned
out of office even before they have felt their way in the affairs of the
bank. Politics, both local and general, often play a part in all these
troubles. In one bank whose Secretary was the President of the local
Union Board, an arrest warrant was taken out against an inconvenient
member of the Union Board and sought to be executed as he took his
seat at a meeting! Would all this take place if such co-operators re-
alised that their calling is to do fellow-service and if they recognised that
convulsions in the constitution of business institutions would hamper
the normal course of business? The Madras Banking Enquiry Com-
mittee suggests that “ the remedy is in propaganda and training.” But
more immediate remedies are needed lest the evil should spread quicker
than the remedy of propaganda. Two suggestions are worth consider-
ing. First, the office of Honorary Secretary paid with a percentage of
the profits might be abolished and a paid Secretary with technical train-
ing may be appointed. This is in accordance with the recommendation
of the Townsend Committee which considered that * efficient and at any

—~
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rate semi-expert management is an essentia.l ” and .fc?und some of t}'le
banks they visited did not have this essential requlslt-e. Secondly, in
the case of urban banks with over 500 members, elections to the conc;-
mittee may be conducted either through an Electoral Board or a:l:c;r -
ing to wards. An electoral board composed of say 20 membexis, }? ar-
red from standing for the committee themselves, may not ony c o(;se‘
the best men for the committee but will a1§o rgduFe the competition o1f
seats on the committee by making election 1r}<i_1rect. The systen:i o
election by wards will also minimize the .cc.)mpe'tltlo.n for office ‘!)y re1 uc-
ing the size of the constituency. In addition, it will also furmshdc ;)se.r
knowledge between the committee-member and the membex:s‘an fa;l_
litate the closer scrutiny of loan applications.and the supervision oct e
expenditure of loans for the purposes for which they were given. | on-
trolled credit in urban banks is needed almost as much as it is in
agricultural societies.

As with so many proposed solutions, one often merely removes the
roblem from one field to another—like the lady who went t_O a beauty
.fpeciaiist to have her double chin lifted and came away with rolls of

: k of her neck.
superﬂuous tiosue at the bac f G. Hutton,



URBAN BANKS IN BOMBAY
By

Mg. P. R. THADHANT,

Co-operative Department, Bombay

BANKS AND THEIR EFFICIENCY

Co-operation is a method of economic organisation. It is a method
best suited to the lower and weaker classes of the society—classes which
have, so to say, not a chance in an economic organisation based on com-
petition and survival of the fittest. Lower and weaker classes exist in
urban areas just as much as they do in the countryside ; therefore there
is no reason why the Movement should be limited to villages. In fact
it has made quite a measurable progress in towns and cities. In Bombay
it has made more progress in urban areas than in rural, the standard of
progress being not their number but the efliciency of societies.

Among urban co-operative societies the credit societies are the
more important. There were on 1st April last (1934) 920 Non-agricul-
tural Co-operative Societies of which 657 were Credit Societies. Since
then the number has fallen, and on 30th of June, 1935, it was 635. This
fall in the number of Urban Credit Societies is solely due to the policy of

rectification and consolidation which the Department of Co-operation has
been following of late.

Urban credit societies (U.CS.) are classifiable according to work-
ing capital and the nature of membership. U.C.S. with a working
capital of Rs. 50,000 or over each are classed as Urban Banks proper.
The number of such banks is not fixed ; between 1924 and 1934 the
number has increased from 43 to 114. According to membership U.C.S.
fall into four classes : (1) People’s Banks with cosmopolitan member-
ship, (2) Communal Societies with membership limited to any one
community, (3) Zamindari Banks with big landlords as their members,
and (4) Salary Earners’ Societies whose members are all employees.
People’s Banks and Salary Earners’ Societies are spread all over the
Presidency ; Communal Banks are also to be found in the whole Presi-
dency but proportionately Sind has more of them; and Zamindari
Banks, of which kind there are only three, are only in Sind.

Urban Banks with a working capital of Rs. 50,000 or over each in-
clude societies of all classes. They are to be found all over the Presi-
dency and are the foremost U.C.S. Their share in the total volume of

Q.4
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operations is out of all proportion with their number. On 1511: A}I:l‘l.l,
1934, their number was 1th of the total numberlof U.CS. wl;x e Tt‘hefr
share in the various operations was not less than /2. of the hto’ca - te.u'
importance is also reflected in the degree of efficiency they fnamt;:r;
and the obligations imposed on them. The Department reqlsnrest r-A
their staff, principally the Accountant and the M:emager orh ecsreeaCiZI,
should be qualified persons; and they are audited by the Sp

Auditors.

Salary Earners’ Societies are homogeneous units, theer;nemE::Z
being employed in the same office, department, ﬁrr‘n, etlc. t e :aded
capital of these societies can be paid by monthly insta glex} sdg aed
according to the pay of earners. Salary earners h.ave erlveb g eat
benefit from their societies in the shape of easy crfzdlt: A r}rll'em er o=
borrow ten times his share capital, Rs. 1,090 'or six times 1;1mf>n tai

ay, whichever is less. Loans can be repaid in 6 to.12 monthly 1nsh :
fner;ts. The lending rate of interest of the societies is 1o§;ver than w a
the members have hitherto been accustomed to. T}‘le satlsfactory sfltu:
i f the municipal sweepers of Karachi is sufficient evxd‘e‘znce of the
P 0P ior to their co-operative society, the sweepers were hopelessly
iy 'dtso and they used to borrow from Pathans who charged ther,r,l
debt_!jl entes of interest sometimes extending even to cent. per cent .
crushiE ral1 tches of such rapacious money-lenders the sweepers have
From thedc -u nd the institution which has been largely instrumental t(t
be'e T hieve ) nt is none other than the “Karachi Municipal Sweepers’
this achleYemeCredit Bank, Ltd.” Salary Earners’ Societies as a class
CO-Opel‘aUV: fficient urban credit societies. Both in respect of manage-
are the 1rndos -ea ment of loans their record is very satisfactory. Their
ment o I‘eepw?;ll-disciplined and adequately educated to secure order
memb{eé‘s. axic Generally also, a superior official of the office from
an(% Y }fle gr;nbership of a society may be drawn serves on the Manag-
TNthht : rtf:c or Board of Directors in ex-officio capacity so that the
e i)omm;h:/:\ys feel to be “under control”. Recovery of loans is
Zegrlr:la?s Members themselves are prompt' inlc hre-pair}l;:i?tt; fﬁzhwr}?:
ity of recoveries is the au o
fur?hte' ] p}l;zr\:ftte: ::cgi}z:ll)c,)ans from the pay-sheets of their indebted
Socwbl:::s As a reward for efficiency and soundness of management
Ezmsocie;cies have secured favoured t.reatment froxirlx thte I;sepael;crrclzzt.
For whereas other urban credit societies have to’ a o.c:z'e o r}})auocaté
of their net profits to reserve fund, Salary Earnersh S(}){Cle ~liiar
only 10 per cent. with the previous sanction of the Registrar.
Urban Banks with a working capital of Rs. 50,000 or over and Salary

ieti i he most efficient urban credit
Earners’ Societies are described as t
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socfetfes in the Presidency. This does not mean that other banks and
soc1e:tles are inefficient. They are only primus inter pares. For urban
credit so.c1eties are as a class the more efficient co-operative societies of
the Presidency. In terms of Audit Classification, in 1934, out of ever

'10 urban credit societies 2.7 were in class “ A 7 562 in cl,ass “B" 1 4):
in f:la.ss “C”, and .23 in class “D”. This degree of efficienc o’f th;
socxet.les is partly due to the control of the Department, but le?;gel to
the high standard of efficiency which they have set to t};emselves 5',I‘he
Urban. Credit Societies of Gujerat, have organised a supervising'union
o’r: ?helr o'wn and now the banks want to extend the principle of super-
vising unions over the Presidency. Supervising unions are a machir?ery

for internal audit and i
orin as such they are an invaluable asset to the Move-

OPERATIONS.

As regards operations of Urban Credit Societies only a few words
can be .wr'ltten .about a few important features. (1) They are almost
all on limited liability basis. On 1st April, 1934, out of 657 societies

only 16 were on unlimited liabili ) i
since 1925 from 31 imited liability basis, a number which has fellen

(2) All have owned capital made up of Share Capital and Res
Fund. Share Capital is fixed for each society under its by-law ?‘.}‘;e
annual increment to Reserve Fund is not fixed ; only the misilimu; 1i 'e
to such accretions is prescribed. All societies have to transfer to 111{1:

serve Fund 25% of their net profits. Generally, h
fers have been between 25 to 35 % of net profi’s. owever, such trans-

(3) The working capital of the societies i

. : 1s composed of owned

capital and loans and deposits. Societies can accept loans and depos'et
its

from individuals (members and non-members) and other Co operati
-Of ive

Societies (Primary, District Central Banks, and Provinecial Bank) with
i

the permission of the Registrar; local boards and school boards wi

the permission of the Government; and from municipalities r _ihwlth
permission of the Registrar. They hardly get any loans andvg t%\e
from primary societies and public bodies. From Central Ba kep051ts
get loans and from individuals deposits. Of the two, depo it nf S th.ey
dividuals are larger than loans from Central Bank; gfsl, Sd.r(')m 1n-’
deposits, members’ deposits are generally two or thr;ee timm 1\}/11duals
non-members. There is a limit to the borrowing powers of thes t .ose.z of
Their total borrowings on any account may not exceed eigh e_socxetles,
owned capital. 1ght times their

(4) Societies employ their funds in advances and investments, Th
S. e

limits for advances to ordinary members, members of the M
anaging

-~
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Committee and the Committee as a whole are prescribed under the by-
laws, which limits may be exceeded with the permission of the
Registrar if the by-laws provide for such action. All advances can be
given against personal security or upto a percentage of the value of a
tangible collateral. Loans against gold, silver and fixed deposits may
be upto 90 per cent. of the value, against agricultural and industrial
produce upto 50 to 60 per cent. and against immovable property upto
3314 per cent. Loans to individuals may also take the form of cash
credits which are like the overdrafts of Joint Stock Banks. In 1934
the Department prescribed uniform cash credit rules for all societies
doing such business.

Societies can invest their surplus funds in any securities mentioned
under Section 37 of the Bombay Co-operative Act. This section may
prove a shackle on certain societies which want to invest in securities
outside if those securities be the more remunerative ; but on the other
hand it is a source of guidance to many more societies whose manage-
ment may not be so businesslike.

PROGRESS IN THE LAST TEN YEARS.

The progress of the Urban Credit Societies in the last 10 years and
{he effect which the depression has had on them deserve a few words.
Progress has been uninterrupted. Operations of all kinds have increased,
and the increase has been collective as well as several. Operations of
all societies on the whole and of individual societies have both expand-
ed. The depression has not caused any setback to them as it has done
to our agricultural credit societies. Only the pace of progress has been
slowed down. The percentage of arrears to loans outstanding has moved
since the depression between 10.5 and 14 instead of between 9 and 11
before the depression. The limit of advances to individuals has also
gone down in certain cases, e.g., loans to Zamindars from Zamindari
Banks. But, on the other hand, societies have continued to work on
profitable basis although the rate of profits has gone down.

UTILITY OF SOCIETIES.

Co-operative Societies are set up to serve the people and not to
make profits at their expense. It is, therefore, proper to take stock of
she service which Urban Credit Societies of Bombay are rendering.
The service so rendered is banking and non-banking. As banking in-
ctitutions the societies have provided cheap finance and promoted thrift.
If movement in members’ deposits be taken as an index to the growth
of thrift then it can be said that, without doubt, the Bombay Urban
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Banks have succeeded in promoting thrift among their members.
Whereas in 1924 an average member had to his credit a deposit of Rs. 64,
in 1934 he had a deposit of Rs. 94. During the depression members’
deposits have gone up rather than down. If this increase in deposits
be partly due to the hoarding habit which consumers have acquired
during the depression, then, just as certainly, it is partly due also to
genuine thrift. Urban Credit Societies have taken special pains for
encouraging thrift. Like the ordinary Joint Stock Banks they accept
Savings, Current and Fixed Deposits. But besides these they have
cumulative deposit schemes and sign fidelity bonds for their members
—which both ultimately promote thrift.

Non-banking service undertaken by some banks is of two kinds.
One involves no real sacrifice on the part of members because a part
of the net profits is set aside for the provision of services enjoyed by
the members themselves. Such services are (a) building up of Provi-
dent Funds for members, (b) provision of cheap medical service in the
shape of cheap medicine from the society’s dispensary and a doctor’s
attendance at low fees, (c) maintaining of libraries and reading rooms,
and the like. The other service is that which involves real sacrifice on
the part of members since a part of the dividend is utilised for a service
not necessarily availed of by members. At present there is one glorious
example of this sacrifice but it is hoped that the example will be emu-
lated. The Rajwade Mandal Co-operative Bank of Dhulia contributes
30 per cent. of its profits set apart for declaring the dividend to the
Rajwade Mandal for historical and linguistic research. In its first year
the bank contributed Rs. 150 ; in the second it has contributed Rs. 600.

This serviceability of banks has made them very popular and it is
hoped that the banks will take advantage of their popularity by ex-
panding their operations for which they have still a large scope. Their
borrowings are only three times their owned capital while they can
borrow upto eight times the owned capital ; they have touched only 25
per cent. of the urban population whereas at least 75 per cent. of that
population can be served by them profitably.

TuE DEPARTMENT AND SOCIETIES.

Finally a few remarks may be added about the relationship which
subsists between the Department and the urban credit societies. The
Department controls as well as guides them. The control of the De-
partment is manifest in the (a) permission of the Registrar which is
necessary for any out-of-the-ordinary step, (b) audit of the societies,
and (c¢) rule that dividend declared plus any bonus may not exceed 7%

¥
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per cent. of Share Capital. Control in this form is necessary to some
extent. At present the societies have not developed any machinery for
internal audit to a very satisfactory degree so that strict audit of them
is necessary. As to the rule about the rate of dividend it can be said
that it prevents the societies from becoming profiteering institutions.
For once they have become such profiteering institutions they are likely
to move farther and farther away from their ideal of serving the lower
and weaker classes of the societies as they have done in Germany. The

Department guides by suggesting from time to time certain rules for
uniform adoption.

The rural population, though illiterate, forms a more docile material
to work upon, while the people in towns are more keen about their
rights than the observance of duties imposed on them

S. 8. Talmaki.
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Hony. Secretary, The Chamarajapuram Co-operative Stores, Ltd
Muysore. ’ ’

The population of the Mysore is
of which 10 lakhs are classiﬁei,i as usrtkiitﬁ. * o Lokhs (census of 1931),
exceeds 5,000 or to which the Municipal Regulation is applied d
scribed as Urban. The Municipal Regulation is extended com af y .;3 -
to all taluk headquarters irrespective of the number of their inhz%'ion Y
Many of the taluk headquarters have not got even a population of12a5n0t;.
The smallest of them has a population of only 871. T

All towns whose population

There are 4 cities and 104 towns in all, 108 urban areas in the Stat
The cities are the Bangalore City, the Bangalore Cantonment, M e
City and the Kolar Gold-Fields. The towns are all small, the l';i Z’:: “;
them—Devangere—the centre of cotton trade in the S’tate hii on;)
23,000 inhabitants. Sixty-six towns have a population of bet;veen 2 50%
and 5,000 and 25 less than 2,500 each. ’

Most of the inhabitants of the towns are agriculturists and therefore
differ very little in their needs and outlook from their brethren living
in rural areas. Therefore, the bulk of the population living in the
smaller towns are dependent upon agriculture and allied occupations
and are not industrial working men, employed in factories or mills

The latest Administration Report of the Co-o
(1933-34) shows that there were 264 credit societi
which had an aggregate membership of 51 841 pe

B rs s
capital of Rs. 75, 42,060 and that they had lent out I;{s. ‘égs 52%% 5\:101;1;311.8
members. The Table A. appended hereto shows o O their
the figures for 1928-29, there was a marked increase

’ d
from the year 1930-31 upto 1933-34. But there was au:etiracalil .he:;\}ds
year 1933-34 owing to economic depression of the time. We oll)n he
also that the overdues gradually mounted upto nearly R.s o1 1 k]sler\'re
1933-34, out of a loan of Rs. 661 lakhs, or nearly to 31 per éent ah s in
in the year 1930-31 the proportion was only 23 per cent . whereas

perative Department
es of limited liability

that compared with

In addition to the credit societies described abo
are in urban areas, there are a number of Distrib
State which also function as banks.

ve, most of which
utive Stores in the

The banking transactions of most .

*
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of them exceed by far their transactions in the Stores Section. They
have also to be considered therefore as Urban Banks.

It is usual to consider Co-operative Societies with a working capital
of more than Rs. 50,000 only as Urban Banks. Viewed from that stand-
point there have been in the State 36 Urban Banks which confine
themselves exclusively to banking transactions, and 9 Societies which
do both the banking and the distributive stores work. These 45 credit
institutions have a membership of 32,730, working capital of Rs. 82,72,855,
and a turnover of Rs. 3,85,16,132 (1933-34) ; in other words, they include
23 per cent. of the members, 40 per cent. of the working capital and
52 per cent. of the total turnover of the whole Movement in the State.
(Vide Table B.).

There are 17 of these banks in the Bangalore District and 9 in the
Mysore District. The rest are distributed amongst the remaining 6 dis-
tricts of which Kolar and Tumkur Districts have five banks each. There
are 13 banks in the city and suburbs of Bangalore and 8 in Mysore City.
Thus nearly half the number of these bigger institutions are working
in the two cities of Bangalore and Mysore.

Membership of these Banks is open to all persons irrespective of
their caste, creed or nationality. Traders, artisans, labourers, contrac-
tors, civil servants of the Government and of the Palace, the followers
of professions such as Law and Medicine, members of Railway and
Municipal Service and a few others form the bulk of membership.
The proportion of literate members in these banks is very high—the
illiterate members in the bigger cities forming a very small number.
The members of these banks are therefore more competent than the
members of the rural societies to understand, learn, and apply the prin-
ciples of Co-operation and of Banking.

The Civil Servants of the Government and the employces of the
various public offices mentioned above form a large proportion of the
membership of the Urban Credit Banks. There have been 77 credit
societies in the State formed exclusively to serve them which have a
membership of 10,660, working capital of Rs. 8,36,326 and a turnover of
Rs. 45,41,756. This class of members is not, however, prohibited from
joining other co-operative societies in their respective places. Their
number in the non-departmental societies in the aggregate is not less
than their number in all the departmental societies. Therefore, it may
be safely said that nearly 20,000 members of credit societies of limited
liability are either Government servants, municipal employees or Palace
servants.

The Government, which started the movement of Co-operation,
depended largely upon the support of its own employees in the earlier
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stages to organise and work the co-operative societies. They allowed
them to become members of societies without restricti . Tater
mitted them to work also on the Commi -
out any special permission from th
Managing Committees of Societies i
of Government servants, who in m
sincerely as any other members.

and later per-
) ttees of Primary Societies with-
eir official superiors. Many of the
n bigger areas had always a number
any cases worked as earnestly and as
But latterly a restriction has been

ept back from the management, many

of those who were enthusiastic workers in the field

As regards working ca
and do not borrow from th
many of them are financial
Central Banks. The worki

pital, the Ux:ban Banks are self-dependent
;e Apex or District Central Banks. In fact,
y much stronger than most of the District

. i ” 3 entlrel t}le con
u l )

or thrift—which sometimes goe
depos%ts, is contributed byg n:nlj;:fng::: 3(3r£1421§?r cent. ?f the total
deposits of the members is not the accumulaltofi porFu?n of the
rebate saved by the members but is contribflt d d‘:)VIdend o
members only who are either well-to-do or he Y a. few
saved relsewhere and feel it a safe investment tavz Pr?vmusI’y
funds in these societies. Thus barring the shar ®_deposit th.e v
is f:ontrlbuted by each and everyone of the memls Whl'c ;
which form the major portion of the working capital e;‘S,hthe depom?s
subscribed by a comparatively small number of pe o ope o5 banks is
mefnbership can be divided into two classes : one tI})leI'S_OHS- .Therefqre,
T}Vhlch is small in number, and the other, the box’-rowiximlesm"g sectl.on
is very much bigger. There is some conflict of interestg seCtlon which
two sections which sometimes manifests itself in the Geneita‘;,eISIn tt}'lese
eetings

when the borrowers bring resolutions whi
whi ; . -
of the investors. ch conflict with the interest

Loans are advanced on the securit i
the personal security of one or moreyn(iir;n;:;cs).va?\}[zr? I'Oper‘t Y and on
small sums without any collateral security. Some Soy.SO-CIEtles lend
loans on gold and jewels. Advance of loans on Govern - oes advance
on other gilt-edged securities is very common. Byt Brififlf: taz]'aondst an(i
e not ye

discounted by any of them: nor are
; advances ma :
commercial goods. de on the security of

Loans are advanced in the case of tangible secur
mum period of 10 years and maximum amount of R
the case of joint security loans the period rarely
the amount Rs. 500. The proportion of members

ities up to a maxi-
s. 10,000 though in
exceeds 4 years and
who are either arti-

UrBAN BANKS IN THE MYSORE STATE 53

sans, traders or other businessmen who require capital for carrying on
their business is small. Consequently in the majority of cases money
is borrowed to meet the immediate need of the members which is mostly
of a domestic nature. The total amount of interest paid by the members
is far more than the savings they make and therefore it may be asserted
that viewed from the stand-point of thrift, the Urban Banks have not
been successful. It is not the practice here to fix the creditworthiness
of a member and therefore the credit of each member is practically un-
restricted. The facility enjoyed by people to become members of more
than one society of the same kind has multiplied the number of their
credit centres, which they utilise to the fullest extent. Instances are
not wanting where a person has simultaneously borrowed in 5 or 6
societies, far beyond his capacity to repay and has not only involved
himself in heavy debts but even sought the assistance of the Insolvency
Court. Unless some restriction is placed upon this privilege of borrow-
ing in numerous societies at the same time, not only will many persons
ruin themselves but many societies will soon find that a large propor-
tion of their investments on such loans become bad debts.

The rates of interest on loans vary from 7% to 11 per cent. accord-
ing to the kind of security offered and the financial resources of tha
society. But it can be safely asserted that they are lower than the
current local rates of money-lenders, though sometimes higher than the

Banker’s rates.

The interest on deposits is generally higher than what Joint Stock
Banks of good standing pay on deposits for equal periods. The system
of paying heavy rates of interest on long-term deposits which sometimes
extend to periods even beyond 5 years though prevalent is not very
common and is objected to by some. Such a practice acts as a heavy
handicap in adjusting the rates of interest on loans at the current rate.
Though the market rate of money is now low, many societies are un-
able to give the benefit of it to their members since a large proportion
of their fixed deposits carry interest at a rate which is far above the
current rate. The interest paid on Fixed Deposits varies from 2% to
6 per cent. at present according to the financial stability and the needs
of the society. Even now some societies pay an interest of 7 per cent.
Some of these Banks have now each as many as 3,000 members. When
the number of members was only a few hundreds, the General Meetings
were attended by a larger proportion of the members and it was there-

. fore more representative in character. With the increase of members,

the General Body has ceased to be as effective as it once was. Many
people do not attend the meetings at all. Only a few of them take
interest and attend the meetings. It is complained sometimes that the
General Body is not as informed as its position and responsibility would
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require it to be. But the fault does not lie with the members, but with
the society or the Government. If the management does not exert
itself to inculcate the principles of Co-operation in those amongst its
members who are uninformed, and if the Government also does not
arrange through the Co-operative Department or otherwise to spread
knowledge of the principles of Co-operation, it is impossible for the
masses to understand what is expected of them. It is too much to ex-
pect of people who are indiscriminately admitted into membership that

they should, after admission into membership, suddenly turn out to be
thoroughbred co-operators.

No wonder, there are keen differences of opinion on the very funda-
mental principles, between members and members, which therefore
lead to too many discussions in the General Meetings. In spite of the
high education of a large proportion of the members of the Urban
Banks, the development of them on healthy lines is impossible unless
there is an intensive propaganda to disseminate correct principles and
practice of Co-operation amongst them.

The conception of the powers of the General Body and its relation-
ship to the executive which is its own creation, needs clarification.
Co-operative societies are democratic organisations and the elected mem-
bers of the executive are responsible to the shareholders who elected
them. The General Body feels very often that it can pass resolutions
even on administrative details and force the executive to carry them
out. But frequently it happens that the resolutions, if carried out, will
harm the institution. The Committees will then find themselves in a
fix, for, if they carry out the resolutions, the institution will suffer, but
if they fail to do it, the General Body will blame them. Therefox’*e in
the interests of the smooth-working of the societies, especially those
which have a large number of shareholders, it is better to define in clear
terms the exact powers of the Managing Committees and allow them
full discretion to act within that limit, and prohibit the General Body
from entering into the working details within that field. Otherwise
the Managing Committees will hesitate to function on their own respon:
sibility and the efficiency and progress of the societies will suffer.

The Board of Directors generally consists of 15 members, all of
whom retire every year. In some societies all of them can ste’md for
re-election, though in others a few who are longest on the Committees
cannot stand for re-election. Some societies while allowing everyone
of the previous committee also to stand for re-election, eliminate a cer-
tain number of the previous committee members who get the least
number of votes to be replaced by others from amongst the rest w}:o
get the next highest number of votes. Thus, at least four or five new
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members are allowed a chance to enter the administration of the Banks
every year. There is no qualification, either of the number of shares
or otherwise, imposed for candidates to the Committees. Such quali-
fications once prevailed but have been latterly dropped. But there is
a section of opinion which holds that a higher qualification than mere
membership is necessary for one to enter the Directorate in the Urban
Banks.. It is possible in bigger cities where there are numerous socie-
ties, for a person who is a member of a number of them to stand for
clection to the Boards of Directors of all the societies of which he is a
member. There are instances where a member has been simultane-
ously a Director of eight societies. People have begun to protest against
this practice on the ground that a set of persons monopolise most of the
Committees and prevent others getting into them by manipulating votes ;
or even if a few others enter the committees these could be ignored as
being in a minority in the committees. This criticism is not without
some force and justification. The bigger institutions require the care-
ful attention of all the Directors for their proper working and future
expansion and development. But those who are simultaneously on the
Committees of numerous societies cannot do justice to the requirements
of any of them, but will simply support or criticise the one or two on the
Committees who do all the work of the societies. It is sometimes com-
plained that places of office-bearers on the committees of the societies
are being distributed amongst themselves by a common understanding,
and therefore that the few impose themselves in too many places. But
this complaint is met by the argument that the Directors have to be
elected and do not get in stealthily, and therefore that there is no force
in the complaint. The situation is latterly assuming some importance
as people have begun to notice it with a questioning eye. It remains
to be seen what turn it is going to take.

The office administration is carried on by the paid staff. The
Directors elect one of themselves to be the Honorary Secretary who is
the chief executive functionary of the society. In some societies he is
assisted by a full time Assistant Secretary who is a paid employee.
There are one or two societies where the Secretary is a full time paid
servant, but is not elected from amongst the Directors.

There are some societies which employ each more than 30 persons.
Though their number is large their salary is low—far below what is
paid for people performing similar work in the established joint-stock
banks or in the Government offices. But it must be confessed that
most them are untrained—though they pick up experience after they
have been employed. No provision is made by societies to pay them
pensions. It is usual to give them a month’s salary once a year as
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bonus and in some institutions to contribut i
e a certain proporti
salary towards their provident fund. proportion of the

There is no institute for training people for Co-operative Service
Though the need for qualified men is felt, few banks have li d
that they have to contribute towards the expenditure of :ea. 1§e
school or that they should themselves arrange {or trainai ral:;:n.g
employees after they are entertained. There is a notion re rllg }'1311‘
the State should bear the cost of this training. How fall)' t}‘;a1 glg and
is likely to be met by the State is not yet ascertained :nyﬁf)n“?ni

seems to be a mistake to neglect this i i
question until i
way to meet the demand. 1l the State sees its

Except in one or two Banks, no sitting fees are paid to the Direct
The Honorary Secretary is generally paid a small honorarium hi ;OI‘S-
Government has fixed at a maximum of Rs. 250 now. Ho w] of e
onerous duties in big societies should be performed l.ay thWDc')ng the
gratis has not yet been taken into consideration, as the pr ?it lrf i
a few societies are big enough to pay for such service Pl oy
is opposed to the payment of any monetary return ;LO the Di
as it is said that such a step goes against the cardinal Principl lreitors’
operation. But some hold the view that free honorary sers'es © Co-
pected in village societies only, but not in urban banks w}11jcehls -
large volume of business and earn a large amount of profit ISI do. a
ciple really seems to be involved in this matter and pract.' oo
For instance, Societies in Italy do not pay anything except to‘f:}e1 vgrles.
tary, while the German Societies do pay for all. Shulze himself ; lscre-
view that all those who contribute their skill or labour for ¢ e
the affairs of the Bank should be paid their wages.

Public opinion

arrying on

Some Banks have developed their membership and resources so

far that they are obliged to set about thinking what to do next. Th /
. e

days when mere lending and keeping accounts properly may be re

nized as sufficient administration of the affairs of a Bank are 0cog_
The Urban Banks which are lending to consumers to waste aws V:—‘;;-
capital more often than to producers who utilise it for productivey ;
poses should now find out what steps they have to take to fuﬁlp:}:-
purpose of making their capital really productive. Whether th e
have to finance the establishment of big industria] concerns or wh they
they have to finance cottage industries, if the latter which of theme er
how, should all be considered. Unless the Urban Banks hold conf and
ces frequently and decide amongst themselves what policy the e}:‘en-
to follow in future to fulfil their aims, they will be no better th: ave
fessional bankers who lend to people on the basis of their SeCurit; 3:3;

\
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little regard to the way in which their money is utilised. That is a state
of affairs which must be reformed.

The Urban Banks are all isolated units with no central organisation
to which they are all affiliated either for common deliberation or for
financial assistance. The need for the latter purpose is slight and, there-
fore, the formation of an organisation for that purpose may be left out
of consideration. But the establishment of an association of Urban
Banks to consider exclusively their own problems is quite essential.
Government which iatroduced Co-operation solely to help the agricul-
turists is too much engrossed in the affairs of Rural Co-operation which
has not succeeded to the extent expected. The attention paid by the
Government or its officers to Urban Co-operation is comparatively
very meagre. Even rules and circulars, appropriate only to unlimited
societies, are forced upon these societies. Therefore there is a great
need for urban co-operators to come together frequently to exchange
their views and experiences and plan the development of their organisa-
tions. It is hoped that such a Union of Urban Banks will soon come
into existence as a section of the Co-operative Institute if the Institute
supports the principle, or independently of it if it opposes it.

Perhaps unconsciously, the mechanism of management of our urban
societies has been modelled on that of the rural societies ; whereas with
anything like a proper development and good size the work of an urban
society is much more complicated than that of a rural society. The
inadequacy of our mechanism is obvious.

J. C. Coyajee.
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THE URBAN CREDIT MOVEMENT IN MYSORE

BY

MRr. K. Susga, Rao, BAA, LLB,

Deputy Regi i
Yy Registrar of Co-operative Societies, Mysore State Bangalore

The C

O'Operative MO i a
. vement in ][1 ia i 1 a ri
lt ists’ dla 1S5 conSIder-d to be an agri-

one ; perhaps it is mor
of the agriculturists in India tha?; ?icrcurate e ooy 1t was the nee?

early organisations were almost all urba

to be' expected. When the Movement cn o
one, it was the city dweller that coula ea:'llr'ne -
its ideas and adopt them. Thus urban i 1:}' St
State and from the towns the Movementns oy
first urban co-operative society in Mysore 55:‘ g
tive Society was registered on Sth De ey
year there were as many as :
town in the State had a co-

This is, I think, as was
the country as a novel
derstand and appreciate
ons grew rapidly in the
d into the villages. The
Bangalore City Co-opera-
o o D e.mber, 1905 and by the next
€lies In towns. Before long every

! operative societ
Out of the 1,998 societies in the State at :111(; inilnifst;r:eygoer;za% 025'3?;
r -

were urban ones. Mpysore has an are
: a of 29.¢ i
16,483 villages, f(?ur cities and 104 towns. %ﬁiﬁrig?re ml}es' con'taining
puted at 55,12,260 and the urban at 10,45,042 accorlc)lc‘)pu toon 13 oo
census. For the 16,483 villages with 55,12,260 people ilr!:gﬂ::mthe liteSt
we have

1,545 rural societies and 108 cities and
iy towns have 453 societies for a

Thus while we have a society for e i
we have one for 3,600 of rural 1?:opulat¥oer11‘.y ZE,li(:agyOfD?:t}z-?; polzllﬂ;tmn,
Headquarters has got at least one society ; the Bangalore Ci?n h o
%0 and the Mysore City 51. An urban society has an avera ot
ship of 172 as compared with 43 in a rural society. The & membe'r -
of the societies in the Cities of Bangalore and Mysore and inrfcl}fmbe'rs}flp
Headquarters is purely non-agricultural but in the societies in tiDlStrmt
headquarters while the bulk of the members are tracier : Tahk
labourers and Government servants, there is a good sprinklisr; artlsan?’
culturists too. There are a few societies for particular clg of e
merchants, labourers, Government servants, etc., but memt?sses- hl?e
all the other urban societies is mixed, the same ,institution ciI:t}:iIr)x' o

ing

persons of different callings and different positions in life Excepting
. ing

so o
ysore was an urban institution and the
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the special societies, no institution has closed its doors to the depressed
classes and women are freely admitted as members.

The urban societies in the State are with few exceptions all finan-
cially quite strong. They have every one of them—gathered sufficient
funds of their own and scarcely any of them, excepting the industrial
ones, desire help from Government or the Central Financing Institu-
tions. Of 453 Urban Societies only 38 have borrowed from the Apex
Bank or other Central Bank. Out of Rs. 28,09,043 which are owing to
Government and the Apex Bank from the primary societies in the State
less than Rs. 4,10,000 are outstanding against urban societies. The 453
urban societies had at the end of the year 1934-35 a share capital of
Rs. 39,85,244, deposits of Rs. 103,44,847, Rescrve and other funds of
Rs. 26,45,182 and a total working capital of Rs. 174,49,072. This gives
a working capital of Rs. 38,540 per urban society and Rs 221 per mem-
ber, the same figures being Rs. 366 and Rs. 85 for rural societies. The
paid up share amount forms two-ninths of the working capital and the
deposits four-sevenths. They have all got good reserves too forming a
sixth of the working capital and good portions of them have been in-
vested outside. With only an interest rate of about 2 per cent. on current
deposits and not higher than 5 per cent. on the longest fixed deposit,
{hese urban societies have yet been able to attract decent deposits and the
leading ones get a superfluity of them. The Bangalore City Co-opera-
tive Bank, which may be considered the premier primary co-operative
urban bank in the State, has a share capital of Rs. 3,21,542 and a reserve
fund of Rs. 1,00,760 and deposits to the extent of Rs. 14,90,796. It has
been the experience of the City Co-operative Bank of Mysore that
every time it raises its deposit limit, the higher sum comes in wholly

within a few days.

These societies have all maintained adequate fluid resources, but
there are few withdrawals excepting in the current account and such
demands as do come are generally readily met out of the day's xecelps
alone without the need to draw from such resources. This has indeed
led the city societies to indulge in long-term loans. We have several
societies in the Cities of Bangalore and Mysore which lend for ten yeats
and the Bangalore City Co-operative Bank lends even for two hundred
months. They have come to no grief on that account. . Suc.h .1oans are,
however, repayable in monthly instalments and I think it is greatly
due to the regular repayment ~f the instalments and the fact that the
deposits are on maturity, in a very large number of cases, rene'awed fo‘r
further terms, that the societies have found no trouble in having such
transactions. The circumstance that almost all the urban societies pos-
sess enough funds of their own to meet all their normal needs or can
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;hemszlves raise the ‘ecessary amount has made them feel quite in-
: epfen fent units, neither seeking nor desiring contact with other
1ant1]’iutlons of their type. Only 171 are even affiliated to the Apex
tiz: . dN(;;c very much of .their surplus funds go to the parent institu-
i an' there are even direct dealings between the primary societies.
Ex?eptmg for this and common membership in many of the societies
which are in my opinion sources of weakness and danger rather than
f:em.entfng elements there is little co-ordination between the different
fnstltutlons, even among such as are located in one place. The societies
in the Mysore City have, thanks to the exertions of some ardent co-
operators there, latterly federated themselves into a Union, but th

are élready signs of the weakening of this newly forged bond‘ Th Pere
vincial Co-operative Apex Bank convened a Conference recéntl ef trl‘l)-
Bangalore City co-operative societies with a view to the establsi’s}(:me :
of some machinery for co-ordinating their work but the' Conferenne
seeme.d to find little favour with the institutions concerned. Ther ;
some informal consultation, however, between the societies v;rhen : ber.
son known to be a member of certain other societies as ,well se:kls)e‘:;
raise a loan in any of them. In the societies organised since a few vears
back, admission of persons who have been members of other socfeties

of the same type is strictly prohibited but most of the older societies
observe no such restriction.

I.n speaking of the working capital of our urban societies, I wish to
mention the extent to which they have succeeded in promo’ting thrift
among their members as measured by their share capital, and members’
deposits a'mounting to about Rs. 69,84,713. I may also me,ntion that v X
many societies have made a special feature of their Thrift De osit; erz
Provident Funds and some big institutions have made it comppulsoS o
the part of every member to continuously subscribe to such funds ven

he T?e Urlf)ap societies are as a rule well and efficiently managed, and

SChZ Io;‘m air .exarnples of truly autonomous institutions and ,good

sehe ;) s c1>r tleac?ung self-government. In almost all these societies there

electir;l;: e :ﬁtmn c1>1f Directors, the voting being by ballot. Now the

In them all are governed by a uniform :
t of rules and -
cedure suggested by the De i . ate an
partment. Elections to the Di

fought with as much kee i " to Toodl i
nness and vigour, as they are to 1 i

and political institutions. Ea o gle vate a0
. ch member has a singl i

by Doy 15 mmtons. : single vote and no voting

- Even while the Regulation before its r ;

\ ecent

amendment authorised the grant of votes in accordance with share

qualification in societies wi imi
ua ith limited liability, no soci
ciet
giving more than a single vote to a member 4 v, ought of

. . Candidat i
all members irrespective of his share holdings, t oo s open to

he only disqualification,
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as per rules recently introduced, being his remaining in default to the
society. Some societies (a very small number though) require that no
member shall remain on the Directorate for more than three years con-
secutively while in some fewer still, the Directors vacate their seats by
turn only after three years and are eligible for re-election. Under a recent
Rule propounded by Government under the Co-operative Regulation,
no society can elect the same person as its Secretary for more than three
years continuously except under sanction of the Registrar. One other
restriction against eligibility to the Directorate in urban societies has
been recently placed by Government by prohibiting its servants from
standing as candidates without previously obtaining its permission.
This was intended to give the co-operators among the non-official public,
larger chances to take part in the management of the affairs of co-ope-
rative societies. Generally, all the urban societies have paid staff of
their own, for clerical and menial work and but for this, service in all
institutions is entirely voluntary, though the duties and the responsibili-
ties of the honorary workers in several of the institutions are not a
little onerous. In a very few institutions, the Directors receive some
small sitting fees but this is a rare exception occuring in a very small
number of societies and even this is discountenanced by the Department
as well as the institutions themselves. Only the Secretary who has to
sacrifice so much of his time for the institution receives some nominal
honorarium, which is restricted to a maximum of Rs. 250 per annum.

The Directors carry on the business of the society through their
office-bearers elected by themselves, their paid staff and their sub-com-
mittees, and by holding meetings once at least every month. Their
actions are governed by the byelaws and the subsidiary rules framed
under them. The accounts are audited annually by independent Certi-
fied Auditors whose charges are met by the societies themselves. Very
many of them arrange for an internal continuous audit too by one or
iwo of the members outside the Directorate chosen by the General Body
and some of the bigger societies have their own paid audit staff in addi-
tion.

The Directors have to account to the General body for their ad-
ministration of the society during the year at the annual meeting through
a report to be presented to the General Body. This report together
with the Auditor’s report and the financial statements are to be publish-
ed at least seven days before the date of the meeting and most of the
societies print them and send a copy to every member. It isa very tame
meeting, in which these reports and statements are not well discussed,
criticised and commented upon before they are adopted. Interpella-
tions are asked and answered and the weak points in the administration
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are all dragged out, what are hinted at in the report and what
suppressed in the report. Much of the criticisms do seem irres o:; G:‘
ble and do not always proceed from disinterested motives and t}l:ou 1h
the Directors generally come out in the end unscathed it is’ not withogut
being subjected to strong and severe crossfire. This is especially
noticeable in the larger societies and indeed the adoption of the report
and the balance sheet forms the liveliest and longest part of the proceed-
ings of the meeting. A couple of societies in the Bangalore City have
maintained closer touch with their members through their biennial
meetings.

Of the Central Institutions, the Apex Bank is the only live one and
of great importance to the Movement. The District Banks and the

Federal Unions are all almost dormant, are felt to be superfluous and **

are being wound up. This Bank, was organised and registered in the
year 1915 and had a rapid growth. At the end of the year 1934-35 it
had a membership of 1,232, consisting of 256 individuals and 976 socie-
ties with a paid up share capital of Rs. 2,45,896, deposits of Rs. 33,70,181
and a reserve fund of Rs. 1,58,075. It lends only to societies and also
to a small extent to its depositors against their fixed deposits.
The latter kind of loans has now been prohibited by Government, unless
the depositors also happen to be members. Its present outstandings
amount to Rs. 25,71,574 of which Rs. 23,17,353 are against societies and
Rs. 2,54,221 against depositors. Its loans being mostly advanced to agri-
cultural societies, its transactions have been greatly affected since the
economic depression set in.

The Central Co-operative Bank is now actually a primary society
having jurisdiction over the whole of the State. This looks strange but
both its name and its wide jurisdiction are explicable by its origin and
history. It was the first and only Central Institution organised in th
State being registered in the year 1908 but like the earlier Central ? y
tutions in some other presidencies it had loan transactions both ‘t}i)s:tl-
dividual members and societies. In the year 1915 it was feltw hat
Central Institution that better accorded with the ideas of a t that
vincial Bank was necessary and thus the Apex Bank then kn, e Fro-
Provincial Bank had its origin. The two institutions had at %Wn 2 the
tensive jurisdiction throughout the State and later different s rex-
assigned for the operations of the two, so far ag lendin tal o e
went, without interfering with the Central Bank’s jurisdiitio Societles
ing loans to inviduals. In the year 1925 Government proposetzlntiegard-
version of the Central Bank into a primary society without e- c?n-
its existing jurisdiction over individuals to which restricting

<115 conversi
was not unwilling. ‘In order to obviate the conflict oflm;ui};sedpink
iction

{
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between the Central Bank and the primary societies working in the
different localities, the former was prohibited from granting loans of less
than Rs. 2,000 to a member outside the City of Bangalore. This explains
what looks like another anamoly to an orihodox co-operator viz., that the
Central Bank lends anything between Rs. 2,000 and Rs. 25,000 to an
individual member outside the municipal precincts of Bangalore and
directly, even in the distant nooks of the State. It is one of the biggest
and most efficiently managed co-operative institutions in the State quite
strong in its finances. Its reserve fund of Rs. 2,17,172 forming % of its
share capital is the highest in this Province for a co-operative society.

I have sought to give in the above paragraphs a general account of
the urban credit movement in the Mysore State. As stated already
the Co-operative Movement started here with Urban institutions and I
think it may be safely stated that they have all been well organised, well
managed and financially well off. They are not, however, flawless and
improvements are needed and desirable in very many respects, but on
the whole they have met with expectations in a very large measure, and
while one cannot speak with the same confidence with respect to the
rural societies, the Urban movement in this province may well be con-
sidered to have been soundly founded and capable of wide and u‘seffxl
developments. It has been the ambition of the Department that within
a few years from now and so soon as the economic distress and t_he
financial stringency may permit, we may count among the urban socie-
ties several non-credit institutions for organising the small artisans,
stimulating petty industries and producing and providing for the re-

quirements of all City dwellers.

Here in India, where there is a profound ignorance of Europeq,n
methods, some outside influence is necessary to advise and aid the vil-
lagers at the outset. This outside influence we propose to supply from

the local popular bank.
Dupernex.
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Co0-OPERATION MAINLY AGRICULTURAL

- r'f;};a; ;}:IZ g;-zzre;:t;\;zglﬁc;:egsgnt in the urbz.an areas in the Punjab

e t . In rural areas is an open secret Th
cause for this is not difficult to seek. Co-operation is born of essity
and this necessity is greater in rural than in the urban area ; n:; primd
fore the development of the Movement has not kept the saS o ther'e-
these two places. Moreover Co-operation in India was priml:xilpacte .
cd to remove agricultural indebtedness and that is still its most ?ms 31‘:‘
ant aim. Though the urban population is also heavily indebtedpcgl-
absence of landed security diminishes the safety of credit. There, ar ;
moreover, not many large industrial concentrations, where clients c?f’
“limited means” whose needs the Co-operative Act contemplates, can
be found in sufficient numbers to make organisation easy. The ,poor
population of the towns consists mostly of small traders, shopkeepers
artisans and persons following menial occupations. To the more pros-,
perous of the middle classes, Co-operation does not seem to make a
strong appeal. There is scope, however, for Co-operation amongst the
poorer middle-classes as they contain an element of stability of charac;
ter and occupation on which a structure of Co-operation can rest.

BANKING FACILITIES IN THE PUNJAB.

“ The Punjab ”, wrote the Provincial Banking Enquiry Committee ;

1929, “is better equipped with banking facilities than many parts of Inz.ln
Three quarters of the towns in India with a population of 10,000 1:
upward have no commercial bank. In the Punjab this is the C’ase ;-I:h
only 19 out of 45. 13 towns or markets have each a branch of tlh

Imperial Bank and of a Joint Stock bank; 19 more have one o he
other, and another 22 have a Central Co-operative bank or barkF e
union. To compare the Punjab and the United Provinces . . thenp ing
jab has 91 branches of commercial banks and United PrOVincés. only zuzn’-’

Co-oPERATION IN TOWNS.
The smaller trades and crafts offer a big field for co

terprise especially in the smaller towns and townlets,

these are particularly numerous, and they are largely u

-Operative en.
In the punjab
hprovided with

N
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banking facilities ; 67 per cent. of 45 towns with a population of 10,000
and upwards have a commercial or a central co-operative bank ; 40 per
cent. of the villages of the province have a co-operative credit society.
But only 26 per cent. of the towns with a population below 10,000 have
any banking facilities at all beyond a possible Out-station of the Im-
perial Bank or an occasional co-operative credit society, often designed
as much to help the cultivator as the trader. This is in sharp contragt
to conditions in the West. Over a large part of Europe it would be
difficult to find any town or townlet, however small, without some kind
of bank. In the Punjab, the part played by the bank in Europe has to
a large extent been filled by the indigenous banker, an individual or
frm receiving deposits or dealing in hundis, and doing this as its prim-
ary business, but this business has greatly declined due to the great
development of commercial and co-operative banking.

The small man in the town is left to the tender mercies of the pro-
fessional money-lender, who refuses to lend unless some valuable is
pledged. The position bears some analogy to conditions in the village.
There we have the peasant proprietor, who works with capital partly
owned and partly borrowed, but on too small a scale to attract a small
commercial bank. His counterpart in the town is the small shopkeeper,
who may almost be described as the peasant proprietor of the town.
He, too, works partly with his own capital and partly with borrowed,
and on so modest a scale that no ordinary bank can handle his business
at a profit. The need and difficulty may not be as great in the town as
in the village, but they exist, as indeed they once existed in Germany
and Italy. This is sufficiently attested by the remarkable growth of
the Schulze-Delitzch banks in Germany and of Luzatti Peoples’ Bank
in Italy ; and it is significant that in both cases the remedy applied was
Co-operation. There is a special necd for trying to apply the remedy in
the Punjab. The smaller towns are suffering from the decay of the in-
digenous banker, and in part this decay is due to the growth of the
Central Co-operative Banks which are seriously tapping his source of
deposits. In the larger towns his place is heing filled by the commercial
banks, but in most of the smaller towns this is at present impossible.
Since, therefore, Co-operation has helped to displace him, it should also
help to replace him.

TypESs oF URBAN CREDIT SOCIETIES.

The Urban Co-operative Credit Societies can be divided into three
main classes. (1) Societies for traders, businessmen and shopkeepers.
(2) Societies for salary earners. (3) Societies for artisans. Here we
are chiefly concerned with societies for traders, businessmen and shop-
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keepers. The main object of these societies i
;1::(1115 btéf}llr;?ssmc.an .with cr:edit .both for theirs :isfiir?:sr;ceartga?;:s:;ﬁ
ne . ]S- principal busmess. is short-term credit and in thi A
i; ?‘;V ;;S(;? eo largely the ordinary commerecial banks Theis;' reipl?:
s Lo sc;ts.mucxi.l tc};e .i)nle h}?nd, they undoubtedly attract in the Zl:alpi
of deposits o 0p1 al which would otherwise be lying idle or locked
lery. On the other hand, they provide credi somabl
rates, espec1all.y in districts where joint stock bank rould asonable
:Eeogs);:?;:; o(:;nng 'to 'their‘hig}.ler overhead charge: “ﬁ’luiclil not be. at.ﬂe
unlimited liability, which presupposes a limie::ds::mtlei
ea o

operation inti
perations and.an intimate personal confidence bet i
obviously unsuitable. etween members, is

On the Schulze Delitzsch mo ith Yimi 1
designed to finance businessmen ::ci’ :ﬁ:}lll ltl:;lt:i E:blzlty, Jrban banks
Punjab and are providing general banking service i © found all over the
the ordinary joint stock bank could scarcel © in small towns where
fit. Though Co-operation is far more stronylo
than in the town, the town in the Punjab isggo

perate a branch at a pro-
entrenched in the village
t altogether neglected.

Procress oF UrBAN CREDIT SOCIETIES.

In view of the recommendation

Committee that the urban banks shoul(g ;:edt::;; ed i i i
a special enquiry was made in 1930 to ascirt In this province,
of societies in towns. There are 146 towng aln the number
and all but 17 have primary credit societjes g‘ the Punjab,
the urban population was touched by Co-onerati Per cent. of
- 1930. Considering that little special effort has bf erative c'redit in

this is better than might have been expected and csn made in towns,
with the 11 per cent. for the rural population. In th mé)arc?s faYO.urably
estimated that there are co-operative societies funit' Ufljab,‘ 1t 1s now
cent. of the villages of the whole province: the ¢ g oo 45 per
for the towns are not available, ' orresponding figures

jab Banking Inquiry

Special efforts have been made during th
lop small urban banks, Government appoigntec:;e 'cr},r:etglz yeztars 1:9 deve-
especially for work in urban areas, in order to develop a Sectors in 1933
urban banks recommended by the Punjab Banking Inquiys %m of S.mau
They were sent to Bombay to study the working of th:y v 0m§ttee,
developed urban movement there. Most of the year 1934 wa:r:' khlghly
in making a careful survey of the lines on which development ; axen up
and laying down rules for the formation of societies along thesesliposmblc
few societies were also formed in accordance with the new principrllzsss .anlz

»
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attempts were made to bring some of the existing societies into con-
formity with them. In 1935 the urban societies showed signs of the
activities of the special staff—of 3 urban inspectors—which has been
working for the last two years; the Gujranwala Central Bank also show-
ed wisdom in contributing to the cost of a Sub-Inspector to start and
supervise societies in the urban area of Gujranwala, which resulted in

the formation of 10 new societies.

WorkinG oF UrBaN CREDIT SOCIETIES
The statement given below indicates the slow but sustained progress.

1930 1931 1932 1933 1934 1935
. Societies . 505 533 534 567 591 623
Members on Rolls .. 29,8717 37,812 35,026 37,315 39,066 41,689
Members new .. 4,267 5,169 3,480 3,153
In Lakhs of Rupees.
Demand of Recovery .. 43 45 37 38 35 37
Recovery .. 53 54 49 48 55 63
Overdues : —
(a) Principal 1-5 1-9 19 23 1-97 2:05
(b) Interest .. 1-9 2-8 32 4-3 4-5 4-48
Increase in deposits .. 6 1-5 05 1-9

The number of societies has increased from 505 in 1930 to 623 in
1935, membership from 29,877 to 41,689 and the amount recovered from
Rs. 53 lakhs to Rs. 63 lakhs. The overdues in principal and interest have
risen from Rs. 1.5 and Rs. 1.9 lakhs to Rs. 2.05 and Rs. 4.48 lakls

Compared with urban banks of some other Provinces and

respectively.
ly weak in transactions, finance,

States those in the Punjab are certain

. outlook and service.

CLASSIFICATION

The following table shows the classification of the Urban Credit
Societies for the past three years for which figures are available.

Class. 1932. 1933. 1934.
A, 28 28 46
B. 85 99 71
C. 372 373 375
D. 26 47 54
Unclassed 23 - 19 28

A brief account of the Urban Co-operative Societies in a few dis-
tricts will illustrate their practical working.



70 THE INDIAN C0-OPERATIVE REVIEW

URBAN SOCIETIES IN LAHORE

In Lahore there are 103 urban societies, including those
for salary earners, with a membership of 21,571. The average
membership per society is 210. These societies advanced
Rs. 36,77,487 in 1934 as against Rs. 32,73,188 in 1933. This shows that
the fear of new loans, which characterised the years of depression, is dis-
appearing from the minds of the members and from the societies. The
societies do not now hesitate to advance loans to their members for pro-
ductive and legitimate purposes. Rs. 36,86,855 were on loans at the end
of year. In these societies the most favourite rate of interest on loans
is 938 per cent. These societies can attract large deposits at 3 to 6 per
cent which is much lower than what they have to pay on the loans from

the Central Banks and therefore they can easily reduce their rate of
interest on loans.

URBAN SoCIETIES IN GURDASPUR

There are 28 societies in Gurdaspur, 4 of these are of limited and 24
of unlimited liability. The number of their members is 1743, These
urban societies in Gurdaspur advanced Rs. 2,23 50

9 in 1934 as against
Rs. 2,40,092 in 1933. Rs. 2,15,785 were on loan at th

e end of the year.

The rate of interest on deposits allowed by these societies varies
from 2 to 8 per cent in different societies, according to the credit they
command in the market. One of the societies was registered in 1910,

608 members in urban societies are free of debt and 12 members have
Rs. 33,480 as deposits with the societies,

THE IcHHRA C0-OPERATIVE BANK.

A brief note on the working of one of the leading urban banks will
show the utility of such institutions. The Ichhra Co-operative Bank
was registered on 13th July, 1929. The authorised capital of the bank is
composed of unlimited number of shares of Rs. 100, each. Every memp.-
ber has to take at least one share, the maximum being 5. At present
each member holds one share only. The liability of the members for
any deficit in the assets of the bank is limited to five times the value of
their shares. The Maximum Credit Limit of the bank is Rs. 45,000,

DEeposirs.

It is compulsory for every member to make a
posit with the bank for one or more of the following
is specified at the time of making the deposit and

monthly savings de.
objects. The object
there is 3 separate

‘Y‘\

v
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h object:-—(a) The illness of himself or any relat:we
32;21:132:: I;meicr resiiling with him; (b) the edu_cation of‘ any relative
dependent on or residing with him 3 (c) 'the marriage of hlmselffolr ag{r
relative dependent on or residing with him; (d) the purchase of land;
(e) the building of a residential house.

Loans.

According to the bylaws loans may be granted to a member for any
necessary purpose but they shall not be granted for extravagan}’: 9r
speculative purposes. No loans shall be advanced'. to a member who is
not making monthly savings deposits. The C.omrmttee cannot grant aps;
member a loan without security. However, in emergent cases a specia

"loan up to Rs. 100 may be granted without security and irrespective of

any loan already granted, provided it i§ coverefi 1?y the value of sh;res
or deposits and is approved by a two-thirds ma]on?;y FJf all the mem Efs
of the Committee. This special loan must be repaid in 5 equa}l mont (}ir
instalments. Interest at the rate of 93 per cefut per annum is cbarge
on each loan. The maximum loan or cash credit which may be given ':)o
a member is Rs. 2,000. No surety can guarantee more than 35. 50
Fixed loans are for 3 years. Cash credits are on demand. Tbe former
are given to people wishing to build a house, -the latte:r to business peo-

le. The advances, excluding the few exceptions which are all against
E:e;d deposits, are granted to members. The .C.ommittee of the bank are
intimately acquainted with the financial position of _the borrowers l;-a.nd
the value of the security mortgaged. ’l_‘he ca§h cred‘xts are all wor ing
well and fixed loans are being repaid satisfactorily. The security,
generally, is adequate.

* ADVANCES.

The advances of the bank mainly fall under three heads namely,
loans, cash credit and overdrafts. In making such advances the bank
entertains various kinds of securities, such as stock and shar?s, per-
sonal sureties, equitable or legal mortgage of landed propex.‘ty, life pol.1—
cies, and documents of title to goods. Among the Co-operatwe Banlﬁis 11;
the Punjab, this is the only bank whose members enjoy the benefit o
such a wide selection of security against advances.

CHEQUES. C

The bank collects cheques, mostly drawn on Lahore, for its custo-
mers. The number collected in a year is about 2000. Its charge for
ordinary amounts is one anna per cent. For amounts running into
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thousands one pice per cent. There is very little profit in this business
but it must be a great convenience to the bank’s customers.

RECENT WORKING

The working capital of the bank amounts to about 1% lakhs. The
reserve fund is roughly Rs. 4,000. The total deposits from members and
non-members are 1.25 lakhs. Rs. 21,000 were advanced as loans last
year to members; and cash credit limits were allowed to the extent of
Rs. 36,000. The bank earned a profit of Rs. 4,158 and Rs. 7,001 in 1933-34
and 1934-35 respectively and distributed dividend at the rate of 10 per
cent.

ReceENT RELIEF MEASURES

The following special measures were adopted by these societies
to afford relief to their members to tide over their present difficulties:

(1) In most of the societies the system of rebate amounting to
Rs. 3-2% in interest was adopted on punctual repayments. (2) Some
societies changed their by-laws from indivisible to divisible profits.
(3) Arrears of Central Bank demand were not carried forward to next
year. (4) The rates of interest were reduced in a number of socie-
ties. (5) Societies credited all recoveries from members to their
principal account without setting off anything towards interest. (6)
The members whose loans happened to be in excess of the Maximum
Credit Limit as a result of the reduction in the latter, were allowed
accommodation to the extent of 75 per cent of their repayments. (7)
An effective brake continued to be applied during the year to the
tendency of the societies to have frequent resort to Arbitration pro-
ceedings. (8) Share money was deducted in the adjustment of loan
account where a member wanted to leave the society. (9) The num-

ber of shares were reduced and the paid-up share money spread over

the remaining period and fresh demands stopped. (10) The Central
Banks reduced their rate of interest all over. (11) Easy instalment
of loans and interest were fixed. Where necessary only partial in-
terest was demanded. (12) Repayment of instalment was not strictly
taken into consideration while making fresh advances.

These concessions have encouraged the members and have pro-
duced a very healthy effect on the working of societies.

PoLICY FOR DEVELOPMENT OF URBAN SOCIETIES

A Conference of the Officers of the Co-operative Department wasg
held at Lahore in November 1934 to advise on the policy to be adopt-
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ed in the development of urban co-operation. It recommended that
the best form of society suited for petty traders and shop-keepers
was the Thrift and Credit Society with limited liability and fairly hand-
some shares.

CONDITIONS FOR GRANT OF LOANS

(1) Personal Security. It also suggested that in all urban sn-
cieties all loans should be on personal security except in special
cases. The remarks of the Townsend Committee of Madras in this
connection are interesting. It states that “a large proportion of the
loans given by these (urban) banks is on the security of mortgage; in

, fact some banks almost confine themselves to this business. We con-
sider that urban banks should invest a much larger proportion of
their money on the security of personal surety-ship and should pay

much greater attention than at present to the repaying capacity of their
members.”

The Conference also recommended that loans should be subject
to a limit laid down in the bylaws according to the circumstances of
the society. Rs. 500 was suggested as a suitable limit in ordinary
societies but in special cases the limit might be raised to Rs. 2,000
subject to conditions with regard to collateral security as the Assist-
ant Registrar may deem necessary.

(2) Mortgage Security. Mortgage security of immovable pro-
perty should only be accepted as a collateral. The value of this class
of security largely depends on the mortgagers’ title, on there being no
prior charge on the property, and on the mortgage deed being correctly
worded, executed and registered. A mortgagee, therefore, when lend-

» + ing against this type of security, to comply with reasonable business

precautions, must (i) examine or have examined the title deeds to dis-
cover if they are complete and if the mortgagor is the sole owner. If
for any satisfactory reason there are no title deeds, he should obtain
the necessary certified extracts from the court. If there is any doubt
as to the completeness of the title deeds, etc., he should consult a law-
yer, (ii) have the court records searched for the prior 10 years and
obtain a certificate that there are no prior encumbrances ; (iii) have the

mortgage deed drafted by a lawyer and (iv) have the mortgage regis-
tered.

Loans without security up to a small limit (Rs. 100) may be allow-
ed provided that the member holds a minimum number of shares laid
down in the bylaws. Lending against fixed deposits is permitted up to 90
per cent of the face value. No personal security need be taken for loans

10
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against fixed deposit receipts.

. In selected societies the general meeting
may sanction cash credits to s

elected members.

(3) Jewellery. Loan against jewellery may be allowed subject
to the following precautions :—(1) Reliable Sharafs should be appoint-
ed for doing valuation on a commission basis, (ii) The Sharaf should
execute an agreement in favour of the society for making good any loss
that might occur through his incorrect valuation,  (iii) A limit should
be fixed by the Committee up to which certain Sharaf might certify
valuation of jewellery, (iv) Proper arrangements for the safe custody
of the mortgaged jewellery be made by the society, (v) Advances

Th? precautions stated above do not materially differ from the
suggestions of the Indian Central Banking Enquiry Committee which
recommended that “ urban banks may be permitted to advance money
on the security of gold and silver ornaments, on the former up to 79
per cent and on the latter up to 50 per cent of the value. Such loans
need not necessarily be limited to the individual borrow.ing power of
;lhe members as ﬁx.ed by Fhe Managing Committee. Greatest care iS
P;):izzgr;gf}?:}ll?%all?ks\tilumg and holding in custody gold and silver

4) S'tock-in-tmdt'e. As regards advances against stock-in-trade
the folilowmg precautions were recommended :—(i) Regular legal
possession of the stock should be obtained by the society, (ii) Advan-
ces shou}d r)lo;c, e;{ceed 75 per cent of the market value of :che mortgaged
goods, (iii) Valuation should be done by g i i v
Stock-in-trade should b ! e g o he line, O

. e insured against fire and burgl v) This¥
business should be undertaken by only large urban bal;xgk:ry’ “ "

(5) Maximum Credit Limit. As for maximum credit limit the Con-
ference recorded its opinion that it is very difficult to get an accurate
idea of the income of

. . the people engaged in trade and business ; thus it
Is not possible to fix credit limit in terms of income. These limits will
%1av.e to be based on the knowledge of the Committee and reputation of
individual members.

But it is suggested that no loan should exceed
8 times the value of a member’s paid up share,

BANKING FACILITIES

Urban societie

They should 1. e s should afford facilities for savings bank deposits-

quired to keep undrawn a portion of their cash credit
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and other liquid resources, equal to 25 per cent of their. total savings. ba.nk
deposits. Current accounts should be opened by blg urban soc1;31tles.
Cheque system should be encouraged. Selected Societies may bfe at ;v;r-
ed to undertake Bills for Collection and Demand Draft business for their

members.

All this is in agreement with the recommend‘?tions ;f thg Indxoagt
Central Banking Enquiry Committeela1 ‘;’(}-ﬂfih thatsjsm’;};:ttz :e;‘:e;s ti: ob-
jecti institutions doing all kinds .
Lfitlfzgt:::tsﬂ:;sfheir members, but they should l?)e debarred‘ from ethCe;*:lxﬁ
into forward delivery contracts in any market e%ther on their own gdl o
or on account of the members. As money circulates more rapi fythic
urban societies than in villages, these urbap bank§ on accgugt ;) Wit};
special feature, do modern advanced bankmg‘busmess an dia e
their members on current account. The g?antmg 9f casil credi s,nd o
ing in cheques, collecting and discounting inland bills, ¢ ;arm%g :urban
mittance business have all been permitted nearly.ever?v elre ”o
co-operative societies and should be encouraged in India also.

BENEFITS

These urban banks undoubtedly act as a valua'lbltla credit ;%-::ya :()1
traders by providing them with loans on comparative yt iazhi(:h s and
they are bringing into the market muc}} \{alualliie cap1l:nd hich woud
possibly either be hoarded or locked up in jewe exg orand ot unceone:
mic price. They are teaching the principles of banking ;

rally to a large section of the people.v

NEep ror CAUTION : .

One of the dangers would appear to be thatlthe S(;fu::yl(x:;:y :I:";Ogl;
too large and unco-operative. If the persona :)01:;:’ ability ,to repay
criterion for granting loans becomes th? ‘mem ek institution. Care-
there is little to distinguish them from a Jom‘t stoe f some ne;cus bet-
ful definition of the area to be served, the existence toof the Committee
ween members, a working acquaintance o.n the pard.t limits are essen-
with members’ income and a judicious, ﬁ-xmg ;fl creulccess of this typ=
tial for the prosperity of urban socleties. 1efs mmittees and their
of bank depends to a large extent on the contl‘%vﬁ ceo committees err, it
knowledge of business principles generally 1 ber' ess knowledge or
is almost invariably from the lack of general busin s urbat;l o
from false notions or sentiments. It is true that som.et }f e e
operative societies have sometimes been too fsefe w'clhem without 3;are-
their disposal and granted loans to all who asked for
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fully assessing their ability to save, and came to trouble. But then, they
courted trouble and they must thank themselves for their difficulties.

ConcLusion

Till recently the village has been chiefly the centre of co-operative
activities in the Punjab. But now a beginning has been made to turn
activity to the town where a vast field remains to be explored. The
conditions prevailing in the town are radically different from those that
obtain in villages. Urban life is characterised by lack of mutual know-
ledge, diversity of occupation, a more or less developed business instinct
and egoistic tendencies. In order therefore to propagate the co-operative
movement among urban classes in towns a special staff with urban out-

look and capable of understanding their psychology was the urgent 4

need of the Movement. The demand of this special staff was made by
the Registrar many years ago, but the financial stringency stood in the
way for some years. As already stated, Government sanctioned three
Urban Inspectors in 1933 with head-quarters at Amritsar, Jullundur
and Sialkot. This special staff was busy in studying their environment
and surveying the ground to be covered during the last two years.
Therefore the progress in the organisation of new societies was bound

to be slow. Moreover the speed of progress in the new field has neces-
sarily to be slow at the start.

“ We are proceeding,” writes the Registrar in his Report for 1934,
“with great caution, and in consequence the chief complaint against
these banks at present is that owing to the small amounts which they
are prepared to advance and the great precautions under which they
make their advances, they are of little use to the trading community
for whom they are chiefly designed. It is, however, better to advance

cautiously in this direction at first, rather than make large loans which .

may be difficult to recover later.”

When once the urban classes are convinced of the usefulness of the
movement, the speed would be accelerated and the leeway made up in
no time.

URBAN BANKS IN BIHAR AND ORISSA
By

Mg. V. M. THAKORE,
Secretary, B. & O. Provincial Co-operative Bank, Ltd.

Bihar is very thickly populated and contains a very iﬁgfhmﬁ:ﬁz
i king facilities whatsoever. e

of towns which possess no ban e A
i ) i f petty merchants and shop-keep

have a fairly large population o : plcecpers o

inkli i As the province has no seapo :
a sprinkling of artisans. ; e <hiefly
i tre of great importance, tne
quently no commercial cen e e sl
ili i ts, except for the few
confined to retailing the requirements, . oo
{ the land. The ordinary bu
merchants who export the produce o :
of most towns therefore is too small to enable a branch of a Commercial

Bank to function profitably.

Considering all the factors BihfarU p;ovi%es :;)r; rzz:;llglin 1f{iseld ’If;::
isation and management of Urban Co-0 : -
;};Zg22§:2§af:: Irlnade in this directi01.1, however, has 'not. been t;ngl;isesll;/;-.
Little attention has so far been paid .to the orgamsatlfm:h and evelop-
ment of urban credit on co-operative lines ar.ld. many of 1e :lxls 1r§ers
stitutions owe their origin entirely tf; the initiative od oc wc:.1 .nar..
Due to the general ignorance of busmgss. me_thoiis an e;:en oroxt e):
principles of banking, many of the existing institutions da\:; n : yv;
been able to show any signal progress or iievelopment an : ey lea
much to be desired in the soundness of their methods of work.

Out of a total number of 75 Urban Credit Societies o.nly 11 are
People’s Banks of the approved type. ’.Fhe total meml?erlshxpris tlﬁs-f
11 People’s Banks is 33,481 with a tota? paid-up share capita fo Rs. t,
reserves of T Rs. 75 and working caplta’l of T Rs. 859. The our lm(i)OI}‘l -
ant banks in this class are the People's Bank of Patna City an ht e
Traders’ Banks of Bankipore, Muzaffarpore ar.ld Darbhanga. .Afll these
11 banks accept deposits and give loans t.o their membﬁ:rs. Thellr mem-
bership is not confined to traders and artisans b-ut als.o 11"1clu.des a\;/‘yers:
doctors and salaried servants of the State and private 1nst1tut1or.15. ; (::al.lb
are given both against mortgages as well as personal secumt}:r1 tu 1{;
several banks mortgages are preferred. Loans are advanced to a

members, not necessarily for trading purposes only, for long periods
’

*7Rs. denotes thousands of Rupees.
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of two years or more and are repayable in monthly instalments. In

addition to fixed loans some banks also give cash credits to their mem-
bers for current requirements.

Some of these practices of People’s Banks in Bihar and Orissa are
in contravention of the approved principles of such banks organised
either on the Luzzati or Schulze Delitzsch system. None of these banks
maintain adequate fluid resources to meet their liabilities but depend
entirely on their financing banks for such assistance when needed. One
of the banks has invested nearly one-fifth of its total working capital
in constructing several houses to be let out on rent. In all these banks,
considering the class of people with whom they deal the percentage of
overdue loans is very heavy. This is due partly to the present econo-
mic depression and partly to the incorrect method of granting loans to
members. Most of these banks do remittance business on behalf of
their members. Considering their popularity their future is assured if
right advice and direction could be made available to them.

In addition to the People’s Banks there are several salary-earners’
societies, all of which are doing well. The first important group con-
sists of 13 societies situated in Patna. This group contains nine pro-
vincial societies and four societies for the ministerial staff of the Govern-
ment ‘Secretariat in Patna. Out of the nine societies, the Post and
Telegraph Society, the Police Officers’ Society and the Provincial Civil
Service Co-operative Association are big societies, each commanding
resources of several lakhs of rupees and which can be classed as Urban
Banks. The remaining Societies, i.e., of the Education Department, the
Income-tax Department, the Co-operative Department, the Excise De-
partment..and the Agricultural Department and the Auditors’ Union
are comparatively small. With regard to the four societies of the minis-
terial staff of the Government Secretariat, they formerly formed one
society called the Secretariat Co-operative Banking Society. This was
recently split up into three for Bihar, Bengal and Oriya Hindus and
one for Muhammudan employees of the Secretariat,

All the above societies except one are for Government servanis
serving in different departments and in different capacities, Care is
therefore taken to see that a member of one society does not become
a member of any other society. All these societies accept deposits and
advance loans for all purposes to members. As the societies are of
salary-earners and as in most of them the consent of the office is ob-
tained for the recovery of dues from salary bills, little difficulty is ex-
perienced in the matter of recovery of loans from members. None of
these societies, except that of the Provincial Civil Service Association
members, maintains fluid resources. Some of them have introduced
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i in the shape of Provident Fund Depo-
s-chemeS forbcomp:rl}i?lzy : af:l;g;e::et introdsced Death Benefit schemes
sits of mem zzz’rs of deceased members. In such schemes no risk is
for the lfuccf) the society itself but in case of death of a member a
ey elxll 'ymade on the other members who have agreed to sub-
?ci?}sz tf):asucf calls and the amount so collected is paid to the successors

of the deceased.

i alary-earners’ societies is situated at

Another lm}c)loIc“i)annstistgsr (:)lép“(')IfI;COZ societies. Practically each De-
JamShedporfe t?llze reat Tata Iron and Steel Company has a separate
par. e Ig;) ees which encourages thrift and makes loans avail-
soclety of iis Smp yt cheap rates. Some of these societies command
able to mefm bers aa lakh and can be classed as Urban Banks but their
resourees o oVﬁr All these societies have been organised and super-
n}lmber p SII‘I;I ifare Department of the Tata Works and their working
.wsed .bfy tt};er eThe total paid-up share capital and reserves of these
‘l‘sTsIaStéISC;l ?’ so)(;.ieties amount to TRs. 918 and their total working capital

to TRs. 1)337’

In addition there are several other societies of Municipal and Rail-
gmployees and of Depressed Classes in different places but most
“;afhem are very small although their working is not unsatisfactory.
o

Apart from the salary and wage-earners’ societies, the working oi
People’s Banks leaves much to be desirgd both from t‘he soundness ?
their finance and the efficiency of their work. No 1mprovc‘3me}111t in
their working can, however, be effected unless tbey are placed in charge
of a Special Assistant Registrar, who ha§ received proper training in
banking and is well conversant with business methods and procedure.

Mere nmumbers are mot a measure of success in co-c;tperationt.
Quality is the test, and quality is to be measured as much by the extent
i bership improves the general outlo?k 0f the ndwdua
:r(:e::iz:zcrh argel;’:/ any betterment that it may effect in his economic con~

dition, Lord Linlithgow.



URBAN CO-OPERATIVE CREDIT IN BURMA

By
Mr. U. MauNG GALE,

Officer-in-charge of Urban Co-operative Societies, Burma.

The Urban Co-operative Movement in Burma began in the year
1908. The earlier urban societies were of the Raiffeisen type but later
the Luzzati model was adopted. Before the year 1918, the number of
urban societies was few and a real impetus was given to the Movement
only after the appointment of an Assistant Registrar for Urban Societies
in that year. The statement below shows the growth of the Movement
during the past 15 years.

o

254

P gRm No. of Loans to R

. b1 Shares. D i eserve

Year ‘6§ g  members. eposits. | bers. Fand,

s 8 g

Sl Rs. Rs. Rs. Rs.
1920 123 15202 1215483 645083 1747694 97970
1925 173 28,161 29,41,090 15,53,001 43,45,442 3,53,752
1930 161 27,924 4533155 1121882 4799290 565433
1935 150 33,618 61,63,956 416319 4711614 452769

The effects of the world depression in trade have left their marks on -

the Movement in Burma as in other parts of India and the urban socie-
ties and town banks have passed through troublous times; but forty-
nately for them, they have managed to weather the storm better than
their sister societies of the rural areas.

A regrettable feature of the Movement was the entanglement of
the urban societies in the political movements of Burma between the
years 1925 and 1930. The result was the liquidation of a considerable
number of societies which might have continued to flourish up to the
present day, had they kept themselves aloof from political activities
Party factions came into being and the co-operative spirit was often re-.
placed by much political enthusiasm. The Burma Urban Co-operative
Central Bank (now in liquidation) which was doing good banking busi-

1
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ness in remittance and cash credits took the lead in this respect and the
decline and fall of the Urban Co-operative Movement in Burma between
the years 1925 and 1930, was in a great measure due to the political ten-
dencies of this Central Bank to which were affiliated all the Urban
Societies in Burma excepting those situated in Rangoon Town. In
order to gain popularity and thereby to secure more political adherents
to his side, the Manager of this Central Bank even issued large loans
{o undeserving societies against the mandate of the Committee of the
Bank. The non-repayment of these large loans was the inevitable re-
sult and many of the societies had therefore to be placed under liquid-
ation. Only such societies as differed in opinion from the Manager
and his supporters in matters politic survived, because they had been
refused these unnecessarily large loans. Fortunately or unfortunately
for them, the Registrar adopted a policy of laissez faire which found
great favour with the societies at the time. The liquidation of the
Burma Urban Central Bank which followed shortly after the wake of
these happenings was, however, due not only to the heavy losses which
resulted from mismanagement but also to considerable sums of money
being misappropriated by the various Branch Managers as well as by
some of the staff of the main Bank. The liquidation of the Central Bank
was followed shortly after by the fall of societies which were heavily
indebted to it.

But the misfortunes of the urban societies did not then cease ; for no
sooner had the undesirable elements been eliminated and the political
tension within societies relieved, than they had to contend against the
effects of the world-wide depression in trade which brought in its
train economic ills from which the urban societies have not as yet fully
recovered. Some have weathered the storm but many have landed
themselves on the rocks of liquidation. Despite these discouraging
circumstances, the figures for the year 1935 are not unfavourable and
perhaps a word of explanation is necessary for this paradoxical state-
ment. While the urban societies and town banks outside the city limils
of Rangoon were vitally affected by the political movement and the
economic depression, the urban societies not only in Rangoon but also
in such large towns as Akyab, Mandalay and Maymyo remained active
and continued to do excellent work. The decrease in the number of
societies situated in the districts was therefore counterbalanced by an
increase in Rangoon town alone in which there are now over 30 socie-
ties in existence.

It is worthy of note that all the urban societies in Rangoon belong
to the Indian community among whom the spirit of co-operation con-
tinued to remain alive in spite of many vicissitudes. It is also a matter

1
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for gratification that these societies in Rangoon have worked with their
own subscribed capital, that is, by not even accepting deposits from the
members. Overdue loans due by members were also few in number.
There are, however, a number of grave defects in the working of these
urban societies which detract from the value of the good results achiev-
ed. The membership of the societies is sometimes too large and mutual
supervision which is so necessary in a truly co-operative society is gener-
ally lacking. Unlike rural credit societies, the purposes for which loans
are granted cannot be restricted to productive purposes and sentiment
as well as customs both social and religious require that loans should
be issued for multifarious purposes—a circumstance which enables a
member to obtain a loan at any time on some pretext or other. Loans
given to members are therefore often misapplied and supervision in
this respect has often been found to be too slack. Members were found
to have been granted loans more than once for the purpose of liquidat-
ing old debts or merely for liquidating recent debts without assigning
any definite reason and the Co-operative Department is now endeavour-
ing to check the tendency to commit such breaches of the by-laws. Pur-
poses for which a loan is usually granted in an urban society are (1)
building or purchasing a house ; (2) educating children ; (3) liquidating
debts incurred prior to admission into the society ; (4) illness of the
borrower his family or his dependents; (5) litigation and (6)
marriages and funerals or other ceremonies, which in the opinion of the
Committee are on a scale suitable to the borrowers’ income and station
in life. Recently formed societies have even added purposes of trade
as one of the legitimate reasons for the issue of loans,
tendency of urban societies is to deteriorate into mere money-lending
concerns in which the greed for high dividends is all too evident. Nor
is it an easy task to stifle this tendency because the more thrifty among
the members have come to look upon the society as a means of increas-
ing their savings from which it is but natural that they should expect to
‘obtain a fair return on their capital. In some of the large salary earn-
ers’ societies, monthly subscriptions from members have so much in-
creased their working capital that there is actually a surplus of money
which cannot be more profitably employed than in the purchase of gilt-
edged securities or in deposits in commercial banking concerns.

In short, the

Liquidations of societies have generally been barren of results in
that the attachment and sale of properties, whether lands or houseg,
have not been successful. Outside the large cities, house property can-
not be easily sold as there is a lack of buyers. The same might be said
of landed property for which outside bidders are few and far between
at auction sales. In the majority of cases, the liquidators have been
forced to buy up the properties themselves. The tightness of the money
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erhaps with sentimental reasons which prevent I.leig.h-
have contributed largely to suc]: hre.sullfs an l;iu:}cll;
h property in their hands.
ators have' g?nerailg z:;i?;lle:fdﬂﬁ: hI;s ieen much accumulation of
fiving SOCletle's }? have either been bought up at auction sales or volun-
1;;:red by the members in disc}_large of their debtfs. Tdh:
i 1 of these properties is a problem which has not as yet foun ?
dlSpO.Sa Some depositors have been good enough to accept hous.e.,
solution. OTheir current market values in lieu of their fixed deposits
and lands aJ'Cority have remained adamant and insist on the return of
but. the ma) A scheme of reconstruction of societies which 'have .ac-
thelr moleey' uch broperty in lands and houses is under consideration.
cur.nulate 21 to hand over the properties to the original owners on the
- prop;fase bond by which the purchase price at the current r{larket
rent pur'Cu be repaid in equated instalments spread over a period of
value WIIJ ealisable assets will have to be written off against the' large
years 5 n;;ich have accumulated in the Reserve Fund which, as in the
amogntshw hitherto been utilised in the issue of loans to the members
Punjab, 12 This scheme of debt conciliation is however largely
themselVetS- the good will of the depositors and it is left to be seen how
dependenl f:trcler are prepared to wait for the money which would other-
tong theveabeen lost in liquidation and other expenses.

market, coupled p
bours from bidding,

properties w
tarily surren

wise ha

. . .. i
Not the number of societies in a Province is deqswe, b;tt tII:eis
iency. Inefficient societies discredit the co'-oz.)eratwfa ?DOT.,;souml

eﬁic:o diﬂ.‘icult to form mew societies as to run existing societies 0
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lines. Foreign Banking Experts’ Memorandu.,m

to the Indian Central Banking Committee.



THE SIZE AND CONSTITUTION OF URBAN SOCIETIES

By

Mr. K. C. Ramarrisunan, ML.A.,
Economics Department, University of Madras.

The conception of a co-operative society as a compact and closely
knit association of individuals of particular economic or social strata
may hold good for ever in the case of rural unlimited liability societies
of the Raiffeisen type. This type still preponderates in India and de-
serves the special support of the State. But it cannot, beyond a limit,
serve as the model for other types of societies, whose special needs
should be recognised even by a State with a predominantly rural bias.

EaArLy OpposiTION TO LLARGE SOCIETIES.

Unfortunately the constitution and administrative control provided
for the large urban societies have been closely modelled on those pro-
vided for small rural credit societies. The State and the public have
become so much accustomed to considering the two types as the same
more or less, that it is not now easy to convince them of the real diffi-
culties felt by the management of the larger societies and of the need
for reform of their constitution. The Maclagan Committee, for instance,
stated: “The main principles which govern the administration of
agricultural credit will be equally applicable to the organisation of non-
agricultural and non-credit societies.” The distinction, however, that
they clearly made was that large, urban societies could not be really so
co-operative as the small, rural societies. Large societies are to be
deprecated ”, for they “ must inevitably lose their co-operative charac-
ter.” This belief in the inherent contradiction between larger size and
co-operative character which has persisted for a long time in the minds
of British administrators in India is rather strange, as it does not seem
to have existed at any time in Great Britain and the unmistakable trend
of recent developments has been towards a great increase in the size of
societies, though they have not been oblivious to the problems that size
has given rise to, as we shall presently see.

LATER ENCOURAGEMENT OF SIZE

Opposition to larger size has, however, been wearing down in India.
In the case of urban credit societies, the Townsend Committee on Co-

1. Report of the Committee on Co-operation in India, 1915, pp. 6, 11 and xi.

4
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operation in Madras did not countenance the idea of restricting the
number of members. They indeed favoured larger size as they thought
that the business of such banks was more technical than personal ; that
mutual knowledge among members was of little consequence when. the
liability was limited ; that the best technical knowledge was obtained
when adequate payment was made and that the larger the bank was
the larger were the funds available for such payment. Tbey added :
« We found banks with 2,000 members doing very well, while many of
the smaller banks were not prospering ”2 The revised Madras Co-
operative Manual contains the official view which does not encourage
splitting as of old but favours large size and suggests “ the formation of
local branches, each with a limited area of jurisdiction and a local com-
mittee 7.2 This question has been discussed at some length in the three
Madras Urban Banks’ Conferences held in 1928, 1932 and 1933, and the
opinion has been almost unanimous that there should be no ifn.pediment
to growth in size, though there have been differences of op}mon as to
the devices that should be adopted to preserve thfe co-operative charac-
ter of the institutions. The view of the leaders in Bombay, noted f(.).r
its development of Urban Banks, is well expressed by Prof. H. L Kaji,
who presided at the third of these coniferences. He was gr.atlﬁed to
note that in Madras societies were “trying ’Fo ex‘I‘)and into blgge.r and
tter financial bodies than before’. He said: “A bank does imply
bette erations and the Bombay practice seems to me sounder,
ller the working capital the more inefficient and ill-paid
taff and the more unsatisfactory or unprogressive the manage-

the S s The finding of the Indian Central Banking Committee,
. uite clear on this subject. “ The development of large
1d be encouraged, though restrictions on the area of
considered with reference to the extent of population
d by these banks, so that the operation of the banks

large-scale op
since the sma

ment
however, is not d
urban banks shou
operations may be
of the towns serve

2 Report of the Committee on Co-operation in Madras', 1927-28, p. 48'. -

' the German founder of urban banks, would not himself hear of hrfutmg
any class or calling, nor the aread ofda bank t}c: t::\ny pafx;nculzlx;
¢ ictrict”’ leave it to the bank itself to decide over what area it cou
d.lstrwtf tbutexv:;rﬁdits services. The more members there were the safer would
thhbsa;: i)’e the less would its management cost and the more substantial would
:)teth:nsecur}ty which it had to offer. H. W. Wolff, People’s Banks, pp. 91, 92.

3. The Madras Co-operative Manual, Revised by H. M. Hood, p. 63.

Schulze,
membership to

. ion, 1933, pp. 480, 488.
. The Madras Journal of Co operatzon,. , 88. .
E‘t/en in Bombay there was misconception in early days. ’ Financing tﬁe.sma'll
an has been understood to imply a small scale of business.”—H. L. Kaji in his
m

Introduction to Co-operation in Bombay, p. xlviii.
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may not become unwieldy.”” This is not followed up by any discus-
sion of optimum size, nor of the solution for unwieldiness.

AMALGAMATION THE ORDER OF THE DAY

As for Distributive societies, or stores, the economies of large-scale
purchase, production and distribution of goods and the reduction of
overhead charges in respect of establishment, not to speak of the wider
choice offered for the selection of the personnel for management, do so
much outweigh the social and constitutional disadvantages of wide juris-
diction that amalgamation has become the order of the day in the West,
There are mammoth store societies in Europe and America that reckon
their membership in tens of thousands and their branches in hundreds.
In countries where co-operation has taken firm root, the tendency is for
the number of societies to go down while the number of members is
steadily increasing. This is amply borne out by the figures supplied in
the People’s Year Book (1935). The average number of members for
each retail society was 6,015, which exceeds slightly the membership
of the biggest co-operative store in India, the Triplicane Urban Co-
operative Society (T.U.C.S.), “ but this figure gives no indication of the
importance of larger societies. More than half of the membership be-
long to societies each with more than 30,000 members”.¢ As F. Hal}
and W. P. Watkins point out: * This decline in number of societies
was not due to the failure of societies, but to greater concentration re-
sulting from the propaganda_ in favour of amalgamation and the grow-
ing feeling that such greater concentration was essential if the move-
ment was to he successful in its combat with the more highly developed
capitalistic forces of post-war years”—found in the chain stores and
multiple shops. “That the reduction in number of societies was not
due to declining faith in co-operation is demonstrated by the figures of
membership ”. And “ membership is only the beginning of a series of
developments of which the most important are capital accumulation,
trade, production, employment, the development of wholesale trading
activities and the control of raw materials and sources of supply.”

5. Report of the Indian Central Banking Committee, 1931, Vol. I, Part 1, p. 256.
6. The People’s Year Book, C. W. S, 1935, p. 80.
Growth of Retail Societies in Great Britain.

Year.  No. of Societies. Total membership. Sales in £.
1913 1,387 2,878,648 88,590,374
1918 1,364 3,846,531 155,157,963
1924 1,314 4,702,868 175,077,825
1929 1,234 6,168,994 216,967,099
1933 1,150 6,917,138 197,257,009

1. Co-operation, 1935, pp. 202, 203.
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S1zE OF SOME STORES AND Banks IN INDIA ' .

The Store movement has been far from successful in India. T.he

t notable successes have been in Mysore and Mad.ras. Mysore c‘1ty
e ieties with a membership of about 5,000, while Bangalore ‘cxty
has 3 So'ilhe a membership of 6,000. By far the largest store in India—
Z;zlud‘i&;llg the stores of Railway employees—.is the T.U.C.S.O 01n ﬂ:ﬁ

itv which has at present a membership of nez.irly 6,000, wit

Madras ; ; There should be several stores in India with membership
2 branctlfah 500 each ; at any rate, the provision for the amalgamation
of mo;‘leas division of societies made in certain Provincial Amendments
o K:; Co-operative Act may result in an increase in the number of
lt;rge sized societies, with membership of more than 500.

In any case there are quite a number of u_rban banks in the count}x;y
ith membership of more than 500 each, which may t?e deem‘ed to be
Wltl enough size to be economical but which gives rise to difficulties
0: :;rgn?nistration and particularly deliberation among the members of
;)he General Body that is still invested with all the powers that the
.winal India Act intended for small societies. The new Acts .do fxot
O atad ny provision for the much needed alteration in the constitution
C?I}cf;nszpiefne governing body of large societies, as has been adopted
;)n recent times in other countries, as will be seen below.
DIFFICULTIES OF DELIBERATION AND ADMINISTRATION

It must be patent to the simplest mind that. when a s.ociety consists
of 500 or more members it is beyond the physical ca}pamty of mz?ny. a
meeting place to hold the members entitled to attend‘, if a large n:la]o.r%ty
choose to turn up. Granting that there are halls in town§ an {ntn;s
which may accommodate the number ever hke}y to attend it is vain (f)
expect any adequate and orderly delibers}tlon, 1? more than a couple o
hundreds turn up. Safety has often laid in a thlr.x though unrepresenta-
tive house, which is neither a matter for satisfaction to the .management
nor fair to the very large number of sha}reholders whose interests are
involved but whose sense of responsibility cannot be roused for one

reason or another.

Experience oF THE T. U. C. S.

The writer of this paper has been in close touch for over a decade
now with the T.U.C.S., whose membership has ranged from 5,00'0 to
6.000 in the period, and has attended most of its Gen_eral Body .meeltmgi
v;hich for liveliness would be hard to excel. Meetings at which unlci
is provided or election of auditors is part of the agenda are generally the
best attended, though even then the highest has not come up to 300,



88 THE INDIAN Co-OPERATIVE Review

which is a little less than 5 per cent,

of total membership, while often
attendance has been less than 100,

Sometimes meetings could not be
abruptly due to want of quorum,
of the attendance in recent years
ndix) reveals the unrepresentative
he point of view of the different

: n the number exceeds a couple of
hundreds, even with the strongest of Chairmen, it is vain to expect

calm and dispassionate consideration of any question. Discussion often
becomes heated or haphazard, decisions are taken on the spur of the
moment and slowly built policies are sometimes upset. The bye-laws
of this Society have conferred distinetly on the Board of Directors the
powers of administration ; but the decisions of the Board are often call-
ed in question by interpellations or resolutions, the answers of the Board
seldom satisfy the majority and censure motions on the management
have not been uncommon. Perhaps they were sometimes deserved.,

But a detached student of Co-operation could only pity the Directors
who had to be almost always on the defensive—

a position which is not
helpful to growth. If in the British constitution * The King can do no
wrong ', in the T.U.C.S convention ‘ The Directors can do only wrong’.
The attitude of the large majority of members who stay away from
General Body meetings, partly deterred by the stormy atmosphere
there, grows gradually into one of apathy ang indifference and the
vicious circle is not broken.

which is as low as 25. An analysis
attempted by the writer (vide Appe
character of the gatherings from t

A Mysore COMPLAINT

A similar complaint has emanated from Mysore, which has a —
ber of well-developed urban banks and stores, Mr. A. S, Krishna Rao
presiding over a recent conference observed with reference to urban
societies with hundreds of members: “The Directors in charge of the
administration of these institutions should be g
ternal management, definite powers untrame
control of the General Body. This would great]
growing at the General meetings of these soci
members do not possess sufficient knowledge o
to pass resolutions over-riding the decisions of
matters expressly assigned to them by rules, t
sion and shaking the confidence of investors i

lled by the undefined
Y minimise the tendency
eties where most of the
f the details of working,
the Directorate even on

hus causing great confy.-
n these institutions s

APATHY OF MEMBERS IN BRITISH SOCIETIES
Thin and unrepresentative attendance is not a fai

' ling confined to
India. In Great Britain the earliest and the greates

t home of Cop.

8. The Indian Co-operative Review, October 1935, p. 549.

iven, as regards the in.
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i i with a huge membership is, according
sumers’ Co-o%%rabt]l:n‘: :1};: :o;iljztaydemocraticgcommunity ” the members
to S‘" and irt :cti:/e or public spirited ” and only two to five per cent.
are ROt 2 be,rs are said to attend the quarterly General Body meet-
of t}:’e menf1 H. J. Laski gravely observes: “The statistics of attend-
ines Pror.nbe.rs"meetings reveal an apathy which is widespread and
e ?t rI-leobviously it is difficult to persuade the mass of the m:amber-
::E;n:)nfr; expression, at once vivid and coherent, of their views » 10

On the other hand, the power for mischief of a militant mfinforittz
which “is now emerging from the field of theorsf to the.realm o af: )
is well brought out by a writer in The Co-operative Remew.. He pomli
out that while minority vote controls democracy, .co-operatwe as we
as political,—as revealed by analysis of votes.cast in bot.h s.phe;esl—co-l
operative organisations have not suffered .hlthert? as it is t e oyta
minority that has so far succeeded in sending t.heu: representatives to
power, and these have been faithful to co-operative ideals, wha'te.ver be
the active backing. But recent events have shown 'the pf)te.ntxahty for
mischief of an active smilitant minority who ‘wo.rkmg within the con-
stitution concentrate on organising suiﬁcic?nt voting strength to defelzal‘i
the loyal minority at the ballot ” with their eye on executive contr];) .
Hall and Watkins complain of ““ attempts fr.equently made'by members
at a general meeting to secure the over—ridmg of a Comn::ztee detiISlO‘n
which it is beyond the power of such a meeting to altex"‘. If al :ihxs
could happen in country whose citizens are notef:l for “love ?f or e,x:,
respect for discipline, spirit of solidarity and passion for orgax}lsatmn ,
as Charles Gide characterised the British in account'lng for their succe5153
in distributive co-operation in contrast with the Latin races ‘of Europe,
no wonder we hear of the creaking of the cumbrm.ls machinery of the
General Body in the large societies of other countries.

DaNceR FELT IN GERMANY

Theodor Cassau wrote of German Consumers’ societi.es: “A con-
sumers’ co-operative movement with a capacity for achievement can-
not do otherwise than engage in operations on a large scale ; and th.ese
call for a consideration of the basic principle that the co-operative

9. The Consumers’ Co-operative Movement, p. 49.

10. The Recovery of Citizenship, p. 18. ) ]

11. F. R. Worts, Menace of Militant Minorities, The Co-operative Review,
July 1934.

12. Co-operation, p. 275.

13. Consumers’ Co-operative Societies, p. 166.

12
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society is a neighbourhood union.” “ With the growth of the societies
the General meeting became an inorganic part of the constitution anci
one, which, though not dangerous in normal times, might nevertheless
have disastrous effects, when any disturbance took place in consequence
of its being unsuitable in regard to the development of large-scale opera-
tions.” He went on to say “There was a shake of the head by the
practical men everywhere ; the danger was recognised for many years
but there was hesitation to alter the law till 1922 14 Y

Tue Co-0PERATOR’S DILEMMA

The Co-operative Movement is indeed placed in a dilemma. The
trend of economic progress necessitates an increase in membership and
transactions, but with every increase in size the individual member’s
control over his society and its policy is necessarily reduced. ‘Demo-
cratic forms may remain but the substance has vanished.” The problem
is how to reconcile in large societies * the conflicting needs of business
efficiency and democratic government’ Large scale business involves
specialisation and specialisation entails delegation of power. Is it ad-
visable for the rank and file of members to take part in the government
of a large society, consistent with the ‘need of promptitude, firmness
and precision in detail—in a word, executive efficiency’? If not, to
whom and in what order shall the power be delegated ? On the other
hand “all are agreed that an organisation in which the members are
prevented from exercising authority or neglect to do so can have no
standing as a co-operative society. ”1 How can the members’ mandate
on essential matters be directly ascertained in large societies ?

Tur NoveL DEvice oF DivisioNar MEETINGS

It is with a view to satisfy this craving for direct democracy, if we
may say so, “to stimulate wider participation in the affairs of the society
by the rank and file of members and make more effective the influence
of membership on administration” that “a novel device, unknown to
political science ” has been adopted in several societies in Great Britain.
The General Body meeting is retained, but its functioning is sought to
be made more real and effective in the following way. Instead of hold-
ing one unwieldy General Body meeting at the headquarters of the
society, it is split up into a series of Divisional Meetings held periodical-
ly but not in all divisions on the same dates. In such meetings only
identical resolutions or amendments, of which due previous notice has

14. The Consumers’ Co-operative Movement in Germany, pp. 25-29.
15. Hall and Watkins, Co-operation, p. 264.

]
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been given, are brought up for discussion a'nd vote by members. While

ember can vote in more than one meeting, one may speak wherever
no m nfluence the votes of others. These Divisional meetings
are legally parts of one General B(_)dy Ir.leeting. The votes polled in all
the meetings for and against motions in the agenda are added' up to
ascertain the decisions that must be acted upon. Eve.n elictlons of
Directors and Auditors are said to be held at such meetings.

This ¢ novel device ' resembles in some respects the method of the
Referendum and is perhaps the best means of ascertaining the man(.iate
of members on broad issues of policy and for election of representatives
to a central council, as suggested below. It may interest readers of the
Indian Co-operative Review to know that this device is now suggested
by the Department of Co-operation in Madras for adoption by the
T.U.C.S., and it is under consideration at present by the Board of Dir-
ectors. We are afraid that a Branch or Divisional meeting may not suc-
ceed if what is wanted is detailed deliberation involving direct and rapid
interchange of ideas among the members of all branches and the Direc-
tors or the discussion of administrative matters. There is also the dan-
ger to be guarded against of developing in divisional or branch meetings
sectional patriotism to the detriment of the larger interests of the society
as a whole. Indeed progress has often been blocked by the weaker
pranches with low sales voting in one way and the stronger ones in the
other way at large General Body meetings, and this difference might
well be accentuated if in local meetings affairs of the whole society were

to be discussed.

one likes and i

REPRESENTATIVE Bopy

It is to introduce a certain amount of unity, continuity and steadi-
ness in the administration of bigger societies and to facilitate due deli-
beration of all questions of policy and a close scrutiny of the action of
the Directorate that the characteristic device of British political demo-
cracy, a Representative Assembly or Delegate Committee intermediate
between the Directors and the Executive on the one hand and the
General Body of members on the other, has been recently adopted in
the co-operative law of several countries, as noted in Margaret Digby’s

Digest of Co-operative Law.
Britain is a lover of conventions rather than of written constitu-
tions and does not change her laws rapidly. “It is not the way of

England to make a legal cradle and then find a baby to fill it. The baby
arrived, born in the pangs of social distress; and the law found a cradle

16. S. and B. Webb, The Consumers’ Co-operative Movement, pp. 52-54,
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for it.”17 But
opted the de :i?:‘;erilf large societies have, as a matter of .
conditions. The Divisi a representative assembly t ° practlce, ad-
o L H:i\;ltsmnal Meetings spoken of above 01 suit changing
affairs of the local brae:clinen and women, who beSideSelec; 'eaCh coor the
representatives with inde or group of branches are assuoo' ng after the
pendent ming the rol
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In Central Euro
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17. C. R. Fay, Review of I
’ ’ nternational C
18. S. and B. , 0-operati
5 For instanzebtb};ecg{m;ners Co-operative Mo:?;’nese f t. 1933, p. 328.
250,000 members coufd not s(:x}c'ieegrf;“:; Co-operative Soc?e;ypl:fsg;ss'
to the opposition of the General Body e attempt to revise its cOnst?Z}yICh' with
. ion Owing

20. Review of International Co-operation, Jan. 1930
i ? * , p. 8,
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consumers’ co-operatives with a membership of between 400 and 500
(according to district) are governed by the general membership meet-
ing—while societies with more than 500 members are governed by the
meeting of representatives which is held at least four times in the year.
For certain constitutional issues, two-thirds majority of representatives
is required. Other questions are settled by an ordinary majority.”?!

of Co-operative Law that it is more

common to give the option to societies themselves of over a certain size
(in most countries from 500 onwards) to substitute a Delegate meeting for
the General meeting. This is the case in France, Holland, Austria
Hungary, Czecho-Slovakia, Poland and Estonia. It is also common to
prescribe a definite proportion of membership as quorum for meetings.?2
Japan has not been behind the times and she has now enacted that “in
case of a large society with a membership of over 500, it is permissible
to replace the general meeting by a representative members’ meeting
which has the same privileges as the former except that it cannot pass
a resolution concerning the dissolution and annual grant of the

society.”?®

Should w
alteration of the met
cling to the fetish of th
ther progress of such soc
the spirit of the founders

We find from Dighby’s Digest

e in our country alone ignore the pressing need for an
hod of management of the bigger societies and
e supremacy of the General Body, hindering fur-
jeties ? For those of us who wish to conserve
but are also anxious to adopt the constitutional
machinery best suited to the expanding needs of the Movement, the
combination of the novel device of the Divisional Meetings of the
General Body and the politically well-tried method of Representative

Assembly seems to be the best solution.

AN ABORTIVE ATTEMPT AT revisioN 1IN THE T.U.C.S.

Such a solution was indeed once pressed on the attention of the
General Body of the T.U.C.S., the biggest distributive society in India
but as part of a scheme of decentralisation drafted by a Committee spe:
cially elected for the purpose at a previous meeting—the Decentralisa-
tion Committee of 1933. The essence of the scheme was, no doubt
decentralisation by which a large measure of administrative and ﬁnan:
cial autonomy was to be conferred on the Branches. A section of the
audience questioned the wisdom of such decentralisation from the point

ternational Co-operation, March 1930, p. 100.

21. Review of In
178, 4, 108, 219, 116.

22, Vide pp. 132,
23, Review of International Co-operation, Feb. 1931, p. 36.
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of view of co-operative tradition as well as of business succe d
pointed out how it ran counter to the trend of co-operative amal - :’ .

elsewhere. Quite an important part of the scheme, however s ’lc;’xn
convening of local meetings of every branch sep:aratel ilwas .
shareholder entitled to vote could get a hearing easily whilst,-:- t‘;: eCl:‘.re orat
meeting of the Society at the Head Office could be co’m osed el erflera1
Local Directors of Branches (with more powers than gf Pa 0?1 Y
at present) and extra-delegates elected by Branches th:‘c e
varying with transactions above a prescribed limit. T};is rel:ll e
sentative meeting would not only discuss matters pertainin ) 'cr eP‘i:‘
whole society but also elect from among its members the Centrg 1 }(; s
of Directors who would be responsible to it directly. This wa ldoard
an end to the anomalies of the existing system of election at ](;: I‘r)1ut
of Directors whose responsibility is all to the General Bod ani' o
which is far from representative of Branches. Any body of sth rEe(ledmg
meeting as such would cease to be the supreme authority ofet}(l) 19;5
Society. This was not palatable to the members assembled ) hlg
particular day and they were told that by such a surrender of o
the General Body would be ¢ committing suicide’ The wholo pohwers
was voted down after an acrimonious discussion. But there is : S(l:c o
ing when the spirit of self-abnegation will seize the Generalnl(; anW'
the T.U.C.S. and enable them to give a lead in this constitutioo 1y o
form to the rest of the co-operative world in India, even as the I?iin;:;
z;rir;z:is had done, ahead of any statutory provision, obligatory or

NEED FOrR RECONSIDERATION.

It is, in the bumble view of the writer, worthwhile exploring th
possibilities of the devolution of some substantial powers to local rll)g di .
or Panchayats of Branches, without launching on a scheme fo (lles
centralisation which might weaken the Society. It is necessar: to0 -
the co-operative consciousness of the generality of memberz i “each
branch by holding local meetings of all members to discuss localn i;a‘Ch
on the one hand and express their mandate on broad and simpl 8" s
of policy concerning the whole Society referred to them fronIi ?c' e o
time. It is even more imperative that discussion of the seve line o
tralised affairs of purchase, production and distribution sh:aldcen-
carried in a more compact council of representatives from each gr l;:
on the lines suggested by the Decentralisation Committee, but m ar':'c ,
every quarter and not only once in the year. Whatever ,be the g‘eﬁ'mg
ences in points of view and however fierce the criticism might l; o
such a Council, one feels that workable compromises couldgb ore
easily arrived at than in a large fluctuating and uncertain Generai Bncl:il;

N
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This has indeed been the experience of Panchayat Conferences, in-
formally assembled in the past two years by the Directorate of this large

society.

SpECIAL DIFFICULTIES or UrsAN BANKS . ' |

Such a solution of the affairs of a di;tribupve society like the T. U.
C. S., it may be said, is not of much avall. to big urban banks who ha‘.,e
nc; su,ch branches with separate membership and whose problems are dif-

ferent. Some of the urban banks, especially of employees in Gove.rn-
' d Railway services have wide jurisdiction, the members being
men’ and all over a province or state or even larger area and General
scattere etings cannot but be unrepresentative. We feel it is all the
» IB;::S.Z rl:::essary in such cases to ha%v'e loca}l meetings and a central re-
ntative council, for which provision will have to be made for paying
prese 1lowances. There are large urban banks confined to single
travelllni : it may be said, it is not easy to divide membership terri-
tov’msl v eroet,herwise.24 But on closer examination, a workable line of
tqn'aq Y orin be found in most Cases. Division is surely not meant to
A :V differences but only to facilitate closer participation in the
ac(:e:ntm;'eociety by the members on the one hand and their representa-
a.ﬁalrs . t;e other. In the case of societies of employees, all belonging
tives onfﬁ or firm, it may be that often only a fiction of democracy is
o o od o to the d’omination of superior officers in the Directorate and
kept uP ’ufneetings 25 but there are societies where equality among
memzers belonging o different sections, none being subordinate to the
:nt;?r eirss zealously maintained. Such societies will do well to try the

M

device of divisional meetings and a central council.

1f general bodies of big societies will not of their own accord alter
their bye-laws, it is time to consider the need for a revision of the con-
” stitution by legislation, sO that the methods of conducting meetings and

the administration of the societies may no longer be a travesty of

democracy-

24, Report of the First Conference of Urban Banks in Madras, 1928. E. S.

thi Iyer's Address, PP- 10, 11. . .
Gan;ga I; I\SI,I Hough, The Co-operative Movement in India, p. 104.



APPENDIX.

Attendance at General Body meetings of the T. U. C. §, Ltd

;g‘ - No. of members from each Branch who
§ % " attended the G. B. meetings on ;—
£ g ;
Branches. g3 g & ] 5?.’ & g.% 3 8
o = i ' 5| s | - \ '
WO g o Y g ) N R
Egm ¢ = 4 8 5 g & 3
>
< Ex. L,A. Ex. L,A. Ex. A. L,A. L,A
1. Triplicane 550 13 52 15 21 5 8 43 33
2. Car Street 365 20 30 17 35 5 7 33 23
3. Mylapore I 340 .. 4 .. .. 7 12 12
4. Purasawakam 335 .. 8 .. 3 1 4 2
5. George Town II 330 1 6 5 1 9 6 19 8
6. Theogarayanagar 330 3 6 7
7. Nungambakam 325 2 10 5 5 4 5 10 52
8. Mpylapore II 230 1 3 4 2 1 5 4 5
9. Chepauk 260 4 23 1 12 1 5 1 12
10. Egmore 250 4 18 2 12 9 14 17 8
11. George Town I 240 4 18 2 3 . 2 4 1
12. Perambur 240 .. 3 .. 8 5 2 1
13. Muthialpet 220 .. 1 1 3 10 4
14. Saidapet I 210 1 7 .. 2 3 2 3 1
15. Tiruvatiswaranpet 190 30 15 4 5 1 6 11 Closed
16. Madhavapuram 175 .. 1 2 3 4 3 6 5
17. Royapettah 170 1 1 1 2 1 3 3 10
18. Royapuram 165 3 15 4 2 5
19. Saidapet II 160 .. 1 .. 2 13 6 5 5
20. Mambalam M0 3 15 2 9 6 1
21. Villivakam 140 .. 1 12 . 3 1
22. Sowcarpet 125 1 8 2 1 Closed
23. Komaliswaranpet 120 7 10 1 12 3 ¢ 171 18
24. Vepery 120 .. 1 .. . 3
26. Gopalpuram 90 4 3 8 3 8 2
27. Alwarpet 70 3 1
Illegible 1 18 8 2 6 6 1

Total Attendance

Total members on
rolls

Percentage of Attend-
ance to total mem-

bership

— e
—— —

—— — ———
—_—
—_—

5410 5570 5900 6040 5800 5780 5650 5600

17 49 1.3 27 13 2.07 43 338

Ex.—Extraordinary General Body Meeting.

L.~Lunch provided.

A.—Auditors’ Election held.

REVIEWS

Herr RAIFFEISEN AMONG CHINESE FArRMERS, 1822-1934—A RESUME oF A

Growing MoveMENT. (China International Relief Commission,

Peiping).

90 per cent of the population of China consists of peasant farmers.
Of these, the vast majority live on such a narrow margin that any devia-
tion from normal farming conditions almost instantly brings intense and
widespread suffering. In spite of their industry and thrift, these people
are unable to accumulate sufficient reserves to tide over bad years, so
that a flood or a draught may reduce a whole region to the starvation
level and spell the doom of thousands.

As a result of the efforts of the China International Finance Relief
Commission, the first co-operative societies in China were established
in 1924, but they acquired a recognized legal status in 1930. Eleven
years have passed since their foundation. During this period the Co-
operative Movement has taken root and grown in a manner which has
even surpassed the expectations of those who gave it its initial impulse.
To-day it represents one of the most significant factors in the recon-
struction of Chinese rural life, and wields an ever-growing influence in
many quarters. '

In Hopei Province, the cradle of the Co-operative Movement in
China, there are nearly a thousand societies with a membership of
more than 23,000 and involving a total capital investment of over half
a million dollars.

Impatient with the slow progress, a number of banks have begun
to form societies themselves, resulting in a too rapid spread of the
movement, so much so that experienced observers had seen fit to sound
words of warning. “ Of late,” remarks Mr. Y. S. Djang, Executive
Secretary, in his Foreword, “ our energies have been directed to check
the premature development rather than to introduce a hopeful reform
as was done prior to 1928.”

The book under review is the third publication of the China Inter-
national Relief Commission on Co-operation. The first, “ Rural Co-
operative Credit in China—History, Plans and Prospects,” was published
in 1926. The second “ Herr Raiffeisen Among Chinese Farmers—1926-
1930 ” detailed the progress of Co-operation from 1926 to 1930. The
present book deals with the growth of the Co-operative Movement dur-
ing the past four years in an interesting and instructive manner.

Bashir,
13
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Economic DrepressioN 1N RuraL Kistna: By Ch. Sitharama Sastri

and C. Sriramanarasimham, Andhra University. (The Madras Pro-
vincial Co-operative Union—1935).

This brochure of 60 pages is published by the Madras Provincial
Co-operative Union as part of a series designed to disseminate correct
knowledge of current rural economic conditions, so as to provide the
basis for further co-operative programmes. A number of villages in
the Kistna District have been studied on the spot by the writers, one
a Lecturer and the other a Research Scholar in the Economics Depart-
ment of the Andhra University. Ample use has been made of informa-
tion supplied by leading ryots, local officials, bank agents and
co-operative institutions. A thesis written under such auspices should
naturally be authoritative and equally welcome in academic and co-
operative circles.

The longest and the most elaborate chapter is on the costs of culti-
vation and the income, gross and net, in the case of the most important
crops raised in the district. The consequence of the collapse of prices
in the depression is seen in the deterioration of standard of living of the
ryots, the growing unemployment among labourers in the field and in
the cottage workshop and the inability of almost all borrowers to repay
the debts incurred in the palmy days of high prices in the last decade.

It is a pity. that our writers have not had enough time to make a
special study of agricultural indebtedness; but they have indubitable
indirect evidence to show that lands have been passing into the hands
of creditors more rapidly in the last three years. It must be said to the
credit of several creditors in the countryside that they have been good
enough to accept lands at pre-depression prices, though it might be
often a virtue of necessity. The writers feel convinced of the need for
conciliation and scaling down of debts, even by compulsion if necessary,
while in the amount to be fixed the prime consideration should be the
vepaying capacity of the borrower. The principle is unexceptionable,
but the difficulty is to work it out in every case to the satisfaction of
either side. We are more pessimistic of the alternative, that where the
creditor is unwilling to acquiesce in the decree scaling down the dues,
the debtor should become an “ exproprietory tenant” for 20 years on
“ fair rents”. We would prefer a clean slate.

The writers have unfortunately little to say on short-term credit
either, beyond laying down a proposition which would be resisted by
the public and not be welcomed by co-operators either. It is that “no
court shall allow legal proceedings against debtors unless it be through
the co-operative society.” Moneylenders, it is urged, would thus be
compelled to entrust funds to co-operative societies. “ Nothing will

h

REVIEWS 99

- tive Movement as this piece of
ogress of the Co-opera
TdYalrlifort}}F lgrtghodox co-operators, at any rate, are opposed to any
egislation.

ced culture.
SUCh:OI arate Co-operative Movement ” is advocated for the benefit
sep

¢ petty holders of land, of less than one acre each, for the supply of
ol p€ '

t of intensive forms of
i i nts and the encouragemen _
agncuhural rel(grugr.r‘::\xllfholders should receive special attention, but they

culturte. eS:lu:n xclusive society for themselves. Such segregation may
do not ne

rm. ) .
@ thCem h:rative marketing of tobacco, of which there is a large quan-
0-0p

from a concentrated area by a few

uty produced andloiste rtlltle c;::)wers, is according to the writers a crying
merchants who eprt is up to the leaders in the district to organise a
need of the day. ears to us that a similar organisation is also worth
sale sodley, 'I‘{ frlx) P:he case of the few other profitable crops—oranges,
an €3 rneStdtrézrmeric-_unless insuperable difficulties exist.
chillies 27 he main items of immediate interest to co-operators,

These are | eumber of other topics of absorbing interest to rural
but there aret ?ier;ts of economics in this fine little publication.
leaders and £t Co-operator.



CO-0OP
ERATIVE SOCIETIES AT WORK IN INDI
A

BOMBAY

Extracts from
tl;,:r 1'te’port of the Registrar, Mr. K
he year ending Jist March. 19.3:‘. Piabl, LGS

Agricultural Credi -
deposits show a dec;ie}at\sz(’::j.t‘es. The membership, worki

cancellation. However, th e to the decrease in,th rking capital and members’
s.hare capital are welcg;ne fe increase in the owned e flumber of societies due to
ties. Registration of new Zatl-lrgs’ indicating the confianpltal, reserve fund and the
quiry and only when the CirC::clenes is granted very Spue.d progress of these socie-
to manage the society emdenltllmstances indicate that thzrmgl‘y after elaborate en-
?::rat;se the agriculturists havey;ex}'fah:r: dis an increased sggg‘rlxlc;ufrism will be able
ears and are unable to obtai sted their personal or new societies
some cases unwillin tain finance from resources during t \
their requirements "ngggdso Sobowmg to panic andn;,rlal moneylenders, Wio h:relaisri
‘.)f agricultural credit societie apsence of liquid resourcesome cases, unable to meet
;Za?l tghrowi_ng appreciation ofs ;;ed‘;:ctot;he weeding °uts'of ?)Z(c:lrise ll)n membership

e society in . al indiscrimi embers, a
coveral societi:s a'rclo :;r‘:il;le;able tFouble, and nﬁf;::r]’:m'ﬁlte.membership i’s Eieiseiz
charge is being laid that ti:\i:o::d bélt a}lxl costs. Against
mbership is too exclu-

sive and restricted. This i
. s is inevi
e _ evitable joi
xtent must necessitate selective m’e:xsb]on}:t and several liability ¢
ership. o an unlimit-

A strict polic
y of rectificati
;ued by the Department and t;:’n.am? consolidation of th .
:s been of very great value ‘Ae institution of Supervisi e societies is being pur-
. i i . -

the de'velopment of agricultural good Supervising Unionn‘g Unions in this respect
Committee appointed by Gov co-operation. The is an invaluable asset for
ernment and it is hoped that ef‘glment are now undel:‘rﬁosals of the Supervision
f)Peration will be stimulated with the reorganisation of t,he consideration of Gov-
in the rural areas. The OVer;nd t.here will be consid e supervising unions, com
those of long standing, presslxrue-s In _5°Cieties are beinerable gheck on its misuse
to the best of his capacity ande' is being put upon the i‘exammed and in case of
ferred to arbitration and In cases of contumacy. th ember to repay according
Where, however, a defaultc oercive process is being yéake defaulters are being re-
his ability, coercive proce er shows willingness to meete}:" f?l‘ .rfzcovery of dues.
date part of his liability o elthe postponed if he makes bor liability to the best of
in order to evade the liabili either gives assurance that h om-11 fide attempt to liqui-

ility of the society or mortgageeh?wll n;t alienate his land

is land as securit
y.

Both by the removal of undesi

i .e31.rable persons and itti

e o b e f el of s Lo e

T e e ane trust ane ¢ 1not be more than 50 members i1es . I‘)eing reduced

e o es more. th :np ay an .effective part in the wo:;('a society, if mutual

i to the oty of ﬁmc;ine socl‘ety was not encouraged 'mg of societies. In

creased understanding of co o ?rameq workers. [Bus now tl}? ers e m

certainly more desirable and- :ﬁ_eratWe.prmciples and practices reller ot o

at:a?ge membership. Efforts e::ee:(lls;s ]: e.ing secured by Split’tiirgail:r Societies are

stagnate among several societies i g e i ount endeny o

s . . © which wa eract the t

great fall in prices of agricultural produce inthl(;:;(‘)esuv‘-l[-t};ea‘inong (Z;:her fac::;isen:fyt}:

. owered repaying (;apacity

<3

Sy
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as a result of this fall in prices discoura ed th i

and as the members of societies were guncertii:)lar\:vk}?ef;oer: tr}rllzkmg flieSh advances,
obtain fresh finance, the recoveries by the societies were to aygrwotu d be able to
down. In certain tracts this led to a feeling of distrust between t}fa e)ftent slowed
bank. This feeling had to be counteracted and in all parts of the epsoqety and the.
hav'e .been now taken to secure an assurance of fresh finance from t;esldency steps
5?01et1es based more Or less on the extent of recoveries made b th : t?arfk to the
aim kept by the Central Bank in view in making fresh advancs;s tz St;C1etles" Th~e
ber's liability by easy instalments in consonance wiihsi;::t}p:;els

to reduce each mem
Jtural produce. Normally, the fresh finance to a member is

sent prices of agricu
about 10 to 15 per cent less than his repayment on account of principal, and it §
) it is

hoped by this process that within a period of 3 to 7
’ years the total li iliti
the members incurred at the time of boom prices would be broZg}lxltat:;;:tvlestOf t;u
n to e

level of the present prices of agricultural produce.
A concentrated offort for reviving agricultural credit societies has also b
made by 2 special scheme framed for this purpose. The basis of it is that :\hzo o
socie-
¢ charged to the members to the extent

ties are allowed to reduce the rate of interes
that no balance is even left for being carried to the reserve fund. This scheme h
’ e has

heen necessitated by the fact that owing to economic depressio
. : n, the i i
has had to adjust his stan agriculturist

dard of living to @ great deal. Under thi
. . r this schi .
ded for adoption to all the agricultural societies in Decc::ea’n‘ghlgh
Karnatic as an experiment, the society would reduce its rate of interest, pr ; e
no loss was incurred on the year's W , provided

orking. Another condition wa
s th
interest outstanding should be recovere at all the

d from every member. A :

. . certain mini

percentage of recovery on account of principal was also set down. It varied ;nc‘:n“;n

ing to the state of crops in ord-
he societies

the different areas. In Dharwar and B
elgaum distri
about 67 per cent. of t g districts
s been about 30 to 40 per cent. The results of the scheme

was recommen

have charged a reduced rate of interest, while in
£

the Deccan the average ha
have been very gratifying; the actual reduction in the rate of interest has varied
In certan cases societies which were charging 93 per c: ¢
nt.

from 2 10 ¢ per cent.
were able to charge only 3 to 4 per cent. owing to the large reserve f ;
und
they had already accumulated- The scheme has led to a great change in th:’:uch
of the societies ; members have appreciated in a complete manner the necessit Qn,ef
building vP large reserves; and mutual pressure to discharge the 1iabilities ofyt}?
has been greatly revived. At the request of th:

society, which was on the wane,
ntinued for another year. The greatest benefit

societies, the scheme has been €0
tagnant societies hav . -3l
has been that several stagh e been revived, as remission in the

¢ which has been given without involving the society in any 1

ght the imagination of the members and has ):i ff:s§ o
pularity of the Co-operative Movement in t};e o
through Special Recovery Officers has been mac‘l3 rur:; ,
of hopeless insolvency as an impression haz l‘:eei

areas _

in case of wilful default or 1 case

afloat that members could default with impunity, in respect of liabilities of th

society: e
has been brought down by about Rs. 19

nauthorised arrears
lakhs but the percentage remains the same, as the amount due for repayment hi
ed. The figure of arrears for the whole provinced jagary whi:;s

S e

i nd backward tracts, the overdu

The figure of u

recoveries exce
bilities of the member

capacity- ,_\\ L_\
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Land Morigage Banks and Long- ; ,
vances by the th.ree existing banks wirze::;d:l:)altl}cl: . }gzrr’tngf gle year fresh ad-
:121:: havebappf)lnted a Cogxmit'fee to consider the question of S;e:tl ’0(2(‘)’ A
gage anking system in this Presidency, and the Report i ension of land
consideration of Government. It is estimated that land mgrtlgagl: EZWk'und.e r tt}?‘e
nking in this

Presidency will gain considerable im; i
petus if -
are accepted. the recommendations of the Committee

Agricultural Non-Credit Secietics. ilabili .
ary workers cqntinues to be the Princi;?ehz;‘:;l:::;)hit: i’}fleefglmerllt staft and honour-
tural n9n-cred1t societies in rural areas. Experience has sh eve opme.nt of agricul-
of continuous honest and businesslike management, it is n:tw " th‘at in the absence
headw.ay. The Department with its existing staff is’ also un bl;‘JSSlble to make ?eal
at1fent10n to the (_ievelopment of non-credit societies, but tzl: e tf) devote sufﬁmer-xt
this respect and initiative and propaganda from CO-’OperatinrZ 18 a.mple‘ scope In
proper channels should go a long way in assisting the organisati ocieties directed in
or at any rate, development of existing ones. sation of more societies

Sale Societies: The most important of .

. the agricult : L.
continue to bl? t.hose fo.r the sale of the produce ofg agrictrlflrirslfn-c;;dlt soc1et1?s
all 69 sale societies during the year as against 62 at the close of :h ere were i
The produce sold by these sale societies are: cotton, gul, tob. e previous year.
potato and miscellaneous produce. » gul, tobacco, chilly, paddy,

Cotton. The cotton sale societies continue

. ' to be the outstandi

this type of co-operative activity. The following table indicate: d:;:g fez;ture of
business done by them during the year:— e volume of

Division. No. of Societies. Quantity sold. . .
ocieties (Maunds). Prices lf:{teahsed.
S.
Central
Bombay ..
Khandesh 1 12.4
450 63,867
Norther 20 274318 21,66.978
outhern 1 1,20,252 7,71’314
Total for 1933-34. 23 4,07 02(; 30,02,1 9
_ ey WG, 5
Total for 1932-33. 26 324 716 26,57,45 5
'y IR 5

Notwithstanding the vagaries of nature and t ; .

Hubli and Gadag Sale Societies had another year 1:; :llxlcliessst::l};e at Bombay, the
cotton to the extent of 18,000 and 25,000 docras, respectively Thworkmg and sold
constitute a record for the last five years. The Gadag Sale S.ocie,ceS‘;1 sale societies
area of 21,500 acres and all the cotton grown in the area wés y ldad a reserved
society, which testifies to its increased popularity amongst the COttSO through the
Society has now a sound standing and commands one-fourth of t]-(:“ grc?wers.‘ The
Gadag market from Gadag, Navalgund and Ron talukas, The H (;af.lrrlvals in the
was able to make arrangements for the sale of its cotton bales \‘\lnt}lx f}?le CSociety

e Century

“
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Mills and the Bombay Dyeing and Manufacturing Company. This is a happy
ary for the future, as it serves to promulgate the utility of co-operative market-
?:gg b;, bringing the producers in direct contact with consumers.

In Gujerat, the cotton sale societies. are becomi.ng increasingly poPular and
during the year under report more societies were registered. The frost in the last
urlkgf Tanuary had however, an adverse effect on the cotton crop both in quantity
We; ?mli‘ty Fortun’ately for the societies, the prospects of a happy termination
o he I do.-Japanese and Indo-Lancashire trade agreements revived the demand
of the t g from Bombay and Ahmedabad, and the sale societies could take advan-
for cotfo;e favourable conditions of the market and secure satisfactory prices.
tage ; s Co-operative Pressing Factory at Surat, which came into existence
The 31;}’?" var under report, has proved a great boon to the agriculturists as it
durlng det}fem from dominating influence of the capitalist owners of ginning fac-
has ﬁeeThe Cotton Pressing Factory bids fair to be a success as during a short

tor'es, ¢ three months, it could press 8,540 bales and earn a profit of Rs. 13,000.

period ©
The Belgaum Vegetable Growers’ Societ)f vx{hich came into existence during

ar under report has made a good beginning. In this society both credit

the yel re combined with necessary safeguards and the society has advanced
and sale 73000 for cultivation. This is altogether a new experiment which requires
over Rs. ]:,andling and businesslike management. The Chillies and Vegetable
cautxousin the Thana District is making steady progress. It sold chillies worth
Rs. 18,000 and earned a commission of Rs. 755. The Ratnagiri Mango Sale Society,
o the unscrupulous tactics of the middlemen, had to be wound up during

ing to t . .
:}\;mfear The other two societies at Vengurla are making satisfactory progress.

purchase and Sale Unions The number of Unions remained unchanged during
the year. In spite of the development of t}.ie credit moYement in the Walwa Taluka
. the Satara District, there is 2 decline in the quantity and value of sales made
in he Warna Valley Sale Union to the extent of 20 per cent. The Union has,
by t ee r. managed to jncrease the total commission earned by it slightly, and by
howe‘f' » xpenditure has also managed to clear a profit of Rs. 199 as against Rs. 55
reducing evigus year. The West Khandesh District Purchase and Sale Union which
of the prebranches at Dhulia, Shirpur and Dondaicha, has not been able to do sub-
has thliee ork owing mainly to the lack of loyalty of the rural societies to the Union
stantial W' ar’s working has actually resulted in a loss of about Rs. 2,000. In the
and'thgiiict the Malegaon Vibhag Purchase and Sale Union which is a federation
Na51k‘ 1S in, the Malegaon, Nandagaon and Baglan taluks, sold 24125 maunds of
of §001et1e51 oduce and earned a commission of Rs. 1,400. On account of uncer-
ag}-multl;rariges and difficulty of management, its business of advances on agricul-
tainty © dice was considerably curtailed during the year. These Unions broadcast
:;zalb:r:eoﬁt of co-operative sale and have a salutary effect on the dealings of the

Jocal merchants.

Machinery an
these societies fro

d Implement Socicties: There was an increase in the number of

m 26 to 29. One of these was organised at the close of the year
he sugarcane growers of Mundhwa, who are growing varieties of sugarcane

by B urchased 2 power-crusher with a view to mi :

and hzzie pThe society has been financed in the initial s

pmﬁ;:)or‘;\ Central Bank. If the experiment succeeds, it

:};emanufacturc sugar by the open-pan process. The 1

cieties at Nibut and Nanded have also got power-cru
)

work.
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There were 16 C
X attle Breedi .
The Sidenur and reeding Socleties at the
Chalgeri e
Igeri Cattle Breeding Societies ?: :}fet}lx)eh:ear u:I\)c:er repors
rwar District an

Ainapur and Sadal
. ga Cat : )
best societies of this ty'pe.tle Breeding Societies in the Belgaum District are the

The Bombay Provincial :
‘Sllght decrease as the Bank di:i(:)u‘;‘;em;we B&'\nk. The working capital shows 8
its SUr_plus balances profitably Th ged deposits owing to the difficulty of utilising
reduction in the rates of interest N ‘pdmﬁts of the Bank have increased owing to
rates of interest paid on deposits hasabl. on deposits. The advantage of the lower
general reduction in the rate of intereetn passed on to the societics in the shape of
under the conditions prescribed by thzs Dand also rebate to those socicties which,
of interest to their members. The reser eP?ﬂment, were able to reduce the xai®
so as to provide for all the outstandin ve for doubtful debts has been increased
dividend declared this year was only is::rnscl::: EdT;:) bte t:f ubtful at present. The
0 Y] . . . N . e Lo ou i
aieis i i st o i 1 Ik, ot o i oy 1500 v
T Re. 78 lakhs, while }gsar-uTlhih Bank’s investments in Government ;ecurities
Rs. 22 lakhs wex,-e recover‘d b akhs were deposited with approved banks. About
of Rs. 62 lakhs, and fresh ed v the Bank as against the short-term outstandings
the year. The, e e advances were made to the extent of Rs. 15 lakhs during
by ahich 15 quite s lte.sf exceeded tbe previous year’s figures by about Rs. 3
whole not favourable ia lshactory’ considering the fact that the season was on the
for reviving the conﬁd:1 e ﬁna.n ced by the Bank. The measures introduced
recoveries. The situati:ce of the societies have been mainly responsible for better
Khandesh and the canalntseemS to have improved everywhere except in parts of
tont of Rs. 2.38,000 in ord racts. The Bank issued this year debentures to the ex-
terest charge,d ioy the G er to finance the land mortgage banks, as the rate of in-
Hitire.  The Bank contini:vemment on the loan of Rs. 3 lakhs proved to be prohi-
of the agriculturists ; but :}S; to be v&{ell managed and is fully responsive to the needs
t> the Bank. A ver’ ) e Comfmtments in the canal area are a serious handicap
o difficult t' .y arge sum is .'ixlso l'ocked up with liquidated societies, and it
.cu' o expedite these proceedings in view of the present land values.
Dlstn'ct Central Banks. There is a satisfactory increase as regard
f1'1nd, while the working capital has practically kept stationary, as the d e
dlscot'xraged owing to difficulty of profitable utilisation. The 'cost of eposits are
has. risen by about Rs. 20,000 chiefly on the employment of better ﬁe;’;anagement
against the outstandings of Rs. 2,52,79,394 from agricultural societies ‘staff, As
lakhs of rupees have been recovered, while last year only Rs. 54 l’kltlhxs year 98
covered against the outstanding of Rs. 2,13,00,538. The recove'ries o were re-
factory and are evidence of the fact that the agriculturists are begiir? Very satis-
themselves to the changed conditions and that the cordial relati 0B to adjust
societies and the central banks are being revived. 1ons between the

All the Central Banks, with the exce tion of i

surplus funds and did not borrow from thI:: Bomba;h;rlo{vai:si fel;tral Bank, have
ance is. being given with more confidence as the conditions dueat ?k. Fl:eSh fin~
of agricultural produce are being stabilised. The lending rat f the ‘fal'l in prices
::;\;r:‘:nbstto 8 per cent., while the usual rate charged to agricu‘ituzalsi:?:(?':s l‘a.ng.ed
Sepeits ;a ween 6 to 7% per cent. me reduction in the rate of interelt sOc.letles
oty ms';kxsmo}t1 in all cases resulted in a lower rate charged to soci 5 paid on
cultueral ks ave kep't a}n ur.mecessarxly high rate of interest for ] eties. Some
societies, but this is being brought to their notice and it isrhoan; to agri-

oped that the

lending rate to i
agricultural societies will be reduced i
considerably, if th
: € present
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The policy of opening branches at

ith the societies and to tap local

o k;ep 13 been opened, even

i an ) g

tmmZaMore attention is being paulil by th‘e bz:nk;eo;xo :;npl;}{e
t deal sti remains to .

fr b 2 e ties are fairly cor=

rates of interest payable on deposits

taluka centres in order
resources has been con
at some sacrifice of profit.

ment of trained and qualified sta - ayltural socie

d the agricu ura
:gla;tio?tsh bet:e.e n th:l eCentral Ban(l:cesn::;l Banks have 2 biased urban outlook. It
dial, although In SO

iti hold sway, and this

. Banks party politics
i that in some Central ¢ Y among
lsf)nl::tfi(r)::n;’tfzcts the confidence which the banks would otherwise com g

the Sometle: dit Societies.——The co-operative cred.it movement in the urban areas

Urban =00 d there is great scope for their future development. Ho'wever,
has tak'erf (.ieep oot &% ;tutions require considerable supervision and guidance.
in the :{utlal years ave secure d this by registering 2 Supervising Union for Urban
The Gujerat Ba'nk's abut o the other parts of the Presidency no such provision
Banks and ‘So.cxeues, fficult for the Department, with its limited resources as re-
exists, and it is very cu e and guidance to these Banks.

gards staff, to give the necessary assistanc . : .
The Salary Earners Societies continue to increase in popularity, as the reco-
e

: ¢ and are on the whole well managed. The communal banks
veries o well managed, although in some cases there is a tendency to be

are generally al
too lenient as regards the recovery-
wing tendency in these institutions to give larger loans repayable

There is a 810 - .
over a longer period, though the repaying capacity of the members has been con-
ent depression. Another serious danger in

i bl curtailed owing to the pres )
siderably s the possibility of multiple membership and borrowing. Some

- » R i

tc}::: }1:25‘;1: li"'(:(c):::';n’tly come to light in which members bave borrowed from 2 or 3
co-operative banks or have borrowed from one bank in ordgr to‘ pay to a.nother
pank. As the membership in certain banks is based on quahﬁc.atlon of residence,
while in others it is based on qualification of trade or profession, the possibility
of a person being a member cimultaneously of 2 or 3 co-operative banks is not
eliminated, and as pointed out above, in some cases it has led to very undesirable

ut to all the banks and efforts are being made to

This has been pointed ©
usive membership or mutual consultation between the banks

particular individual is advanced.

results.
gecure either excl

pefore a loan to a

The Bombay Co-operative Insurance Society has during the year issued 829

. 1.c agsuring a sum of Rs. 6,09,650. Claims paid by the Society during the year
. 4,530. The insurance effected through co-operative societies has
proved very popular and several salary earners societies have given facilities to
the members for insuring with the ahove Society and thus securing insurance at
a cheaper rate than that offered by any other company. The Insurance Society
bas to-day secured a foothold in the insurance world and its future development
seems to be secure. However, insurance among the rural population has not yet
been popularised to the extent that was expected, and the Society is now concen-
hat direction. Professor Kaji, as Chairman of the Society, deserves

trating in t
congratulation for having so far stabilised the position.

Co-operative Stores.—The Stores have had another difficult year, as owing to
reduction in purchasing power the loyalty of the members is severely strained.
fuctuations in the value of goods sold by these Stores, mostly

There have also been
a downward tendency. In spite of these difficulties, the Stores are keeping their

head above water. They seem to succeed particularly well in Bombay and in
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Gujerat, owing possibly to businesslike work: i

: ers. Particular mention m
of th.e Stores conducted by Gujerati Women’s Co-operative Store in Bouskf o ni?d}i
continues to have astonishing success under most difficult conditions ey, W

Housing Societies—The Housing Societies i ivisi

other difficult year owing to vacant tenemelnfs ?n;h:heBz::r;zzyit Dlvflsmn h.ad an-
re-nt payable in consonance with the general reduction in scalez yf 0- r\“fiucmg the
Clty. Most of them have been asking for reduction in the rate Zf IC:‘ ' "‘1 Bombay
from Government, particularly as the Central Government has b ntedest on oan
a reduction in the rate of interest paid on its borrowings by rece teen able-' e
iions. Howevgr, it appears that this is not possible unlne Con;/lers,lon OP er.a ;
‘aGovernment is able to secure a proportionate reduction in t}fs t ¢ Pr9vmc1al
payable to the Government of India. The Housing Societje ¢ xate of m.terest
Ahmedabad haye so far proved an unqualified success and a ar Ste;Jt Karach% and
class man. It is a matter of regret that on account of ﬁnancigleat i 0.0 n to middle-
mefmt had to discontinue grant of fresh loans to Housing So .st.rmgency Govern-
which was gaining in popularity requires financing ba dly S;:; 1esé A rfxovement
companies anxious to secure an investment for their sux:plu fe ¥ < the insurance
mecmg loans to housing societies but the terms are not S0 f:v ur}ds are now ad-
given by Goyernment. I trust that when financial conditiom()m?ble & cou.Id }ae
Government improve, loans to housing societies would be r S (:j the -Provmm'al
order to assist the lower middle-class man to get suitable h:::gr?g’agartlcula:'li in

commodation.

Weavers' Societies.—3 societies have heen cancelled
societies have been suffering very badly owing
power of the agriculturist. Particularly the wea ;

vers i ; s
the' sl?adow of the Bombay Mills, seem to have been h;r;dBt}:iltvar;dl’Kwommg under
societies have made a profit of over Rs. 1,400. The weavers };avn arnatak the 13
tend thh lower purch;tsing power of the agriculturists, but ai v“Othonl.y to con-
competition of the textile mills which in most centres p,roduc .“;10 t‘e increasing
cheaper prices. It is hoped that the new scheme for subsidisir? ! enh?‘al goods at
at selected centres with the help of a grant from the Governm, g tWEavxng md.ustry
able to revive some of these societies and put them on a bette: nbuo.f Indl? will be
siness footing.

| during the year and 6
o the reduction in the purchasing

The Bombay Provincial Co-operative Institute. e

stitute had another difficult year to contend with. 5,21’31‘411:01:;(:0&::26.{1EO-OP?raFiYe In-
constituted the membership of the Institute. Its financial position cn 029 Individuals
carious, though it is gradually adjusting itself to the Cil‘cumsto .
Rs. 39,284 as subscription from its members and a grant of Rs zsa 000 f

ment. The question of revising the constitution of the Ins.titu’te hronkly oovern
pending the decision of Government as regards the machinery for suas .e?n kept
also as regards the annual grant payable to the Institute. The Pr::im'ﬂlon and
reduced its rate of interest on the loan outstanding against the Insti o front
per cent. to 4 per cent. stitute from 6

tinued to be pre-

The work done by the Institute has varied greatly according to th husi
shown by Branch Committees. Attention is now being more or less ec enthusiasm
on helping the societies to overhaul their working, on providing better ;’:“fe{ltrated
the employees and managing committee members of societies, and Partical?mg for
encouraging and organising rural reconstruction activities. The Karnatak 1]lgaﬂy by
al Institute has been doing particularly good work in respect of rural re ivision-
tion activities. The branches of the Institute in Gujerat have been render,(’onstruc-
assistance in organisation of non-credit societies and cattle insuranec ing 1’Jse'ful
Rural reconstruction work was continued and particularly the Kallabbz j:x(iltit‘e.s'

e is

neces. It received ¢ -
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doing extraordinarily good work. Lectures were organized on various topics of in~
terest to agriculturists and co-operators at various centres. 23 conferences were
held during the year throughout the Presidency under the auspices of the Institute.
444 candidates were trained in the Secretaries Training Classes held during the year
and 99 classes were held for training of managing committee members. Of the
three co-operative schools the one at Dharwar did not function and other at Surat
ran for one term only for want of students. The Poona school also was conducted
for one term only. 21 students were trained in these classes.

Criminal Offences—Criminal offences by office-bearers are on the increase and
show the necessity of continuous watchfulness on the part of the members of th2
managing committees and the supervisors and the inspectors. Many of these
s have occurred in respect of deposits of non-members not being accounted
f the societies. Effective safeguards to prevent the repetition of
being devised, but the most efficient safeguard can only be the
y the members in the working of these societies.

offence
for in the books ©
these offences are
active interest taken b
Conclusion. The Reorganisation Committee, in their rcport. had condemned
several aspects of the Movement and' recommended meusures of far-reaching im-
portance. However, on & close examination, it appeared that the recommendations
of the Committee were based on insufficient data, as close examination of the
Movement was not undertaken by the Committee owing to want of time. Govern-
ment accordingly convened a Co-operative Round Table Conference on the ond
and 3rd of June, 1933, to consider all ?hese recommendations. This was greatly
appreciated by the non-official workers in the Movement and it served to remove
clouds of misunderstanding between the Government and the non-official workers
in the Movement. Such conferences h'ave great utility and it is hoped that they
would be resorted to more frequently in the future.
There is considerable evidence to show that the bulk of the societies in the
Movement have turned round the corner this year. This has been possible only
owing to joint action by the Departmen.t and. the n.on-of‘ﬁcials in the Movement
by the adoption of a firm and symipathetic p.ohcy. Side by side with the coercion
of defaulters through the agency of the Special Recovery Officers, a poliey of con-
ciliation has been followed throug_hout. In.stalments of outstandings adjusted on the
basis of the changes in the repaying capacity of the borrowers have been fixed, the
rate of interest payable on loans has been reduced all round, and .fresh finance has
been generally provided by the central banks. As 2 resulit there is a very notice-
able change in the tone of a large numb_er of societies, which show increasing acti-
ity in their work now. The agricultur;sts. have also more or less settled down to
the fall in prices and have readjusted their living accordingly. The Co-operative
Movement has been assisting the mz?n'}bers of societies in this process of readjust-
ment by granting fresh loans for minimum requirements and by fixing longer in-
talments for loans taken for purpose of bullocks or costly implements or purchase
Sf ctificial manure, and by giving very liberal concessions in deserving cases, in
:hearate of interest payable by societies. At the same time, these concessions have
+ violated the principles of sound business and no society has been allowed to
e its rate of interest if thereby it incurred a loss during the year. Except in
reduc'e special tracts the Movement has shown great vitality during the year, and
certain b that if this continues it will rehabilitate its position entirely within a few

i ed
1te;sr:1091f more staff had been available, still better results could have been
y .
jeved.
achxeve eed for strengthening the Co-operative Movement is all the greater,

pecause OWing to economic depression the credit of the agriculturists has been
e
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reatly ¢ i i
ible Zxc:;:agid,v\;lth the result that finance by rural money-lenders is not avail-
ecurity ave not ava}i}agxl'xerous terms. Usually loans to agriculturists on personal
e kety, nt mo dstant de except on very onerous terms. This contraction of credit
S o, Lo sn ate, to adversgly affect the area under cultivation and the
improvement. Inpadgirt‘;:;n t‘;ntlf::s lzfn:ci)sri::sagfricuu'ur?l produce show substanis’
‘ ‘ of agricultural i ili
;‘fh ;h:c}?g:lcetsﬂtft(l)msts to meet their past liabilities has scared %Zi;‘cixotx}l]:y—l{l?(;}:g
pue schemes aﬁr tcoc;np}l;llsory -concﬂlatlon f’f debts introduced in some Provinces.
e e f}feel ttt; credit of the agriculturists, who are desperately in need
Shap,e e otna ast few years they have already utilised their resources in th
. . ments and surplus cattle, in order to me i Dt o
iements et their absolute re-

The Co-operative Movement has shown great vitalit i
: d . .
:1;‘191,{:;‘:1?3; };fslpbfeel;ir:g that by 'strengt.hen'mg the Cz-o:::;fi\:: livxir\:tel::: fenog
e ot 1ene s, substa}ntlal assistance could be given to et 'an'
: ong~term credit through the ageney of co i aBieu turise
gage banks is already under consideration of Government b;nggirlvc o ngor}tl-
. opment ol the

movement by organisation of co-o i
vement -operative sal
activities is not possible with the present 1imite§ siz?g purchase and other kindred

GWALIOR STATE

Extracts from the Report of th i
e Director of Co-o0 i ioti
Mr. Ranglal, for the year ending 30th Juftzm;;;; Societies

There are now 18 banks and 4,283 societi -
sudit of these instituti.ons e th;:c;it;i.v i;:rc:v;srllancfor the st.atutory annual
s’faff has now become impossible. It has always been a pa;zntlf‘ol with .the present
ciate t}_“? Outdoor.stfiff employed by the banks with the G o dur poliey to aseo-
supervision of societies ; and during the year 78 member fOVernment staff in the
ed as. supervisors. But the combined strength of thesesto the bax'xks’ staff work-
sufficient to cope with the increasing complexity of co- e e‘Stathhments is not
over the banks’ staff have not the training nor do the operative business. More-
pu.b‘h«:: necessary to perform effectively the full duties obff éarry the we‘ight with the
criticism often levelled at the Co-operative Movement i:‘;‘;;MEnt inspectors. A
nothing more than a mere money-lending business. Thi is State is that it is
unJ'ustlﬁed. 1t indicates a grave defect in the system whi sh criticism is not wholly
which, I am afraid, cannot wholly be obviated unless r:: must be remedied, but
to teach the people what co-operation really means. Theore Ofﬁcer% are available
provide for careful teaching and supervision of societies ?I‘gent thing to do is to
the multiplication not of societies but of non-official c(;_oo concentrate effort on
mobilise the wealth of the country for the benefit of the a r_perlattors and finally to
are tasks involving enormous additional expenditure. Butg licu t}lral classes. These
stress on Government, there is no immediate prospect of1 t}?evllew of t}.)e financial
devote as much funds to the Movement as will be required if a atter _bemg .able to
reform is to be vigorously followed. It seems, therefore o}r;y‘ policy of II.\ternal
matter of the fulfilment of the true co-operative ideal a s,; i vious that in the
creed by the existing circumstances ail's pace has been de-

Cost of the Movement.—In the year under review G

over i
the Movement amounted to Rs. 1,25,417-13-5 in the preceding t;:‘:: ' ;’;\pendlture o
banks was 83,903 against Rs. 82,499 in the preceding year, + The cost to the

-
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al Orders—In all 17 Departmental Orders were issued during the

Department
year. Among those the more important were:

C. L. 1. It was noticed that the average loan per society was very low in some
banks. Attention of the Boards of Directors was drawn to this fact and they
ed to study the figures for their banks carefully and to try to ex-
They were also warned that undue reticence in granting
n do nothing but injury to the whole Move-

were ask
pand their business.
loans to deserving socicties ¢a
ment.

C. L. 4 The banks were directed to encourage the purchase of good and ser-
viceable bullocks by spreading the instalments of loans for bullocks over 3

years instead of 2.

c. L6 To prevent the abuse of loans granted at special rates of interest for
the purchase of machinery the banks were instructed to require the appli-
cant to produce within 2 months of the grant of the loan the invoice of the
frm from which the machinery in question has been purchased. Failing that
the loan should be recalled at once and interest at ordinary rate realised
for the period the amount has been on loan with the borrower.

Opcrations of Banks.—The number of Banks was 18 of which 11 were District
Banks and 7 Pergana Banks. The following figures give a general idea of the

year’s working:

30th June. 1934. 30th June. 1935.

Names of
Heads.
Northern. Malwa. Total. Northern. Malwa. Total
-
1. No. of Members :
Individuals 281 2,528 2,809 282 2,474 2,756
Societies 1,795 2,082 3,877 1,858 2,099 3,957
 Share Capital 2,97,056 4,40,310  17,37,366 3,00,606 453650 754,256
_ Deposits 18,21,937 31,30,225 4952,162 19,25,070 31,59,375 50,84,445
2498058 4246399 67,45297 26,3009 4290715 69,20,814

Working Capital

Reserve Fund 1,27,126 2,63,660  3,90,786 1,28,445 274,035  4,02,480

5,004 46,006 51,010 7,543 58,530 66,075

SO e W

Profits

. Loans:—

e 033610 2242288 3LT5898 1010647 2174325 3184072
Outstanding 476285 419000 895205 490474 465943 956417

14,09,895 26,61,288 40,71,183 15,01,121 26,40,268 41,41,389

e

Total Loans

It will be seen that the banks in the Northern Circle have had to face a diffi-
cult year. The effect of the widespread failure of the Kharif crop as well as those
of depression are reflected throughout the figures of this circle.

tal.—In Gwalior, the Banks' Act, by reserving the preference share
py fixing the maximum holding of shares by individuals at 101
shares, by providing for plural voting, and finally by omitting to provide for se-
parate representation of societies on the bank’s management has vested, in per-

1 of the banks in the hands of the preference shareholders. This

petuity, the contro A .
system, howsoever necessary in the early stages of co-operation, must now be con-

Share Capi
for individuals,
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siderably modified and developed on more truly co-operative lines. My sugges-
tions are as follows:

(1) The Banks’ Act and the bye-laws under that Act be so amended as to
abolish the system of multiple voting and to make it possible for societies to
take up, out of their reserves, the preference shares in the banks which, though
authorised, have not yet been issued. The immediate result of this would

be to give the societies through their representatives an effective voice in the
management of the banks.

(2) Steps should be taken to take the preference shareholders into the affiliated
societies so that they may in course of time acquire a perfect community of

interest with the societies’ members, and work for the good of the Movement
as a whole,

Deposits.—The total amount of Government deposits with the banks was
Rs. 25,12,590 as against Rs. 24,37,533 in the previous year. Deposits from all sources
have increased from Rs. 4952162 in the year 1934 to Rs. 50,84,445 in 1935.

Profits.—The profits earned by all the banks in the year rose from Rs. 51,010
to Rs. 66,075. The banks at Narwar, Tawarghar and Esagarh worked at a loss;
while the banks at Bhind, Amjhera, Agar, Jawad and Gangapur worked at diminish-
ed profits. Of the banks in the last category those at Shajapur, Shujalpur and
Bhilsa show comparatively poor recoveries on account of principal. These banks
have enormous arrears to realise from their constituent societies and they would be
wise if in future they allocated a substantial proportion of the recoveries made
from bad societies against principal rather than interest. It is no use making any
impressive showing of profits when many of the debts are bad and doubtful. The
opposite is the case of the Tawarghar Bank which has by allocating to principal
50 per cent. of the repayments made by societies on account of interest, voluntarily
reduced its earning. The loss incurred by this Bank is therefore to be regarded
more as a sacrifice on the part of the Bank than a deficit.

Loans.—The total amount of fresh loans advanced to societies was Rs. 830,347
against Rs. 8,09,600 in the preceding year. The extent of the curtailment of the
banks’ business during the past 10 years will be seen from the following figures:

Year Loans Advanced. Average
Loan per member.
1926 .. 2198800 105
1927 .. 21,14500 a1
1928 .. 16,22,030 209
1929 .. 15,009,500 .. 25.6
1930 .. 15,77,100 " o
1931 .. 1,77,100 Ty
1932 .. 390500 .. 586
1933 .. 628600 " 90
1934 .. 8,09,600 13
1935 .. 830,300 110

It will be seen from the statement above that a sum of no less than Rs. 90 lakhs
was advanced during the years 1926 to 1930. The incidence of this heavy debt has
nearly been doubled by the subsequent fall in prices and it is unnecessary to look
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i ¢ overdues and the consequent contraction of
furt}}er fox &2 ;xplz:::‘ws?nzi i;g;v;hxgarked improvement in the matter of granting
credit e soci ties, but I have come across cases in which 1081.15 have been re-
fresh loans * % ml;ers of societies, who have not defaulted in repayment or
fused to honeslf n:ie ctly due to circumstances beyond their control and' whose
whosef default is 1rent under normal conditions has not definitely ‘detenorated.
capaclty 100 repaymk(jc—:rs cannot reasonably be refused if their req.un:ements are
Loans to such m;!'n ortunity of pointing out to the Banks that it is after .bafl
I take * " o 's need for financial assistance is greatest; and that it is
ultivae nd and bullocks for no better reason than that crops

genuine.
seasons that the-c
absurd to refuse loans for see

have failed.

yments by societies on account of principal

lakhs more than in the previous year ; repre-
i -34 of the total amount out-

inst 14.7 per cent. I 1933-3: ou

sentir%g 186 perbcer}:l.n?;gaii l:he year. Repayments of interfast on loans to societies

standmtgdattothgs ;g;S 786 as against Rs. 298,571 in the previous year.

amounte - 910

ieties.—Repa
Repayment by Swocie
amounted to Rs. 7,60,141 or Rs. 1

i i et he end of the year
t outstanding against societies at t
Arrearii—:’,'ls‘;leoftovt‘rzﬁi:}:nlo{‘;nBI,84,972 were reported as overdue arrears. 8'I'he (:;;}1;—
rous Rscii?llg’ ﬁ,gures for the previous year were Rs. 40,71,183 and Rs. 31,75,898. e
respon

tage of overdue arrears to total outstanding fell from 78 to 76.9.
percenta

cieties.—The Movement continued to be predominantly one of

Operations o SoThe following statement chows at a glance the progress made

credit in character.
during the year:

Number of Number of Working Capital.
Class Societies. Members.
1934.  1935. 1934. 1935. 1934. 1935.
) 4  70,80,321 74,04,902
L4126 4241 72,291 74,5 }
Agricultu‘ral 1 . 41 42 664 665 1,18,267 1,27,262
Non_Agncultura 4167 4,283 72,955 75,209 71,98,588 75,31,164
Total .4 )
o i i bout these is their
. i icties.—The chief feature to notice a .
Agncu!tural C'r;d;t)siofczzm Rs. 28.07 to Rs. 30.77 lakhs. TI.\e owned czj\pltal was
owned capital vzhtl}ie working capital as against 40 per cent. in the previous year.
nt. ©

43.9 per ¢ . ted out that “all that glitters in the societies’ balance-sheets is

f their owned capital is at sea in the business
» than 50 per cent. o
no:i gOkth 01:1?: ewill be swallowed up by bad and doubtful debts.
and mu

Deposits have increased :

1935.
1934. 232060
2,18,281 pt
Members 489

Non-Members

total sum advanced to members rose from Rs. 8,09,609 in 1934 to
e 10

Loans—Th The table below shows the purpose for which these loans

Rs. 8,30,346 in 1935.
were advanced :
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Pu Northern Mal
» rpose of Loan. Circle. Cir:l,:. Total. Percentage.
Rs. Rs. Rs.
(S*:igeand Manure 55,952 33,930 89,882 10-7
Implements 2’4'?,;!2; R s S
, 420 8,013 1-0
Land Revenue 6,770 97,087 1,03,857 12-3
Irflpr'ovement of land 24,800 16,620 ’41,5104
Liquidation of old debts 11,993 37’965 497958 o0
Household purposes 50,099 26,430 76,529 6-.2
Infiustrlal purposes 6,225 53:793 60,018 3 1
Miscellaneous 18,980 21,854 40,834 4-9
Total 4,217,967 4,12,298 8,40,265 100-0

The point to notice is that loans for the purch in ri
from Rs. 3,39,237 in 1933-34 to Rs. 3,69,664 in &3;_3;% °f catile have again isen

Repayments.—Repayments by members to their Societies were :

1934. 1935.
Principal .. 6,62,882 6,98,288
Interest .. 1,52,372 1,68,511
Total .. 8,15,254 8,66,699

Overdues of principal which had declined in the previous year have again risep
from Rs. 38% lakhs in 1914 to 39 lakhs in 1935. This is entirely due to poor re-‘
payments in the Northern Circle. The following statement exhibits the i

R : exac i-
tion as regards overdues since 1928 : t posi

- Total outstanding Overdue per Current Loan
Year. per member. member. Member. per
Rs. Rs.

1928 72-7 33-1 3};?'2
1929 70-1 35-3 25-6
1930 70-0 386 22.3
1931 70-5 50-7 10-9
1932 67.5 56-6 50
1933 66.1 55.2 o0
1934 66.6 53-0 .3
1935 66.5 526 Lo

It will be seen that the average debt and the average overd
ue:
have been steadily declining since 1932. S per member
Non-Agricultural Societics—The number of non-agricultural so

. . cieti -
most the same as in the previous year. Most of these institution o5 s al

S are in urban
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areas and their supervision and control requires a different type of supervising
agency. There is, in Gwalior, a definite cleavage between town and village and,
therefore, a separate staff will be required if the Movement is to spread in the
towns.

Other forms of Co-operation—It is to be regretted that it has not been
so far possible to extend our activities to other forms of co-operation. The chief
difficulty in this matter has been lack of requisite funds and staff. There is un-
questionably much scope in Gwalior for sale, purchase and seed societies and the
Department is alive to the necessity of establishing them.

Before closing this review on the working of societies I must say that there
are at present in every district too many bad and weak societies clogging the fur-
ther progress of the Movement. These societies have in some places been going
down hill for years, carrying with them the good societies also down the slope.
This state of affairs deserves the most serious consideration of the workers in every
locality. Proposals have already been submitted to Government in regard to the
winding up of hopeless societies and the rectification of those that are not past
help. The carrying out of these measures would involve huge sacrifices on the
part of banks and societies and it is to be hoped that these bodies would heartily
co-operate with the Government staff in making the scheme a complete success.

Concluding Remarks.—The attitude of the general public towards the Move-
ment remained unchanged. But the one fact that must not be forgotten is that the
Movement has a larger number of enemies within its own ken than outside. This
is best reflected by the large number of frivolous complaints that are received by me,
the Finance Member and the Council. Most of the petitions are anonymous and
emanate either from the ex-employees of the Banks or from other interested per-
sons. Needless to say that most of these complaints are generally intended to
harass those who have either demolished some vested interest or dismissed or re-
duced an incorrigible subordinate.

I am happy to be able to record that the non-official directors of the Banks have
now a much better grasp of co-operative business than they had a few years ago.
And what is more important is that the point of view generally taken by them is
no longer that of the districts to which they belong but of the State as a whole.
The Subas and Tehsildars have rendered much sympathetic and valuable assist-
ance and I must once again express my deep sense of obligation to all officials and
non-official co-operators. '
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Extracts from th i
ec;)lz.)enmq fpeech of the Hon’ble the Rajal B ili
ief Minister to the Government of Iifia;r(:tf obbilh, K CLE:
i s

Of all Provinces in i
India, the Punj .
started the first Land , unjab claims to have th i
with earnest attempts iVOIostga%e B.ank in the year 1920, but theishonour of having
the Land Mortgage Banks e}\:e op it. In our Presidency, the gen o . not followred
H] eSs
the minds of many presenta\}/\e been comparatively recent and ails an: growth f’r
Madras frst approved th ere. It was only in 1925, that th e rather fresh ¢
in certain selected area € ;rganisation of these Banks a; an e.Government of
ing capital of Rupees zine loﬁpmnary banks were then sanifiemdncnti;: ok
: a h. whi e ned with a work-
deposits and debentures each, which had to be f
these debentures t}:l: ea In order to encourage the inv:sl:;:\d from. share capital,
amount equal to,that iss?.x‘:;l to etx;lt then undertook to take ipp‘;::)m :0 P
e public subj entures to an
any one bank. In 1927 subject to a maxi i
evioneed difficulties i’nth: 1111}1mber of these banks was ::;mu;; of Rs. 50,000 in
assurances. Therefore, in elling debentures locally in s.it ey however ex-
Committee on CO-opératio :urstl\ance of the recommendatiorx’\se fOf Government
oystem of primary banks issu‘an thfa Royal Commission on A ” the Townsend
issue should be centralised b ing their own. debentures was e ot e
Covernment in 1929 sas)?ctioy gle }formation of a Central Lal::lscl)\;lmd and that their
) ned the creati R ortgage Bank, th
the assets transf i creation of this Ba > L
erred to it by the primary banks and tgkﬁ:; ﬂoathdebentures on
nce them out of the

proceeds of such debeniures, thu idi

A ures, s avoidin; i

unco-ordinated debentures of competing i:::zafrlgogmgkof the market with diverse
anks. ’

}clia:n frzgfr:;sed sa}:isfactorily since then. Thanks to the The work of this Bank
clen ind ose v; o have been in charge of the affairs of :}i\}ltion, energy and effi-
er circulation are, we are told, of the total value ;s iank, the debentures
T : . . ; of about

o theheG :f’:d:::sstwn}i which the Legislative Council have end Re: 99 lakhs.
o e S rnment to increase the maximum amount of guar orsec the proposal
o r]; interest on these debentures to Rupees one crore and than;ee of the principal
as been granted to the Local Boards and Co-operative Banlq;setoa.Ct that permission
invest an increas-

in . . :
ing proportion of their funds in these securities are certainly a testi
estimony to the

confidence in which the Bank and its Ma i

debetntur.es are being looked upon as gilt-er:iaggg:jfn:(:::tuI:isti:le1.d ) Th_e fact that your
gratification to all those who are sincerely interested in t}sx s certainly a matter for
gage Banks: The fact also that insurance companies ha‘feprogress of Land Mort-
themselves in these debentures is a welcome sign of th e begi,m to interest
future. e great potentialities for the

From your latest Annual Report, I find the
1929-30 is 2,778. 1t is therefore no surprise tl::tta:hz;lem :l?;u?fl lgans g"a.nted since
of public criticism at the slow rate of progress; but I have no d e certain amount
ernment have been wise in regulating the rate of exPansionoa (:iu‘!:; that the Gov-
should be congratulated on the sound business principles tﬁ e management
which alone have enabled them to build up the high ey hav&la followed,
the institution now enjoys. But now that the foundations hareputation, which
truly laid, the time has come when more rapid expansion is not Vel be?en ' well and
necessary. As regards the staff to be provided by the GOVernr(;ir;:t J?Stlﬁable but
» 1 can assure
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you that the Covernment can be expected to follow a liberal policy in the future
as they have done in the past and to provide you with all facilities consistent with

their responsibilities o the general tax-payer.

1 am one of those who have always felt that this problem of agricultural in-
debtedness cannot be offectively tackled without the co-ordination of the various
credit facilities in our Province, and without a machinery to scale down debts in
view of the phenomenal fall in land values. 1 agree with the views of your Presi-
dent that 1o scheme of debt conciliation can be effective without the provision of
adequate funds. The Government have already realised this necessity and have
the Agricultural Loans Act so as to include indebtedness also within its

amended o . .
scope. 1 hope the Debt Concilliation Bill now being ably piloted by my friend
piwan Rahadur Ramalingam Chettiar would become law in January next and that

by the beginning of the next official year the machinery for debt conciliation would

pe in full working order:

When 1 say that there should be co-ordination between various agencies for
reduction of agricultural debt, 1 feel that it is equally necessary that there should
be no conflict between! the various organisations, and their sphere of activities
should be well defined- Co-operative banks should confine themselves to short
term credit on peysonal security anfi the recent tendency to extend the credits by
renewing the loans on taking security of immovable property is to be deprecated.
So also the activities under the Agricultural Loans Act should be confined to loans
not excesding Rs. 2,000 so that, these activities do not trespass into the legitimate

sphere of the land mortgage banks. The limit of the loan that could be borrowed
by any in

dividual from these banks should be raised to Rs. 10,000 generally.

The gradual reduction of the .rates of interest to the actual borrower is a
welcome sign of progress. Theoi‘etically co-operative banking, if run on scientific
and business lines, should make it unnecessary for any legislation to check usurious
aterest. 1t is well to realise that we are far from that ideal state of affairs.
is not my intention to lay the blame at the door of the co-opera-

ovement, but only to point out the magnitude of the task before us, so that
uld realise that the problem has to be tackled in all seriousness.

rates of 1

tive m!

the public WO
Some of the criticisms against the Central Land Mortgage Bank and the pri-
mary banks are, that so far only ?,778.10an§ have been granted during the last five
years, that there is great delay In disposing of loan applications and that loans
are g anted only uP to 4.10 per cent o.f the value of 'the property to be hypothecated.
As regards the first point, in my view, more.rapid progress will not be possible
without the primary banks having a erll iramed and qualified staff and without
more direct control from the' ceniral’ institution than has been possible in the
past. Progress i0 the directions m(.iicat.ed by me would, I am sure, reduce the
delays which, as you will realise, are inevitable in any movement during its infancy.
Now that there are signs of thf: depression lifting and since prices are going up,
1 would earnestly suggest t? this Conference to consider the desirability of raising
the amount of loan to be given to 30 per cent of the value of the property. With
these measures and with the help of the machinery under the Debt Conciliation
Bill, I have no doubt, you will b(? able to help just that class of agriculturists who
are in greatest need of such assistance. There is a feeling in the country both
with regard to joans granted by your banks as well as by the Government under
the Agricultural Loans Act, that th? poor ryot who has no influence finds it diffi-
timely loans. I am not in a position to state categorically how far this

cult to get s
criticism 1S justified, put 1 only mention it with the hope that you will make
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special efforts to effac ;
. e that im i
tion that you should gi pression. 1 would also suggest f
o i -
debts as opposed to b nge Preference to loan applications for T cons‘fle?a
rrowings for embarking on new imp repaying existing
rovements.

I realise the speci i
pecial difficulti i
Rao, in the way of . ies pointed out by m : .
X y fri
ryots in those Zarts Stal:mg primary banks in the dry ar:(:’ i‘lfl Ramachandre
greater, than other a;e‘:; erfi nature has been less generous .i e need c-.f the
o fhe resent past fo :n dI appreciate the efforts that hav,e 153 as gre:t, if not
: extend the b een made by you
Your President h ; enefits of your instituti i
nt has mentioned some of the difficulties mi tlt:t;&ni r:oz this ;rea also.
amindari areas.

Rega g
y ) e
Y dlll surve, and Settlenlent oper ations, sinc the W ar, t}lelr cost haS becomE

) vgr . . 3 220
very P y g S S to as .
I()hlbltlve amountin mn ome  cases, much as Rs »

per square mile. From thi
i s you will i .
ression when la realise that
have to give :g:i‘:;‘s are not in a position t omregli:se fdays of dep-
to get time barred :;ns either by remissions or by eallun' rents and
But I can state from m estate f"“uld be able to undertake OY}Tg arrears
will be no difficulty in id yt.fe?(pe“ence of well managed estat is burden.
holdings can be surveyed er;;&;hymgsthe holdings and if necessary o~ ht}}a; there
; . en Sir Ramachand . such individual
areas no pattas ar . andra Rao ; .
Under the Estates eL:asx?:ilei,ctI ?m d;f rla id he has made a raf;lei g\:f:e;r.l many zamin
; , landholders are b . ing statement.
in cases where thi e re bound to
the public, you vlvjupl:;)wsgon is violated, if you bring l:;:er::ttttas ton ;i‘emand and
J e doing a servi er to the notice of
The one defect, which I vice both to the landhold
brought to the notice of tal:.n laware of, is that alienation of holdizssa:: d the ryots.
e o help the extensi e landholders to enable them to brin, ; y sale is not
ents were carried out sion of your activities to Zamindari aregas ¥ Tec?rds up to
notice in the official Gazl:tt:}sleofE Staltes I;a;lld Act Amending Act, gfe r;glgi ‘::le;d_
R sales of holdi ive
register patt ings and t
gister patte transfers through the agency of the Registration Department. T arm
partment. 1 am

sure this measure would result i
? t in removi
Sou meet with in Zamindar areas oving to a large extent the special difficulties

With the passing of the recent amendment to :
:}1;2 3(;2:;?&) ;nt:n :iorcef of the Dobt Conmilintion B;‘lll‘eaggri;\:u:;irg?:n: Act and
¢ activities ogf theesL 01;1 al\gﬂrlcultural credit, I have no doubt, the sco aelon of o
:’hink e oan legitima::i ; Olrttiage Banks would be considerably ext:nd:(rlld held
the problem of relievi y feel that we are now in a position to effectivel and' I
! jeving the ryot from the burden of indebted ively deal with
gent juncture, I am sure, you will all agree with me that thee ness. At the pre-
can b9: conferred to the masses is in this direction and I hi greatest benefit that
the friendly co-operation between the Government and t;vecno doubt that with
gage Bank, which has always been a happy feature in this Pemv;:l tral Land Mort-
would have been made by the time when you meet for a simil ce, great progress
year. llar conference next

Extracts from the Address of Sir M. Ram

: . machand;

President of the Madras Co-operative Central La:drltloft:(;g chltu,lcu,
e Ban

The progress of land credit institutions in thi A

of the agricultural classes and the interests at st:k?:::rzo;s i::tal o the prosperity

ment to remain unaffected. In Europe and America, the Gov;;ortant fo}' Govern-

helping in various ways the working of these institutions and we ;mln el‘ft is actively

expe.ct to be an exception. Indeed it is clear from what is taki ndla o hardly

provinces and in Indian States that they are falling into line anl:llgstilriic::g“(l: Ot:li!i
entr:

Pad

s*

Tue SiXTH CONFERENCE OF LaND MORTGAGE BANKS IN Mapras 117

Banks on the same lines as ours. We have had. visits from official and non-official
co-operators of Bombay, Bengal and Central Provinces and from the Indian States
of Baroda and Cochin to study our methods and to acquaint themselves with the
working of this Bank and its affiliated institutions. During the year, the continu-
ance of the depression has increased the pressure of debt on the agricultural classes
and the Local Governments have been forced to turn their attention to the subject
of agricultural indebtedness and to study methods of relief. I am glad to say that
Mr. M. L. Darling, who visited this Bank and some of the Primary Banks has stated
in his report to the Government of India after going round the provinces that with
regard to T.and Mortgage Banking, Madras is leading India. His report is now be-
fore the Local Governments and also the Reserve Bank of India with reference to

the proposal for the starting of the Agricultural Credit Department in that Bank
under Section 54 of the Reserve Bank of India Act.

The problem of long term credit is now therefore receiving some attention and
we are gratiﬁed and grateful that the Madras Government have also directly
stepped into the field by amending the Madras Agricultural Loans Act, 1883, so as
to permit loans for the clearance of old debts being made under that Act. At the
outset, it is ™Y duty to express our sincere thanks to the Government for this at-
tempt, though late, to stand by the ryot during this period of depression and I trust
that with the combined activities of the Government and of this Bank, some pro-
be made in the solution of the problem of rural indebtedness. We are
my esteemed friend Dewan Bahadur Ramalingam Chettiar’s bill re-
nciliation will soon be passed into law and beg to express the hope
that Conciliation Boards will be set up as early as possible. It must be clearly
recognised, however, that unless there is a financial agency throughout the province,
f meeting the financial liabilities of the debtors as settled by the Boards
the mere setting up of Conciliation Boards will do no good. 1 therefore think that,;
with the establishment of Debt Conciliation Boards the simultaneous development
of the financial machinery on 2 larger scale for meeting the situation is a matter of
urgent necessity. I need l.lardl.y say that the Land Mortgage Banks are ready and
willing to play their part In this important scheme for the amelioration of the ryot
at this critical juncture: )

The outstanding event of the previous year was the passing of the Madras Co-
Mortgage Banks Act, 1934, by the Madras Legislative Council. It isa
rthy of note that legislation on these lines is being passed in other Pro-
During the co-operative year that has ended with June
Madras Government published the necessary notifications under Section 6
of the Act guaranteeing the .principal of and interest on the debentures to be issued
by this Bank up to 2 maximum of Rs. 50 lakhs, besides guaranteeing debenturss
already jssued 10 the extent of. about Rs. 24 lakhs under Section 7. Since the date

der Section 6, debentures for Rs. 384,300 have been issued

of the notification un ;
at the maximum guaranteed will be reached in January 1936.

ond it is expected that W1 T

As the work of the Bank 18 rapidly expanding, the Government were requested to

increase the maximum to Rs. 100 lakhs, and under Sub-section (2) of Section 6

of the Act, they obtainefi the consent of the Legislative Council to do so. During

the year, the Bank has issued debentures at 4 per cent. for a sum of Rs. 24,15300

and at 3% PeT cent. for a sum of Rs. 2,65,600. The total amount of debentures is-
date by this Bank amount to Rs. 85,53,800 and debentures redeemed

sued up-to-
up-to-date amount to Rs. 25,59,300, thus leaving a balance of Rs. 59,94,500 in circu-
lation. The demand for them is increasing day by day.

Oour Debentures.——The position of our debentures in the share market is satis-
factory and is impro

ving. The purchasers of our debentures are not speculators

gress may
also glad that
]ating to debt co
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but they come from those classes of non-speculating investors who seek sound in-
vestment of their funds for long periods. Government have been pl d t
mit the' local bodies to invest portions of their provident fund amxi) ‘:‘:gw o lca:e;r-
Funds in the debentures and the Government have also recognised the d :: Y . .55
of this Bank as eligible for investment of the fluid resources of th % € en'u}es
Central Banks. The Oriental Government Security Life Assuranc i: O-Oper.xl‘tuée
and the United India Life Assurance Company Ltd., have for the ﬁimp.any td.,
chased the debentures of our Bank during the year.’ We have 1e d1 e Anthen
Insurance Company Ltd., and the Asiatic Government secur?treaL}; th; Andhra
Company Ltd., on our registers. Insurance Companies have 1;’ dl e Assurance
in other countries in financing Land Credit Institutions and wepsii: 'c; g}:‘eat part
the Insurance Companies in this country will do the same in thee;z ayr | c:gecz:a‘:
$}

and we are doing our best to interest them in
our deb: .
scheme to them. entures and to explain our

Reduction of interest on past Loans.~I sh
of the ultimate borrower. When this Bank vjlls nsm't:;vic:r(:d;teii?s tofth}el position
market were very stringent. The borrowing rate of thi; Bank wa 061" e money
and loans were granted to primary banks at 7% per cent., who in ths' /2 per cent.
ed loans to the ultimate borrower at 84 per cent. In ;iew of th e t"}m grant-
ancial depression, it was considered essential that every oppo te 'Contmued fin-
taken to reduce the rate of interest to the ultimate borrower PT; unity shoul.d' be
of the money market enabled the Bank to continue the Polic.y of e easy ?ondxtxons
debentures bearing high rates of interest which were issued i CO}Y:Verlen of the
of the Bank’s working. In pursuance of this policy, debenturesm ft ; ear'ly Stages
bearing interest at 6% per cent. were replaced by debentures k(: t_e t}'nrd series
5 per cent. The first and fifth series of the debentures bearin e_al;mg interest at
515 per cent. were also redeemed in December last and debentu%emberes.t at. 6 and
at 4 per cent. were issued instead. The money borrowed by thes. earing interest
bentures of the first, third and fifth series had been lent to the ulltS Suc of the de-
at 8 and 81% per cent. Consequent on the conversion of the debent imate borrowfer
series, the rate of interest on those loans was reduced to 7 and 614 ures of the said
the above conversion was completed the only series outstanding bze:‘?l‘ Ce.nt. After
5 per cent. are the sixth, seventh and ninth aggregating to Rs. 16 4;1;(?0 et
30th June, 1935. Since the close of the year, the Board has.res‘ol ; d 25 on the
the sixth and ninth series of debentures and issue 4 per cent debe\:: to Iredeer.n
place. It is also proposed shortly to redeem the seventh seriés of de‘::ulre: n their
only series outstanding bearing 5 per cent. interest. When this is done tl-eln ures, the
no loans carrying interest at more than 6% per cent. to the ultimate'bo::: il l:e
this way, every effort has been made to pass on the benefit of conversi wer. In
borrowers. ersion to the

Interest rate and new Loans.—With the organisation of new banks and th
pansion of the business of the existing banks, there has been a stead na the ex-
the loaning operations of this Bank. During the past year, a sum of ielan?ease in
lakhs was disbursed to the borrowers. In response to the repeated rec ul' yt Rs. 20
the agricultural classes for increase of the individual maximum borrogvies s from
the Government have been pleased to authorise the Registrar to permi:!g power
banks in select areas to enhance the maximum amount which can be bo primary
an individual member from Rs. 5000 to Rs. 10,000. With the increase in rt!:wed b}’
mum borrowing power, it is expected that there will be a considerabl e maxi-
of the business of the banks. able expansion

ol

»
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The present conditions of the money market ha.ve enabled the Bank to reduce

the borrowing rate still further to 31, per cent. Since May last, debentures have
.ccued for a sum of Rs. 11,97,100 at this rate of interest. The Board has,

Beer o thought it fit to reduce the interest on loans disbursed as and from 19th
therefore',( 5 per cent. to the banks and 6 per cent. to the ultimate borrower. In
Octobet 'Ocumstances an agriculturist requiring a loan of less than Rs. 2,000 can
presfanff o the Gover,nment at 5% per cent. while he can get it through the Land
get tronlla ks only at 6 per cent. The Board is anxious that the rate of interest
Mor(gag® ang should be further reduced. But there are questions of finance in

ailin, -
?}?ww!;‘;vsuch as the cost of the investigating staff which must now be referred to.
e

Contribution for Staff—The question of financing the outdoor staff employed
on 6t of the Land Mortgage Banks has been the subject of anxious con-
for the‘ bem’-; the Board. The expenditure on these banks is on the same footing
sideration © diture incurred by the Government on the other activities of the
as the expe:l Department. There is, therefore, no reason to make any distinction
Developmen thepexpenditure incurred on account of the staff. The investigation
in }‘egard .tot ests of both the Central Land Mortgage Bank and primary banks
is in the m’erthe interests of the Government which has guaranteed the deben-
and finally In panks are semi-public institutions and not profit-making concerns
ures. .These sitution and by-laws ; they cannot have sufficient margin of profit
by their (}::)nsex enditure on the staff. Besides, it is essential, as remarked by the
}]?:,‘:1‘;2;; i:omrx,nittee, that the Central Land Mortgage Bank should build up
0

strong and adequate reserve fund as rapidly as possible.
a

June, 1935 orders have been passed by the Government, that after setting
I ,cent’of its profits to the Reserve Fund and paying a dividend not ex-
aparf 25 F_’ef " (;ent to the shareholders, the Central Land Mortgage Bank should
ce'et'img Slx];)elance t.o meet the cost of the staff employed for the benefit of the
utilise the hat the balance, if any, after these requirements are met, may be added
pank and tha Fund. As regards the staff employed for the benefit of both the
to the Reserl:’ and the Primary Land Mortgage Banks, the Government are pre-
Central' B.an tated, to meet the entire cost involved till 31st March, 1937, on condi-
pared, it xSftS a;ring a dividend not exceeding 5 per cent. to the shareholders, the
tio?m that a e; Il)v[ortgage Banks should set apart the entire balance of their profits
Primary Lan Fund. While thanking the Government for meeting the charges of
to the Reserv\’s‘fc aff till now and for the assistance rendered to this bank in other
t}}e 01'1td001' beg to express the hope that the Government will be able to review
dlre"tloni’ ions already reached about the cost of the staff and to order that it
the conc uSIholly met from public funds and to make it possible to grant loans on

terms as the Government to the agriculturist. Any other course would
th:uifrf; the cost of the outdoor staff being charged to the borrower and for that
re

rpose a higher rate of interest will have to be levied. This is very undesirable,
pu

New Banks.—The problem of extending the operations of this Bank and or-
iing pew primary land mortgage banks is beset with many difficulties and I
gamsmghk to refer to some of them briefly. In the first place, there is the pro-
Sho‘ﬂdf t}fe investigating staff. In recent years, Government have appointed three
blem ty Registrars per annum and have intimated to the Registrar and to us
sub,Dept;uZuld organise not more than ten banks per annum. In the second place
Fhat w; Sn found on investigation that the establishment of primary banks is easie;
l~t hast iz areas than in others. We must be certain that the ryot has a reason..
:L lzez }fance of repaying what he has borrowed. We have, therefore, chosen areag
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prof;e.cted by the delta systems, river channels and wells which are in a better
Posmon than areas which are purely rain-fed. It is more difficult to grant loans
in these areas. The Ceded Districts come under this category. They are all of
dry tracts and rainfall is smaller than in any other part of the Presidency. Apart
?ror{: this there are areas where the human element for the management of these
m§txtutions is lacking. Very careful preliminary investigation has to be made in
this matter before a bank is started. Some of the areas suggested for a bank in-
clu'de's Zamindary and other estates which have not been surveyed and settled.
This is a real and genuine difficulty in the working of land mortgage banks as the
property to be mortgaged must be properly ascertained and defined in the records
to which the public should have access. In the absence of this public record, we
have to rely on village records for the identification of lands. Another impediment
thaf( has been felt is that many of the ryots in Zamindary areas have no pattas
which is the root of title to the ryots. Unless we are satisfied that the lands pro-
posed to be mortgaged are in the village accounts registered in his name as the
owner of the property, we are not in a position to grant a loan. 1 beg to express
thF hope that land-holders would in their own interests and in those of their ryots
will have the estates surveyed and settled and also issue pattas to their ryots.

The Primary Banks have maintained a high standard of work in the manage-
ment 'of the institutions under their care. Land Mortgage Banking is much more
complicated than ordinary banking both in its accounting and legal technicalities
am.i the Primary Banks have cstablished a standard which is steadily maintained.
It is a pleasure to state that the Primary Banks are not in arrears to this bank.

Resolutions passed at the Conference

1. Contribution by the Central Land Mortgage Bank and Primary Banks for
the Government staff as per orders of the Government.

. The Conference requests the Government to reconsider its decision that the
Bank should contribute towards the cost of the outdoor staff in view of the fact
that the bank is doing the work of relieving indebtedness which is its legitimate
work, that it has guaranteed the debentures and that the Bank has to build up a
strong reserve and provide for a building of its own.

In the meanwhile, the Conference requests the Government not to insist on the
contribution on the understanding that the amount of contribution demanded may
be added to the Reserve Fund.

2. Surplus funds of Primary Banks—investment in Central Land Mortgage
Bank as share-capital and time deposits.

Primary banks may loan their own surplus share-capital, subject to the appli-
cations being investigated in the same way as applications sent to the Central Bank
and being sanctioned by the Central Bank.

3. Nomination of two Directors to the Primary Banks,

The Conference is opposed to the nomination of Directo

. rs to th
Management of the Primary Banks and requests the Registrar to delzt B::rds of
vision in the Model By-law. € the pro-

4, Revaluation of mortgaged properties—
y p whether necessary every year in all
The present procedure may be followed.

5. Reduction of the rate of interest on 1 i : .
supplemental ; bonds. : n loans bearing higher rate of interest-—-

o~

Mr. V. Ramadas Pantulu, President,
Central India, Rajputana and Gwa-
lior Co-operative Conference.

Diwan Bahad
President, The Holkar

opera

ur S. Aravamudu Iyengar,

State Co-

tive Conference.

Rajya BhUSh'd
Central India,
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Rajputana and Gwalior Co-operative Conference.
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i ing i dates of the
i the resolutions reducing interest from the
Effect may be g0 plemental bonds as soon as

resolutions and the Primary Banks may take the sup

possible. . N
6. Alienation of mortgaged properties——taking bonds from alienees—whether

artial alienation should be allowed. ) )
’ No fractional alienation can be allowed without the previous consent of the

Central Land Mortgage Bank.

7. Acceptance of houses in urban areas as additional se‘curity. .

In exceptional cases, if 4|5th is land, 1/5th of the security may be accepted in
the form of house property in urban areas.

8. Price of paddy—-proposal to value at Rs. 4 per bag.

The Deputy Registrars may be asked to enquire and report with reference to
each district. .

9. Filing of original deeds or registration copies in the case of immediate do-

> cuments of title. '
The present practice will continue.

10. Reduction of rate of interest to the ultimate borrower to 5 per cent.
The Conference is of opinion that the Central Bank should retain only 1 per
cent. on the loans so that the ultimate borrower may be lent at 512 per cent.

THE HOLKAR STATE CO-OPERATIVE CONFERENCE.

Indore, 25th November 1935.

Extracts from the Inaugural Address of Wazir-ud-Daulah Rai Bahadur
Sir S. M. Bapna, Prime Minister of Indore

It was a happy thought indeed to hold the Co-operative Conference at Indore.
It was a happier one to invite experienced co-operators from outside to participate
in the deliberations. The Co-operative Associations of these parts have by that
means secured the personal guidance and advice of people who have devoted much
thought and energy to Co-operation—people like Diwan Bahadur Aiyangar and
Mr. Pantulu to name only two. The President, Diwan Bahadur Aiyangar, hardly
needs any introduction. He is a veteran co-operator from the State of Hyderabad
where, quite appropriately, he has been elevated to the position of the President
of the Dominion Co-operative Bank. You could not have made a better selection.

His Highness and his Government will be watching your deliberations with the
keenest interest. His Highness is deeply interested in rural uplift. The amelioration
of the condition of the agriculturists is very dear to him. The Co-operative Move-
ment is one of the means to attain that end. The successful tackling of the diffi-
culties that beset the movement and purging it of the defects that are not inherent
but imported is therefore of the greatest importance and interest to him. I do trust
that this Conference and the bigger one that is going to be inaugurated to-morrow
will make united efforts to place the Co-operative Movement on a sounder and
healthier footing. On behalf of His Highness's Government 1 can assure you that
the Co-operative Movement will have all the sympathy and the assistance that it is
possible for them, consistently with their resources, to give.

His Highness's Government have believed in the importance of the Co-operative
Movement and have accordingly been ever ready to afford all possible facilities for
16



122

Tue Invran Co-OPERATIVE REVIEW

its growth. The result has been steady expansion though lately there has been
some stagnation and the deterioration specially in the sphere of agricultural co-
operative credit movement. That has been due to some defects in the method em-
ployed by the workers, which the Co-operative Department is trying to remove.
I personally am a great believer in Co-operation. Its influence to my mind is not
confined to the sphere of rural uplift only. It leads to much more comprehensive
results. Its real value lies in making society co-operation-minded. That mental

attitude makes the higher forms of Co-operation in the social, religious and politi-
cal forms possible.

I now formally declare the Conference open and call upon the organizers to
commence the proceedings.

Extracts from the Presidential Address of Dewan Bahadur
S. Aravamudu Aiyangar, B.A., B.L., M.B.E., President,
The Hyderabad Co-operative Dominion Bank

Co-operative federation precedes Political. The Indian Political Federation 1s
yet to be achieved. But Indian Co-operation has already achieved a Federal basis.
The A.ll-India Co-operative Institutes’ Association, and the All-India Provincial Co-
operative Banks’ Association, embracing all Institutes and Provincial Banks, both in
British India and Indian States, have begun to function for the last five y,ears and
more. What more, British India has not been reluctant to invite State Co-opera-
tors to take the chair in their conferences. The Twentieth Madras Provincial Co-ope-
rativ.e Confere.nce offered me, a State Co-operator, the presidential chair. To-day 1
am in the midst of co-operators of a Sister State. There are no borders for or
against us. No line divides us. Our personal Loyalty to our Ruler in tact, we as
co-operat.ors-—missionaries in a great cause—have to-day grown to think ir,x terms
?f an Indian ‘Federation. Let our political brothers note that this co-operative spirit
is really leading the way better for national solidarity. Without an Act, without any
rules, and, shall I say, without any safeguards, Indian Co-operation, has already

gained for itself a Federal structure and constitution that
mo
unruffled and unperturbed. ves on and works

Clouds on the Horizon-“Our candid friends.” Since you met last in a confer-
ence, greater difficulties have grown in Co-operation as in other spheres. A world
economic crisis has begun. Stability in anything is not assured. Ou'r “ candid
friends,” have not been slow to point to the great defalcations, unpardonable mis-
appropriations and to the deplorable depravity of some of our er’stwhile co-operative
workers. Between the ills within and the rebukes from outside, the movement is
now put to an acid test. Are there men of solid stuff who have the ability and in-
clination to resist the downward march, to stop the flow, check the evil influences

and bring the movement to its old pristine purity ?
y ? Or should we hang d
heads in shame and take to sack cloth and ashes? g down our

Only Course-Face it. Two courses are open. One is that of a man, another is
that of a sneaky coward. One is co-operative, another is unco-operativé. My res-
pectful suggestion to this audience is, be manly, show you are a good sport. It is
far better to swim and swim with difficulty ashore than
watery grave. Anyway our distress is not really so great as others
paint our position; let me ask: are the joint stock banks better ?
Are the individual bankers better? Is, in fact, any financial concern
mare thriving? Our institutions are Statute-controlled and work under
laws and regulations. A capitalist settling wholesale with his debtor with

to court a
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¢ his liability and without inte~
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immediate single item
of practical acti i i
resources of the Indian peasant ction which goes to add & pie 10 the eoomeme

Immediate -
to put more m:i::; ci;igyt}fteps—'rake them on hand. Should we not at once try
plain problem. Our local be (?ocket Of.o‘ur villager ? That is the only direct and
to perform towards the pea odies—Municipalities and District Boards—have a duty
ing contracts will not b{; §ant. Tl:xey- s?uould hereafter declare the road and build-
Makers and Mason Societgileven }t10 individual contractors but to Co-operative Road
will avoid the odium that ges Wnlch may be formed everywhere. This procedure
of such contracts while thenf.:)a ir attaches to the authorities that control the giving
done a signal act of service t cal Body by such action would be deemed to have
not forthcoming. The Local %zz;g: ::rtlw;altrgc%nstruction. Not that monies are
connections fr . . X oa ebentures, tak i
T Bodins, ox;o ;gliii ::cxlllage in their area. Let this era bz : I;{::;f:::’?o:‘:;‘:
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e or the quantity of the yield, that sounds well on
jects wherein the physical energy of the peasant
in his non-working day can be harnessed, is a sure means of alleviating his econo-
mic distress. This is the time for bold venture and bold imagination. The Pro-
vincial Banks and District Banks can pool all their heavy surpluses and finance

such road and irrigation repair contracts by village societies.

date Nliteracy. 1 am a great believer in Rural Re-
been overtalking about it. If any Government feels
it is time they begin to straightaway
ure and see to its progress. No
Actions alone will tell; the

raising the quality of the produc
paper, to advance monies on Ppro

Rural Reconstruction-—Liqui
construction but 1 fear we have
there is a necessity for Rural Reconstruction,

start a Department, at least as @ temporary meas
tinkering policy will do. Sentiments do not count.
Indian peasant wants the latter.

Our educational reformers think they
in all villages. It is good for the future generatio
ration? 1 would suggest that in every village of at least 200 adult male inhabitants,
there ought to be a night school with classes from 7 pm. to 9 p.m., and all the adults
below 45 should be made to have a compulsory course of study in the vernacular,
enough to make each man to conduct his own correspondence and maintain his
accounts and also to gain knowledge and capacity to read and understand things and
events happening in his country. The rudiments in mathematics, geography, history
and literature will do. This can be immediately taken on hand by a fiat of our

the school masters of institutions in villages, to run a

District Board authorities to
or adults. Additional allowance may be paid to the teachers and

night school also f
big problem may be solved to a certain extent by this expedient.

what appears as 2

So far as British India is concerned, large grants are being given to the pro-
vinces by the Government of India for this purpose and the provinces. are being
called upon to submit schemes for adult education. I believe that several States too
are likely to tackle this problem. If that be so, I would earnestly plead that the

grants are placed under the control of co-operative institutions—say under a State
Co-operative Propaganda Institute in an Indian State, so that without reduplication
or additional machinery,

have done their duty by opening schools
n. But what about the present gene-

the work can be taken up and proceeded with.

d ignorance have been responsible for several frauds in

But has the audlit been perfect? It has to be painfully accepted that
auditors have not done their work properly. A fraud of 1930
35 and it follows that auditors from 1930 onwards have obviously
properly. A more stringent audit is necessary. The work is
being done by persons whose status and salary do not embolden them to demand
and inspect cash balances in big Urban and Central Banks where big
persons happen to be in the management. This hesitancy has led to

In fact the cacredness of the audit itself is

several unexpected frauds.
lost. The finality that ought to attach to an audit certificate, as in the

case Of Local Fund Audit, is unavailable. It is stated in all responsible
ters that audits done by subordinates are merely signed by the higher
officials under whose name the audit certlf_icate goes. Very many of the
said officials do not themselves know the techniques of audit ; in fact cannot audit

f a society. An officer who has not the capacity or training to test

th accounts ©
th: work of his subordinate audit staff least deserves to hold the office.

Audit. Illiteracy an

societies.
some co-operative
is discovered in 19
not done their duty

artment—-l’el‘sonneL Persons with real aptitude for social service
e always shown them to have such an inclination -and whose

The Dep
dents hav

whose antece
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sympathies cannot be changed and who above all are possessed with an imagination
to strike new and sure paths for economic amelioration should be on the staff of this
Department. English Degrees or Indian University Diplomas alone cannot guarantee
these. Direct recruitments of such qualified people have not been an unqualified
success. We want Men, not so many degrees. We shall certainly welcome men
coupled with qualification. Bad choice or bad selection spells disaster for the move-
ment. Persons who ought to have been in the Police Scrvice, gentlemen who ought
to have found their way into the Military, and others who cannot be provided for
anywhere else have been given berths in Co-operative Departments, with the result
that things move in the most unhuman fashion in a really human department. This
is not intended for persons whose ideals are a gay atmosphere, a good evening club
life and a good night drive after dinner. Patrician outlook and proud ways cannot
go hand in hand with an attitude to move with the meanest peasant, to know his
wants and satisfy them if possible.

Recrunitment from Non-officials. Non-officials of ability and proved trustworthy
co-operative service ought to be taken on the regular cadre as officers. In such
cases, age restriction, and service regulations ought to be modified. If efficiency
of the movement is considered, this ought to be done. Many trained men are availa-

ble in non-official ranks and it is far better to absorb them than to rely upon inex-
perienced raw men, fresh from colleges.

Relationship between Officials and Non-officials. I am assured that the relations
between the officials and non-officials in this State are cordial. I am glad it is so.
One has no right to sit over the other. For one, it is a labour of love, for the other
it is one of duty. Both should work in harmony. The official should never work
for the overthrow of the non-official and the latter for the transfer of the former—
a sorry spectacle in several places. The official is not to hinder, is not to impose
his opinion, and if he is not allowed to do so, he is not there to see to the down-
fall of the men in power. It is most outrageous. The non-officials too should not

be obdurate ; they should yield to get the best results but remain adamant on matters
of principle.

Congratulations on work done. Co-operators in this State deserve hearty con-
gratulations. A year of acute economic crisis, you have been able to tide over.
Both the co-operative societies and the numbers on their rolls have been on the
inerease. The five banks have rendered a good account of themselves. I see there
is a lack of human material in the two areas, Sanawad and Petlawad and this
has naturally gone to the extent of arresting the flow of deposits. It is difficult to
start a financing machinery. Having started it, let it be kept on. I request you and
such of those able retired gentlemen who can take up the work, to go and settle in
those places and pull up the work that needs your helping hand.

1 am particularly gratified to note that the Maheshwar Bank specialises in the
finance of weaving and I sm quite sure it will interest our friends of the Madras
Presidency who have started a Provincial Weavers’ Society with Government grant.

I see there is an attempt to start an Apex Bank. I wish, you all bless the pro-
posal and see it is a fact ere long. It may be in a position to pool all the resources
and what is more, bring the Central Banks together on a platform, whereon they
can discuss questions affecting finance from diverse standpoints and experiences. To
allow the present position of the five banks drifting on for themselves is not likely
to give them a touch of unity or solidarity which is necessary for all co-operative
enterprises,
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and remove their debt-load now, we are only standing to gain by their transactions
with us again. The immediate needs of the hour are the speedy examination of the
loans and offering concession. The banks, if they have not done them, ought to take
them up at once. That is a service for which the customers are bound to be ever
grateful and as co-operative bankers; the greatest measure of help will have to
be done by us.

Common Good Fund—Propaganda and Training. This fund is considered by &
great many as composed of charity doles! The money of the fund ought to be pro-
perly safeguarded and utilised. A great percentage of this fund can be immediately
earmarked by all the co-operative institutions—can be even done by an order of the
Registrar—and the same be handed over to the Chief Propaganda Body of the State
to be utilised for the purpose of training Panchayatdars and Supervisors and Ins-
pectors. If funds permit, a Co-operative College to offer instruction for Secre-
taries, Managers and others of urban institutions can be also thought of. In any case,
an adult school in a village coupled with panchayat training is absolutely essential
for the success of co-operation and in fact for our national revival. There are
enough funds with us. We can make a beginning and the Government
will surely entrust us with more funds for the purpose, once we show
we have spent our money well

Elections and co-operative money. Office bearers of co-operative societies have
been found in several places to have used Co-operative money obtained by means
of benami or direct loans for the purposes of their elections in Local Bodies or
Legislatures. 1t is a tragedy ; the result is that they find difficulty in repaying the
same. In several provinces, the Registrar has drawn attention to this fact and stated
that the office bearers of co-operative institutions shall not have anything to do
with local bodies, not only to avoid the above said expenditure but also to avoid the
importation of local bodies party politics in co-operative matters.

Conclusion. Co-operation is discredited in certain quarters, is derided by a
great many and a few honest souls wonder how, after recent frauds in several
places, it would survive. We have to meet these and other charges. Faith, Convic-
tion and Courage shall be our watch words. Honesty, Publicity and Rout of the
dishonest shall be our main guiding principles. Co-operation is the surest and only
way to solve our ills. Co-operation is a borrowers’ democracy ; it has survived so
far; while in politics, democracy itself is on its trial. Let us march steadily and
surely. The Indian peasant should become more virile, more erect and more opti-~
mistic. Co-operation has yet to find fresh field and pastures new to achieve this.
Till then, it will have to march on unfettered and unperturbed. This great Indian
State plays a great part in the consummation of that great ideal and you, worthy
citizens of a worthy Raj, have your share of it. March on! Stop not till the
goal is reached!

Resolutions passed at the Conference

1. In view of the increase of deposits in the Urban Banks this Conference
is of opinion that a committee consisting of representatives of various Urban Socie-
ties. Central Banks and the Premier Bank be organized to advise the lines and to

tl 0
lay down the terms on which deposits should be accepted by them from members
and non-members.

2. This Conference is of opinion that. m every Urban Society as far as possible
Personal Credit of a member and his ability to pay should be the primary consi-
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deration for advancing loans to him, and his sureties or other tangible securities
offered by him should only serve as collateral security for the purpose.

3. This Conference recommends that the Urban Co-operative Credit Societies
should aim at gradually increasing their own capital by allotting larger amounts
from their profits to their reserve capital by introducing compulsory savings from
their members and also by reducing the percentage of the dividend paid to their
members.

4. This Conference is of opinion that the amounts annually set aside for chari-
table and education purposes by various Urban Co-operative Credit Societies should
be pooled and usefully employed for carrying on schemes of general utility by the
Urban Banks’ Union or the existing Central Association.

5. There should be a Managing Board elected by the General Body for every
Urban Society. This Board should elect a Working Committee from amongst its
members.

The function of the Managing Board will be to lay down the principles, policies
and rules of working, and supervising the work of the Working Committee, while
the Working Committee will be concerned with the day-to~-day management accord-
ing to the policies and principles laid down by the Board. :

6. This Conference places on record its sense of great loss in the sad death of
Mr. Gopal Krishna Deodhar, President of the Servants of India Society, and of
Dr. G. B. Naralkar, an ardent co-operator and a Director of the Premier Co-
operative Bank, and of Mr. S. M. Dharma, Ex-Registrar of Co-operative Societies
and one connected with the Co-operative Department from the very initial stages
of the Movement.

7. In view of the growth of heavy overdues in certain primary societies, due
to some laxity and absence of vigilance inevitable in the initial stages and due to
recent abnormal economic depression, this Conference urges upon the Government
to supplement funds of the Central Banks and Primary Societies with loans free of
interest, repayable by easy instalments suitable to the economic needs of the
members.

8. This Conference requests the Government of His Highness the Maharaja
Holkar to provide a responsible officer with adequate ministerial staff under the Re-
gistrar, Co-operative Societies and adopt provisions for recovery of awarded dues
and contributions ordered by the liquidators on lines laid down in the Madras Presi-
dency. This Conference further requests the Government to immediately take
necessary steps in this behalf.

9. This Conference requests the Government of His Highness the Maharaja to
contribute an adequate sum to the Indore Co-operative Central Association as
recommended by the Indore Co-operative Enquiry Committee.

10. This Conference requests His Highness’s Government to kindly arrange to
give a subsidy of Rs. 600 to 800 for initial expenses of management for five years
and a long term loan of Rs. 3,000 to Rs. 4,000 for godown arrangements to each local
Sale and Supply Union or Society, one in each centre, and Rs. 15,000 to a central
institution of this type for godown arrangement at Indore with an annual subsidy
of Rs. 3,000 per year for ten years for management expenses.
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Credit for Marketing.—The object of organising the producer to market his
products on a co-operative basis is to increase his income and purchasing power.
This is a sphere of co-operative activity which has been greatly ncglected hither-
to. It is, however, not purely a problem of credit. Co-operative marketing not
only requires financial accormmodation, but also calls for business organisation of
a somewhat complicated nature and some measure of expert assistance in processes
like standardization, storage, transport, risk~-taking, demand creation and distri-
bution. The organisation of marketing further requires the construction of ware-
houses and the creation of adequate storage facilities. These, however, scom to
be yet distant ideals in India for rural co-operators to cherish and a programme
too ambitious for many a co-operative institution to attempt at present. This is
a matter for serious regret; but something may be done in compact States like
yours and they may set an example for the British provinces. Loans judiciously
advanced at very low rates of interest by the States for building warchouses for
the storage of produce collected for co-operative marketing will be a very bene-
ficent form of State aid to agriculturists ; and I commend it for the favourable con-
sideration of the authorities concerned in this part of India. Exporting
houses and thejr agents are largely replacing the village money-lender
and trader by penetrating into the interior to buy up the produce, even
before it is harvested. Advances on crops are made on the spot by these agents
who go there with bags of their resourceful principals’ money in the scason. As
competition among buyers is not strong locally, the cultivator is badly hit. But,
something must be done to organise the cultivators co-operatively to withstand
this new danger and to obtain a fair price for his products. The problem is indeed
very serious and requires expert handling.

Urban Co-operative Credit.—I am glad to find that some of your urban co-ope-
rative credit societies are doing very well indeed. The small trader, the artisan,
the shop-keeper, the salaried clerk, the petty contractor, the wage-earner and
similar classes of population are nowhere adequately served by the co-operative
credit organisations in India. These classes of people generally borrow to take up
occupations, for acquisition of household equipment, to meet household and edu-
cational expenses, to pay taxes and insurance premia and similar purposes.
Accommodation for these burposes can be had from urban money-lenders only at
very exorbitant rates of interest and that too mostly on the security of house pro-
perty, jewellery, insurance policies, stock exchange securities and other tangible
assets. If those urban classes can obtain loans from co-operative credit institu-
tions at reasonable rates of interest and on personal security supported by the
guarantee of another solvent surety, that will, to some extent, relieve growing un-
employment by assisting intelligent, thrifty and enterprising young men and wo-
men to take up small but remunerative occupations. These banks can also finance
small industries organised on a co-operative basis. But, for the success of those
banks, their capital must rotate much more quickly than in rural societies and
accurnulation of overdues in their case is far more fatal to their stability. In
some countries, these urban banks now do modern advanced banking, such as
granting cash credits, dealing in cheques, collecting and discounting inland
bills, clearing and remittance business. Some of our urban banks in
India do similar business on a small scale, and I feel that they must be en-
couraged more and more to develop their business in this direction too.

The Reserve Bank of India and Agricultural Credit.—The provisions of the
Indian Reserve Bank Act, which are of special interest to us, co-operators, are of
course those which relate to the establishment of an Agricultural Credit Section
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also to collect on all outstanding loans from the date of last payment only the
reduced rate of interest. The rate of interest on loans to members in primary
societies has in most areas been reduced to 6% per cent and in some to 6 per cent.
"I‘he Department has given freedom to the societies to amend their bye-laws,
1f. necessary, in order to give effect to these measures of relief. I am sure that
similar action taken elsewhere will give tangible relief to the indebted members
of the societies and will also help to bring down the overdues.

Radical Remedies for Rural Indebtedness.—The problem of providing rural
credit promptly and adequately for the pursuit of agricultural occupation is, to my
mind, wholly different from that of liquidation, redemption, reduction, concilia-
tion or adjustment of standing prior debt of the agriculturists. The mixing up of
rural “credit” and rural “indebtedness” has led to much avoidable confusion of
thought both in envisaging the problems of rural indebtedness and in searching
for remedial measures. I have already said that rural societies can deal only with
rurel credit and not directly with rural indebtedness. It is true that by
developing a sound system of productive rural credit, the rural societies can con-
trol the growth of unproductive rural indebtedness, bring down the excessive
rates of interest charged on rural finance and eventually reform, if not displace,
the present system of money-lending.

But the effect of these services on rural indebtedness is indirect and not
direct. In order to deal directly with indebtedness, we want either State-aid or
land mortgage banks or both. There can be no doubt that land mortgage credit
associations will prove a blessing to a certain class of agriculturists possessing the
prescribed standards of repaying capacity, for they will be enabled to improve
the margin of their savings by the replacement of prior usurious debts by loans
borrowed from land mortgage banks which carry substantially lower rates of
interest. But, I feel that the hopes raised in the agriculturists’ mind regarding the
efficacy of land mortgage banks to deal effectively with rural indebtedness, are
some what extravagant. The operations of these banks canrot, even in Madras
where they are working fairly well, in my opinion, be expected to touch even the
fringe of the problem of rural indebtedness viewed as a whole. A careful study
of some surveys made in typical areas in my part of the country, in order to
ascertain the total volume of chronic debt and the proportion of it which can be
handled by land mortgage banks working in the areas surveyed has revealed to
me that the latter was an insignificant fraction of the former. When harnessed to
debt conciliation schemes, land mortgage banks may be able to handle a few more
cases of indebtedness, but will not offer any general relief to the average indebt-
ed agriculturist, for the bulk of such agriculturists are unable to furnish the
security or satisfy the standards of repaying capacity prescribed by the land
mortgage banks.

The root cause of rural indebtedness is chronic poverty ; in other words, rural
indebtedness is the result and not the cause of poverty of the rural masses. In
my humble opinion, therefore, the real solution to rural indebtedness is effectives
State action to improve the earning capacity and economic prosperity of the agricul-
turists. The State by revising its fiscal and economic programme, pursuing an enlight-
ened agrarian policy, lowering the burdens of taxation, affording protection to agricul-
ture by tariffs and subsidies and adopting other suitable remedial measures, should
remove the operation of the causes that contribute to the chronic poverty of the
rural masses. This is the main line of attack of the problem of rural indebtedness.
The second line of attack lies in the organisation of production and marketing of
agricultural products by the States so as to make agriculture a paying industry
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resulting in an increase in the margin of savings of the agriculturist. Provision
for power, encouragement of industries subsidiary to agriculture, organising the
transport system with due regard to the agricultural interests and the like fall
under this head of action. A third line of attack which is now much talked of
but in regard to which little has been done, is bold and far-reaching legislative
action by the State, for the modification of the contractual and processual laws
governing the determination and recovery of debts, regulation of money lending,
abolition of usury by placing stringent limits on rates of interest that may be
charged, the simplification of the Insolvency Law to suit rural conditions, and in-
auguration of schemes for compulsory conciliation and adjustment of debts. But
the action attempted to be taken on these lines hitherto has been very timid;
and the debt conciliation and agriculturists’ relief bills so far passed by some pro~
vinecial councils are very ineffective measures.

Co-operative Education—At the meeting of the Standing Committee of the
All India Co-operative Institutes’ Association, held at Patna a couple of months
ago, a comprehensive resolution was passed on co-operative education, and co-
operators in India were exhorted to take steps to put co-operative education on
sound and satisfactory basis. I wish to draw particular attention to part B of that
resolution which runs as follows :—

“This Conference regrets to notice a tendency on the part of the Provincial
Governments to officialise the agencies for the imparting of co-operative education
and is emphatically of opinion that such a step will prove highly detrimental to
the Movement. The Conference therefore urges on the Government of India and
the Provineial Governments the need to arrange for co-operative education being
imparted through non-official co-operative organisations and for making financial
grants to these institutions for carrying out the programme of co-operative educa-
tion.”

It is not our intention to minimise the value of the educational work done
hitherto by the Departments of Co-operation. It had its use in the early stages
of the Movement, but it has outlived its usefulness. With the daily increasing
burden of administrative functions, the Registrar and his men are unable to dis-
tinguish between their functions as administrators and educators. The very
efficiency of the administrator with all that “control” which administration in-
volves stands in the way of his being a good instructor and inspirer as well.
Our objective shall, therefore, be to take education into our own hands and to pay
as much attention to ithe education of our members as to our business and to pro-
duce teachers of Co-operation, who, in their turn, can train men and women who
live the conscious life of co-operators consciously every minute and who are
pledged to help the reconstruction of our national life through “Co-operation "
whose definite aim is to bring about the social and economic emancipation of the
masses. In order to centralise our programme of propaganda and education and
make it effective, we must strengthen our central institutes. All types of co-opera-
tive societies must join these central associations and no fissiparous tendencies
should be allowed to ‘weaken our educational effort and social work.

I have considered it unnecessary to make any special reference to the need to
enlist the sympathy of women in our cause, for they now claim, and rightly too, the
right to take an equal place with men in all walks of life. If so, why should they
require special invitation from men to join the Co-operative Movement ?

The impact of our movement on our social and economic life is at present very
feeble. But it is inevitable that it should gain volume and velocity in its march,
18
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and a time will soon come when its momentum will be felt all round. The reason
for this optimism is to be found in inexorable economic laws. The law of diminish-
ing returns from land calls for co-oparative effort for production and distribution on
a new economic basis. So, it is with industrics. The future call of economists and
politicians, who are tired of capitalism and industrialism is bound to be for *con-

tinuous effort to maintain the vitality and fruitfulness of union” and who can res-
pond to that call more readily than co-operators ?

Resolutions passed at the Conference

1. This Conference recommends that a Committce of nine members with

power to co-opt be formed and be requested to draft a scheme as to
what arrangements be made" for

; imparting co-operative education in Cen-
tral India, Rajputana

! and Gwalior after taking note of the features
of the education schemes in Madras and Punjab; but in the meantime regular

classes be commenced at suitable centres under the auspices of the representa-
tive Board for employees and honorary workers.

training of the members of the Managing Committees (Panchayats) of village
societies be formed on the lines as was done by the Bombay Provineial Co-opera-

tive Institute in the initial stages. It is further resolved that this Committee be
authorised to collect funds for these.

2. This Conference suggests that Co-operation be introduced as an optional
subject for the Matriculation Examination as the Matriculates will be largely recruit-
ed in the Co-operative Movement and help in its advance.

3. This Conference opines that it is necessary to make arrangements for intro-
duction of the improved methods of agriculture for which small societies of
villagers should be formed in typical villages where intensive propaganda should

be made, to push forward improved seeds, compost making, eradication of kanse
and other activities that do not involve large expenditure.

4. This Conference resolves that Village Industries Associations should be
formed in suitable villages to formulate and work out such cottage and other
industries like poultry, dairy, basket-making, tape-making. This Conference re-
commends that the scheme proposed by Prof. S. G. Patil for bee-keeping should
be introduced in villages as this industry affords great scope for acceptance and
as Prof. Patil is available for advice and guidance.

5. This Conference requests the various administrations and institutions in
Central India, Rajaputana and Gwalior, to support and patronize the Co-operative
Journals started in these areas like the Sahakari Madhya Bharata of Indore.

6. This Conference requests the Administrations of Central India, Rajaputana
and Gwalior to organize and financially support the Co-operative Central Associa-
tion or other Committees including public workers for education and propaganda
for assisting in the organization of Co-operative Societies, making economic sur-
veys and for taking up the work of rural uplift in select centres.

7. This Conference recommends to the Co-operative Central Banks and Agri-
cultural Co-operative Credit Societies in the various States to confine initially their
business to dispensing only short term credits for productive purposes and to en-

large their operations in due course to giving advances of intermediate type for
other economic needs recoverable within three to five years.

This Conference further recommends to the Central Banks and Credit Societies
to make such advances to the members of sccieties on their personal sureties

At the same time centres for -

.-
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17. This Conference draws the attention of the Administrations to the benefits
of the Insurance method in the field of the business of small earners like peasants,
country craftsmen, labourers and others and urgently requests them to utilise the
existing Co-operative Insurance Societies at Indore and elsewhere which are tryind
to tackle the problem on the above lines.

18. This Conference calls upon the Co-operators of Central India, Rajputana

and Gwalior to take necessary steps for organizing Consumers’ Co-operative Stores
specially for persons of limited means.

19. This Conference tenders its grateful thanks to His Higness the Maharaja
Sawai Shree Yeshwant Rao Holkar Bahadur for inaugurating the Conference and
for the sympathetic support extended by His Highness.

20. This Conference conveys its sincere thanks to the Government of His
Highness the Maharaja Holkar for the kind and continuous help which the Govern-

ment and the various department (such as House-hold, Gardens, Municipality and
Police Departments) have rendered to this Conference.

EXTRACTS
A MESSAGE TO INDIAN CO-OPERATORS
By

Dr. C. R. Fay, M.A., D.Sc,

Chairman, Horace Plunkett Foundation, London.

s I am aware of the difficulties which arise
Having lived i Cana(ﬁ\efim‘ t?i;eeatxéxt-books which derive their examples and
when students are comp:e experience and the mentality of another coun.try. For
their packground from t Canadian economics, for India an Indian economics. You
Canada there must be 5}‘1 - difficulty of language. If your wrork sometlm_es lacks
in India have U e furt elargely due to the above two difficulties. The. brain power
originality, 1 believe it 15" on difficulties of alien Packground and .forelgn‘ language,
of your stude'nts is spetnremains for original native thought. This apphes. to. the
so that too little effor don. You must write it yc‘)urselves from first principles.
Economics of Co-opgrafrom the experience and mind of your own People. You
You must illustrate it ater in the language which your p.eople genuinely under-
must put it sooner or aningless statistics. Reason it out in terms, of human con-
stand. Do not quote m* time in complaining of Government’s shortcomings.

our . .
duct. Do not w"aste r}x’d social habits of your people. And rex:nem.ber 'that 1fdthxs
Analyse the motives at done in the class-room of the University, it will be done

i i University. It is a part of
tion must issue from the .
. n‘:l“g;;uld be handled by those who handle these subjects.
mics and hxsttoré, :abridge teach Co-operation (a) as part of my economics
1, at Cal s

® part of my course on the organisation of agriculture.
as

; inciples are all-important. Co-operation means
Co-operatmn'ti:rze g;rr:;zrship in a living society. Never start a
togetht?rv a‘}:uarmel for the receipt of Government. This is an insult
is a passive © nd a foolish waste of Government money. Co-
 co-operation = n enjoyment. The democratic element in it is
in proportion to the use which 'fhey make of their society.
this, tha i tore, he must benefit in proportion to the goods he buys at

. ns tixat all profit, over and above a small n‘at\‘xm, say 5 per
; and this 50 turned to the consumer-members as a dividend on pur-
capltal m‘ust be'rli-selling society, the members must be paid according to
chases: e i .o of the milk he delivers, am.i all receipts, over and above a
ital, must g0 to the milk-supplying members.

econo
For example,

history cOUrseS

In teachi.ng

ﬁxed retu

i iety achieving permanent success, if
¢ a co-operative SoCl€ )
There is no c?mnce zt prices. If it is a store or a society for the supply of
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i

purchases dividend for its members.
a

i i ight attitude towards credit.
important thing of all is a ng_h :
But the 1ast and ‘fmStregﬁlar wages, credit trading is always wrong. It ruins

a townsman eam.mg owth at least. For if a society does not sell for cash, it
For 1ames 1f51f8_:; cannot buy for cash, it cannot buy freely and cheaply:
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and it cannot earn a d
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DEBT CONCILIATION BOARDS IN C.P
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CO-OPERATIVE DOMINANCE IN AMERICAN FARM SUPPLIES

Of the two billion dollars w
th of fa i
fully 250 iy rm Supplies used :
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to a bulletin just published by the Co-operative Division of the Farm Credit Ad-
ministration. There are twenty-five large co-operative associations, each of which
does a farm supply business of more than 1,000,000 dollars a year. Their total
supply business is well over 100,000,000 dollars. In addition, more than 100 other

annual volumes of over 100,000 dollars.  Several thousand

associations have
smaller co-operatives prought the total farm supply purchases up to approximately

250,000,000 dollars a year:
Several of these associations are expanding their fields of activities to include

housing, groceries and general merchandise as well as general farm supplies.

The co-operative distribution of farm supplies was a 125,000,000 dollar non-
profit business i 1920. The intensity of the depression has stimulated greater
it the American farmer, the “most rugged of

co-operative action and as @ resu :
ualists,” bas doubled the amount of his co-operative business and

rugged individ : 00
; w fields of co-operative activity.

plunged into ne
These statistics do not include co-operative marketing of farm products, which
billion dollar business.—

has already become @
The Link, Dec. 4, '35.
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IMPLICATIONS OF FEDERAL CONTROL
In his welcome address to the recent session of the Madras Provincial Co-
operative Conference, Mr. V. Ramadas Pantulu referred to the loss of faith in them-
selves on the part of non-oi’ﬁcial co-operators as the n}ost (.iistressing feature of
the co-operative movement to-day, this mental dgyressmn, m'his opinion, being
fraught with greater danger than even the prevailing economic depression. The
first and foremost reform that was now called for was a mental reconstruction
among official and non—ofﬁcial co-operators and a resurrection of faith in the funda-
mental doctrines of co-operation. Mr. RamaC?as pantulu deplored the absence of
cohesion in the geveral units of the.co-operatlv_e s.truc‘ture. These units presented
the picture of so many jsolated bodies each clalml.ng its own. autonomy instead of
all looking upon themselves as integral Pafrts of a smgl.e mfgamsation. For this rea-
son, any attemnpt at centralization of poll(.:les or go-ordmatlon of effort in any parti-
sphere was resented as ctffendmg z?gamst the autonomy of individual
institutions- Unless, therefore, raqlcal alterations were eﬁfctet.l in the structure so
as to integrate it there could b'e' in Mr. Ramadas Pantulu’s view, no tangible im-
provement in the present position. Then alone, one }'nust adiit, would it be
possible to resist the encroachments of the State. within the domain of the co-
rative commonwealth and to preve.nt the growing tendency on the part of the
ope ) n matters of internal autonomy. Then alone
-operators to counter the attempts made by Government
introducing departmentalisation of finance instead of
of the existing agencies by concentration of effort
es and centralization of policy. This is very pertinent ad-’
ras but for other provinces as well ; because unless we
implications of federal mutual control and direcﬁOn,
ill forfeit their precious privileges of freedom og
initiative a0 democratic control and will make their institutions more and more
ubject to official domination and bureaucratic control.—
subj The Bombay Co-operative Quarterly, December 1935
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itutes’ Association, presid as Pantulu, President of rivandrum Central on
» sided over the ConfGrenco the All-India Co ora Co-
e. The -operative
proceedings of
the

Conference and ou
fere r comments thereon wi o)
will be published in th th
e next issue

f the

THE IN
DORE PREMIER CO-OPERATIVE B
ANK

The authoriti
Jated on the O;‘)l:;e; ;fo;ch; I.ndore Premier Co-operati
Bonk is about nineteon years old o putidoperative Bank have to be con
Edward Hall, Indore, thaikzrst Olt: and all along it h de 27th November 1935gra'1t‘§-
to the expansion of its activiti:s t; courtesy of the a:th b?e.n housed in the' Kine
» and it has put up an i » the need for a buildin orities of the State. Owi s
imposing building on the lgla(;f C:)sdown was felt by tmhg
own Road, Indore,

)

i

y century the

EXTRACTS 145

Mr. M. B. Rege Chairman of the Board of Directo:
2e, rs of th
those present. Rai Ratan A. G- Sherlekar, Manager of the Banke r?:gk , welcomed
ment reviewing the working of the Bank. Her Highness the ,Maha Out. 8 e
Holkar of Indore apened the building amidst cheers. His Highness t;ZmMS}a;\h eb'a
araja

Holkar of Indore also graced the occasion by his presence.

e re—

THE LATE MESSRS. V- C. RANGASWAMI AND T. K. HANUMANTHA RAO
11 of a gudden in the last week of January 1936 two of it
its

K. Hanumantha Rao an

The Rao gahib was one of the 14 Ppioneers of the Triplicin]:[rﬁ:-’};a% lézngaswar.ni.
Society, the premier Co-operative Store in India, and was the soul of ﬂ;opératwe
» Movement in gouth India. Mr, Rangaswami was for well nigh a ue h onsu-
Secretary of the Madras Provincial Co-operative Bank 0(2 ::’hc'er of a
one of the Pioneers and for some time Secretary. He ,Was ich his
Provincial Co-operative Banks' Association as a meme:m(‘)?c:fi

4 Secretary for sometime.

Madras has lost a
foremost co-operators, Rao Sahib T.

mers

{ather was
with the Indian
Standing Committee an
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THE BOMBAY CO-OPERATIVE QUARTERLY

(Journal of the provincial Co-operative Institute, Bombay)

(PUBLISHED QUARTERLY)

JUNE, SEPTEMBER, DECEMBER AND MARCH.

contributions from Co-operators all over India;
b

Contains authoritative
the movement and Reviews of Books

and expert comments on
EDITORIAL BOARD.

1. ProfF. V. G. KaLE, M.A,
2, Rao BaHADUR S. S. TALMAKIL, BA., LLB.
3. Mr V. L. MEHTA, B.A.

y aNNUM- Inland Rs. 4. Foreign Sh. 7

Subscription pe
ply To:—

ndent Provincial Co-operative Institute
ane, Fort, BOMBAY. ’

9, Bakehouse L

THE BENGAL CO-OPERATIVE JOURNAL

the Bengal Co-operative Organisation Society, Litd
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EprTor : MR. S. K. LAHIR],
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thoritative articles and information on Co-operative Devel
elop-

Publishes 3y
ment in India and foreign countries.
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THE B. & 0. CO-OPERATIVE JOURNAL

PUBLISHED MONTHLY
BY
THE BIHAR AND ORISSA CO-OPERATIVE FEDERATION
Editor: J. Pp. MISRA,

(Printed at the B. & O, Co-operative Press, Patna.)

_—
Annual Subscription : Inland Rs. 3-8-0, Foreign sh. 8.

Half rates for Employees of all Co-operative Institutions in
Bihar & Orissa.

Also for Home Safe Boxes, Magic Lanterns and Slides
Apply to:
THE B. & O. CO-OPERATIVE FEDERATION
Bank Road, PATNA. (Bihar) ’

(---------.-.-l.-‘-----------.

THE MADRAS JOURNAL OF CO-OPERATION

The Premier monthly Co-operative Jo i
A urnal i
Voices forth the Co-operative Opinion of tﬁe lllgrf)z:r?;i:e

ANNUAL SUBSCRIPTION

Inland (including Postage) Rs. A p.
Foreign ” , . ilg g

The U " MAGIC LdANTERN & SLIDES.

e Union has prepared a Swadeshi Magi

sets of slides on co-operative subjects. agic Lantern and three
They are available at the following prices : —

Swadeshi Magic Lantern Rs. 40 Excluding Petromax Light

SLIDES : —
1. The Evils of Drink and the
Benefits of Co-operation (33 slides) Coloured Rs. 50
Un-coloured Rs. 35
2. Thrift and Co-operation (40 slides) Coloured Rs. 60

Un-coloured Rs. 40
3. Rural Reconstruction at Alamuru (62 slides) Coloured Rs. 93
” . Un-coloured R, 62
Apply to : Packing and forwarding charges extrq
THE MADRAS PROVINCIAL CO-OPERATIVE UNION
Royapettah, MADRAS.

THE CO-OPERATORS’ BOOK DEPOT

9, Bakehouse Lane, Fort, Bombay.
THE ONLY BOOK DEPOT OF ITS KIND.
Specialists in

ks on Economics, Co-operation, Banking and Curren.cy,
i(c)zountancy and Auditing, Commerce. and .IndustneS,
Rural Reconstruction and other allied subjects.

i Book Depot specialising in the supply of
\ kThsnn:}SSsz:ﬂo(:fs atechnical subjects specified al?ov.e has been
00 1S ince, and the Co-operators’ Book Depot is intended to
felt h(.)n%oig feit want. The prominent feature of_ the C'. B. Depot
.ﬁu ot it has now established direct relations w1th.e‘rn1nent pub-
is that i H and Abroad and therefore is in a position to supply
lishers At Om:;er It is earnestly requested that Co-operators and
any bOf’k t(l)' ?(r wi.ll extend their kind sympathies and patronage
Edr}fat::ll; gosok Depot of its kind and thus help to make this new
to the
enterprise a success.
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ISSUED BY
INDIA CO-OPERATIVE INSTITUTES’ ASSOCIATION

Vol. V. Price Re. 1.
OPERATIVE MOVEMENT IN INDIA.

THE ALL-
Just Published.

THE CO-
BY

KHAN MOHD. BASHIR AHMED KHAN
M.A., LL.B., MR-AS., (1LLONDON),
All-India Co-operative Institutes’ Association, Lahore.

ry Secretary,
Honorary INTRODUCTION BY

C. R. FAY Esq,

Chairman, The Horace Plunkett Foundation, London.
at )
PUBLISHED BY

King and Son Ltd.,, 14, Great Smith Street, London.

ared in the Year Book of Agricultural Co-operation
+t Foundation has pleasure in commending it in
sh to acquaint themselves with the broad out-
record of its most recent develop-

Messrs P. S.

wIhe study first appe

1935. The Horace Plunkeh Fo

its p t form to those w o t

lFs prefselidian Co-operation and .w1th the
inﬂ:;; » (Extract from Indroduction).

m s~ 3 e
Available fro Secretary, All-India Co-operative Institutes’ Association,
The Homorary Lahore.
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THE INDIAN CO-OPERATIVE SERIES

PUBLISHED BY THE
(ArL-INpIA CO-OPERATIVE INSTITUTES’ ASSOCIATION)

Vol 1. CO-OPERATION IN INDIA.
Edited by Prof. H. L. Kaji, M.A,, BSc., LES,, J.P. Price Rs. 5,

Vol. 2. LAW OF CO-OPERATIVE SOCIETIES IN INDIA AND BURMA

By Rao Bahadur K. V. Brahma, M.BE, CLE, with a Foreward by
Sir Lallubhai Samaldas, C1E,, Price Rs. 5.

THE CO-OPERATIVE MOVEMENT IN INDIA By Dr. Miss E. M.
Hough, AM,, Ph. D, with a Foreword by Prof. H. L. Kaji and an
Introduction by Sir Horace Plunkett. Price Rs. 10-8-0,

]
Vol. 4 THE INDIAN RUSTIC By Mr. J. L. Raina, Assistant Registrar, Co-
operative Societies, Kashmir State, with a Foreword by Prof.
H. L. Kaji. Price Rupee 1.
Vol. 5.
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: THE CO-OPERATIVE MOVEMENT IN INDIA By Khan Mohd. ,
] Bashir Ahmad Khan, M.A, LLB, MR.AS. (London) with an Intro- |
= duction by C. R. Fay Esq., (P. S. King & Son Ltd. London,)Price Re. L :
]

: :
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THE MADRAS CO-OPERATIVE CENTRAL
LAND MORTGAGE BANK, LTD.

Subscribed
Capital

Authorised

Capital } Rs.10,00,000.

DEBENTURES.

(Guaranteed by the Government of Madras).

The Madras Co-operative Central Land Mortgage Bank, Ltd., the central
financing bank for the Co-operative Land Mortgage Banks in the Madras
Presidency, issues 20-year debentures, the principal whereof and the interest
whereon are both guaranteed by the Government of Madras.

} Rs. 2,38,400.

The Debentures are included in the list of Trustee Securities.

The funds of the bank are lent to the Primary Land Mortgage Banks which
in their turn lend to their members on mortgage securities for a period of
20 years. The debenture-holders have a floating charge on the mortgages and
other assets transferred by the Mortgage Banks. The Registrar of Co-opera-
tive Societies, Madras, is the Trustee for the debenture-holders.

For further particulars please apply to the Secretary of the bank.
(By Order)

Mount Road,

N. 8. KONETI RAU, BA, BL,
MADRAS.

Secretary.

l-------.---------------l
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THE SOUTH INDIA CO-OPERATIVE INSURANCE
SOCIETY LTD.

Chartered Bank Buildings, Post Box 182, Madras.

erators had a vision of the success of an Insurance Organisa-
t Co-OPy co-operative basis. The vision comes true as the following
ch of progress:—

Eminen
tion on @ purel
figures reveal the mar

Business received. Policies issued.

Year.
Rs. Rs.
1932—33 8,74,100 6,33,500
1933—34 8,96,950 6,66,850
193433 11,72,100 8,62,350
193536 (7 months ending 6,08,400 4,35,300

315t January 1936.)

s to suit your requirements. Agents everywhere to serve

Various Scheme

your insurance needs.

Please apply for particulars 10—

The SECRETARY,
Post Box 182, Madras,

ORISSA PROVINCIAL CO-OPERATIVE
BANK, LTD., PATNA.

(Established 1914.)
(Registered under the Co-operative Societies Act 11 of 1912))

BIHAR &

Rs.
i 6,11,200

:d up share capital 11,
f{:l:lservg Liability on shares 12,66,800
Statutory and other Reserves 5,97.000
Investment in Government Securities 41,38,000

WORKING CAPITAL EXCEEDS Rs. 1,10,00,000
Fixed, current and savings deposits accepted.

Bills collected and drafts issued on all important
towns in Bihar and Orissa.

Rules on application to the Secretary.

[ — - ] .
PrintED BY G. S. PRESS, AND PusLiseep BY V. Ramapas PanTuLyu, Mapras.




THE MADRAS PROVINCIAL CO-OPERATIVE
BANK, LTD.

(Registered under Madras Act VI of 1932, Formerly Act ﬁ of 1912)

Head Office : Post Box No. 607, Luz, Mylapore
Phone No. 2390. ’

Town Branch : 117, Armenian St., George Town,
Madras, Phone No. 3334.

President : V. RAMADAS PANTULU.
Ag. Secretary : K. SUNDAR RAO.

The Bank is the chief organisation for providing
credit to the agriculturists of the Province.
The Government have authorised the investment

in this Bank of the funds of the Corporation of Madras,

Local Boards and other quasi-public funds.

For rules and terms of business, apply to :—

THE SECRETARY,

THE MADRAS PROVINCIAL CO-OPERATIVE
BANK, LTD., “
LUZ, MYLAPORE, MADRAS.

S0 BT®H .;galm;r&airruua IS b,
ot i, QFewromer-600-088, - -

2 U NI F & T6IT.
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S.F. 259A-6—1,00,000-- 30-1-84.
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